Re:
Commission’s Term of Reference – No. 6(e) – 

Options for the future financing of Local Government


________________________________________________
The elected members of Kerry County Council at their meeting held on19 May considered a response to the Commission’s term of reference, as above, and decided to make the following submission for consideration:-

1.
Democratic Accountability
The Council believes that the recognition and promotion of democratic accountability at local level should underpin any reform of local government financing and that, accordingly, local authorities should have discretion and control over a much more substantial portion of their funding sources than at present and that the base of income, from whatever sources, over which local authorities have control, be extended.

In reality, Kerry County Council has full control over the raising of only 13% of its income (i.e. commercial rates) and even here the Minister for the Environment, Heritage and Local Government retains power to limit the increase in the rates multiplier from year-to-year.   There are only approx. 2,600 ratepayers in the County Council administrative area.   Quite obviously this is a very narrow base on which to build income for a developing county with ever-increasing demands and expectations.   In addition, even within that small base, there is very limited buoyancy – the Council’s nett effective valuation on which rates are levied increased by  just 4% per year on average in the period 2000/2008, one of the lowest increases in the Country at a time of substantial growth in the economy.   In that case, unfortunately, there must be reliance on increasing the rates multiplier to yield any reasonable additional income to fund the key essential services/improvements.    Allowing for the size of this County, this Council’s valuation base is relatively particularly limited.
2.
Extension of Commercial Rates

The Council recommends the extension of rates to premises used for Government purposes so that these premises contribute to supporting local services like other undertakings such as office premises, etc.
3.
Domestic Water Services

Financing of the cost of the Water and Waste Water Programme, an essential service, has grown substantially in recent years and is set to increase further as the planned investment programme is delivered and water quality issues are addressed.
Under the Government’s Water Pricing Framework water and waste water are to be charged at the average operational cost plus the marginal capital cost for non-domestic usage.   Domestic usage is to be funded by State Grants for the capital element and the Local Government Fund for the maintenance costs.  However, the Local Government Fund Grant is a general local income support grant with no specific breakdown.
In the interests of transparency and so that the Government takes the responsibility for fully funding the domestic sector in accordance with its pricing framework. The Council recommends the cost of the domestic usage should be fully identified and fully recouped to the local authorities distinct from the Local Government Fund Grant.  In addition, the Council recommends that schools should be exempted from water charges in view of the very important role education plays in social and economic development and that any charges foregone should be recouped to local authorities as part of the grant-aid for the domestic usage.
4.
Quality of Life/Community Betterment Improvement Measures

At a time when the local authority core services are ever-extending and expectations increasing, only top priorities can be funded from available finances and this is clearly evident each year when the Council’s Budget is being considered.   Funding simply cannot be provided to support other desirable programmes like “quality of life” improvement measures, such as, recreational/cultural facilities/activities, improved streetscapes, additional facilities at beaches, extended library services, amenities such as walk-ways, town parks.   In the absence of any other source of funding, a case exists, the Council believes, for the introduction of an annual contribution scheme, funded by the local householders, for such services to be determined locally and applied to a programme of measures as determined by the Elected Council.

Additionally, the introduction of a scheme for tax relief on any contributions made to local authorities for the purposes of the “Quality of Life”/”Community Betterment” initiatives such as those mentioned above, is recommended.   Tax Relief Schemes have been used to good effect in the past as, for example, in urban renewal/regeneration, modernised hotel accommodation, improved student accommodation and multi-story car-parks.  This type of programme would support the development of the sense of community as identified in the report of the Task Force on Citizenship established by An Taoiseach.
From: John O'Connor(Head of Finance) [mailto:joconnor@kerrycoco.ie] 
Sent: 31 July 2008 12:36
To: Commission on Taxation Info
Subject: Commission on Taxation

I wish to refer to my submission by e-mail of 21 May 2008 on behalf of Kerry County Council regarding the future financing of local Government. Subsequent to the Council meeting of 19 May and my submission to you, the Elected Council re-visited Par. 4 of the submission which dealt with “quality of life/community betterment improvement measures” and the Council decided to withdraw the recommendation that the introduction of an annual contribution scheme funded by local householders should be withdrawn. Please note accordingly. All other parts of the submission stand as previously conveyed to you on 21 May.
John O’Connor
Head of Finance
5.
Implementation of National Programmes

There have been many examples where local authorities have taken on additional functions and where there was no exchequer funding for such services, or where recoupment was delayed or much less than the cost, or where the future costs were expected to be borne by the local authorities.   Examples of such instances include the Housing Adaptation Grants for Older People and People with a Disability, Heritage Activities, Phosphorus/Nitrates Regulations, the Official Language Act, Benchmarking Pay Increase costs and the closure of old dump sites in accordance with E.P.A. requirements.  Local Authorities are well organised and structured to deliver many services on behalf of the state and state-agencies and welcome the opportunity to do so, but a proper source of funding needs to be identified and put in place at the same time as when the services are being assigned to the Local Authorities.   A reasonable contribution to the local authority overheads should be included, as well.

