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2002/03 REVENUE BUDGET PROPOSALS

Technical Appendix - Revenue Support Grant Settlement

National Grant Settlement for England

The Government has announced that it expects local authorities in England to spend a total of £60.6billion, an increase of 7%.

The funding for this expenditure comes from three sources, as follows :-








£billion
increase
Government Grants, comprising :-

Revenue Support Grant


19.9

+   1.9%

Special Grants



10.8

+ 15.3%







-----

-----------

30.7             +  12.4%

Business Rates




16.6

+   9.8%

Council Tax





13.3

+   6.0%







-----

-----------

Total






60.6

+   7.0%







-----

-----------

The Revenue Support Grant from the Government is a grant towards the general expenditure by local authorities and is based upon what the Government expects each local authority to spend if they all delivered the same level and standard of service (called the Standard Spending Assessment).

The Special Grants from Government are aimed at providing grant support to specific services or initiatives the Government wishes to see local authorities give priority to, eg grants for schools to reduce class sizes, improve standards in education and improve the condition of school buildings, or grants to Social Services to improve services for children, adults and the elderly.

The Government also determines the amount of money to be raised from businesses by determining the rate in the £ all businesses must pay on the rateable value of their property. The rate in the £ for next year will be 43.7p, an increase of 1.6%. 

The Government will be expecting that, on average, local authorities in England will be increasing their Council Taxes by 5.2% and that the average Band D Council Tax for a standard level of service will be £769. Last year, local authorities spent £3.5billion more than the Government expected, giving an average Band D Council Tax of £901, but an average bill of only £740. A 5.2% increase would mean the average Band D tax next year would be £948 and the average bill £778.

Impact of the National Grant Settlement on Salford

The Standard Spending Assessment announced by the Government for Salford for next year is £228m, an increase of 4.2%. This is less than the average increase of 5.4% for all local authorities because of changes to the data used in its calculation. The main data changes which have caused this lower increase than average are population loss, traffic flows and the adjustment for the cost of living in London and the South East.

The Government expects Salford to raise £44.6m from Council Tax next year (+ 3.8%) and will provide £66.6m from business rates (+ 9%) and £119m (+ 1.3%) to be provided in Revenue Support Grant by the Government.

The Government has continued with the "floor" to the amount of Revenue Support Grant to protect those local authorities like Salford who might receive less than a 4% increase in Revenue Support Grant and business rates. As Salford's increase from these two sources is below this 4% threshold, it will receive an extra £1.6m in Revenue Support Grant, which is within the total of £119m referred to above.

Like many local authorities, Salford spends above the Government's Standard Spending Assessment. The Council has estimated it needs to set a budget at £249m to maintain the same standard of service as this year, passport through to schools’ budgets the increase in the Education part of the SSA, including the additional demands in Education to provide match funding for the Government's Standards Fund grant and in Social Services to meet the cost of funding changes for services to the elderly and changes to the way in which care standards will be determined. 

All expenditure above the Standard Spending Assessment must be raised from Council Tax and so Salford will need to raise £63.4m in total from Council Tax to fund its expected budget. This will require a Band D Council Tax of £1,138 for next year, an increase of 4.9% on this year (assuming the Police and Fire authorities’ precepts are increased by a similar amount). As the vast majority of properties in Salford are in Bands A, B and C, the average Council Tax bill will be around £740, which would still be less than the national average bill.  

Our Assumptions in Setting the Budget

Salford’s budget for this year is £240.3m. It is planned that it will increase by 3.6% to £249m as a result of the following changes :-











  £m

  %

2001/02 Base Budget






240.3

Budget Variations :

· Government function changes




-   1.6

-  0.7

· Efficiency savings






-   2.4

-  1.0

· Additional spending commitments




+  1.1
          + 0.5

· 2002/03 pay awards






+  4.9

+ 2.0

· 2002/03 pay increments





+  1.5

+ 0.6

· 2002/03 pension contribution increases



+  0.8

+ 0.3

· 2002/03 price inflation





+  2.7

+ 1.1

· 2002/03 capital financing





+  2.2

+ 0.9

· reduced contribution to reserves




-   0.5

-  0.2

-------

-------

249.0

+ 3.6

A budget of £249m can be set on the basis of the following assumptions being made about certain financial transactions and events which will occur during the course of next year, but which cannot be precisely quantified at this stage :-

· Total contributions to provisions and reserves of £2m, which will give a total of general reserves in hand at 31/3/03 of £5m (2% of net revenue budget)

· A contribution from DSO trading surpluses of £0.5m

· Continuing to capitalise revenue expenditure of 
£5.5m

· Pay inflation at 3.5% for teachers and 3% for administrative staff ; price inflation at zero for general supplies, 2.5% for externally determined charges and actual notified increases for levies and lead district charges

· Government funding and function changes for Social Services to be cost neutral

· The increase in Government funding for education through the SSA to be passported in full to the education service

· Directorates absorbing continuing spending pressures arising from the cost of the 2001/02 pay award exceeding the budget assumption and the non-achievement of savings from accommodation and additional income

· Maximising the use of external grant funding to support the continuation of services to the most vulnerable, particularly through the use of NRF grant and Children’s Fund grant 

· Directorates are able to fund bids for expansion of service from within existing resources

The Impact of Council Tax Increase Options 

Appendix 2 overleaf illustrates the effect of different Council Tax increases on the Council’s budget for 2002/03. The shaded column indicates the Council’s current proposals for the budget and Council Tax increase.

