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London 
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Guidance notes for visitors 
Local Government House, Smith Square, London SW1P 3HZ 
 
Welcome! 
Please read these notes for your own safety and that of all visitors, staff and tenants. 
 
Security 
All visitors (who do not already have an LGA ID badge), are requested to report to the Reception desk where 
they will be asked to sign in and will be handed a visitor’s badge to be worn at all times whilst in the building. 
 
Fire instructions 
In the event of the fire alarm sounding, vacate the building immediately following the green Fire Exit signs. Go 
straight to the assembly point in Tufton Street via Dean Trench Street (off Smith Square). 
 
DO NOT USE THE LIFTS. 
DO NOT STOP TO COLLECT PERSONAL BELONGINGS. 
DO NOT RE-ENTER BUILDING UNTIL AUTHORISED TO DO SO. 
 
Members’ facilities on the 7th floor 
The Terrace Lounge (Members’ Room) has refreshments available and also access to the roof terrace, which 
Members are welcome to use.  Work facilities for members, providing workstations, telephone and Internet 
access, fax and photocopying facilities and staff support are also available. 
 
Open Council 
“Open Council”, on the 1st floor of LG House, provides informal  
meeting and business facilities with refreshments, for local authority members/ 
officers who are in London.  
 
Toilets  
Toilets for people with disabilities are situated on the Basement, Ground, 2nd, 4th, 6th and 7th floors. Female 
toilets are situated on the basement, ground,1st, 3rd, 5th,and 7th floors. Male toilets are available on the 
basement, ground, 2nd, 4th, 6th and 8th floors.   
 
Accessibility 
Every effort has been made to make the building as accessible as possible for people with disabilities. 
Induction loop systems have been installed in all the larger meeting rooms and at the main reception. There is 
a parking space for blue badge holders outside the Smith Square entrance and two more blue badge holders’ 
spaces in Dean Stanley Street to the side of the building. There is also a wheelchair lift at the main entrance. 
For further information please contact the Facilities Management Helpdesk on 020 7664 3015. 
 
Further help 
Please speak either to staff at the main reception on the ground floor, if you require any further help or 
information. You can find the LGA website at www.local.gov.uk 
 
Please don’t forget to sign out at reception and return your badge when you depart. 



 
 
 
Finance Panel 
25 January 2013 
 
 
There will be a meeting of the Finance Panel at: 
 
11.30am on Friday 25 January 2013 in the Millbank Room (8th floor), Local Government 
House, Smith Square, London, SW1P 3HZ.  
 
Attendance Sheet 
Please ensure that you sign the attendance register, which will be available in the meeting room.  
It is the only record of your presence at the meeting. 
 
Apologies 
Please notify your political group office (see contact telephone numbers below) if you are 
unable to attend this meeting, so that a substitute can be arranged and catering numbers 
adjusted, if necessary.   
 
Labour:  Aicha Less:    020 7664 3263 email: aicha.less@local.gov.uk 
Conservative: Luke Taylor:   020 7664 3264 email: luke.taylor@local.gov.uk    
Liberal Democrat: Group Office:  020 7664 3235 email: libdem@local.gov.uk 
Independent:  Group Office: 020 7664 3224 email: independent.group@local.gov.uk   
 
Location 
A map showing the location of Local Government House is printed on the back cover.   
 
LGA Contact 
Lucy Ellender Tel: 020 7664 3173  
e-mail: lucy.ellender@local.gov.uk  
 
Guest WiFi in Local Government House  
This is available in Local Government House for visitors. It can be accessed by enabling “Wireless 
Network Connection” on your computer and connecting to LGH-guest, the password is 
Welcome2010LG. 
 
Carers’ Allowance  
As part of the LGA Members’ Allowances Scheme a Carer’s Allowance of up to £6.19 per hour is 
available to cover the cost of dependants (i.e. children, elderly people or people with disabilities) 
incurred as a result of attending this meeting. 
 
Hotels 
The LGA has negotiated preferential rates with Club Quarters Hotels in central London. Club 
Quarters have hotels opposite Trafalgar Square, in the City near St Pauls Cathedral and in 
Gracechurch Street, in the City, near the Bank of England. These hotels are all within easy 
travelling distance from Local Government House. A standard room in a Club Quarters Hotel, at 
the negotiated rate, should cost no more than £149 per night.  
 
To book a room in any of the Club Quarters Hotels please link to the Club Quarters website at 
http://www.clubquarters.com.  Once on the website enter the password: localgovernmentgroup 
and you should receive the LGA negotiated rate for your booking. 
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mailto:luke.taylor@local.gov.uk
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 For discussion   

1. Local Government Finance Settlement    3  11.30am 

2. Spending Review Discussion 15  12.00pm 

3. Community Budgets 23  12.45pm 

 For information   

4. Autumn Statement 2012 29                  13.05pm 

5. Funding for Local Enterprise Partnerships  33   

6. Social Impact Bonds 39   

7. Reserves Survey 43   
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9. Update on Adult Social Care Funding 59   
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Local Government Finance Settlement 

 
Purpose of report  
 
For discussion and direction. 
 
Summary 
 
This report summarises:  

 
1. the key lobbying wins for the LGA in the finance settlement; 

 
2. how the different totals quoted – formula funding, start-up funding assessment and 

spending power – relate to each other; 
 

3. key points in the LGA’s response.  
 

 
 

 
Recommendation 

 
That members note this report and the LGA’s submission to the Local Government Finance 
Settlement, which was signed off by lead members of this Panel. 
 
Action 
 
Officers to report further developments to this Panel. 
 
 
 
 
 
Contact officer:   Mike Heiser 

Position: Senior Adviser (Finance) 

Phone no: 020 7664 3265 

E-mail: mike.heiser@local.gov.uk 
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Local Government Finance Settlement 

 
Background   
 
1. The long delayed consultation local government finance settlement for 2013-14 and 

provisional settlement for 2014-15 was finally announced on 19 December 2012.  The 
LGA issued a full on the day briefing. 
 

2. This report concentrates in particular on: 
 

2.1. LGA lobbying wins. 
 

2.2. Further detail on the various totals used for comparisons. 
 

2.3. Key points have been included in the LGA’s response to the 2013/14 consultation 
settlement. 

 
LGA lobbying wins 

 
3. The 2013-14 settlement is some £465 million greater than it would otherwise have 

been as a direct result of the lobbying and technical work done by the LGA and 
authorities. 
 

4. That includes: 
 

4.1. A gain of £220 million; due to the removal of £25 million to fund the difference 
between the levy and the safety net; as opposed to the £245 million consulted 
on. 
 

4.2. A gain of £180 million, due to using 2012-13 rather than 2011-12 data to 
calculate the total size of the academies funding transfers. 
 

4.3. A gain of £31 million; due to more updated predictions for the Department for 
Work and Pensions (DWP) being used to calculate the council tax support 
funding.  There is also £33.5 million new money for 2013-14 for new burdens for 
council tax support. 
 

4.4. It should be noted that in the House of Commons the Secretary of State stated 
that the 2013-14 settlement was £1.9 billion better than the figures released at 
the time of the summer technical consultation.  As well as the figures above, this 
includes £1.5 billion, due to the New Homes Bonus top-slice being reduced from 
£2 billion to £500 million, sufficient to fund the scheme up to 2013-14 as opposed 
to its whole six years.  It was always envisaged that the sums not needed for the 
NHB would be returned to local government in some form so we cannot really 
count this as a gain. 
 

4.5. A further win was the £593 million appeals allowance, as part of the calculations 
for getting to the Expected Business Rates Aggregate (EBRA).  Even though it 
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does not change the overall size of the settlement it represents a considerable 
de-risking of the business rates local share constituent. 

 
Further detail on the aggregates used for comparison. 

 
5. There are three figures which have been used to compare the year on year changes.  

 
5.1. Formula funding.  This is the total formerly known as formula grant.  For all the 

authorities going into the business rates retention arrangements there is a 4.4% 
fall for 2013-14 (4.1% fall for single tier and county councils (STCCs); 6.8% fall 
for shire districts and 7.5% fall for fire authorities). 

 
5.2. Start-up Funding Assessment (SUFA).  This is formula funding plus the 

following which was either given in the form of specific grants in 2012-13 or (in 
the case of council tax support funding) through council tax benefit subsidy: 

 
5.2.1. Council tax freeze funding for 11-12; 

 
5.2.2. Council tax support funding; 

 
5.2.3. Early Intervention Funding; 

 
5.2.4. Some GLA funding; 

 
5.2.5. London Bus Operators funding; 

 
5.2.6. Homelessness prevention; 

 
5.2.7. Lead local flood authorities. 

 
5.3. For all authorities except police in 2013-14 there is a fall of 3.9% in SUFA; broken 

down into 3.8% for STCCs, 5.7% for shire districts and 7.5% for fire authorities.  
For 2014-15 there is a fall of 8.6% for all authorities. 

 
5.4. Spending Power.  This includes SUFA plus the following: 

 
5.4.1. Council tax requirement for 2012-13; 

 
5.4.2. Transition Grant for 12-13; 

 
5.4.3. New Homes Bonus allocations for 12-13 and 13-14; 

 
5.4.4. CT freeze grant for 12-13 – (which was given for one year only) and for 13-

14; 
 

5.4.5. Other grants including those relating to Social Fund Administration, Lead 
local flood authorities, health involvement. 

 
5.5. The total change for Spending Power for 2013-14 is a fall of 1.7%; this is the 

figure quoted by the Secretary of State and in the press.  The breakdown is 1.7% 
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fall for STCCs, 1.3% fall for shire districts and 4.4% fall for fire. Shire districts do 
better because of the effect of the New Homes Bonus.  The fall in Spending 
Power for 2014-15 is 3.8% for all authorities.  It should be noted that the 
Spending Power figures have been used to calculate eligibility for the Efficiency 
Support Grant for seven shire districts; this is in order to restrict their fall in 
Spending Power to 8.8%.  These are all districts who were previously in receipt of 
transitional funding.  The LGA has organised a meeting with these seven 
districts. 

 
Key lobbying points included in the LGA’s response to the settlement 

 
6. The following are the  areas included in the LGA’s response to the Local Government 

Finance Settlement: 
 

6.1. The settlement was late and incomplete – and this is a source of concern for all 
authorities. 
 

6.2. Although we acknowledge that there were no further cuts for 13-14 in the autumn 
statement, the 2% reduction for 2014-15, on top of the already announced cuts is 
‘unsustainable’. 
 

6.3. The growth in the local share for 2014-15 has been used to cut Revenue Support 
Grant in that year. 
 

6.4. Business rates retention has considerable risks for councils. The volatility caused 
by appeals which exposes many authorities to an unacceptable level of risk. 
 

6.5. We welcome the clarification now provided by the Department for Communities 
and Local Government (DCLG) on council tax support funding in the 2014-15 
settlement – but note that this implies that funding for other services has been cut 
by more than 8.5%. 
 

6.6. Although we welcome the announcement that authorities will be able to fund 
capitalisation for equal pay purposes through asset sales, we are concerned that 
non-equal pay capitalisation will be top-sliced. 
 

6.7. The academies central services funding transfer will cause considerable 
problems for some authorities, although we welcome the reduction in the total 
top-slice by the use of later data. 
 

