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REPORT OF THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES



TO THE BUDGET AND AUDIT SCRUTINY COMMITTEE

WEDNESDAY, 8TH JUNE, 2005 


TITLE : 
FREE TRAVEL FOR PENSIONERS


RECOMMENDATION : 

That this Committee recommends Cabinet to support any strategy to be formulated by GMPTE or AGMA which aims to avoid any potential burden falling on local budgets or council taxpayers arising from the Government’s proposals for free travel for pensioners.


EXECUTIVE SUMMARY :   

This report sets out the financial implications of the Government’s proposals announced in the Chancellor’s March Budget for free travel for pensioners with effect from 1st April 2006 and actions that may be taken to seek to avoid a burden falling locally on budgets or council taxpayers. 


BACKGROUND DOCUMENTS :  None

(Available for public inspection)


ASSESSMENT OF RISK: 


Depending upon the approach the Government takes to the distribution of grant funding there may be a financial cost of up to £600,000 falling upon the Council as a consequence of the government’s proposals to introduce free travel for pensioners.



SOURCE OF FUNDING: 
Revenue Budget



COMMENTS OF THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES (or his representative):

1. LEGAL IMPLICATIONS



Not applicable 

2. FINANCIAL IMPLICATIONS


Provided by :  John Spink

       The Council could face a potential cost of up to £600,000 per annum from 2006/07 arising from the Government’s proposals.



CONTACT OFFICER : John Spink
   Tel : 793 3230
E-mail : john.spink@salford.gov.uk
 
WARD(S) TO WHICH REPORT RELATE(S): 
All


KEY COUNCIL POLICIES: 

Budget Strategy


DETAILS

1. INTRODUCTION

1.1. In the briefing for the last meeting of this Committee on 6th April there was a request that the a report be prepared on how the Council will cope with the funding of the free public transport for pensioners that was announced in the Chancellor’s March Budget, when introduced in accordance with the Government’s policy. 

1.2. This report describes the arrangements for how the funding of free public transport is likely to be dealt with, its possible implications and how they may be dealt with.

2. CURRENT ARRANGEMENTS FOR THE FUNDING OF CONCESSIONARY FARES 

2.1. Concessionary fares for pensioners are administered by local passenger transport authorities. Hence, as far as Salford is concerned, this is the responsibility of the Greater Manchester Passenger Transport Authority (GMPTA).

2.2. Each of the 10 districts in Greater Manchester (GM) is represented on the Authority and so has a say in policy matters, whilst overall policy is co-ordinated through AGMA.

2.3. There is no consistent policy for concessionary fares across the country. Some authorities, eg Merseyside and West Midlands, offer free travel already whereas others subsidise travel to different degrees. In GM, the concessionary fare is 50p, having recently been increased (for the first time in 4 years) from 40p. 

2.4. The GMPTA’s budget in 2005/06 for subsidising concessionary fares is around £33.3m and forms part of their overall budget of £192.2m, of which £119.2m is charged to each of the 10 districts through the passenger transport levy.  The levy is apportioned on the basis of population and Salford’s share is £10.2m.

3. GOVERNMENT PROPOSALS

5.1. The Government announced in the March Budget that it proposes to introduce uniform free travel for pensioners with effect from 1st April 2006, and will cost the Government £350m.

5.2. Government revenue support to passenger transport is routed through all local authorities via the Revenue Support Grant, not directly to the passenger transport authorities. Passenger transport funding is covered by the Environmental, Planning and Cultural Services (EPCS) block of Formula Spending Shares (FSS). EPCS funding is distributed largely according to population count and visitor numbers, with a deprivation top-up based on certain types of benefit claimant numbers. There is no specific funding earmarked for passenger transport.

5.3. The additional £350m which the Government will make available will therefore be added to the the EPCS FSS block and increase the RSG distribution.

4. ISSUES 

4.1. At a national level, the Government expects the additional £350m to cover the cost of passenger transport authorities having to increase their subsidy to bus operators, and so will be cost neutral.

4.2. At a local level, matters will be more complicated and there will be gainers and losers if the normal manner by which such funding is distributed is applied in this instance. For example, those authorities, eg Merseyside and West Midlands, where free travel currently exists will make windfall gains in RSG because they will not incur any increase in expenditure, whereas those authorities where a concessionary fare applies will lose out as the extra RSG will not cover the cost of subsidising the withdrawal of the fare.

4.3. (Those authorities currently with free travel may argue that they have made a policy decision to meet the cost of free travel from budgets and Council Tax and should now be funded for it by Government along with all other authorities)

4.4. GMPTE has estimated that the shortfall between the cost of the concessionary fares for pensioners and the extra grant likely to be received will be up to £7m. All other things being equal this shortfall would be passed on to districts through the levy and Salford’s share would be £600k. 

4.5. There will be parts of Government who will argue that local authorities are free to use RSG as they see fit in accordance with local priorities and as such need to balance the cost of competing demands. Accordingly, they see no reason to depart from normal arrangements for the distribution of RSG.

4.6. Nevertheless, there remains the prospect that if the Government does not recognise the potential consequences then a burden could fall upon council taxpayers, which was not envisaged when the Budget announcement was made.

5. POSSIBLE ACTIONS WHICH MAY BE TAKEN

5.1. Whilst it is unlikely that the Government will amend the distribution of RSG to match increases in spend, an obvious alternative that the Government could adopt would be to fund the increase in cost that passenger transport authorities face by payment of a specific grant to them rather than RSG to local authorities. This would therefore be cost neutral at the local as well as national level and would enable the argument that free travel is being fully subsidised by Government to be sustained. No authority would be financially disadvantaged by this approach.

5.2. Lobbying of Government has already begun via local MPs and no doubt will and needs to continue during the summer and autumn to ensure that the issue is adequately considered by Government. 

5.3. It is understood that GMPTA and AGMA will be formally considering the issue at their meetings in June, when no doubt a countywide strategy will be formulated.

6. RECOMMENDATION

6.1. That this Committee recommends Cabinet to support any strategy to be formulated by GMPTE or AGMA which aims to avoid any potential burden falling on local budgets or council taxpayers arising from the Government’s proposals for free travel for pensioners.

ALAN WESTWOOD

Strategic Director of Customer and Support Services
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