AGENDA ITEM 10

	POLICY COMMITTEE – 10th September 2013 

THE LOCAL GROWTH FUND AND THE POOLING OF THE NEW HOMES BONUS
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Report of the Strategic Manager Planning and Regeneration

Ward(s) affected:
All

1. Purpose of Report 

1.1 This report draws heavily on the key issues in the current consultation on the Government’s aim to pool £400m of the New Homes Bonus (NHB) in 2015/16 to create a Single Local Growth Fund.  The report provides an overview of the consultation and a summary of the key issues from a district council’s perspective.

2.0
Recommendation
Members are recommended to:

2.1
To note the proposals in the Governments consultation

2.2
Delegate authority to the Chief Executive in consultation with the Leader and the Lead Member for Enterprising Craven to conclude negotiations with the York, North Yorkshire and East Riding LEP (YNYER LEP) and Leeds City Region LEP (LCR LEP) regarding the use of the pooled New Homes Bonus.
3.0
Background
3.3
The Government plans to pool more financial resources to strengthen incentives for Local Enterprise Partnerships and their partners to generate growth. As part of this plan they intend to pool £400 million from the New Homes Bonus within Local Enterprise Partnership areas to support “strategic, locally-led economic growth priorities…..”  The pooling will remain within Local Enterprise Partnership areas.
4.0
Pooling Mechanism 
4.1
In 2015/2016 it is intended that the New Homes Bonus will be allocated on its current basis for increases in effective housing stock, with funding passing to Local Authorities as at present. The Government propose that authorities would then be required, via a condition placed on their Section 31 grant, to pool funding within Local Enterprise Partnership areas to a total of £400m nationally, with the lead authority for each Local Enterprise Partnership (NYCC) holding the funding. The proportion to be pooled from each council will be set centrally to ensure the £400m total is reached.  Neither the percentage nor the actual figures will be known until February 2015 although it is currently estimated at 35% of all NHB.
4.2
In the current consultation it is proposed that in two-tier authorities the distribution mechanism is expected to operate with the upper tier contributing 100% of their NHB to the pool and the lower tier each contributing an equal percentage to make up the difference to achieve the overall required contribution which will be nearly 19% of the district councils NHB allocation.  The table below is an example for illustrative purposes:
	Value of Bonus 2015-16 (NAO forecast) 
	£1140 million 

	£400 million as a %age of total New Homes Bonus value 
	35.09% 

	New Homes Bonus due to authorities (example) 
	£1 million 

	Based on current 80/20 tier split: 

	Upper tier authority receives 
	£200,000 

	Lower tier authority receives 
	£800,000 

	Total required contribution: 
	£350,900 

	Upper tier authority contributes 100% of their New Homes Bonus allocation 
	£200,000 

	Lower tier authority contributes the remainder (18.9% of their allocation) 
	£150,900 


4.3
This approach is designed to recognise the role of the upper tier in the provision of services and infrastructure and the contribution they make to strategic planning. Therefore as NYCC operate at a strategic level their funding is being directed for that purpose.

4.4
The two tier mechanism also reflects the fact that New Homes Bonus forms a larger proportion of overall Spending Power for shire districts than all other types of authority. Similarly, it is a lower proportion of overall Spending Power for counties than other authorities. 
5.0
Enforcing Pooling 

5.1
The Government proposes to require pooling by attaching a condition to the section 31 grant, ensuring the required proportion is passed to the lead authority of the Local Enterprise Partnership. Local Enterprise Partnerships will then be free to use these resources, as part of the total Local Growth Fund, to fund their strategic economic plan. The resources will not be ring fenced for any particular use. The Government has, however, published guidance for Local Enterprise Partnerships to help them develop their local growth plans, including an expectation that they should involve engagement with all local authorities and other partners.

6.0
Accountability 

6.1
Local Enterprise Partnerships are currently drawing up multi-year Strategic Economic Plans which will identify economic growth investment priorities, including housing ones, for the area which Local Growth Fund Resources and other funding for the area will support. Arrangements for making investment and strategic decisions through the Local Enterprise Partnership are for local business and local authority leaders to determine.

7.0
Authorities belonging to more than one Local Enterprise Partnership 
7.1
For those authorities in more than one Local Enterprise Partnership, the Government propose that an authority’s contribution to local pooling should be split equally between those Local Enterprise Partnerships of which it is a member.  This will be the case for Craven, Harrogate, Selby, York, (between YNYER LEP and the LCR LEP) and the East Riding of Yorkshire (between YNYER LEP and the Humber Ports LEP).

7.2
 It is currently unclear how an upper tier authority in two LEPs will divide their NHB allocation.  

8.0
Contributions to the Local Growth Fund in North Yorkshire
8.1
The following table provides a breakdown of what each district in North Yorkshire and East Riding would be expected to contribute to the national pool according to two scenarios.   The first is as set out in para. 4.2 above and the second scenario is based on a straight 35% cut in NHB across all local authorities. 
Table 1: Payments into the national NHB pool 
	Local Authority
	2013/14 payment
	2015/16 payment (Forecast)
	Contribution from NY (100%), Districts (19%) and Unitary Councils (35%) 

2015/16
	Contribution from NY (35%), Districts (35%) and Unitary Councils (35%) 

2015/16

	Craven
	£588,327
	£980,545
	£184,955
	£344,073

	Hambleton
	£774,969
	£1,291,615
	£243,631
	£453,228

	Harrogate
	£797,492
	£1,329,153
	£250,711
	£466,400

	Richmondshire
	£425,449
	£709,082
	£133,751
	£248,817

	Ryedale
	£707,942
	£1,179,903
	£222,559
	£414,028

	Scarborough
	£554,966
	£924,943
	£174,467
	£324,562

	Selby
	£1,183,187
	£1,971,978
	£371,964
	£691,967

	North Yorkshire
	£1,258,083
	£2,096,805
	£2,096,805
	£735,769

	East Riding of Yorkshire UA
	£3,071,879
	£5,119,798
	£1,796,537
	£1,796,537

	York UA
	£2,433,248
	£4,055,414
	£1,423,045
	£1,423,045

	Total
	£11,795,542
	£19,659,236
	£6,898,426
	£6,898,426


8.2
The table below shows that when taking into account the contributions from York and the East Riding of Yorkshire it is likely that £4.9m will go to the YNYER LEP in 2015/16.

