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EXECUTIVE SUMMARY 
 

1. This report gives details of the provisional Local Government Finance Settlement for 
2011/12 and 2012/13 that was announced by the Government on 13th December 
2010.  

 
2 The Spending Review of 20th October indicated that central government contributions 

to local government, excluding schools, would be reduced by 26% in real terms over 
the four years with a frontloaded reduction in 2011/12. Different figures have been 
quoted for the 2011/12 reduction varying between 10.7% and 12.8%. In addition the 
Spending Review stated that there would be a significant reduction in the number of 
ringfenced grants with many transferring into Formula Grant. 

 
3. The grant settlement is for two years, not four, and the actual national reduction in 

Aggregate External Finance (AEF) (total government revenue support for local 
authorities including schools) is -2.7% for 2011/12. The figure for 20112/13 is not 
given. The national percentage reductions in Formula Grant (excluding Police Grant 
and funding for schools) are -12.1% and -7.3% for 2011/12 and 2012/13 and for 
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Leeds -12.2% and -8.1% for the two years, equivalent to cash reductions of £44.0 
million and £25.3 million respectively.    

 
4. The Government quotes reductions in spending power resulting from the grant 

reductions. Spending power takes account of specific grants and council tax as well 
as Formula Grant. The national average for these are -4.5% and -3.3% for the two 
years. For Leeds the reductions quoted are -5.0% and -3.8%, but this excludes the 
impact of the grant reductions made during 2010/11.   

  
1.0 PURPOSE OF THIS REPORT 

1.1 To inform members of Executive Board of the details of the provisional Local 
Government Finance Settlement for 2011/12 and 2012/13. 

2.0 BACKGROUND INFORMATION 

2.1 Although the Spending Review is for four years, this settlement is for two years. It is 
the Government’s intention to review the local government system in time for the 
2013/14 settlement. 

2.2 The settlement for the next two years follows an announcement in June 2010 when 
the Government made in-year cuts to grant funding in 2010/11.  Nationally £1.2billion 
was cut from grants to local authorities. Grants to Leeds were cut by £15 million and 
this was reported to Executive Board on 25th August.  

2.3 Leading up to the settlement announcement, much concern had been expressed 
about the frontloading of cuts indicated by the figures included in the Spending 
review. The frontloading still remains but the impact has been softened for authorities 
hardest hit as described in paragraph 2.4 below. 

2.4 In making the settlement announcement, the Government has acknowledged that 
consideration of grant cuts alone would fail to take account of the differing ability of 
authorities to raise money from council tax. To address this they have introduced a 
measure “total spending power” and set a cap on the maximum reduction in this 
measure of 8.9% for each of the two years. If an authority’s spending power would 
reduce by more than 8.9% then they will receive a transitional grant to limit the 
reduction to 8.9%. £85 million has been provided to pay for this transitional grant. 

2.5 In the October Spending Review the Government announced that ringfencing of 
grants would be reduced significantly with only simplified school grants and a new 
public health grant (new in 2013) remaining. About £4billion of grants would be moved 
or added to Formula Grant which means significant adjustments have been made to 
the 2010/11 figures to enable proper comparisons to be made.  

2.6 The Government will provide funding for a one year council tax freeze for 2011/12, to 
be funded to cover a 2.5% increase. Authorities can choose not to freeze or reduce 
council tax, but if they do not they will not receive any support from this scheme. 

2.7 In addition to the council tax freeze, the Government have stated that they “will 
introduce powers for residents to veto excessive council tax increases through a local 
referendum. In the meantime, the Government will take capping action against 
councils that propose excessive rises. Capping principles will be set out in the new 
year. 



2.8 The Government will introduce a New Homes Bonus scheme to commence in 
2011/12 which will match fund the council tax on every new home for each of the 
following six years. 

3.0 MAIN ISSUES 

3.1 The national totals of Aggregate External Finance (AEF) for 2011/12 are set out 
below: 

 
 
3.2 The amounts of formula grant for Leeds for the two years are shown below. The table 

shows Leeds’ formula grant for each year of the settlement split between five grant 
blocks together with the total reductions from year to year in cash and percentage 
terms. 