6.8. We are concerned about the cuts in general funding at the same time as an 
increase in ring-fencing.  In particular, we are concerned at the cuts to early 
intervention funding which seem bound to affect local authority provision.  
 

6.9. We welcome the government’s decision to provide additional grant funding to the 
worst affected of the shire districts that received transitional grant funding in 
2012-13, but ask the government for this to be provided without strings. 
 

6.10. Council tax decisions are for local people to take. 
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Conclusion and next steps 

 
7. Following discussions at Leadership Board and Executive earlier his month, LGA 

officers incorporated these key points into the LGA’s 2013/14 settlement response.  
This response was signed off by Lead Members of this panel and submitted to DCLG 
on 15 January.  It is included as Appendix A to this report. 
 

8. The final 2013/14 settlement figures are expected within the next few weeks.  The final 
settlement is expected to be debated and approved by Parliament at the start of 
February. The LGA will issue a briefing for the debate. 

 
Financial Implications 

 
9. This is core work for the LGA and will be contained within existing budgets. 
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Appendix A 
 
 
Local Government Finance Settlement 2013-14 and 2014-15 
 
Local Government Association Response 
 
Summary 
 
The key points in this response are: 
 
• The settlement was late and incomplete – and this is a source of concern for all 

authorities 

• Although we acknowledge that there were no further cuts for 13-14 in the autumn 
statement, the 2% reduction for 2014-15, on top of the already announced cuts is 
‘unsustainable’ 

• The growth in the local share for 2014-15 has been used to cut Revenue Support 
Grant in that year. 

• Business rates retention has considerable risks for councils. The volatility caused 
by appeals which exposes many authorities to an unacceptable level of risk 

• We welcome the clarification now provided by DCLG on council tax support 
funding in the 2014-15 settlement – but note that this implies that funding for 
other services has been cut by more than 8.5% 

• Although we welcome the announcement that authorities will be able to fund 
capitalisation for equal pay purposes through asset sales, we are concerned that 
non-equal pay capitalisation will be top-sliced 

• The academies central services funding transfer will cause considerable 
problems for some authorities, although we welcome the reduction in the total 
top-slice by the use of later data 

• We are concerned about the cuts in general funding at the same time as an 
increase in ring-fencing.  In particular, we are concerned at the cuts to early 
intervention funding which seem bound to affect local authority provision.  

• We welcome the government’s decision to provide additional grant funding to the 
worst affected of the shire districts that received transitional grant funding in 
2012-13, but ask the government for this to be provided without strings 

• Council tax decisions are for local people to take  

 
 
The settlement was late and incomplete – and this is a source of concern for all 
authorities 

1. The settlement was published on 19th December, the latest it has ever been, 
although we understand that this is partly a consequence of the late 
announcement of the autumn statement.  Authorities have raised concerns with 
the timing of the settlement which has caused considerable problems for councils 
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in finalising their budget processes for 2013-14 at a time when the major changes 
of business rates retention and local support for council tax are introduced. 

2. Furthermore, grants for public health and the holdback for early intervention were 
either announced late or are still outstanding.  The £2.66bn grant for public health 
was not announced until 10th January. The allocation of the £150m holdback from 
EIG has still not been announced.    This has added to the difficulties authorities 
are experiencing in finalising their budgets for 2013/14.  We ask ministers to 
ensure that any outstanding grants are announced as soon as possible and 
certainly no later than the final settlement figures. We understand from officials 
that the intention is that the final settlement will be published and debated in 
Parliament by the first week in February, in accordance with the usual timetable. 
We hope that this happens. 

3. Local authorities need certainty and predictability over their funding future.  In this 
context, the series of funding announcements that occurred in the summer, such 
as the changes to early intervention funding, were unhelpful and need to be 
avoided in the future.    

Although we acknowledge that there were no further cuts for 13-14 in the 
autumn statement, the 2% reduction for 2014-15, on top of the already 
announced cuts is ‘unsustainable’ 

4. The overall decrease in the ‘start-up funding assessment’ (formula funding plus 
the grants rolled in) is 3.9% for 2013-14.  This is better than in recent years, (a 
fall of 12.1% in 2011-12 and 4.7% in 2012-13).  However we note that the fall for 
2014-15 is 8.5%, including the further 2% cut in the Autumn Statement 2012. 

5. The government is reporting cuts to revenue spending power of 1.7% in 2013/14.  
Based on the LGA future funding model, which takes into account spending 
pressures and income from fees and charges we predict (on the basis of the 
DCLG figures) a 4.8% fall in income in 2013-14 while spending pressures rise by 
0.7%. 

6. DCLG figures for revenue spending power (which includes income from council 
tax and the New Homes Bonus) for the four years of the Spending Review (using 
the draft 2014-15 figures which were initially put up on the DCLG website) show 
that there is a real terms reduction of 20% for all councils over this period.  These 
figures confirm that some councils are facing larger reductions than others.  69 
councils have a real terms reduction in revenue spending power over the four 
spending review years of 25% or more. 

7. Councils will be working out their own figures using their own local information 
and estimates and in many cases these will differ significantly from the DCLG 
figures. There are concerns about the figures used for the Revenue Spending 
Power calculation, as councils are informing the LGA that they do not concur with 
their own figures.  For example, councils point out that they do not take into 
account the 10% cut in council tax support and that the council tax requirement 
for 2013-14, which is based on the 2012-13 figures does not take account of the 
reduction in taxbase due to the abolition of council tax benefit.  
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8. It is pleasing that campaigning from the LGA and member authorities has 

resulted in councils being protected from additional cuts in 2013/14.  However, 
within the context of on-going pressures to key service areas such as adult social 
care and waste collection, the extra two per cent cut in 2014-15 is unsustainable 
to local government. 

9. It is generally recognised that councils have managed the cuts so far by 
maximising efficiencies and redesigning services. With further cuts on the 
horizon, this will be impossible to repeat and impacts on local frontline services 
that residents rely on and value are inevitable. 

10. The modelling work done by the LGA in 2012 show a funding gap of £16.5bn by 
2019-20 if cuts in support continue on the current trends.  We are happy to 
continue dialogue with the Government based on the findings of our modelling 
work.  The LGA will be making the case for sustainable funding for local 
government in the Spending Review for 2015-16 which is expected before the 
summer.  

11. We would ask the Government to discuss further with the LGA what additional 
support will be offered to authorities suffering financial stress.   

The growth in the local share for 2014-15 has been used to cut Revenue 
Support Grant in that year 

12. According to the settlement, Revenue Support Grant (RSG) falls by 17% in 2014-
15 whereas the cut in the start-up funding assessment is 8.5%.  This difference is 
explained by the government reducing RSG by the equivalent of a 3.1% increase 
in the local share, in line with the expected increase in RPI. This means that 
authorities do not get to keep any of the increase in business rates due to 
inflation in that year.  This is contrary to the principle of business rates retention. 
Growth in the local share should be kept within the sector and not used for cutting 
other grants. 

13. We ask the government to reverse this decision and allow local authorities to 
keep growth in business rates due to inflation in 2014/15 and future years. 

Business rates retention has considerable risks for councils. The volatility 
caused by appeals exposes many councils to an unacceptable level of risk 

14. Our frequent discussions with the Secretary of State and officials on this subject 
have demonstrated that local authorities are seen as key to promoting the 
economic growth of their areas, which we welcome.   

15. Further top-slicing and complexity within the new model will directly contradict 
this initiative and we hope that consideration will be given to making more of the 
business rates funding available for local authorities, not less. 

16. We are pleased that in response to LGA and authority lobbying the government 
has included adjustments to take account of business rates appeals and non-
collection.  The total adjustment for appeals is £593m.  The LGA understands 
from authorities that the appeals in the pipeline could be considerably larger than 
this.  This exposes local government to an unacceptable level of risk. 
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17. We ask the government to keep the total sum under review and if this proves to 
be insufficient to commit to making additional payments to compensate 
authorities, either within the scheme or under the New Burdens Procedure. 

18. We further welcome the announcement that the Government is to make 
regulations to enable councils to spread the cost of refunds due to successful 
appeals over 5 years. 

 
We welcome the clarification now provided by DCLG on council tax support 
funding in the 2014-15 settlement – but note that this implies that funding for 
other services has been cut by more than 8.5% 

19. The main funding for local council tax support, which replaces council tax benefit 
from 1 April 2013 is within the start-up funding assessment.  In 2013-14 it is 
included as a separate line. However for 2014-15 it is not separately identified, 
although other grants included within this figure, such as early intervention, have 
been. 

20. The Office for Budget Responsibility in the material which it released at the same 
time as the Autumn Statement included a table which showed the transfer as a 
constant £4.3bn (including funding for police, and for Scotland and Wales) over 
the whole period up to 2017-18. 1 Following representations and consultation 
meetings with ministers, where the LGA and others made this point forcibly, 
DCLG officials have now confirmed that the amount of funding included for local 
council tax support in 2014-15 is the same as in 2013-14.  

21. Although this will not in itself provide increased resources, and would imply an 
even steeper fall in the rest of the Start-up Funding Assessment, it will enable 
councils to have more certainty of funding as they plan their local council tax 
support schemes for 2014-15 and future years. 

Although we welcome the announcement that authorities will be able to fund 
capitalisation for equal pay purposes through asset sales, we are concerned 
that non-equal pay capitalisation will be top-sliced 

22. The government has announced that local authorities would be allowed to use 
the receipts from asset sales to fund equal pay claims.  However, their position 
on capitalisation for other purposes is that it should be top-sliced from the total 
resources available for local government.  Capitalisation does not provide any 
increased resources for local government, it just allows various kinds of 
exceptional revenue expenditure to be financed by borrowing and hence spread 
over more than one year.  Therefore, this is effectively a cut in government 
funding of £100 million. 

 
1 1 Economic and Fiscal Outlook  December 2012.  Box 4.2 page 141 at 
http://cdn.budgetresponsibility.independent.gov.uk/December-2012-Economic-and-fiscal-
outlook23423423.pdf  
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23. We call on the government to allow councils to capitalise expenditure, which may 

well be more than £100m, without top-slicing it from revenue funding. We also 
call on them to be given more flexibility on the use of capital receipts. 

The academies central services funding transfer will cause considerable 
problems for some authorities, although we welcome the reduction in the total 
top-slice by the use of later data 

24. The government has decided to use 2012-13 spending data as opposed to 2011-
12 data to determine the academies funding transfer.  We welcome this decision, 
which has the effect of reducing the total transfer by £180m. 

25. However the decision of DfE to only give £15 per pupil for those services which 
authorities have to provide for pupils in academies will cause considerable 
problems, particularly for councils which have a low spend on central services 
and which already have large numbers in academies. 

26. DfE have provided extra money to protect the position of those academies that 
lose large amounts but they have not offered the same protection for authorities.  

27. We ask the Government to provide additional protection for authorities who suffer 
a large loss.   

We are concerned about the cuts in general funding at the same time as an 
increase in ring-fencing.  In particular, we are concerned at the cuts to early 
intervention funding which seem bound to affect local authority provision. 

28. The LGA welcomed the reduction in ring-fencing in 2011-12.  However in this 
settlement there seems to be a movement back to ring-fenced grants.  This goes 
against local choice on expenditure decisions. 

