NORTHUMBRIA POLICE AUTHORITY - 15 DECEMBER 2004

PROVISIONAL LOCAL GOVERNMENT FINANCE SETTLEMENT 2005/06

REPORT OF THE CLERK, TREASURER AND CHIEF CONSTABLE

1. Purpose of the Report

1.1.  To advise the Police Authority of the implications of the provisional Local Government Finance settlement for the financial year 2005/06.

2. National Position

2.1. The Home Secretary announced details of the provisional Local Government Finance settlement for the financial year 2005/06 on 2 December 2004.

2.2. Total overall police service funding for 2005/06 is £11,833m, which represents a £746m (6.7%) increase on 2004/05.

2.3. The 2005/06 total formula grant includes a special uplift of 0.25%, representing an additional sum of £20m, to meet “particular pressures faced in the coming year”, and particularly the cost of police pensions. This sum will not be clawed back in future years, but will not be taken into account when calculating grant increases in 2006/07.

2.4. All police authorities in England and Wales are guaranteed a minimum formula grant increase of 3.75% in 2005/06. Rather than imposing a “ceiling” on increases to fund the cost of this “floor”, a scaling factor has been applied to all authorities set to receive an increase above the floor level. This means that all “non-floor” authorities contribute to the cost of the minimum increase. This is different to previous years when only authorities which benefited from the highest increases contributed to the cost of the floor, via the application of a “ceiling” on increases in grant funding.

3. Northumbria Police Authority Provisional Settlement 2005/06

3.1. For Northumbria, the provisional settlement for 2005/06 is formula grant of £232.185m. This is an increase of £10.814m or 4.89% on the formula grant of £221.371m for 2004/05 (subject to the comments in paragraphs 3.3 and 3.6). The composition of this funding is shown in Table 1, below:

Table 1: 2005/06 Provisional Formula Grant


2005/06 Prov
2004/05
Variance
%


£m
£m
£m








Police Grant
130.020
124.860
5.160
4.13

RSG
79.542
77.690
1.852
2.38

Business Rates
22.623
18.821
3.802
20.20







Formula Grant
232.185
221.371
10.814
4.89

3.2. Northumbria’s increase in grant funding is slightly above the national average increase of 4.8%. However, the application of the tapering mechanism (as outlined in paragraph 2.4) means that Northumbria will receive £3.19m less in formula grant than it would have otherwise have done under the standard formula.

3.3. Northumbria will also benefit from an additional cash payment of £0.45m in 2005/06 arising from the 2003/04 Amending report adjustment. This adjusts for errors in calculating population data in some areas in 2003/04. The net receipt of grant in 2005/06 will therefore be equal to £232.63m.

3.4. In addition to the above, the Authority will also benefit in 2005/06 from specific grants as shown in Table 2 below: 

Table 2: 2005/06 Specific Grant Funding


2005/06
2004/05


£m
£m

Crime Fighting Fund (estimated)
7.27
7.27

BCU Fund (estimated)
1.35
1.35

Neighbourhood Policing Fund (estimated)
1.18
0.43

Special Priority Payments (estimated)
2.12
1.65

DNA Expansion Programme (estimated)
0.98
1.23

Airwave
0.74
0.37

Total specific grants 
13.64
12.30

3.5. The Neighbourhood Policing Fund covers the cost of new Police Community Support Officers from the latest round of funding. The Home Office have confirmed that specific continuation funding totalling £49.5m for the first 3 rounds of CSO recruits will also be available in 2005/06. Allocations to individual authorities have not yet been determined, and do not therefore appear in the above table.

3.6. Although specific funding is again made available for the Crime Fighting Fund and Special Priority Payments, an inflationary element of each has been incorporated into the general grant uplift. National police grant includes a sum of £8m to cover pay inflation in relation to the CFF and £9m in relation to SPPs. This will impact on the costs to be met by the Police Authority, and will be considered as part of the budget setting process.

3.7. Northumbria continues to receive no share of the £30m funding for rural areas. This is still only available to the 31 force areas which have the most widespread population.

3.8. The consultation period for these changes and any representation against any individual allocation of resources ends on 11th January 2005, after which the final settlement will be announced.

4. Police Capital Allocations

4.1. The Home Office has not yet advised Police Authorities of individual capital allocations for 2004/05. It has, however, confirmed that there will be approximately £358m nationally, and individual authorities will receive notification of their individual capital allocations within the next two weeks.

5. Conclusion

5.1
The provisional settlement is better than expected. It should enable the Authority to meet existing commitments to continue to provide high levels of service and allow consideration of some growth resulting from pressure on police budgets.

5.2
The abolition of the ceiling should be beneficial to the Authority in the long term even though some grant has been clawed back to fund those authorities that lie below the floor increase.

5.3
Once again Northumbria does not meet the criteria to qualify for the rural policing fund. Representations to the Home Secretary have been made on this issue in the past.

5.4
The average level of council tax increase assumed in the provisional settlement is 4.8%. The Deputy Prime Minister has warned all authorities that he will use his capping powers on excessive increases in council tax and precepts. Formal guidelines have not been issued, but the Government expects council tax to rise by no more than 5% on average.

5.5
The Authority is asked to consider the above comments and any others it wishes to form part of the response to the provisional settlement.

6. Financial Implications

6.1. The Treasurer confirms that there are no financial implications arising directly from this report although the details of the final settlement will be reflected in the Authority’s revenue budget to be considered by a special meeting in February 2005.

7. Human Rights Implications

7.1. Nil at present.

8. Equal Opportunities Implications

8.1. Nil at present.

9. Recommendation

9.1. The Authority is requested to:-

a) Note the contents of this report.

b) Authorise the Clerk and Treasurer, in consultation with the Chair, to submit a response to the provisional settlement by 11 January 2005.
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