Table 2: Estimated contribution to YNYER LEP by local authority.

	Local Authority
	2015/16 payment (Forecast)
	Contribution from NY (100%), Districts (19%) and Unitary Councils (35%) to national pool
2015/16
	Est. contribution to YNY & ER LEP

	Craven
	£980,545
	£184,955
	£92,478

	Hambleton
	£1,291,615
	£243,631
	£243,631

	Harrogate
	£1,329,153
	£250,711
	£125,356

	Richmondshire
	£709,082
	£133,751
	£133,751

	Ryedale
	£1,179,903
	£222,559
	£222,559

	Scarborough
	£924,943
	£174,467
	£174,467

	Selby
	£1,971,978
	£371,964
	£185,982

	North Yorkshire
	£2,096,805
	£2,096,805
	£2,096,805

	East Riding of Yorkshire UA
	£5,119,798
	£1,796,537
	£898,269

	York UA
	£4,055,414
	£1,423,045
	£711,522

	Total
	£19,659,236
	£6,898,426
	£4,884,819


9.0
Issues for District Councils in North Yorkshire
9.1
The NHB is funded from cuts to the Revenue Support Grant so the Government are in effect transferring £400m of RSG to LEPs so this a clear loss of what was traditionally funding to support local authority services.

9.2
Not all district councils in North Yorkshire are in the same position regarding the NHB as some are currently using or plan to use most or all of their NHB to support their revenue budget while others are allocating most or all towards economic, housing or infrastructure projects.  In either case the loss of NHB will have a significant impact on the mid-term plans of the authority.

9.3
Although the NHB will be pooled entirely with the local LEPs the consultation is clear that the money must be used to deliver the Local Strategic Economic Plans.  In addition as it is the LEP that will be the decision maker on how this money is spent they will understandably want to have a great influence over how the money is spent.  Therefore it is unlikely if not impossible to expect that the LEP will simply transfer the funding back to the contributing councils.

9.4
The creation of the Single Local Growth Fund relies on the repackaging of existing committed budgets including major transport infrastructure and further education capital funding.  The hypothecation argument that this funding should be used for the purpose that it was originally designed is very strong.  The same hypothecation argument is just as strong regarding the use of the NHB which was to support economic and housing growth in local areas through the development of infrastructure, the economy and housing or through improved services.
9.5
Local authorities have a significant role to play in the creation of economic growth in their area and it is expected that they will use their officer, asset and financial resources to deliver the emerging Strategic Economic Plan.  The NHB is a key mechanism to achieving this so any reduction will reduce the local impact. 

9.6
The diversity of an area the size of YNYER LEP means that each district has different issues that need to be overcome in order to generate economic growth and consequently there will be a diverse range of solutions.  The emerging Local Economic Strategy enables appropriate actions to maximise growth according to the facts on the ground.  Generic programmes and approaches over such a large area will rarely be appropriate.

10.
Implications
10.1
Financial and Value for Money Implications:
           There are no financial implications specifically related to this report.  
The exact impact of the pooling of NHB is dependant on the results of the Government’s consultation exercise and the outcome of the negotiations with the LEPs.  Any impact from pooling will be on the approach to delivering the Infrastructure Reserve element of the NHB and this will be subject to a further report to Policy Committee.
Current Projected New Homes Bonus Receipts

	Description
	Opening Balance 1 April 2013
	Forecasted Contributions
	Forecasted Use
	Forecasted Balance 31 March 2014
	Estimated Contributions 2014/15 – 2016/17
	Estimated Balance For Projects

	
	£’000
	£’000
	£’000
	£’000
	£’000
	£’000

	Infrastructure
	235
	350
	(439)
	145
	2,067
	2,487

	Localism
	93
	79
	(113)
	59
	365
	424

	Empty Homes
	292
	100
	0
	392
	0
	392

	Total
	620
	529
	552
	596
	2,432
	3,303


Impact of New Homes Bonus Grant Reduction

	Description
	Opening Balance 1 April 2013
	Forecasted Contributions
	Forecasted Use
	Forecasted Balance 31 March 2014
	Estimated Contributions 2014/15 – 2016/17
	Estimated Balance For Projects

	
	£’000
	£’000
	£’000
	£’000
	£’000
	£’000

	Infrastructure
	235
	350
	(439)
	145
	1,656
	2,076

	Localism
	93
	79
	(113)
	59
	365
	424

	Empty Homes
	292
	100
	0
	392
	0
	392

	Total
	620
	529
	552
	596
	2,021
	2,892


10.2
Legal Implications: 

           There are no legal implications specifically related to this report.                       
10.3
Contribution to Corporate Priorities: 

This report relates specifically to the delivery of Priority 2 – Enterprising Craven and Priority 5 Financial Resilience.
10.4  
Risk Management:
 

           There are no specific risks related to this report. 

11.
Access to Information: Background Documents:  

           None
12.
Appendices: 


None
13.
Author of the Report: 

David Smurthwaite, Strategic Manager Planning and Regeneration 

Tel. 01756-706409

Email dsmurthwaite@cravendc.gov.uk
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