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Departmental Settlement 
The review has presented a superficial headline of reducing funding to local government compensated by increased income from a greater  share of business rates. 
Examination of the Budget and OBR[footnoteRef:1] documents suggest that any increased funding from business rates and Council Tax will be accompanied by increased costs. Therefore the headline real term cuts of 56%  to local government grant, represent a cut to core funding for which further efficiencies will be required. HM Treasury illustrate that this is subject to increased locally raised income from retention of rates and Council Tax, which clearly favours more prosperous boroughs. [1:  Office of Budget Responsibility] 

The OBR commentary states:
We have also had to consider the uncertainty for local authorities associated with the
Government’s announced intention “to make significant reforms to the way in which local
government is funded” – including full retention of business rates – and that this funding
“will come with new responsibilities to ensure the reforms are fiscally neutral”. The Treasury
has confirmed that these intentions do not yet constitute ‘government policy’ and that we
should therefore forecast [Funds from Local Sources] on the basis of the present system of 50 per cent business rates retention. The Treasury has also informed us that the changes in grants in the Spending Review are intended to lead to one-for-one changes in local authority spending, and are not related to the intended reforms to business rates and new local authority responsibilities. It is these future reforms that the Government intends to be fiscally neutral.

The Review  has updated Departmental Expenditure Limits (DEL), which have increased from the July Budget statement. This has been attributed an improved forecast budget surplus against target which has allowed the Chancellor to absorb the additional £4 billion of pressure from reversing the decision on working tax credit and reduce the profile of cuts shown the July budget.
The table below shows the change in overall DEL and the OBR projections for local government. The table also shows AME (which includes welfare spending) which has also increased from July Budget projections.
Following the view presented in the review document we have prepared a SIGOMA estimate of the likely impact on local government settlement. Using assumption based on previous settlements resulting from Treasury spending allocations.

	Treasury statements
	2015-16
£bn
	2016-17
£bn
	2017-18
£bn
	2018-19
£bn
	2019-20
£bn
	2020-21
£bn

	
	
	
	
	
	
	

	July Budget
	
	
	
	
	
	

	 Resource AME
	337.9
	344.3
	358.6
	371.8
	384.2
	395.2

	 DEL
	315.1
	318.8
	316.7
	316.2
	320.3
	345.1

	 Local government*
	10.6
	-
	-
	-
	-
	-

	
	
	
	
	
	
	

	November Review
	
	
	
	
	
	

	 Resource AME
	345.3
	353.3
	365.9
	378.4
	391.8
	403.9

	 DEL
	315.1
	320.8
	322.9
	325.2
	328.3
	341.2

	Local government*
	11.5
	9.6
	7.4
	6.1
	5.4
	-


	
* Excludes local share of business rates – SIGOMA estimate ignoring growth
	
	2015-16
£bn
	2016-17
£bn
	2017-18
£bn
	2018-19
£bn
	2019-20
£bn
	2020-21
£bn

	Local share of rates
	11.3
	11.5
	11.6
	11.9
	12.1
	12.3



Nothing is yet know about the apparent £0.9 billion increase in local government DEL between July Budget and this statement. The most likely explanation is that this represents a restatement of funding allocations which is already committed and not additional funding within Settlement.
SIGOMA have projected the likely impact of the new DEL figures on local government settlement. These projections must be viewed with extreme caution both because of the OBR estimates and our own assumptions , not all the funds delegated to DCLG may find their way into settlement, as we found out in 2013 Spending Review.
Using some assumptions about the allocation basis* we have arrived at the following estimates, showing an overall 27% cut in settlement, which translates into a 66% cut in Revenue Support Grant, by 2019-20:
	SIGOMA settlement estimate
	2015-16
£ billion
	2016-17
£ billion
	2017-18
£ billion
	2018-19
£ billion
	2019-20
£ billion

	
	
	
	
	
	

	Settlement Funding
	
	
	
	
	

	 Local government average £bn
	20.8
	18.8
	16.8
	15.7
	15.2

	  Percentage change
	
	-9.6%
	-10.6%
	-6.5%
	-3.2%

	
	
	
	
	
	

	Revenue Support Grant
	
	
	
	
	