 
 

 

 
2011/12  & 2012/13 PROVISIONAL LOCAL GOVERNMENT FINANCE 

SETTLEMENT - BREAKDOWN OF LEEDS' FORMULA GRANT

2010/11 2011/12 2012/13

Actual Provisional Provisional

£m £m £m

Grants rolled in using tailored distributions n/a 25.673 25.422

Relative Needs Amount (RNF) 204.911 214.944 197.983

Relative Resources Amount -47.051 -37.579 -33.882

Central Allocation 147.828 112.462 101.201

Floor Damping -2.244 -0.469 -2.651

Actual/Provisional Formula Grant Total 303.444 315.031 288.073

Adjusted Grant (for comparison with the 

following year only) 359.000 313.349 N/A

Cash Reduction (compared to Adjusted 

Grant) N/A -43.969 -25.276

Percentage Change (compared to 

Adjusted Grant) N/A -12.2% -8.1%

Formula Grant, Specific and Other General Grants

£m £m £m %

2010/11 2010/11 2011/12 Change

Unadjusted Adjusted

TOTAL AEF 75,169 75,685 73,610 -2.7%

of which Specific and General Grants 1 50,502 47,361 48,714 2.9%

NET AEF (SR10)1 24,667 28,471 25,014 -12.1%

plus Total post-CSR transfers -147 -118 -19.5%

equals NET AEF 24,667 28,325 24,896 -12.1%

minus NNDR Distributable Amount 21,500 21,500 19,000 -11.6%

equals Total RSG 3,167 6,825 5896 -13.6%

minus RSG for specified bodies 45 45 33 -27.8%

equals

TOTAL RSG FOR RECEIVING 

AUTHORITIES 3,122 6,780 5863 -13.5%

add back NNDR Distributable Amount 21,500 21,500 19,000 -11.6%

plus

Police Grant (incl. Met. Special 

Payment) 4,374 4,374 4,546 4.0%

equals FORMULA GRANT* 28,996 32,653 29,410 -9.9%

* Numbers may not sum due to rounding

1. PFI no longer included in these figures 



 
3.2.1 Comparisons between years are made to adjusted amounts because of changes in 

the way funding is provided or for changes in responsibilities. Funding transferred into 
the Relative Needs Amount of Formula Grant includes concessionary fares along with 
several adults social care grants previously paid as Area Based Grant. The 
concessionary fares funding was previously given as specific grant to West Yorkshire 
Integrated Transport Authority who administer the service. As Leeds will now be 
receiving the funding, the levy from the Transport Authority will be expected to 
increase.  

3.2.2 Another adjustment relates to Academies. Local authority funding outside of the 
Dedicated Schools Grant has not previously been adjusted to reflect their changing 
responsibilities when schools become Academies, which has meant both local 
authorities and Academies have received funding for the same responsibilities. To 
address this DCLG will make a transfer of funding over the next two years to meet the 
estimated cost of new Academies and Free Schools over the period. Because it is not 
possible to say precisely which schools in which local authorities will convert to 
Academy status and where all new Academies and Free Schools will be, it is not 
practical to target the reductions at individual local authorities and therefore a national 
top slice, of £145 million, has been applied. Leeds share of this top-slice in 2011/12 is 
a reduction of £1.76 million.   

 
3.23 A further negative adjustment of £21.5 million nationally, or £0.3m for Leeds, relates 

to the transfer of responsibility for private sewers to the water companies. However’ 
Leeds City Council will also take on extra responsibilities relating to flood defence 
under the Flood and Water Management Act 2010 whereby it will be designated a 
Lead Local Flood Authority (see 3.6.12 below). 

 
3.2.4 The line in the above table, “Grants rolled in using tailored distributions” relates to a 

number of the previous specific grants that have now been incorporated into Formula 
Grant but where it has been decided to introduce new formulae into the Formula 
Grant methodology rather than just using the existing ones. The table below shows 
what is included here and how the allocations compare with 2010/11 grant. 

 

 2001/11 Grant 2011/12  amount in 
Formula Grant 

Supporting People £31.981m £21.367m 

Housing Strategy for Older People £0.369m £0.198m 

Local Transport £2.114m £1.053m 

Animal Health and Welfare Enforcement £0.029m £0.021m 

LSC Staff Transfers £0.615m £0.559m 

AIDS Support £0.457m £0.499m 

Preserved Rights. £2.741m £1.976m 

TOTAL £38.306m £25.673m 

 As can be seen, Leeds will lose over £12 million in respect of these allocations, (this 
is part of the reduction of £43.969 million shown in the table at 3.2 above). 

3.2.5 Floor damping has been retained in the system, with different floors for different 
classes of authority depending on services provided, as in previous years. However, 
within those classes different bands of floors have been set depending on how 
dependent authorities are on Formula Grant to fund their budgets. For Education and 
Social Services authorities the floors are as follows: 

 
 



 

 2011/12 2012/13 

Band 1 most dependent -11.3% -7.4% 

Band 2  -12.3% -8.4% 

Band 3  -13.3% -9.4% 

Band 4 least dependent -14.3% -10.4% 

  
 Leeds falls into Band 2, but as can be seen from the table at 3.2 has grant reductions 

in both years slightly less than the Band 2 threshold. 
 
