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Summary:

The report informs Members of the implications of the provisional Revenue Support Grant Settlement received from the Government on 02 December 2004.

Recommendations:

Members are asked :- 

(i) to note the provisional settlement, the implications of which are built into the General Fund Revenue Budget report (FS42/04) which is elsewhere on the agenda;

(ii) to delegate any representations on the settlement prior to the closing date of 11 January 2005 to the Head of Finance in conjunction with the Leader and the Portfolio Holder for Policy, Performance Management, Finance and Resources.

Contact Officer:
Angela Brown
Ext:
 7299

Note: in compliance with section 100d of the Local Government (Access to Information) Act 1985 the report has been prepared in part from the following papers: ODPM Provisional Revenue Support Grant Settlement 2/12/04.

CITY OF CARLISLE

To:
The Executive







FS41/04


20 December 2004

REVENUE SUPPORT GRANT SETTLEMENT 2005/06

1. BACKGROUND INFORMATION AND OPTIONS

1.1
The Provisional Revenue Support Grant Settlement was received from the ODPM on 2 December 2004.  

1.2 The implications of the provisional settlement on the City Council’s budget proposals are considered in the General Fund Revenue Budget report (FS42/04) which is considered elsewhere on the agenda.

1.3 If the Council wishes to make representations on the proposals, these must be submitted to the ODPM by 11 January 2005.  In view of the timescale with the Christmas period intervening, it is suggested that any response be delegated to the Head of Finance to make in conjunction with the Leader and the Portfolio Holder for Policy, Performance Management, Finance and Resources.

1.4 It is anticipated that the final Revenue Support Grant Settlement figures will be issued by the ODPM in late January or early February 2005.

2. LOCAL GOVERNMENT FINANCE SETTLEMENT 2005/06 – OVERVIEW

2.1 The Key national features of the settlement are:

· A £3.5 billion increase in Councils’ grant – a 6.2% increase in cash terms over 2004/05 

· An increase in total Formula Grant of  5.6% and 5.4% in Formula Spending Shares

· An assumed Council Tax Yield of 4.8% compared with 6.7% in Spending Review 2004, and an assumed Band D Council Tax increase of 3.6%.

· An extra £637m beyond the figures in the Spending Review 2004 (for 2005/06 only)

· Additional Resources of £210m to deal with pensions, planning and licensing fees and reprofiling of waste targets.

· There are no proposed changes to the grant distribution formulae for 2005/06.

2.2 As in recent years, the ODPM are proposing floor damping arrangements which will ensure that all groups of authorities receive a minimum grant increase.  However, for 2005/06 they have removed the arrangement of funding the floor through the imposition of a ceiling.  Instead, all authorities set to receive a grant increase above the level of the floor will have their grant scaled back to pay for the cost of the floor.

Floors have been set at 4% for Education and Social Services authorities, 3.75% for Police and 2.5% for Districts and Fire authorities. 

2.3 The 2003/04 Amending Report 

Following the publication of the 2001 census, representations were made to the Office for National Statistics on the population figures used in view of their effect on grant entitlement. Following data matching exercises, ONS issued revised mid year estimates for 2001. These figures affect authorities entitlement to grant and ODPM took the view that they were substantial enough to require an amending Revenue Support Grant report for 2003/04. The Amending Report for 2003/04 will be implemented at the same time as the 2005/06 settlement, (albeit there is a different accounting treatment of the effect). 

As a part of the floor damping scheme this year, the base position for calculating the year-on-year increase will be the adjusted 2004/05 grant plus capital adjustment plus Amending Report adjustment.  The Amending Report Adjustment ensures that authorities that 'lose' under the 2003/04 Amending Report will still receive at least the floor increase.

An Amending Report will also be needed for the 2004/05 settlement but the Government has decided to delay this until 2006/07.

2.4 The settlement includes national figures on ‘new burdens’ (i.e. if the Government places a new obligation on local government, the relevant Government department must provide the funding) and transfers of funding. An example of this is that nationally, Districts have been awarded £15.375m for Civil Contingencies. It is not transparent how the additional resources for the new burdens and transfers are reflected in individual authority settlements.

2.5 The Government has retained powers to cap local authority budget requirements where they have judged authorities to have set excessive increases. In 2004/05 the Government exercised its capping powers for the first time against 14 authorities. The Government has sent a letter to all authorities on 9th December emphasising that they expect to see significantly lower council tax increases in 2005/06, and that the average council tax increase in England will be less than 5%.

3.
PROVISIONAL SETTLEMENT 2005/06 - CARLISLE

3.1 Impact on Grant
The increase for the City Council in Formula Grant compared to 2004/05 is:

· £310,000 (i.e. 3.73%) over the ‘adjusted’ 2004/05 grant. This is the headline figure quoted by the Government. Adjustments to previous years are caused by three main factors – changes to the overall FSS level; transfers of responsibilities, and data change e.g. population changes.

· In actual cash terms, the impact of the 2005/06 settlement on the Council is an increase of £340,000 (4.1%) over the actual grant received in 2004/05. 

· A further complication this year is the impact of the 2003/04 Amending Report, from which the City Council lost £13,000. 