29. As an example, the LGA has heard considerable concern from member 
authorities that both the £150m holdback and the increase in resources for 
provision for disadvantaged 2-year olds, which is within the ring-fenced 
Dedicated Schools Grant are at the expense of other early intervention 
expenditure. The amount incorporated in the Start-up Funding Assessment, 
which is £1.709bn represents a 28% fall compared with the Early Intervention 
Grant in 2012-13.  LGA member councils have expressed the view that this could 
well lead to a fall in the number of children’s centres being funded. 

30. Whilst we understand that the government wishes to prioritise certain policies, it 
should be for local authorities who have responsibility for local services to 
prioritise the use of scarce resources according to local priorities.  Increases in 
funding steams for some areas are welcome but they should not come at the 
expense of reducing other areas. We expect the Government to apply its New 
Burdens policy in this area. 

We welcome the government’s decision to provide additional grant funding to 
the worst affected of the shire districts that received transitional grant funding 
in 2012-13, but ask the government for this to be provided without strings 

31. Seven shire districts will be eligible to receive the new Efficiency Support Grant in 
2013-14 and 2014-15.  The LGA, in its response to the business rates technical 
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consultation, drew attention to the position of the shire districts that received 
transitional grant in 2012-13 and so we are pleased that provision has been 
made. 

32. However we are concerned that in order to get this grant funding the authorities 
will have to produce a business plan to demonstrate the savings being made in 
shared services, shared chief executives, shared procurement and asset 
management and that receipt of the grant in 2014-15 will be dependent on 
showing progress in these areas. 

33. The LGA is aware that many authorities are demonstrating savings through these 
and other routes.  However we are concerned at this being made a condition for 
the receipt of grant. 

Council tax decisions are for local people to take  

34. The settlement confirmed that there will be a council tax referendum threshold of 
2% (with a concession for shire districts, fire and police authorities in the lowest 
quartile of council tax to increase their Band D council tax by the maximum of £5 
or 2%). 

35. It also confirmed a 1% grant for 2013-14 and 2014-15 for councils which freeze 
their council tax in 2013-14.  Although councils do not wish to impose council tax 
increases on local people, this is giving them very little leeway, particularly at the 
time when there are funding reductions and the new local council tax support 
arrangements are being introduced. 

36. We ask the government to remove the referendum threshold. 

Conclusion 

37. We hope ministers will act on these points in coming to their decisions on the 
final settlement 

 

Local Government Association 

January 2013 
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Spending Review 
 
 
Purpose of report 
 
To outline the shape of the LGA’s Spending Review submission for discussion and direction. 
 
Summary 
 
There will be a one year Spending Review looking at spending plans 2015-16 with an 
announcement before the summer recess. This note invites members to comment on the 
coverage of the LGA’s submission and outlines our proposed approach. 

 
  
 
 

 
Recommendation 
 
For discussion and direction. 
 
Action 
 
Officers to act as directed by members. 
 
 
 
 
 
Contact officer:  Phillip Mind 

Position:  Senior Adviser 

Phone no:  0207 664 3243 

E-mail:  Philip.mind@local.gov.uk 

 

  
15



 

  
16



Finance Panel  
25 January 2013  

 
  Item 2 
 

     

                                                

Spending Review 

Background 

1. Both the Autumn Statement and the Coalition’s mid-term review made statements 
about this year’s Spending Review (SR): 

1.1. The review will report before the summer recess. Reporting at the time of the 
Budget has not been ruled out yet. 

1.2. The Government will operate on the principle that departmental resource budgets 
continue on the same trajectory in 2015-16 as over the period of the 2010 
Spending Review (SR10). 

1.3. Spending on health, schools and overseas development and aid will be protected 
from further reductions. 

1.4. The Government is committed to “increase the proportion of spending that is 
awarded through the single funding pot based on Lord Heseltine’s 
recommendations. This is likely to include some of the funding for local transport, 
housing, schemes to get people back into work, skills and any additional local 
growth funding”1 and details are promised in the Spending Review. 

1.5. The Government will accelerate programmes of work to progress reform, drive 
efficiency and reduce wasteful bureaucracy. 

1.6. Total Managed Expenditure in 2017-18 will continue to fall at the same rate as 
the SR10 period. 

1.7. Exemption from the 2013-14 [one] per cent reduction is described by the 
Treasury “as an opportunity for local authorities to invest in reform…by 
consolidating back offices and transforming service delivery.” 2  

2. The key point here is the Government’s expectation that spending plans will continue 
on their current trajectory. There is a judgment to be made about how the LGA 
responds to this message. 

3. Notwithstanding that decision, our proposed approach is to: clearly set out how local 
government has managed to reduce spending in line with SR10; the implications of 
continuing on that trajectory; and the measures that need to be taken to make it easier 
for local councils to manage within their financial settlement. 

 
1 Autumn Statement, HM Treasury, 2012 
2 Ibid 
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Local government’s Spending Review submission 

4. At the Finance Panel, we would like to invite the Panel to consider the main pillars of 
the LGA’s SR submission to the Treasury – what follows below is an outline to aid that 
discussion. Later on, we sketch out what we can, in absence of a date for the 
announcement, about the process. 

5. Local government deserves great credit for the way it has managed to live within the 
SR10 allocations.  

6. Our first proposed pillar is to set out a factual account of our track record 
including: 

6.1. the reductions in budgets since 2010-11 and the variable impacts across the 
sector; 

6.2. the headcount reductions; 

6.3. progress on shared services, collaborative procurement, asset sales and other 
headline efficiency measures and measures to accelerate the full potential of 
these efficiencies; 

6.4. the impact on services, including closures and the re-framing of service 
thresholds. 

7. Our second proposed pillar is to set out the cost pressures, drawing on the 
funding outlook model, other internal analysis and external sources including: 

7.1. Between 2010 and 2030 the population over 75 is forecast to increase by 64%, 
and the number of adults with learning disabilities by 32%3. Over the same time 
period, the additional cost of adult social care is projected to increase by 84% 
from £14.5 billion to £26.7 billion in real terms4. Over the last two years, adult 
social care budgets have reduced by £1.89 billion5 in real terms.   

7.2. Pupil numbers (age up to and including 15) in state-funded schools began to 
increase in 2011 and are projected to continue rising (with more acute pressure 
on school places in some areas). For example, by 2020 numbers in maintained 
nursery and state-funded primary schools are projected to be 20% higher than in 
2011. There are also increases in the number of pupils with special needs. Some 
councils, particularly in the North East, are reporting increases in the numbers of 
looked after children. There are pressures resulting from reducing the amount of 
ring-fenced early intervention grant and the decision to fund some central 

 
3 LGA figures 
4 LGA figures 
5 ADASS Social Care Budget Survey 2012-13 
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education services to schools and academies through the new Education 
Support Grant. 

7.3. Waste management costs are projected to rise by 3% (or over £120 million) 
between 2014-15 and 2015-16, even if efficiency savings continue to be realised. 

8. Our third proposed pillar will cover the impact of policy that has changed the 
local government financial framework introducing additional risk, uncertainty or 
cost including, for example: 

8.1. the council tax freeze; 

8.2. the localisation of council tax benefit (and other welfare reform changes); 

8.3. the localisation of business rates; 

8.4. the academy programme. 

9. The remaining pillars deal with coping mechanisms – they can be described more 
positively as offers, and we will need to consider carefully language and tone. For 
example, some council leaders are concerned about community resilience. 

10. The fourth pillar is growth – higher growth will help reduce the pressure on public 
services in the round (for example welfare payments, homelessness) and help drive 
local government’s tax base, for example through business rate retention.  We know 
from the local growth campaign that councils have continued to promote local growth 
despite falling budgets.  

11. Professor Travers’ report6 also reminds us that the funding gap will lead to a focus on 
core statutory services for adults and children and waste management, reducing the 
funds available for those services that are growth promoting for example transport, 
environmental services, planning and capital investments.  

12. Councils are ambitious to do more to promote local growth. We will be lobbying for an 
response to the Lord Heseltine’s review7 that enables local growth, and in particular a 
single pot that increases local decision-making over the public funds available to 
promote growth for example on vocational skills.  

13. The fifth proposed pillar is community budgets. The Ernst and Young report8 
shows that if other places were able to replicate the approaches taken by the whole 
place pilots then there would be an annual steady state saving of over £4 billion a year 
and a savings of up to £21 billion over 5 years – across all public services. There are 
pre-conditions for such a rollout: at the local level relating for example to collaborative 

 
6 Local government’s role in promoting growth, Professor Tony Travers, 2012 
7 No stone unturned in pursuit of growth, Lord Heseltine, 2012 
8 Whole place community budgets: a review of the potential for aggregation, Ernst and Young, 2013 
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public service leadership; and national pre-conditions that require new ways of 
collectively funding, organising and delivering public services.   

14. Community budgets are not however a quick fix or an easy way to make savings – they 
are however a more progressive way to cope with falling budgets than cuts. 

15. The sixth pillar is to set out the mitigating measures that are service specific. 
This pillar will need to be developed but the Government needs to put adult social care 
on a sustainable financial footing to take account of the demographic pressures, and to 
meet the costs of both the draft Care and Support Bill and those associated with the 
Dilnot proposals.  We will consider developing an LGA estimate of the funding gap. 

16. In children’s services, the increasing pupil numbers require a school building 
programme and the capital finance for it9. This was subject of a review in 2011 for 
which we await the Government’s response. A school building programme should be 
commissioned locally from a single capital pot.  

17. Early Intervention Grant has been subject to a number of reductions (set out above).  It 
needs protecting to allow councils to address the pressures on safeguarding and 
looked after children.   

18. We could also make a case for freezing the landfill tax. 

19. To support and develop these proposals we are beginning to consider the additional 
research and analysis we might commission.  

20. The seventh pillar sweeps up the other measures that would enable local 
government to cope more effectively with the impact of an SR10 trajectory.  They 
relate to the rules and ring-fences attached to local government funding which inhibit 
the efficient allocation of resources locally. We could consult the sector about the rules 
they would like to see removed.   

21. We could also include the development of innovative financing mechanisms, such as 
social impact bonds. 

22. After the panel meets, we would propose developing a short, overarching narrative that 
brings these separate strands together and includes the most compelling facts and 
prioritise the issues for which local government needs a positive SR outcome.  

Process 

23. Without a timeline we cannot be completely clear about process – if the outcome of the 
Spending Review were to be announced at the time of the Budget on 20 March, we 
would need to focus on key areas. 

 
9 Review of education capital, Sebastian James, 2011 
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24. The Treasury sets the SR process – there are departmental submissions, bi-laterals 
between the Chief Secretary and Spending Departments and meetings of the group 
within Cabinet that taken the final decisions.  We need to identify the key decision 
points and time our interventions to influence them. 

25. Alongside that we need to engage local government – in shaping the submission and 
evidencing our propositions. Subject to the point about timing of the announcement, we 
would propose: 

25.1. An early submission in late February/March based on a short consultation with 
the sector. 

25.2. A more thoroughly evidenced based submission in April/May. 

25.3. A co-ordinated suite of meetings with senior members of Government – in 
Cabinet and at official level timed to impact on the key decision points. 

