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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 allocation and 
spending power – relate to each other; 
 

3. key points suggested for the response. 
  
 

 
Recommendation 

 
That LGA officers draw up the response to the Settlement on the lines suggested in the 
report with final clearance being given by lead members of the Finance Panel. 
 
Action 
 
Officers to complete and forward the response to the Department for Communities and 
Local Government (DCLG) by the closing date and arrange briefing for ministerial meeting. 
 
 

 

 

 
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 local government finance settlement for 2013-14 and provisional 
settlement for 2014-15 was finally announced on 19 December.  The LGA issued a full 
on the day briefing which is attached as an Annex to this report. 

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 which it is suggested should be incorporated in the LGA’s response to 
the 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. 

5. 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 (NHB) 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. 
 

6. 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 does not 
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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. 

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

7.1. 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). 

7.2. 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: 

7.2.1. Council tax freeze funding for 11-12; 

7.2.2. Council tax support funding; 

7.2.3. Early Intervention Funding; 

7.2.4. Some GLA funding; 

7.2.5. London Bus Operators funding; 

7.2.6. Homelessness prevention; 

7.2.7. Lead local flood authorities. 

7.3. 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. 

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

7.4.1. Council tax requirement for 2012-13; 

7.4.2. Transition Grant for 12-13; 

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

7.4.4. Council Tax freeze grant for 12-13 – (which was given for one year only) 
and for 13-14; 

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

7.5. 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% 
fall for STCCs, 1.3% fall for shire districts and 4.4% fall for fire. Shire districts do 
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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. 

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

8. The following are suggested as key points to be included in our response: 

8.1. The settlement was late.  The settlement was published on 19 December, the 
latest it has ever been.  This has caused considerable problems for councils 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.  
Although we understand that this is a consequence of the autumn statement 
being late, it has nonetheless been a source of concern for authorities. 

8.2. Key grants for public health and the holdback for early intervention have 
still not been announced.  Although the grant for public health (expected to be 
around £2.6 billion in 2013-14) was promised on settlement day and a briefing 
meeting from the Department of Health had been set up, the amounts have still 
not been announced and will not be announced until January.  In addition, the 
settlement confirmed that the £150 million holdback from the Early Intervention 
Grant total would not go into the start-up funding assessment. However its 
alternative use and allocations have not been announced. We ask the 
Government to ensure that these and any other outstanding grants are 
announced as soon as possible. Any updates on this will be reported to your 
meeting. 

8.3. Business rates retention has considerable risks for councils – these need 
to be properly shared.   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 £593 million.  The LGA 
understands from authorities that the appeals in the pipeline could be 
considerably larger than this.  We ask the Government to keep the total sum 
under review and if proves to be insufficient look at making additional payments, 
either within the scheme or under the New Burdens Procedure. 

8.4. The growth in the local share for 2014-15 has been used to cut Revenue 
Support Grant (RSG).   As the on the day briefing confirms, the position for 
2014-15 is considerably worse than for 2013-14, with a fall in SUFA of 8.6%; this 
reflects the Spending Review figures as well as the additional £447 million cut in 
the Autumn Statement.  However Revenue Support Grant falls by 17% in 2014-
15.  This difference is explained by the fact that for working out RSG the 
Government has taken a 3.1% increase in the local share.  Although this was 
something that was included in the business rates technical consultation, it is 
nonetheless contrary to the principle of business rates retention, that growth in 
the local share should be kept within the sector and not used for cutting other 
grants. We ask the Government to confirm that this adjustment is a one-off and 
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that the local share figures for 2014-15 will be used for working out Revenue 
Support Grant until the end of the reset period. 

8.5. The Council Tax Support funding is not transparent in the figures for 2014-
15.  Although the council tax support funding for 2013-14 is included as a 
separate line within the Start-Up Funding Assessment (SUFA) for 2013-14 this is 
not the case for 2014-15, although other grants included within SUFA, such as 
early intervention, have been specifically identified.  The Office for Budget 
Responsibility (OBR) in the material1 which it released at the same time as the 
Autumn Statement did include a table which showed the transfer as a constant 
£4.3 billion (including funding for police, and for Scotland and Wales) over the 
whole period up to 2017-18.  However DCLG have not confirmed this and 
therefore councils will see the provision of resources as not transparent.  We ask 
DCLG to confirm that the figure for council tax support funding within the Start-Up 
Funding Allocation will be kept constant in line with the OBR table.  Although this 
will not in itself provide increased resources, and would imply an even steeper fall 
in the residual RSG percentage, 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.  There could also be a distributional issue as more deprived 
authorities tend to have higher council tax support. 

8.6. Although we welcome the use of later 
data, the academies funding transfer will cause considerable problems for 
some authorities.  We welcome the reduced transfer for academies central 
services.  But the decision of the Department for Education (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.  DfE have provided extra money to protect the position of those who 
lose large amounts for academies.  We ask them also to provide additional 
protection for authorities who suffer a large loss. 

8.7. Council tax decisions are for local people to take.  The settlement confirmed 
that there will be a referendum limit of 2% (with a concession for the lowest 
quartile of council taxes for shire districts, fire and police authorities that they can 
increase their Band D council tax by up to £5 if this is higher than the 2% figure). 
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 the new local council tax support arrangements are being introduced.  
We ask the Government to remove the referendum threshold. 

 

 

                                           
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  

http://cdn.budgetresponsibility.independent.gov.uk/December-2012-Economic-and-fiscal-outlook23423423.pdf
http://cdn.budgetresponsibility.independent.gov.uk/December-2012-Economic-and-fiscal-outlook23423423.pdf
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Conclusion and next steps 

9. LGA officers will draft a response to the settlement on these lines and also prepare 
briefing for the ministerial meeting on the settlement to be arranged before the end of 
the consultation period on 15 January.  We recommend that the final response to the 
settlement be signed off by the lead members of the Finance Panel. 

Financial Implications 

10. This is core work for the LGA and will be contained within existing budgets. 

 

 