Formula Grant
2004/05

Actual

Grant

£000
2004/05

Adjusted

Grant

£000
2005/06

Provisional

Grant

£000
Actual (Increase)/

Decrease £000

Revenue Support Grant
(5,545)
(5,573)
(5,697)
(153)

Redistributed Business Rates
(2,755)
(2,755)
(2,942)
(187)

Total 
(8,300)
(8,328)
(8,639)
(339)

2003/04 Amending Report



13

Net Increase



(326)

3.2 Impact on Formula Spending Share (FSS)
The table below shows the impact on the Formula Spending Share (FSS) for the Council, an increase of 3.2%. It is important to remember that the FSS is NOT cash, nor is it a measure of how much a council should spend. The FSS is simply the Governments method of dividing up the resources that the Spending Review has made available. A full analysis of the FSS changes between 2004/05 Actual and 2005/06 Provisional is attached at Appendix 1. 

Detailed Formula

Spending Share


Actual

2004/05

£
Prov

2005/06

£
(Increase) /

Decrease

£
%
Note

EPCS – District 
(13,749,220)
(14,073,298)
(324,078)

(i)

Flood Defence
(41,181)
(39,158)
2,023

(ii)

Fixed Costs
(300,000)
(300,000)
0

(iii)

Capital Financing
(248,480)
(382,121)
(133,641)

(iv)

Total
(14,338,881)
(14,794,577)
(455,696)
3.2


Notes

(i) EPCS – District Level
The FSS consists of a basic amount per resident and top-ups for density, sparsity, additional population, deprivation and area costs. For 2005/06 the total amount per head of population is £138.17, an increase of £2.19 over the 2004/05 figure of £135.98. The Council’s base population has been assessed at 101,843, an increase of 715 (0.7%) over the 2004/05 figure.

(ii) Flood Defence
This is calculated by reference to flood defence expenditure.  For 2005/06 an element of this has been transferred to the Environment Agency to reflect the fact that most of its flood defence funding will now come direct through grant to the Agency rather than through levies.

(iii) Fixed Costs
Each authority that receives EPCS Formula Spending Share will receive £300,000 to reflect an element of their fixed costs. This is the same amount received as in 2004/05 (i.e. there has been no inflationary impact added to the fixed cost element).

(iv) Capital Financing

 The FSS element is the sum of debt charges; offset by interest earned on reserved receipts and other interest receipts.

3.3 Impact on Assumed Notional Council Tax
The Assumed Notional Council Tax (ANCT) is the amount of Council Tax that an authority is assumed to be able to raise from its Council taxpayers. This is not the actual amount of council tax that an authority will raise – it is simply an assumed level for the purpose of running the FSS formula. However the broad effect is that if every authority set its budget at the level of its FSS, the council tax would be the same for all properties in the same valuation band throughout England i.e. the assumed national council tax level. 

For Carlisle the ANCT has been increased from £1,061.46 at the previous settlement to £1,099.51. The breakdown between the three tiers of government (compared to 2004/05 actual Council Tax levels) is set out in the Table below:

Tier
ANCT

2005/06

£
%
2004/05 Actual

Council Tax

£
%

Cumbria County Council
(823.06)
75
   (928.30)
75

Carlisle City Council (including Parishes)
(181.53)
16
   (169.04)
12

Cumbria Police
(94.92)
9
 (150.28)
13

Total
£1,099.51
100
(1,247.62)
100

For the City Council, based on a Tax Base of 33,608 this gives an assumed income from ANCT of £6.101m.  The FSS of £14.795m less Formula Grant Allocation of £8.639m equates to £6.156m, a difference of £55k which is a loss of grant to the Council due to the impact of the floors and ceilings calculation previously mentioned in paragraph 2.2.

3. RECOMMENDATIONS


Members are asked : 

(i) to note the information, the implications of which are built into the General Fund Revenue Budget report (FS42/04) which is considered elsewhere on the agenda;

(ii) to delegate the making of any representations on the settlement prior to the closing date of 11 January 2005 to the Head of Finance in conjunction with the Leader and the Portfolio Holder for Policy, Performance Management, Finance and Resources.

4. IMPLICATIONS

· Staffing/Resources – As set out in the report.

· Financial – As set out in the report.

· Legal – None.

· Corporate – None.

· Risk Management – None.

· Equality Issues – None.

· Environmental – None.

· Crime and Disorder – None.

· Impact on the Customer – Impact on Council Tax

ANGELA BROWN

Head of Finance

Contact Officer:
Angela Brown



Ext:
7299

APPENDIX 1

COMPARISON OF 2004/05 FSS WITH 2005/06 PROVISIONAL FSS























Provisional 2005/06


Actual 2004/05














1.
Resident Population
101,843


101,128














2.
Enhanced Population
0


0














3.
Scaling Factor (mainly)
1.000089467


0.999829769
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Amount 
















per Head
FSS

per Head
FSS















£


£















Basis of FSS:



















Basic for EPC Services
74.02
7,539,093

  72.81
7,361,876














Density
22.85
2,327,001

  22.34
2,258,741














Sparsity
13.96
1,421,674

  13.73
1,388,261














Additional Population
  2.28
232,671

    2.26
228,811














Deprivation
25.06
2,552,859

 24.84
2,511,530














District Level EPC Services
138.17
14,073,298

135.98
13,749,220














Fixed Cost

300,000


300,000














Flood Defence

39,158


41,181














Total EPC Services

14,412,456


14,090,401














Capital Financing (Debt Charges)

1,138,910


935,326














Interest Receipts - Balances

-453,543


-241,954














Interest Receipts- Capital Receipts

-303,246


-444,892














FSS

14,794,577


14,338,881


































Overall Gain £

455,695

















Overall Gain %

3.2
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