25.4. Briefings with other groups who could help make local government’s case, for 
example in the voluntary and business sectors. 

26. The LGA Executive will take the final decisions on the content of the submission and 
also play a role in steering its development, with the Finance Panel providing the initial 
political direction during its development. Officers are currently developing a Spending 
Review project plan. 

Conclusion and next steps 

27. Members of the Finance Panel are invited to comment on the outline themes and the 
approach to the Spending Review described in this note. 

Financial Implications 

28. None. This will be managed within existing LGA budgets. 
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Whole Place Community Budgets 
 
Purpose of report 
 
For discussion. 
 
 
Summary 
 
This note updates the Finance Panel on taking forward whole place community budgets.  

 
  
 
 

 
Recommendation 
 
Members are invited to discuss community budgets and how they feature in our work on 
local government funding and the Spending Review – officers will update members on the 
latest developments at the panel’s meeting.  
 
Action 
 
LGA Officers to proceed as directed. 
 
 
 
 
 
Contact officer:   Phillip Mind 

Position: Senior Adviser 

Phone no: 020 7664 3243 

E-mail: philip.mind@local.gov.uk  
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Community Budgets 
 

1. At the LGA Executive meeting on 10 January, members discussed: 
 

1.1. the conclusions of Ernst and Young’s review of the potential for aggregating the 
impact of community budgets on a national scale; 

 
1.2. the prospects for striking the necessary bargain – or contract – between central 

and local government to ensure the preconditions for implementing the four pilots’ 
proposals can be met; 

 
1.3. the support that might be needed to help other areas make progress with this 

approach to public service reform. 
 

The Aggregation Study 
 
2. The Ernst and Young aggregation study, commissioned by the LGA and the pilots sites 

aggregates the cost/benefit analyses in the whole place community budgets pilots’ final 
business cases to a national level.  Each of these cases proposes service reform on 
issues including health and social care, work and skills, troubled families.  
 

3. The report shows the potential financial benefits of adopting the pilots’ approaches 
across the country and makes the case for putting the national and local conditions in 
place. 

 
4. This national aggregation model reflects the fact that each pilot has taken its own 

approach to service redesign, and that the same kind of variety is likely to be found as 
the result of a wider roll-out. It therefore shows the potential financial benefits as a 
range. It has also adopted a number of extremely cautious assumptions about the 
figures: they have all been adjusted downwards by between 10% to 33% for optimism 
bias, for example. 

 
5. The aggregation model also only generates figures for projects where three or all four 

of the pilots have produced a broadly comparable business case. It therefore only 
aggregates figures for 

 
5.1. health  and care integration; 
5.2. skills and employment; 
5.3. troubled families. 

 
6. Across the pilots, work has also been undertaken on issues such as early intervention, 

early years, reoffending, drugs and alcohol treatment.  Savings from wider rollout of 
that work would be in addition to the figures in the aggregation model. 

 
7. The model estimates that the five-year net financial benefit from national roll-out of the 

three themes would be between £10 billion and £20 billion at a 2012-13 net present 
value. In-year net financial benefit would reach between £5 billion and £10 billion 

  
25



Finance Panel  
25 January 2013 

                  
  Item 3 
 

     

(rounding up) by the fifth year and the pilots’ businesses cases indicate that savings 
would grow after year five. This represents between 2% and 13% of the relevant 
spending across all the organisations involved.  
 

8. The share of the benefits attributable to local government is – on average across the 
themes – about one-fifth. The table below sets out the figures: 

 
Theme Net annual 

benefit £bn 
Annual 
addressable 
spend £bn 

% of 
addressable 
spend  

5 year net 
benefit £bn 

Health and 
social care 

2.8 – 5.0 56.7 5-9% 5.8 – 12.0 

Families with 
complex 
needs 

0.4 – 1.2 9.0 4-13% 0.5 – 2.7 

Work and 
skills 
 

1.0 – 1.7 41.4 2-4% 3.1 – 5.9 

Total 4.2 – 7.9 107.1 4-8% 9.4 – 20.6 
 
9. The net financial benefits reflect the balance between upfront investment and savings. 

Each pilot shows a different profile of investment to achieve the savings, with some 
more heavily loaded towards the earlier years. 

 
10. There are three obvious but very important provisos that emerge from the Ernst and 

Young work: 
 

10.1. first, any financial benefits from adopting the community budgets approach take 
some years to materialise and require accompanying investment; 

 
10.2. secondly, the benefits are contingent on the pilots’ new models actually being 

adopted, which means that preconditions such as enabling changes to central 
Government systems must first be met (more discussion on these preconditions 
is in the next section of this paper); 

 
10.3. thirdly, benefits on the national scale set out in Ernst and Young’s modelling are 

only available if the capacity exists everywhere to adopt the community budget 
approach. While many places are working in a similar way and have the 
preconditions for implementation in place, others are not at this point ready. They 
would need to capacity development to take this approach. 

 
Meeting the preconditions: next steps 
 
11. The pilots’ business cases identify dozens of separate changes in processes or rules 

within central Government agencies which are necessary to implement the joint 
working models they have devised. The Government’s announcement in the Autumn 
Statement that it expects local areas to proceed with the community budget approach 
strongly implies that it is predisposed to make those changes. The decision-making 
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process or processes by which that will happen in general have yet to be made clear, 
though. 
 

12. In some areas, there is a definite process in train which addresses the pilots’ 
preconditions. For example: 

 
12.1. we understand that it is the Government’s intention for the pilots’ requests for 

greater local decision-making over what skills provision should be funded, and for 
pooled local capital/infrastructure budgets, to be addressed as part of the 
Government’s response to the Heseltine Review, which made parallel 
recommendations; 

 
12.2. the Department of Health has committed to making progress on health and care 

integration in ten places, which in principle suggests that the four community 
budget areas could and should be included in that exercise. 

 
13. But there is at this point no explicit process by which the Government will address the 

preconditions identified by the community budget places. We are in active discussions 
with the Government about how the preconditions will be addressed.  
 

Support: next steps 
 
14. Both the implementation in the current four pilot areas and wider roll-out of community 

budgets are contingent on the necessary capacity being there in places. The particular 
success identified by the pilots include the maturity of local partnerships and leadership 
of place, the use of teams drawn from across local public services, analytical capacity, 
especially financial, and the deployment of secondees from Whitehall departments. Not 
every place will be ready to develop its own community budget without capacity 
support of this kind. 

 
15. At the same time, a number of support offers relevant to the main community budget 

themes already exist, provided either within the local government sector or elsewhere. 
These include in particular the Leadership Centre’s leadership of place offer, capital 
and assets pathfinders, and offers around health and care integration through Health 
and Wellbeing Boards. Any targeted support around community budgets should not 
duplicate or create confusion around these, but rather signpost places to them and help 
places draw on them. It also needs to build on what the existing Challenge and 
Learning Network1 has done to share learning from the pilots and establish a core of 
other places interested in taking the same approach. 

 
16. As members will be aware, supporting and promoting community budgets is a key 

theme in the emerging draft LGA business plan for the coming year. We will need to 
ensure that the spending round for 2015-16 recognises the potential of community 
budgets and that the measures are put in place which will enable the next full Spending 
Review to ensure that community budgets become the “normal” way of delivering 
public services. The Panel is invited to consider how the community budgets narrative 

 
1 The Challenge and Learning Network is made up of the 14 councils that applied to be a whole place 
community budget pilots but which were unsuccessful. 
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should be reflected in our wider work on local government funding and the Spending 
Review. 
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Autumn Statement 2012 
 
Purpose of report 
 
For information. 
 
Summary 
 
This report highlights the announcements in the Autumn Statement with implications for local 
government.  

 
  
 
 

 
Recommendation 
 
Members are asked to note the update. 

 
Action 
 
Officers to provide updates on any follow-up announcements and policy developments.  
 
 
 
 
 
Contact officer:   Piali Das Gupta 

Position: Senior Adviser 

Phone no: 020 7664 3041 

E-mail: Piali.Dasgupta@local.gov.uk 
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Autumn Statement 2012 
 
1. The Chancellor of the Exchequer delivered his 2012 Autumn Statement on 5 

December.  The LGA provided member authorities with an on-the-day briefing about 
the key announcements relevant for local government and has been following up with 
departmental officials on the detail.   
 

2. In addition to announcements about the future path of public spending and the next 
Spending Review, the Autumn Statement also confirmed that departmental budgets 
would be subject to further cuts in 2013-14 and 2014-15 in order for £5 billion in current 
spending to be switched to capital spending to be invested in infrastructure.  Local 
government will be exempt from the 1% additional reductions to departmental budgets 
in 2013-14 but will be subject to the additional 2% cut in 2014-15.  The cut to local 
government funding will amount to £447 million (reduction included in the 2014/15 
provisional local government finance settlement as announced on 19 December 2012), 
but there is also a risk that other departments will pass on a part of their reductions by 
cutting their grants to local government.  We have characterised the proposed 
additional cuts to local government as unsustainable and will press the case for any 
further savings to come from Whitehall departments rather than local government. 

 
3. Local authorities will be able to access some of the capital funding that is being made 

available for infrastructure, although we await further detail on how this funding will be 
distributed.  New infrastructure spending announcements included: 

 
3.1. £270 million for priority national and local projects to remove bottlenecks and 

support development; 
3.2. £333 million for national and local road maintenance; 
3.3. £120 million to build new flood defences; 
3.4. £980 million in schools to 2014-15; 
3.5. £310 million towards the Regional Growth Fund in England; 
3.6. £225 million to accelerate delivery of large housing sites;  
3.7. £50 million to support a second wave of cities to roll-out broadband; 
3.8. A new concessionary public works loan rate to an infrastructure project 

nominated by each Local Enterprise Partnership (excluding London), with the 
total borrowing capped at £1.5 billion.  

 
4. There were positive announcements in the Autumn Statement regarding devolution of 

growth-related funding and skills policy, which the LGA has long called for.  The 
Chancellor signalled that a greater proportion of growth-related spending would be 
devolved to local areas from April 2015, in response to Lord Heseltine’s review of 
economic growth. This spending will be devolved by creating a single funding pot for 
local areas on the basis of the strategic plans developed by Local Enterprise 
Partnerships (LEPs).  LEPs will also be given a role setting skills strategies consistent 
with national objectives and be able to determine how the European Union Common 
Strategic Framework funds, including the European Social Fund, are used locally, and 
will be able to bring bidders together to access Employer Ownership Pilot funding.   
 

Financial Implications 
 

5. This is core work for the LGA and is budgeted for within the 2012-13 LGA budget.   
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Funding for Local Enterprise Partnerships 
 
 
Purpose of report 
 
For information. 
 
 
Summary 
 
This paper sets out the funding streams of Local Enterprise Partnerships (LEPs). 

 
  
 
 

 
Recommendation 
 
Members are asked to note the paper. 
 
Action 
 
LGA Officers to follow up any actions agreed by the Panel. 
 
 
 
 
 
Contact officer:   Kamal Panchal 

Position: Senior Adviser 

Phone no: 020 7664 3174 

E-mail: Kamal.panchal@local.gov.uk 
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Funding for Local Enterprise Partnerships 
 
Background 
 
1. Launched in June 2010, Local Enterprise Partnerships (LEPs) were intended to be 

‘local groups of councils and business leaders’ coming together to ‘provide strategic 
leadership in their areas to set out local economic priorities’. 

