Revenue Spending Power - Explanatory Note

Introduction 
1.  Local Authority ‘Revenue’ Spending Power figures have been published since 2011-12 as the key measure of revenue available to local authorities. Revenue Spending Power aggregates the resources that local councils have available to support services they deliver on behalf of local citizens.

2.  The Components of Spending Power are:-

· Council Tax; 

· Settlement Funding Assessment figures from the Local Government Finance Settlement Consultation;

· Specific grants;

· New Homes Bonus;

· NHS funding for spend on social care that also benefits health 

· From 2015-16 – revenue funding in the new Better Care Fund (not the capital elements). This fund is designed to enable local places to integrate care that is currently commissioned by the NHS and local authorities.  The money is funded within NHS Budgets and will be spent across health and care services according to local plans agreed between councils and CCGs.  The Better Care Fund is included in Spending Power because it is available for local services, but it is for councils and CCGs to decide how the money is distributed between these services. 
Calculation of the 2014-15 Spending Power
3.  The 2014-15 Revenue Spending Power is derived from the sum of the following components:-
· The Council Tax Requirement figures for 2014-15 (excluding parish precepts).  The figures have been estimated by assuming the historic growth rate in local authority tax bases and that there are no increase in Council Tax levels;

· Provisional Settlement Funding figures from the Local Government Finance Technical Consultation;

· Specific grants in 2014-15 as listed in the tables that accompany this note for which individual allocations are available at the time of the 2014-15 settlement;

· Provisional 2014-15 New Homes Bonus allocations;

· NHS funding for spend on social care that also benefits health.
4.  The change in revenue spending power has been calculated by comparing the level of funding for these grants in 2014-15 with the equivalent funding in 2013-14.
Calculation of the illustrative 2015-16 Spending Power

5.  The ‘illustrative’ revenue spending power in 2015-16 is derived from the sum of the following components:-

· The Council Tax Requirement figures for 2015-16 (excluding parish precepts).  The figures have been estimated by assuming the historic growth rate in local authority tax bases continues for the next two years and that there are no increases in Council Tax levels;

· Settlement Funding Assessment figures from the Local Government Finance Settlement Consultation;

· Specific grants in 2015-16 as listed in the tables that accompany this note for which grant totals and individual allocations are available at the time of the 2014-15 settlement;

· NHB allocations for 2015-16 have not been announced. Therefore, local authority performance in year 4 is assumed to be repeated in year 5, leading to an England total NHB award of £1,250m in 2015/16. These numbers are liable to change subject to actual performance in year 5 and further work to be undertaken in 2014. 
· £3.460 billion of the Better Care Fund (the capital funding is not included) – designed to enable local places to integrate care that is currently commissioned by the NHS and local authorities.  The money is funded within NHS Budgets.  The Better Care Fund is included in Spending Power because it is for local authorities and NHS to agree locally through Health and Wellbeing Boards how the funding will be spent locally. 

Adjusting figures for change between years to take account of policy change

6.  The general principle is that if new funding is introduced along with a new burden or duty, the figure for the previous year used in comparison is adjusted upwards so that the size of any increase more realistically reflects extra resources available.  In calculating the illustrative 2015-16 Spending Power figures the Government has looked to ensure that comparisons with the previous year are on a ‘like-for-like’ basis in line with a well established methodology used in the past.  

7.  In April 2015, there will be significant changes to the funding of health and social care, and policy changes will create new burdens for local authorities, including the transition to capped care costs and deferred payments. To ensure that we are making a fair comparison between years, we have adjusted 2014-15 spending power to include relevant like for like adjustments. This does not affect the published 2014-15 spending power figure.

8.  The adjustments are:

· £285m for the transition to capped care costs and deferred payments in 2015-16;
· £114.6m for the new burdens associated with the Care Bill;
· £430m to reflect the funding linked to Carers and reablement included in the Better Care Fund.

The methodology for allocating funding for the transition to capped care costs and deferred payments is under development, so for spending power in 2015/16 and the like-for-like adjustment in 2014/15, we have assumed the money is distributed using the current social care Relative Needs Formula.

The funding in the Better Care Fund for carers breaks, reablement and costs associated with the Care Bill will be distribute according to the CCG formula. In making a like-for-like adjustment to the 2014/15 figures we have used the same formula.

What funds are excluded from the Spending Power calculations? 
9.  Spending Power does not include all the sources of finance available to local authorities. There are a number of reasons why some sources of funding have not been included. These are: 
No allocations for local authorities available;
10.  To include a grant we need to have confirmed allocations for at least two years. Any grant for which it is not yet possible to provide an allocation has been excluded.  This includes:

· funds which will be allocated on a bid basis, for example the £130m for service transformation that will be available in 2015-16, 
· funds where criteria have not yet been set, for example £200m for extending the troubled families programme in 2015-16
In the illustrative 2015-16 calculations we have included allocations for New Homes Bonus and Public Health Grant which are estimates. 

Funding is capital and not revenue resource; 

11.  No capital funding has been included in these Spending Power calculations. We have also excluded grants to meet the revenue costs of financing Private Finance Initiative (PFI) projects because the project-specific nature of this funding makes year on year comparisons misleading.  Any changes in this grant simply reflect PFI projects rather than changes to spending power.

12.  Other available income available to local authorities, such as sales, fees and charges are also excluded. This is because actual figures for 2014-15 and 2015-16 are not available.
Efficiency Support Grant

13.  The Government has decided to offer more protection to councils against large reductions in spending power – no council will see a reduction of more than 6.9% in overall spending power through the Efficiency Support Grant (an increased level of protection on 2013-14’s limit of 8.8%).  This will provide additional support to councils most affected by reductions in spending power to support long term changes to bring costs down whilst continuing to deliver the services that their local citizens expect.

14.  The grant is available to the seven local authorities who saw a reduction in revenue of more than 8.8% in 2013-14 however funding for 2014-15 will be dependent on performance achieved in 2013-14. Two additional local authorities who otherwise would have spending power falls in 2014-15 of great than 6.9% will also receive funding in 2014-15, their funding will also be conditional on performance. 

15.  The Government has also developed an illustrative spending power for 
2015-16.  As 2015-16 is the first year of a new spending round a large number of grant allocations are only indicative and are likely to change.  The Efficiency Support Grant will be at least the same in 2015-16 as 2014-15 but eligibility for the grant and final amounts are only illustrative at this time and will be subject to final calculations that will be made in Autumn 2014 and on LA performance.

16.  Full details of the Spending Power calculations and information for each local authority can be found on the Gov.uk website. 