3.3 Comparative figures showing the percentage reductions in Formula Grant for the Core 

Cities and the West Yorkshire Districts are shown in the table below: 
  

2011/12 & 20102/13 PROVISIONAL LOCAL GOVERNMENT FINANCE 
SETTLEMENT  

CORE CITIES AND WEST YORKSHIRE FORMULA GRANT ALLOCATIONS 

      

  % Reduction in % Reduction in    

  Formula Grant Formula Grant    

  between between    

  2010/11 and  2011/12 and     

  2011/12 2012/13    

         

LEEDS -12.2% -8.1%    

Birmingham -10.2% -7.3% 
   

Bristol -10.8% -7.1%    

Liverpool -11.3% -7.4%    

Manchester -10.9% -7.4%    

Newcastle -11.3% -7.4%    

Nottingham -10.7% -7.4%    

Sheffield -11.6% -7.7%    

         

Bradford -11.3% -7.4%    

Calderdale -12.3% -8.3%    

Kirklees -11.5% -7.6%    

Wakefield -12.0% -7.8%    

West Yorkshire Police -5.1% -6.7%    

West Yorkshire Fire -9.2% -1.4%    

         

Average Core City -11.0% -7.5%    

Average West Yorkshire District  -11.8% -7.8%    

Average Metropolitan District -9.8% -7.2%    

Average England -12.1% -7.3%    

         

 
 



 As can be seen, although there are variations between individual authorities, Leeds’ 
percentage reductions are bigger than the national average and the average of the 
Core Cities, the West Yorkshire Districts and the Metropolitan Districts for each of the 
two years of the settlement. 

 
3.4 Comparisons for spending power reductions are given in the table below: 

2011/12 & 20102/13 PROVISIONAL LOCAL GOVERNMENT FINANCE 
SETTLEMENT  

CORE CITIES AND WEST YORKSHIRE "SPENDING POWER" REDUCTIONS 

      

  % Reduction in % Reduction in    

  "Spending Power" Spending Power"    

  between between    

  2010/11 and  2011/12 and     

  2011/12 2012/13    

         

LEEDS -5.02% -3.84%    

Birmingham -8.32% -4.28% 
   

Bristol -3.64% -3.12%    

Liverpool * -8.90% -7.06%    

Manchester * -8.90% -6.97%    

Newcastle -7.84% -4.04%    

Nottingham -8.44% -4.17%    

Sheffield -8.35% -4.04%    

         

Bradford -8.81% -4.01%    

Calderdale -4.94% -3.67%    

Kirklees -4.26% -3.41%    

Wakefield -4.71% -3.77%    

West Yorkshire Police N/A N/A    

West Yorkshire Fire -4.72% -0.80%    

         

Average Core City -7.58% -4.68%    

Average West Yorkshire District  -5.82% -3.78%    

Average Metropolitan District -7.06% -4.23%    

Average England -4.50% -3.32%    

         

      

* Transition Grant limits reduction to 8.9% for 2011/12.    

  

As can be seen, based on these figures, Leeds will suffer a smaller reduction in 
spending power than all the other Core Cities except Bristol but a larger reduction 
than the other West Yorkshire districts except Bradford. 



 
The settlement indicates that the reduction in spending power for Leeds amounts to 
£34.3m for 2011/12 and £24.5m for 2012/13.  These reductions takes account of 
additional funding allocated from NHS budgets of £9.3m in 2011/12 and £9.0m in 
2012/13. It should also be noted that the reductions in Government Grants made in-
year of £15.045m, as reported to Executive Board on the 25th August 2010, are 
excluded from the comparison, as are reductions relating to changes in function, 
including for example the loss of grant in respect of academies.  

 
3.5 The following table shows the Spending Power per head for Leeds and how that 

compares with the other Core Cities, West Yorkshire districts and national averages: 

 

The figure for Leeds is significantly less than the national average and than the 
figures for the other authorities shown. 

3.6 Significant changes have been made to specific grants for 2011/12. There were 
previously over 90 specific grants but these have been condensed into “Core 
Revenue Grants” as follows, with amounts for Leeds shown for 2011/12: 

 

 

 