 
2. There are now 39 LEPs, covering the whole of England. Each LEP is very different – 

they have developed organically and their priorities reflect sub-regional needs, 
circumstances, strengths and opportunities. 

 
3. There are essentially two types of LEP activity that requires funding: Core Funding and 

Project Funding. 
 
Core funding 

 
4. Core funding enables them to perform basic tasks such as providing a secretariat, 

structural support and communications. Each LEP has taken its own approach to its 
organisation and delivery, including the administrative functions that have been 
established. 

 
5. The bulk of administrative and structural support comes from public sector partners. 

Overwhelmingly, it is local authorities who provide and fund the salaries of the 
personnel who run, and are involved in the LEP secretariat. Therefore the public sector 
tends to support LEPs in the form of human capital, FTE salaries, additional 
administrative resources and occasionally, monetary funding for specific project 
implementation. 

 
6. In September 2012, the All Party Parliamentary Group on Local Growth recommended 

that “Government should commit to providing a modest amount of core funding to LEPs 
in order to ensure that they have a basic level of staffing and the ability to act 
independently and balance different local interests.” 

 
7. The government recently announced that a potential total of £24 million additional 

funding for LEPs will be made over the next 3 years “to help them plan and develop 
their work in support of local economic growth”. For 2012/13 this means each LEP will 
be given £125,000.  Thereafter, each LEP will be invited to bid for matched funding for 
2013/14 and 2014/15, for up to £250,000 each year, setting out how they would be 
able to offer a cash match from public or private resources. 

 
 
Project funding 

 
8. LEPs will have projects and programmes that are likely to require funding. These will 

vary according to priorities agreed – such as supporting inward investment; transport 
issues or the development of the green economy. The vast majority of LEPs are not 
formal institutions or accountable bodies, therefore a council from the LEP area will act 
as the accountable body for government grants. 
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9. Four key sources of project/programme funding have been made available to LEPs 

and the areas they serve: 
 

9.1. Regional Growth Fund 
9.2. Growing Places Fund 
9.3. Other national sources 
9.4. Local sources 

 
Regional growth fund (RGF) 
 
10. RGF is not a LEP-specific fund, open to proposals from the private sector and any 

public private partnerships. However LEPs were expected to have played a 
coordinating role. It has a minimum bid threshold of £1 million. The RGF is a £2.6 
billion fund operating across England from 2011 to 2016. It supports projects and 
programmes that lever private sector investment to create economic growth and 
sustainable employment. The first 3 rounds allocated £2.4 billion which is hoped will 
leverage over £13 billion of private sector investment and create or safeguard over 
500,000 jobs. 

 
11. Councils and local partners are disappointed with the delays and the bureaucracy 

attached to the Regional Growth Fund (RGF) which exemplifies that competitive 
bidding rounds based on national criteria lead to greater bureaucracy and less effective 
distribution of resources. 

 
Growing Places Fund (GPF) 
 
12. In November 2011, the Government launched the £500 million Growing Places Fund.  

The funding was split equally across the Department for Communities and Local 
Government (DCLG) and Department for Business Innovation and Skills (BIS). The 
fund has 3 aims: 

 
12.1. to generate economic activity in the short term by addressing immediate 

infrastructure and site constraints and promote the delivery of jobs and housing 
 

12.2. to allow local enterprise partnerships to prioritise the infrastructure they need, 
empowering them to deliver their economic strategies 
 

12.3. to establish sustainable revolving funds so that funding can be reinvested to 
unlock further development, and leverage private investment. 

 
13. The LGA agreed that the GPF is a much better mechanism for allocating funds to LEPs 

to invest directly in local economies. The allocation of unring-fenced funds on a 
formulaic basis allows places to prioritise projects through investment frameworks and 
get investment underway earlier. 
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Other national sources 
 
14. As well as RGF and GPF, some LEPs have worked closely with their constituent local 

authorities in securing other funding, such as from the Local Sustainable Transport 
Funding (LSTF) or have secured broadband funding from the Broadband Delivery UK 
fund. 

 
Local sources 
 
15. A number of LEPs have secured other private sector funding such as Gloucestershire 

with £1.3 million private inward investment from a single investor and Leeds City 
Region securing £10 million private sector support for its Domestic Energy Efficiency 
programme. 

 
Future funding issues 
 
16. In his Autumn Statement, the Chancellor signalled that a greater proportion of growth-

related spending would be devolved to local areas from April 2015, in response to Lord 
Heseltine’s review of economic growth. The Government will devolve this spending on 
the basis of the strategic plans developed by LEPs by creating a single funding pot for 
local areas. 

 
17. The Government will also take the opportunity to streamline its management of the EU 

Common Strategic Framework funds in England. 
 
18. The LGA has backed Lord Heseltine’s view in support of the devolution of budgets for 

transport, skills and employment. This view has been endorsed by the Chancellor and 
we welcome this direction of travel to support local economic growth. However, we 
would not support competitive bids for such funds, where Whitehall civil servants with 
no experience of business and localities decide how money is allocated. We await 
further details in the Spring. 

 
19. On 18 September the Government formally published its plans for devolving Local 

Majors (Transport) Scheme funding. The primary decision making bodies on the use of 
the devolved funding will be Local Transport Bodies (LTBs), voluntary partnerships of 
local transport authorities and LEPs. The available funding will be distributed on a 
simple per-capita basis. Indicative figures for planning assumptions will be provided for 
each LTB in October 2012 with final figures determined following the Spending Review. 

 
20. The LGA has welcomed proposals to align, simplify and devolve decision-making over 

the spending of EU funds on growth and skills. The current seven-year programmes 
represent around £8 billion, which local authorities and partners use to generate growth 
and give people the skills to benefit from it. To unlock full value from these funds it is 
important all local partners in LEP areas have genuine levers over funds and bring the 
co-finance needed to spend it, that they have the opportunity to manage funds where 
partners want to, and that large proportions of funds are not top-sliced into 
departmental budgets and programmes. 
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Conclusion 
 
21. The LGA will continue to lobby to ensure that local partnerships are able to access the 

resources that their economies need to grow. This includes devolution of decision-
making over growth /economy related government funding as well as greater borrowing 
flexibilities and freedoms. The Economy and Transport Board have commissioned 
Centre for Cities to explore what an effective devolution programme on local growth 
could be. 

 
22. In terms of core funding, generally LEPs agree that there needs to be a fine balance to 

undertake core activities and pursue LEP priorities and plans, whilst avoiding becoming 
large, costly public bodies that would risk alienating prospective partners. 

 
23. Finally, the LGA has offered a package of support to local authorities or groups of local 

authorities. This includes specific support in relation to putting together City Deal 
propositions. The nature of the support is broad, involving peer support, research, 
events and seminars, as well as focussed member workshops.   The LGA will continue 
to develop its offer to councils and their partners to ensure LEPs develop and are able 
to take advantage of greater devolution of e.g. growth funding, skills provision and 
transport. 
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Social impact bonds 
 
 
Purpose of report 
 
An update on social impact bonds for information. 
 
 
Summary 
 
This note updates members on the latest developments on social impact bonds. 

 
  
 
 

 
Recommendation 
 
For information. 
 
Action 
 
Officers to act on any comments members have. 
 
 
 
 
 
Contact officer:  
 

Phillip Mind   

Position:  Senior Adviser 

Phone no:  020 7664 3243 

E-mail:  Philip.mind@local.gov.uk 
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Social impact bonds 

Background 

1. Social impact bonds (SIBs) are a form of outcomes based contract in which the public 
sector pays for better social or economic outcomes for a defined population. The cost 
of the intervention is met by the private investors who receive a return when the 
outcomes improve (or not, if they don’t). 

2. The social finance market is currently small but it is seen as way of funding innovation 
and transferring risk. Some councils see it as having real potential – Essex, for 
example have identified a pipeline of social investment proposals to attract £100 million 
of social investment over coming years. 

3. The development of SIBs presents a number of difficult technical challenges, for 
example: 

3.1. defining, measuring and pricing the outcome – SIBs can only operate where 
there is robust data; 

3.2. attributing the outcome to the intervention – some outcomes result from a wide 
range of factors, rather a specific service or intervention; 

3.3. the period over which the outcome matures – which in some cases is over the 
medium to long term. 

4. These challenges are not insurmountable but they create up-front transaction costs, 
especially for first movers. 

Latest developments 

5. The Cabinet Office is committed to developing SIBs. In November last year, it launched 
a £20 million Social Outcomes Fund and a Centre for Social Impact Bonds in the 
Cabinet Office. The fund provides a top up to make prototype schemes viable. 

6. The first bonds have launched. 

7. Social Finance and Action for Children have been awarded a contract by Essex County 
Council to develop a social impact bond to provide support for 380 vulnerable children 
and their families with a target of preventing 100 adolescents going into care. Social 
Finance has raised £3.1 million for the bond from social investors including Big Society 
Capital. 
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8. The Mayor of London has also launched a bond with St Mungo’s and ThamesReach to 
help 800 rough-sleepers and in doing so move them into stable accommodation, 
manage their health better and secure employment. 

The whole place pilots 

9. There is a strong link between community budgets (and the financially hard-edged 
proposals for new public service delivery models they are developing) and social 
impact bonds where the outcome benefits several local and national partners. In 
theory, several partners could co-commission a bond and strike a collective investment 
agreement to pay the returns according to how they benefit. 

Conclusion and next steps 

10. The LGA has not actively lobbied on SIBs but officers have kept a watching brief on 
developments. The whole place pilots would like to see a scaled up Social Outcomes 
Fund and funding to support the development of a greater pipeline of suitable social 
investment projects. 

11. This is something the panel might consider supporting as part of the “asks” the LGA 
lobbies for in the Spending Review. 

Financial Implications 

12. None. 
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Reserves Survey 

 
Purpose of report  
 
For information. 
 
Summary 
 
This report summarises a survey on reserves which has been sent to LGA member councils. 

 
  
 
 

 
Recommendation  
 
That members note that the reserves survey has now been forwarded to member councils. 
 
Action 
 
Officers to report the results of the survey to this Panel. 
 
 
 
 
 
Contact officer:   Mike Heiser 

Position: Senior Adviser (Finance) 

Phone no: 020 7664 3265 

E-mail: mike.heiser@local.gov.uk 
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Reserves Survey 

 
Background 

1. The position on the level of local government reserves has been commented on by 
Ministers from the Department for Communities and Local Government (DCLG). In 
addition an Audit Commission report which was published in December 2012 
considered both the level of reserves and wider issues. 

2. In short, councils had around £16 billion in non-schools revenue reserves on 31 March 
2012.  £12 billion of this is earmarked. 

3. Previous work from the LGA, and the Audit Commission, has identified that the many 
earmarked reserves are held for capital purposes.  LGA press work last Autumn 
concentrated on how this is contributing to growth. 

4. A report from the National Audit Office on the Financial Sustainability of Local 
Authorities is expected at the end of January 2013.  Drafts seen by LGA officers 
suggest that this will include information on the use of and level of reserves in 2010/11 
and 2011/12. 