	Local government average £bn
	9.5
	7.4
	5.2
	3.9
	3.2

	Percentage change
	
	-22.6%
	-29.9%
	-25.2%
	-18.1%

	SIGOMA authorities average £bn
	2.8
	2.1
	1.4
	1.0
	0.8

	Percentage change
	
	-23.9%
	-32.0%
	-27.6%
	-20.4%



No figures have been provided for local government DEL beyond 2018-19 however the implication of the Chancellors statement is that it will continue to phase out beyond the spending review date.
100% Business Rate retention
The review states that by the end of the Parliament local government will retain 100% of business rate revenues to fund local services, giving them control of £13 billion of additional local tax revenues,  £26 billion in total business rate revenues.
The system of top-ups and tariffs which redistributes revenues between local authorities will be retained. The Uniform Business Rate will be abolished and any local area will be able to cut business rates . [1.238]
DCLG will shortly consult on changes to the local government finance system to pave the way for the implementation of 100% business rate retention by the end of the Parliament. 
The consultation will take into account the main resources currently available to councils, including council tax and business rates.
 As part of these reforms, the main local government grant will be phased out and additional responsibilities devolved to local authorities, empowering them to drive local economic growth and support their local community, for example, the government will consider transferring responsibility for funding the administration of Housing Benefit for pensioners and Transport for London’s capital projects to local government and will also consult on options to transfer responsibility for funding public health. The government will consult on these and other additional responsibilities in 2016. [1.240]
Public health
The government will make savings in local authority public health spending. The government will also consult on options to fully fund local authorities’ public health spending from their retained business rates receipts, as part of the move towards 100% business rate retention. The ringfence on public health spending will be maintained in 2016-17 and 2017-18. [1.104. See also option for transferring cost of Public Health in 100% rates option]
Social Care Precept and Better Care
Treasury will create a social care precept to give local authorities who are responsible for social care the ability to raise new funding to spend exclusively on adult social care. The precept will work by giving local authorities the flexibility to raise council tax in their area by up to 2% above the existing threshold.  
The Review suggests that If all local authorities use this to its maximum effect it could help raise nearly £2 billion a year by 2019-20.  From 2017 the Spending Review “makes available” social care funds for local government, rising to £1.5 billion by 2019-20, to be included in an improved Better Care Fund [1.107 see also comment in New Homes Bonus]  
The government will also shortly consult on changes to the local government finance system to rebalance support including to those authorities with social care responsibilities by taking into account the main resources available to councils, including council tax and business rates. [p59].
The Better Cere fund will be expanded and an additional £1.5 billion of better care “made available” to authorities by 2019-20
New Homes Bonus
The government will also consult on reforms to the New Homes Bonus, including means of sharpening the incentive to reward communities for additional homes and reducing the length of payments from 6 years to 4 years. 
This will include a preferred option for savings of at least £800 million, which can be used for social care. Details of both reforms will be set out as part of the local government finance settlement consultation, which will include consideration of proposals to introduce a floor to ensure that no authority loses out disproportionately [p59)].

The government will allow local authorities to spend up to 100% of their fixed asset receipts (excluding Right to Buy receipts) on the revenue costs of reform projects. Instead of holding assets that could be made surplus, councils will be able to sell them and reinvest in their services . The flexibility to use asset receipts for reform projects will be subject to a number of conditions, including limits on the years in which the flexibility will be offered and the qualifying criteria for reform projects.  This detail will be set out by DCLG alongside the Local Government settlement in December. [1.245]
Devolution and Local Growth
Following from deals with Manchester, Sheffield City Region, the North East, Tees Valley, Liverpool and West Midlands, the government will work towards further devolution deals with other major city regions.
The government will deliver its commitment to a £12 billion Local Growth Fund between 2015-16 and 2020-21.
The government is creating 26 new Enterprise Zones, including expanding 8 Zones on the current programme. These include 15 Zones in smaller towns and rural areas. The government will provide feedback to Local Enterprise Partnerships on unsuccessful applications and, where possible, the government will work with them to consider how the proposals could be improved. 
Various regional growth and investment announcements are included in pages 61 to 68 of the review document.
Others
· The government will issue new guidance to encourage local authorities to rein in excessive salaries. 2.130

· The 100% Small Business Rate Relief scheme is extended for another year with the cost borne by Treasury.
· Funding line for 2% Business Rate Cap does not appear in the Treasury Policy Costing document of this review.

· A new fairer funding formula for schools to be introduced. 

· The Spending Review and Autumn Statement represents the next step towards the government’s goal of ending local authorities’ role in running schools and all schools becoming an academy. Thereby ending  the Education services grant.

· Spending Review and Autumn Statement provides £250 million over the next 5 years to tackle potholes, on top of nearly £5 billion of funding for roads maintenance, a £300 million increase compared to the previous Parliament.

· The government will allow directly elected mayors to add a premium to business rates to pay for new infrastructure, provided they have the support of the local business community through a vote of the majority of the business members of the Local Enterprise Partnership board.

· The temporary accommodation management fee paid from DWP to local authorities on a per household basis will end from 2017-18. More than equivalent funding will be devolved to local authorities through a new grant to allow them to better manage temporary accommodation pressures.

· The government will provide further flexibility for police forces with the lowest council tax bills to raise income from council tax by £5 rather than 2%. This proposal provides extra flexibility to those forces who have historically kept the police element of their council tax bill low, and could allow them to raise up to an additional £12 million per year.

· The government will end the payment of Housing Benefit and Pension Credit to claimants to who travel outside of Great Britain for longer than 4 weeks consecutively, from April 2016.

· The government has already taken the decision to postpone the introduction of social care reforms, known as the ‘Dilnot’ reforms, until 2020. Spending Review and Autumn Statement 2015 records the AME impact of this delay and reconfirms the government’s commitment to implementing these reforms at a later date.

· Extension of the local authority Fraud and Error Reduction Incentive Scheme (FERIS) – The government will extend funding to the end of 2017-18 to reward local authorities for reducing fraud and error in Housing Benefit.

· [bookmark: _GoBack]From 2017 ½% Apprenticeship Levy. Each employer will receive an allowance of £15,000 to offset against their levy payment. This means that the levy will only be paid on any pay-bill in excess of £3 million and that less than 2% of UK employers will pay it. [1.173]