REVENUE SPENDING POWER PER HEAD 2011/12

2011/12 2011/12 Revenue Percentage 

Revenue Population Spending Difference 

Spending 

Power

Projection Power per 

Head

from Leeds

£m £

Leeds 646.7 812,339        796.15         -                

Liverpool 579.4           444,843        1,302.51      63.6%

Manchester 568.4           495,934        1,146.12      44.0%

Sheffield 535.7           557,263        961.25         20.7%

Birmingham 1,160.0        1,042,894     1,112.29      39.7%

Newcastle upon Tyne 311.5           285,826        1,089.73      36.9%

Nottingham 320.2           310,450        1,031.42      29.6%

Bristol 416.3           450,642        923.81         16.0%

Bradford 492.2           518,919        948.45         19.1%

Calderdale 181.2           204,556        885.70         11.2%

Wakefield 286.8           327,298        876.36         10.1%

Kirklees 349.5           412,605        847.10         6.4%

Average Core City 4,538.2        4,400,191     1,031.37      29.5%

Average West Yorkshire District 1,956.4        2,275,717     859.70         8.0%

Average Metropolitan District 11,361.7      11,356,624   1,000.45      25.7%

England 53,040.8      52,577,099   1,008.82      26.7%



Early Intervention Grant (see 3.6.1 below) £30.71m 

Public Health Grant (from 2013-14) (see 3.6.2) n/a 

Learning Disability and Health Reform grant  (see 3.6.3) £9.97m 

New Homes Bonus (see 3.6.4) £2.90m 

Council Tax Freeze Grant  (see 3.6.5) £6.68m 

Housing Benefit and Council Tax Benefit Administration Grant  (3.6.6) £6.71m 

Preventing Homelessness (see 3.6.7) £1.04m 

 
See comments on some of these below.  

 

3.6.1 Children’s Services specific grants (excluding schools) have all been replaced by the 
single Early Intervention Grant. It is estimated that Leeds will receive about £3.5m 
less in total for 2011/12. 

3.6.2 The Public Health Grant will be paid from 2013/14 as a ringfenced grant for new 
responsibilities to be given to local authorities from that date. 

3.6.3 The Learning Disability and Health Reform Grant is a new grant from 2011/12. 

3.6.4 The amount of the New Homes Bonus scheme grant for Leeds for 2011/12 is subject 
to the outcome of a current consultation about certain technical aspects of the 
scheme. 

3.6.5 The amount of council tax freeze grant for Leeds for 2011/12 is subject to Leeds City 
Council freezing or reducing its council tax. 

3.6.6 The Housing Benefit and Council Tax Benefit Administration Grant is the continuation 
of an existing grant and shows a small increase for Leeds over 2010/11. 

3.6.7 Preventing Homelessness is a new grant that incorporates elements of previous 
grants. It is difficult to match it precisely to previous grants but appears to show a 
small reduction. 

3.6.8 A further core revenue grant is Dedicated Schools Grant (DSG). For 2011/12 this will 
incorporate many of the separate specific grants that were previously given to 
schools. Overall amounts will not be announced until June 2011 but estimates of the 
total DSG to be expected suggest that it will fall from £501.3 million to £500.9 million, 
even after allowing for about 400 additional pupils (these figures are both gross of 
amounts that will be transferred to academies). The minimum funding guarantee has 
been set so that no school will see a reduction compared with its 2010-11 budget 
(excluding sixth form funding) of more than 1.5% per pupil before the pupil premium is 
applied (see 3.6.9).  

 
3.6.9 In addition to DSG, schools will also receive in 2011/12 an allocation of Pupil 

Premium. This will provide additional funding for deprived pupils and will be paid out 
at the rate of £430 per pupil with free school meals entitlement.  

3.6.10 Sixth forms will receive a cut of no more than 3%. 

3.6.11 In the Spending Review it was stated that £1bn for social care was to be provided 
from the Health budget. In their calculation of authorities’ spending power for 2011/12, 
the Government has identified amounts of NHS funding which will be given to local 
authorities to support social care and benefit health. Although the national amounts 
are different, it appears these probably relate to the same thing. The amount quoted 
for Leeds is £9.3m. 



3.6.12 Under the Flood and Water Management Act 2010 Leeds City Council will take on 
extra responsibilities as a Lead Local Flood Authority. It will receive a specific grant in 
2011/12 of £146k to pay for these responsibilities. 

4.0 Implications for Council Policy and Governance 

4.1 The settlement will have implications for the 2011/12 budget and the level of council 
tax for that year which will be the subject of separate reports to Executive Board. In 
the longer term, it will have implications for future budget decisions and for the 
development of the Council’s Financial Plan. 

  
5.0 Legal and Resource Implications 

5.1 The settlement will have a direct impact upon the Council’s financial resources for the 
years 2011/12 and 2012/13, and will be a key factor in decisions on the Council’s 
budget and levels of council tax as described in 4.1, above.  

6.0 Recommendations 

6.1 Members are requested to note the content of this report. 

 

 

Background Papers: 

The Draft Local Government Finance Report 2011/12 and supporting papers, published by 
the Department for Communities and Local Government, 13th December, 2010 