Survey 

5. Councils report basic information on reserves, such as the split between non-
earmarked and earmarked reserves to DCLG on both their budget (RA) and outturn 
(RO) expenditure returns. The level of schools reserves is also reported.  However 
there is no systematic collection of further information, such as the purposes for which 
earmarked reserves are held. 

6. The LGA has therefore circulated a survey to Directors of Finance / Treasurers in 
member councils, which is included as Appendix A to this report.  This is aimed, in 
particular, at finding out: 

6.1. How much of authorities’ revenue reserves are earmarked for growth purposes. 

6.2. How much of earmarked reserves could be reallocated to other purposes – and 
what the effect would be. 

6.3. What authorities predict their reserves will be at the end of the financial years 
2012-13 and 2013-14. 

6.4. Information on any usable capital reserves. 

Conclusion and next steps 

7. Officers in the LGA’s research section have been responsible for drafting the survey 
and will analyse the results.  A report summarising early findings will be circulated to 
the Finance Panel once the survey is completed. The results will be used to inform 
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LGA comment around the NAO report, 2013/14 budget setting and other relevant work, 
and potentially our submission to the 2015-16 Spending Review. 

Financial Implications 

8. This is core work for the LGA and will be contained within existing budgets. 
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LGA survey of local authority reserves 2013 
 
Dear Colleague, 
 
In his Oral Statement on the local government finance settlement on December 19th, 
the Secretary of State for Communities and Local Government asserted that 
“councils are sitting on £16 billion of reserves”. With the Chancellor having indicated 
in the Autumn Statement on December 5th that detailed public spending plans for 
2015-16 will be set out in a Spending Review to be called early in 2013, we believe 
that there is an urgent need to set the record straight on local authority reserves and 
their capacity to be used to plug future funding gaps. 
 
We would therefore be very grateful for your help in building as complete 
an evidence base as possible to make our case by completing the attached survey 
by 22nd January. 
 
[link to survey to come] 
 
We recognise that there are many demands on your time at the moment, so have 
tried to make this survey as easy to complete as possible. We apologise for the short 
timescale, but we believe that the sector needs to be in a position to feed in to the 
Government’s deliberations on the Spending Review as early as possible. Your 
response will be treated in confidence and no identifiable response will be published 
without prior permission. Please feel free to forward the survey to a colleague if you 
don't think you are the most appropriate person. 
 
If you have any questions about the survey please contact 
stephen.richards@local.gov.uk. 
 
Thank you in anticipation of your help. 
 
Yours sincerely, 
 
Carolyn Downs 
Chief Executive 
Local Government Asssociation 
 
 
Notes 
The first three sections of the survey relate to revenue reserves only, and the last 
refers to capital reserves only. 
School reserves are outside the scope of the survey. 
Definitions of revenue reserves are taken from the 2012/13 RA return (as follows) 
 
Total reserves 
All revenue reserves of the authority. Include former special and capital funds; 
earmarked reserves; reserves Trading Accounts; Exclude schools’ reserves, pension 
fund reserves; HRA balances; provisions; amounts set aside to meet credit liabilities; 
unused capital receipts; Collection Fund balances (of billing authorities).  
 
   

47

mailto:stephen.richards@local.gov.uk


 
Finance Panel 
25 January 2013 

  

Item 7 

 Appendix A 

 
 
 
Earmarked reserves 
Only amounts contributed from the GFRA. Exclude any unapplied capital receipts 
which may also be held in these funds, as well as amounts earmarked for future 
council tax reduction or budget support. 
 
Unallocated reserves  
Those revenue reserves which have not been earmarked. The working balances of 
the authority which are used to cover cash flow, and are available for emergencies 
only. Amounts 'earmarked' for future council tax reduction or budget support. 
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Authority details 
[Authority and contact details pre-populated] 
 
The base information on revenue reserves for this survey is from CLG’s RO/RA 
returns: 
Your authority’s revenue reserves at 31st March 2012 (from 2011/12 RO) 
Earmarked £___ thousands 
Unallocated £___ thousands 
Total £___ thousands 
Your authority’s estimated total revenue reserves at 31st March 2013 (from 2012/13 
RA) 
£ ___ thousands 
[Above will be pre-populated] 
 
REASONS FOR HOLDING REVENUE RESERVES 
 
1. How much of your authority’s revenue reserves at the end of the year (31st 
March 2012 RO) were earmarked for growth purposes, e.g. housing or 
infrastructure projects, business development? 
Please exclude school reserves. 
£______ thousands 
Don’t know 
 
2. Please provide brief details of any specific growth-related projects for which 
your authority is holding revenue reserves. 
[open text] 
 
3. How much of your authority’s revenue reserves at the end of the year (31st 
March 2012 RO) were earmarked for capital purposes? 
Please exclude school reserves. 
£____ thousands 
Don’t know 
 
4. How much, if any, of your authority’s revenue reserves at the end of the year 
(31st March 2012) could potentially be used for other purposes, i.e. were not 
totally committed? 
Please exclude school reserves. Enter ‘0’ if none. 
£______ thousands 
Don’t know 
 
[If Q4>0] 
5. Please briefly describe any effect(s) on your authority of re-allocating the 
earmarked revenue reserves identified in the previous question for other 
purposes? 
[open text] 
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2012/13 REVENUE RESERVES 
 
6. What do you currently estimate the level of your authority’s total revenue 
reserves will be at 31st March 2013? 
Please exclude school reserves. 
£________ thousands 
Don’t know 
 
[If Q6 different 2012/13 RA] 
7. Please briefly explain why your current estimate differs from the 31st March 
2013 figure given in the 2012/13 RA. 
[open text] 
 
[If Q6 different from 2011/12 RO] 
8. Please indicate the reason(s) for the change in the level of your authority’s 
revenue reserves between 31st March 2012 and 31st March 2013. 
Tick all that apply. 
Uncertainty about business rates 
Uncertainty about council tax support 
Uncertainty about welfare reform 
New Homes Bonus funding 
Community Infrastructure Levy funding 
Income from other specific grants 
Reaching savings targets ahead of schedule 
Social care pressures 
Other (please specify) 
 
2013/14 REVENUE RESERVES 
 
9. What do you anticipate the level of your authority’s total revenue reserves 
will be at 31st March 2014 relative to your current estimate for 31st March 2013 
[Q6]? 
Please exclude school reserves. 
Much higher 
A little higher 
Broadly unchanged 
A little lower 
Much lower 
Don’t know 
 
[If Q9 higher or lower] 
10. Please briefly explain why you anticipate your authority’s total revenue 
reserves being higher/lower at 31st March 2014 than at 31st March 2013. 
[open text] 
 
CAPITAL RESERVES 
 
11. What was the level of your authority's usable capital reserves at 31st March 
2012? 
Please exclude school reserves. 
£________ thousands 
Don’t know   
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12. What do you currently estimate the level of your authority's usable capital 
reserves will be at 31st March 2013? 
Please exclude school reserves. 
£________ thousands 
Don’t know 
 
13. Please add any other comments you have on the topics covered by this 
survey. 
[open text] 
 
 
 
 
Thank you for your help. 

  
51



 

  
52



Finance Panel  
25 January 2013 

 
  Item 8 
 

     

 
 
 
Update on pension fund investment in infrastructure  
 
Purpose of report 
 
For information. 
 
Summary 
 
This report is intended to update Panel members on the 11 December roundtable and next 
steps.   

 
  
 
 

 
Recommendation 
 
Members are asked to note the update. 

 
Action 
 
Officers to provide a further update at the March Panel meeting. 
 
 
 
 
 
Contact officer:   Piali Das Gupta 

Position: Senior Adviser 

Phone no: 020 7664 3041 

E-mail: Piali.Dasgupta@local.gov.uk 
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Update on pension fund investment in infrastructure 
 
1. The LGA and Chartered Institute for Public Finance and Accountancy held a joint 

roundtable to explore the scope for greater Local Government Pension Scheme 
(LGPS) funds to invest in infrastructure on 11 December.  As agreed at the November 
meeting, the LGA was represented by Cllr John Fuller, who chaired the event, and Cllr 
David Wesley.  A good mix and range of experts were in attendance.  A full list of 
attendees is set out in Appendix A. 
 

2. There was broad agreement with Cllr Fuller’s opening remarks that the group could 
make a particularly useful contribution to the debate by establishing what needs to be 
done to enhance the attractiveness of infrastructure projects for private investment.  As 
a result of the ensuing discussion, we will be focusing our efforts on researching and 
meeting with experts on: 

 
2.1. Identifying local infrastructure schemes that have the potential to be attractive to 

private investors  
 

2.2. Exploring the scope for “pooling” infrastructure schemes as investment 
opportunities 
 

2.3. Developing the capacity for LGPS funds to assess infrastructure-related 
investment propositions and monitor investments 
 

2.4. Working with the National Association of Pension Funds as it decides where to 
target funds collected as part of the Pension Investment Platform set to launch in 
March 2013 

 
3. With parallel work being undertaken at the LGA to set up a Shadow National Pensions 

Board, the objective is to complete preliminary analysis to be followed up by the new 
shadow board in more detail.  Although we had originally planned to hold three 
roundtables, we now believe that it would be more useful to hold bilateral or small 
group meetings with key experts through to mid-February with a view to publishing a 
set of think pieces by the end of March.  For example, the Royal Bank of Canada and 
Eversheds are particularly keen to work with us to bottom out critical issues related to 
credit monitoring and structuring investment agreements.  We propose to convene 
another roundtable on 5 March to sound out the broader group on our analysis prior to 
publishing the think pieces. 
 

Financial Implications 
 

4. This is core work for the LGA and is budgeted for within the 2012-13 LGA budget.   
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 Appendix A 
 
LIST OF ROUNDTABLE ATTENDEES 
 
Cllr John Fuller  South Norfolk District Council  
Nigel Keogh  CIPFA  
Cllr David Wesley Lancashire County Council 
Brian Town  Department for Communities and 

Local Government  
Chris Megainey  Department for Communities and 

Local Government  
Ciaran Guilfoyle  Derby City Council  
Hugh Gittins  Eversheds  
Sir John Banham  Future Homes Commission  
Brian Strutton  GMB  
Ian Howell  Hampshire County Council  
Doug Segars  Infrastructure UK  
Paul Walker  LB of Enfield  
Peter Wallach  Merseyside Pension Fund  
Nicola Mark  Norfolk Pension Fund  
Amelia Henning  Royal Bank of Canada  
Cllr Martin Lawton  South Yorkshire Pensions Authority  
Peter Morris  Tameside Metropolitan Borough 

Council  
Bob Scruton  The Pensions Regulator  
Kevin Dervey  West Midlands Pension Fund  
Caroline Green LGA 
Piali Das Gupta LGA 
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Update on adult social care funding 
 
 
Purpose of report 
 
For information. 
 
Summary 
 
This report is to update members on the LGA’s work on social care. 

 
  
 
 
 

 
Recommendation 
 
Members are asked to note the update. 
 
Action 
 
Officers to continue to provide updates to members. 
 