6.
Allocation of Local Government Fund (LGF)

The Needs and Resources Model for the distribution of the Local Government Fund has achieved improved equity, from a Kerry County Council viewpoint, in the distribution of the Local Government Fund.   
However, there is as yet no explicit mechanism within the Model for taking into account significant local factors, such as, for example, impact of high rainfall on roads maintenance, additional demands of tourism on service delivery, e.g. water and sewerage services, geographic configuration of an area, length of coastline and maritime nature of territory.   Adjustment of the Model to take into account significant local cost-drivers would be welcomed.   In addition, whereas, at present, expenditure is taken as proxy for needs, the Model should be developed so as to be based on an actual assessment of needs across all the significant services at local level on an on-going annual basis.

7.
Planning Application Fees

The costs of this Council’s development management service is estimated at €4.060m for 2008 and income from planning application fees is estimated at €0.810m or just 20% of the total costs. The Council recommends that there is an urgent requirement to increase fees to better match the costs of the service.   The fees are set by the Minister for the Environment, Heritage and Local Government.

From time-to-time decisions of An Bórd Pleanála on planning applications may give rise to the requirement by the local authority to pay compensation to the landowner in accordance with the Planning and Development Acts.   As the pursuit of good planning and sustainable development is in the overall national interest, it is suggested that a national fund should be made available by the exchequer for the payment of compensation arising from planning decisions.  Nowadays, such compensation could be quite sizeable, given present land values.

8.
National Investment Programmes

All investment through state grant-aid in the County is welcome.   However, in the preparation for and execution of the major capital development and grant-aided projects, the Council incurs administrative, engineering, legal and support costs.   Not all engineering design costs are covered by the grant-aid in all projects and, generally, the costs of the administrative, legal and office support requirements are not covered.   Nowadays, considerable expenditure can accumulate in bringing projects to implementation stage.   It is estimated that the Council expends close on €1.0m per year from its own resources on implementing the Government’s Social Housing Policies.   Likewise, further sizeable sums are spent from the Council’s own resources in support of the execution of the Department of Transport Road Grants Programmes, NRA Maintenance Grants and Water Services Capital Investment Programme.   The Council suggests that the grant-aid made available should be extended to cover the true overhead costs of the projects involved.

9.
Waiver Schemes for Service Charges

Any charges for services provided, e.g. refuse, rents, etc., should be levied at the full economic cost and inability to pay should be dealt with as part of the social welfare structure administered by the Department of Social, Community and Family Affairs, with no loss accruing to the local authority as, for example, in the case of the telephones through Eircom, energy through the E.S.B., travel with C.I.E.

10.
Multi-Annual Budgeting

On the income side, local authorities are dependent on an annual cycle that determines the total revenue base.   Notification of the Local Government Fund (LGF) is issued by DoEHLG usually very late in the local authority prescribed time-frame for adopting the annual budget.   Also, allocation of some national grants for projects such as piers, marine works, coastal protection, can be made quite late in the financial year with a requirement for expenditure before year’s end and this militates against value for money and efficient work programming.
It is suggested that there is a need for a multi-annual methodgy for grant allocation with a provision of the carry-over of unexpended grant-aid from one year to the next, and that more timely allocation of the LGF be notified to local authorities in the interests of improved financial planning.
11.
Sharing the income from V.A.T.

The Council believes that a share of the V.A.T. Exchequer Receipts arising in a County should be distributed to the County Council of that Council in recognition of the economic activity which the Council’s services have helped to generate.
Conclusion

Finance is the lifeblood of any organisation.   How that is sourced can be subject to much debate.   Over the years, local authorities have taken on additional functions, are engaged on a modernisation programme, provide a democratic forum for responding to the needs of local communities and acting in the common good.   However, if local authorities are to continue to be relevant and responsive to the future development of their areas and people, an equitable and adequate basis for funding must be devised and implemented.  The Council requests that the Commission would support measures to help re-invigorate local government through a modernised and sustainable true local government financing programme.
J. O’Connor
Head of Finance

Kerry County Council