 
 
 
 
     
Contact officer:  Matthew Hibberd 

Position: Senior Adviser 

Phone number: 0207 664 3160 

Email:  matthew.hibberd@local.gov.uk  
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Update on adult social care funding 

Introduction 

1. This paper updates members on key actions carried out by the LGA on adult social 
care since the last Finance Panel meeting in November.   

Draft care and support bill 

2. A Joint Committee, chaired by former Care Services Minister Paul Burstow MP, has 
been established to provide pre-legislative scrutiny of the draft care and support bill.  
Cllr David Rogers OBE, Chair of the LGA’s Community Wellbeing Board, gave oral 
evidence to the Committee on 10 January, alongside colleagues from the Association 
of Directors of Adult Social Services (ADASS), and the Association of Directors of 
Children’s Services (ADCS). 

3. Cllr Rogers set out the LGA’s position on the draft bill as follows: 

3.1. For a number of years local government has been at the forefront of making the 
case for change in the way that care and support is commissioned and delivered.  
The sector wants to enable an approach to care and support that is based 
around preventing the onset or escalation of need, personalising support around 
the individual’s needs, and supporting healthy and enabled communities. 

3.2. Despite broad support for the proposals set out in the draft care and support bill 
the LGA has a number of concerns.  Chief among these is the disconnect 
between the policy aspirations of the draft bill and the funding implications of 
those aspirations.  Cllr Rogers was clear in his evidence that, without a clear 
commitment from Government on funding for social care, the policy direction set 
out in the draft bill will not be realised – this point was strongly endorsed by both 
ADASS and ADCS. 

3.3. Cllr Rogers was also clear that the issue of ‘funding’ incorporated a number of 
points: 

3.3.1. Funding the system itself and putting it on a sustainable footing to deal 
with mounting demographic pressures. 

3.3.2. Funding reform – principally the Dilnot recommendation of a capped-
cost model for individuals’ contributions to care costs. 

3.3.3. Seeing the bigger picture in terms of making the connections between 
care reform and the broader welfare reform agenda. 
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3.4. The discussion took in a number of other topics including the role of information 
and advice, promoting diversity within the care market, integration with health, 
prevention, the role of carers and safeguarding. 

3.5. Following on from this oral evidence, the LGA will shortly be submitting written 
evidence to the Joint Committee.  This will be done jointly with ADASS. 

Show Us You Care campaign 

4. On 20 November we held an excellent debate on adult social care reform as part of our 
Autumn series of Smith Square Debates.  Expertly chaired by Andrea Sutcliffe, Chief 
Executive of the Social Care Institute for excellence, the debate involved contributions 
from panellists Richard Humphries from the King’s Fund, Naomi Snell from 
Partnership, Dr Samantha Callan from the Centre for Social Justice and Cllr Rogers.  
The debate was wide-ranging but there was consensus that reforming care and 
support was one of the most important public policy issues facing the country.  
However, speakers and audience members alike were clear that the Government 
needed to back up its vision with much-needed funding; both for the system itself and 
for the Government’s reform proposals. 
 

5. Campaign packs have been sent to all council Chief Executives and Leaders as well as 
Lead Members and Directors of Adult Services. The packs contain a copy of our guide 
to the care and support reform debate, a template press release which councils can 
use to highlight the importance of the subject locally, and a template letter which 
councils can send to their local MPs highlighting the importance of the issue. 
 

6. In late November we launched the findings of our survey of councillors, showing that 
for the first time, adult social care tops the league table of important services that 
councils deliver. Caring for our rapidly-ageing population is now the number one priority 
for councillors, who rank it higher than potholes, bin collections and libraries, according 
to the research by ComRes. 
 

7. An open letter to the Chancellor of the Exchequer, co-signed by the LGA and members 
of the Care and Support Alliance, received widespread coverage as part of the on-
going debate on the importance of reform. The letter was featured by the Guardian 
newspaper and highlighted on BBC News. 
 

8. The festive season saw the launch of the LGA’s ‘Show us you care' advent calendar 
which – through a series of key facts behind each calendar door – highlights both the 
immediate need to put adult social care on a sustainable financial footing and secure 
longer-term reform of the system to make it fairer, clearer and more transparent. 
 

9. Before the Winter break we also polled the public on attitudes towards care and 
support and their plans for the future. The survey results demonstrated the true extent 
to which people are concerned about the negative consequences of ageing, with two in 
three people saying they are worried about having to pay for care as they get older. 
The majority of people also told us that care and support for the elderly should be a top 
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Update on Public Health Finance Settlement 2013/14 and 2014/15 

 
Purpose of report  
 
For noting and discussion. 
 
Summary 
 
The attached on the day briefing (Appendix A) gives the LGA’s view on the public health 
funding settlement announced on 10 January 2013.  A breakdown of funding for all local 
authorities can be found at Appendix B and the LGA’s press statement can be found in 
Appendix C.  
 
Public health spending in 2013-14 will be set at £2.66 billion and in 2014-15 will be £2.79 
billion. This is an increase on the Department of Health’s initial baseline estimates which 
were £2.2 billion for 2013/14. 
 

 
 
Recommendation 
 
Members are asked to note the LGA briefing and press statement. 
 
Action 
 
As directed by the Finance Panel. 
 
 
 
 
Contact officer:   Paul Ogden 

Position:  Senior Adviser (Health and Equalities) 

Phone no:  020 7664 3277 

E-mail:  paul.ogden@local.gov.uk 
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 Appendix A 

 

Public Health Funding Settlement 2013/14 
On the day briefing 
10 January 2013 

 
This briefing gives the LGA’s views on today’s public health funding 
settlement.  A breakdown of funding for all local authorities and 
accompanying documents can be found here.  
 
Key Announcements 
 

 
 
For further information please contact Kirsty Ivanoski-Nichol at kirsty.ivanoski-
nichol@local.gov.uk 02076643125 
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• The Government confirmed that total public health spending in 
2013-14 will be set at £2.66bn and in 2014-15 will be £2.79bn. This 
is an increase on the initial baseline estimates which were £2.2 
billion for 2013/14.  

• A commitment that no area will be worse off than they are at 
present. 

• Councils will receive two years of above inflation increases in their 
public health budgets. 

• The below figures are based on the Department of Health’s estimate 
of health spending in 2012/13: 

o Average 5.5% increase in funding in 2013/14 equivalent to a 
3.5% increase in real terms.  

o Average 5% increase in funding in 2014/15 equivalent to a 
3% increase in real terms.  

o The increases will vary between areas: minimum increase 
2.8% and a maximum increase 10%.  

o 55 Local Authorities will get a 10% increase in 2013/14 and 
71 will get a 2.8% increase.  

o 45 local Authorities will get a 10% increase in 2014/15 and 73 
local authorities will get an increase of 2.8%. 

• Government has agreed that if any mistakes or unforeseen 
problems are identified (and are strongly evidenced) they can be 
addressed in year with extra funding.  

• The Department of Health is revisiting its proposed formula for the 
distribution of funding between councils, which is due to come into 
force in 2015/16. 

 
LGA Response  
 

• It is pleasing that the sector’s campaigning has resulted in an 
increase in the amount of funding councils will receive from central 
government. Although the final allocations have been a long time 
coming and it is only 3 months to the start of the next financial year, 
the Department of Health has clearly listened to our genuine 
concerns around the quantum of funding for public health. 
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For further information please contact Kirsty Ivanoski-Nichol at kirsty.ivanoski-
nichol@local.gov.uk 02076643125 
 

• We were pleased with the Department’s decision to protect real 
terms funding for 2013-14 and 2014-15. Local authorities are eager 
to pick up the mantle of public health but we must be given the right 
resources to do so. Only then can councils truly be at the forefront of 
tackling the social factors that contribute to poor health and 
providing services that help people to live long and healthy lives. 

 
• In October last year the Local Government Association conducted a 

survey which showed a positive picture for the transfer of public 
health services. However, the biggest concern among councils was 
around the delay on the final funding decision. Today’s 
announcement will give councils confidence that they have the 
money they need, to put plans in place to deliver on their statutory 
responsibilities for public health.  

 
• The LGA welcomes the decision to give councils two year budgets 

rather than the planned one year budget as this will ensure greater 
certainty of funding for longer periods to enable local authorities to 
make strategic decisions in commissioning public health services. 

 
• There are outstanding concerns over the individual allocations for 

each council but we are pleased that, where significant unforeseen 
funding issues appear, the Department of Health has agreed to work 
with the local authorities in question and, where there is sufficient 
evidence, provide additional funding through the relevant NHS 
Commissioning Board. 

 
• We have consistently maintained that local government can only 

fulfil the new duties if it is adequately resourced to do so. We are 
pleased therefore that the government has listened to councils’ 
concerns about the proposed future funding formula. We are glad 
the Government has agreed that funding cannot be based solely on 
historic data that is no longer fit for purpose. It is right that funding 
should be based on an appropriate measure of health need, but this 
must not be considered in isolation.  

 
• The LGA welcomes the steps that the department has taken to 

engage with local authorities on its proposed approach to the 
funding of public health responsibilities.  We will continue to work to 
ensure decisions in Whitehall enable local authorities’ full potential 
to improve the public health outcomes of their residents is realised. 

 
• Nevertheless these are profound and far-reaching reforms, which 

will take time to bed in. We need to look at the impact of the 
changes on the ground, and it is vitally important that this dialogue 
continues to address challenges which arise over the coming 
months and years, and to ensure sufficient ongoing funding to 
ensure all local authorities can continue to meet their new public 
health responsibilities beyond 2014/15.  
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Appendix C 

Councils respond to extra funding 
for public health 

LGA media release 10 January 2013 

Responding to the Government's announcement this morning on the public health 
funding settlement, Cllr David Rogers, Chairman of the Local Government 
Association's Community Wellbeing Board, said:  

"This is very positive news for councils and we are pleased Government has taken 
the time to make the right decision and increased the amount of money being made 
available for local authorities by £400 million to fund public health services next year. 
The new total of £2.6 billion for 2013/14 represents an 18 per cent increase on the 
£2.2 billion originally proposed in February last year. This marks a real commitment 
to support local government in tackling vital issues such as smoking, alcohol abuse 
and obesity. 

"The Department of Health has responded to the LGA's call for a longer-term 
settlement and taken the decision to allocate funding over a two-year period. This 
move will provide councils with a greater level of certainty and help them put new 
programmes in place to integrate public health with existing council services and start 
addressing some of the wider social and economic causes of ill-health. 

"There are outstanding concerns over the individual allocations for each council but 
we are pleased that, where significant unforeseen funding issues appear, the 
Department of Health has agreed to work with the local authorities in question and, 
where there is sufficient evidence, provide additional funding through the relevant 
NHS Commissioning Board. 

"In October last year we conducted a survey which showed a positive picture for the 
transfer of public health services. However, the biggest concern among councils was 
around the delay on the final funding decision. Today's announcement will give 
councils confidence that they have the money they need, but leaves a tight timescale 
of just three months to put plans in place to deliver on their statutory responsibilities 
for public health. 

"Local authorities are eager to pick up the mantle of public health but we must be 
given the right resources to do so. Only then can councils truly be at the forefront of 
tackling the social factors that contribute to poor health by providing services that 
help people to live long and healthy lives. It is vitally important that the debate 
continues about the overall amount of funding that is needed to ensure local 
authorities can meet their new public health responsibilities beyond 2014/15." 

Author: LGA Media Office 
Contact: Jacob Lant, Senior Media Relations Officer, Local Government Association, 
Telephone: 020 7664 3333 
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Finance Panel 
25 January 2013 

  
Item 11 

 

Note of decisions taken and actions required   
 
Title:                           Finance Panel 

Date and time:           11.30am, 23 November 2012 

Venue: Millbank Room, Local Government House, Smith Square, London, SW1P 3HZ 
 
Attendance 
 
Position Councillor Council 
Chair 

Vice chair 

Deputy chair 

Deputy chair 

Sharon Taylor OBE 

Melvyn Caplan 

Paul Tilsley MBE 

Councilman Matthew Richardson 

Stevenage BC 

City of Westminster 

Birmingham City 

City of London Corporation 

   

Members David Finch  Essex CC 

 David Westley West Lancashire BC 

 Catherine West Islington LB 

 Stephen Houghton CBE Barnsley MBC 

Substitutes and 
Observers 

  

 John Fuller South Norfolk DC 

 Alan Jarrett Medway Council 

   

Apologies Nigel Ashton North Somerset Council 

   
 
Officers: Stephen Jones, Paul Raynes, Piali Das Gupta, Mike Heiser, Lucy Ellender 
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Item Decisions and actions Action by 
   
1 Autumn Statement 

 
Paul Raynes, Head of Programmes, introduced the paper setting out 
the country’s current circumstances, the policy decisions of the 
Government and how these factors were impacting on reducing the 
deficit. The paper outlined some key messages for the Panel to 
consider around the LGA’s response to the Autumn Statement. 
 
Members agreed the importance of creating a strong narrative for the 
LGA’s response to the Autumn Statement based around the role of local 
government in economic growth. Members agreed that putting councils 
at the heart of growth was a key message for our response and felt that 
the messages should refer more strongly to councils’ growth work as 
well as looking at the role of local enterprise partnerships in relation to 
local government.  
 
Community budgeting approaches and the importance of working in 
partnership were also discussed. Members agreed the importance of 
joining up work across the public sector. They also discussed the 
possibility of this being linked to other areas of work – especially around 
adult social care. This was also identified as a key concern of councils 
for the future, and there was a need for the LGA to keep pushing this 
message. Members discussed the ring-fencing within the health budget 
and how this could link to further community budgeting work. 
 
Members also agreed there was a need to have a clear idea of what the 
barriers were to growth in their local areas and what councils needed 
from Government to break these down. There was also a need for 
further exploration of the context around capital and borrowing. 
Members felt that it was worth disaggregating the constituents of the 
proposed message about locally funded capital and borrowing. 
 
Members agreed that it was not appropriate to include the part of the 
draft message on low value initiatives. 

 

   
 Decision  

In the light of this analysis, Members of the Finance Panel Members 
agreed that it was appropriate to use the following messages to shape 
our overall approach to the Autumn Statement: 

1. councils’ track record as the most efficient part of the public 
sector is a reason why they are coping better with the existing 
plan to impose greater cuts on them than on other frontline 
public services; but it is not a reason why they can cope with yet 
further cuts; the emerging evidence shows that the limits of what 
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is possible have already been passed in some places; 

2. the crisis in adult social care requires extra funding, now; in the 
medium term, the evidence from the four community budgets 
pilots shows that the potential of this approach to reduce the 
cost of services locally cannot be ignored; 

3. ringfenced protection on some central Government budgets is 
no longer looking justifiable; 

4. artificial constraints on the local taxbase compound the nation’s 
overall fiscal problem and must be lifted; 

5. councils have a key role in boosting economic growth: the 
Heseltine Review and City Deals have identified ways to do this 
by using existing budgets better under devolved control; these 
must be taken seriously and implemented; 

6. locally-funded capital expenditure is about the most effective 
short-term demand stimulus there is, so more capital funding 
should be devolved; 

7. councils have shown they can borrow under the prudential code 
in a responsible way; and moreover tend to have strongly 
positive balance sheets: the Government should therefore free 
up council borrowing by removing the cap on HRA borrowing so 
councils can invest in social housing;  

8. there is also a case for taking council borrowing out of the 
Treasury’s PSBR measures altogether. 

   
 Actions 

Officers to circulate the BPF and LGA report. 
 
Officers to ensure future agendas include items on: 

 
1. Community Budgets. 

 
2. Social Impact Bonds. 

 
3. Local Enterprise Partnership funding. 

 
 
 
Lucy 
Ellender 

   
2 Future Funding  

 
Stephen Jones, Director of Finance and Resources, informed members 
on the LGA’s financial modelling, which had been refreshed and 
updated in line with the changes that the Government had announced 
or proposed since June. It was noted that there were wide variations 
between authorities, with London and Metropolitan borough being 
particularly badly hit, although districts would also face uncertainty. 
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Members discussed the level of reserves held by local authorities, and 
how these reflected the level of risk they were facing.  Members were 
concerned about how the sector’s reserves were perceived within 
Parliament, saying that often reserves were earmarked for particular 
projects and that reserves were not simply “free money” which could be 
spent arbitrarily. Members discussed the possibility of sector-led 
support for any council facing difficulties with their reserves. 

   
 Decision  

Members agreed the importance of communicating the sector’s 
concerns to MPs, especially around the maintenance of reserves. 

 

   
 Action   

Members agreed: 
 

1. That the updated model should be further publicised. 
 
2. The model should be used to give the sector an evidence based 

response to both the Autumn Statement and the local 
government finance settlement. 

 
3. A briefing for MPs based on the model should be created for 

councils to give to their local MPs. 
 
4. The narrative around the development of reserves needed further 

work. 

 
Finance 
Team 

   
3 Localisation of council tax benefit  

 
Mike Heiser, Senior Adviser on Finance, outlined the developments in 
the localisation of council tax benefit and the progress of the Bill through 
Parliament since the last meeting. It was noted that on 16 October, the 
Department for Communities and Local Government (DCLG) had  
announced that a Transitional Grant of £100 million would be paid for 
2013-14 only to those councils (both billing authorities and major 
preceptors such as counties) who develop local council tax support 
schemes which conform to a number of conditions intended to limit the 
effect on working age benefit recipients. The LGA welcomed any 
additional help however this will still mean that councils will need to ask 
people on lower incomes, including the working poor, to pay more 
council tax than they currently do. The LGA had also identified that 
there would still be a significant shortfall in the necessary funding of the 
scheme. 
 
Members raised concerns about the Government’s assumptions 
regarding who receives council tax benefit, saying that it was often 
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given to people in work, not only those who were unemployed, who 
were received council tax benefit. Members discussed the levels of 
shortfall likely for councils. 
 
Members also discussed the possible difficulties in collecting council tax 
from those who do not currently pay, and the associated costs with this.  

   
 Decision  

Members agreed to continue monitoring the situation. 
 

   
 Action  

LGA Officers to continue to provide updates to the Panel. 
 
Mike Heiser 

   
4 Welfare reform: update and the council role in universal credit  

 
Paul Raynes outlined the work the LGA had been engaged in with the 
Department for Work and Pensions (DWP) around the introduction of 
Universal Credit. 
 
Members discussed the proposals around administration of crisis loans, 
and the risks posed by increasing the complexity of applying for a crisis 
loan. Members agreed that setting appropriate criteria was key to 
introducing a suitable new system for approving crisis loans. Members 
also raised concerns about the increasing complexity of the forms 
members of the public would need to fill out.  
 
Members were concerned that they would face greater cuts through the 
change to Universal Credit. However it was important that councils had 
the correct tools to implement the change as well as the right level of 
funding. There was a risk that councils would be blamed for any cuts to 
benefits if the level of funding was not maintained. 

 

   
 Decision  

Members: 
 

1. confirmed that they were happy for the work described in 
the report on the future council role in Universal Credit to 
proceed as described; 
 

2. agreed the importance of identifying any potential risks in 
this work;  
 

3. agreed to publish the document contained in Appendix A 
entitled “A quick guide to Welfare Reform and questions 
councillors might want to consider asking”. 

 

   
 Action 

Officers to proceed as directed. 
 
Paul 
Raynes 
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5 Pension fund investment in infrastructure  

 
Piali Das Gupta, Senior Adviser, updated members on the recent 
developments in pension fund investment in UK infrastructure and the 
LGA’s work in this area. The LGA and the Chartered Institute of Public 
Finance and Accountancy will be holding a roundtable on 11 December 
as the first of a series of roundtables intended to support the release of 
a report in March.  The LGA will also shortly be responding to the 
Department for Communities and Local Government’s consultation on 
two options for amending the The Local Government Pension Scheme 
(Management and Investment of Funds) Regulations 2009 to provide 
Funds greater flexibility to invest in infrastructure.  The LGA response 
will support the creation of a new investment class for investment in 
infrastructure (including via limited liability partnerships), as it is felt that 
this would be the best way to manage probity issues.   
 
Members agreed that several other parties also need to be brought into 
the discussion, including: 

• The Department for Education; 
• Pensions Regulator; 
• Actuaries. 

 

 

   
 Decision 

Members agreed Cllr David Westley and Cllr John Fuller would be the 
Panel’s representatives in the roundtable working group. 
 
Members agreed the current workplan. 

 

   
 Action 

LGA Officers to proceed as directed.  
 
Piali Das 
Gupta 

   
6 2013-14 Business Plan  

 
Paul Raynes introduced this item, saying that this was an early chance 
for Members to comment on the initial proposition for the business plan. 
It would be signed off by the Executive in March.  

 

   
 Decision 

Members: 
• noted that the initial proposition confirms local government funding 

one of the organisation’s overarching priorities. 
 

• noted the vital and complex relationship between the priority we 
propose to give to funding and the other two priorities of economic 
growth and public service reform. 
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 Action 

LGA Officers to proceed with the business planning process. 
Helen Platts 

   
7 The LGA’s response to the Heseltine review ‘No stone unturned in 

pursuit of growth’ 
 

   
 Decision 

Members noted the report and the response to the Heseltine Review. 
 

   
 Action 

No further action. 
 
 

   
8 Update on Business Rates 

Mike Heiser introduced this item saying that the Government had made 
some key decisions around how the scheme would work. It was noted 
that the Government had now made a number of changes to the 
scheme which would have a benefit for local government and would 
make it more of a growth incentive than the previously proposals would 
have made it. 
 
Members welcomed the changes but agreed the LGA should keep 
lobbying on this issue to ensure that the changes would be a real 
incentive for growth. 

 

   
 Decision 

Members agreed to have future reports any further developments.  
 

   
 Action 

LGA Officers to proceed as directed. 
Mike Heiser 

   
9 Update on Adult Social Care Funding  
   
 Decision 

Members noted the report. 
 

   
 Action 

Officers to continue to provide updates. 
Matt 
Hibberd 

   
10 Update on Public Health Funding  
   
 Decision 

Members noted the report. 
 

   
 Action 

Officers to continue to provide updates. 
Alyson 
Morley 
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11 Minutes of the last meeting  
   
 Decision 

The minutes of the last meeting held on 14 September 2012 were 
agreed. 

 
 

   
 Action  

No further action. 
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