PART 1

(OPEN TO THE PUBLIC)
ITEM NO.

REPORT OF THE LEAD MEMBER FOR CORPORATE SERVICES

TO CABINET BRIEFING ON 11TH DECEMBER, 2001  

Subject :
2002/03 PROVISIONAL REVENUE SUPPORT GRANT SETTLEMENT 

RECOMMENDATIONS :


Members are requested to note the current information which has been announced in the provisional RSG settlement and the timetable outlined in the report to be followed to consult on and determine the revenue budget proposals for 2002/03, and to consider the issues raised from the first stage of public consultation.
EXECUTIVE SUMMARY :

The 2002/03 provisional RSG settlement indicates an SSA for Salford of £228.129m, an increase of 4.2%. This is once again one of the lowest settlements in the country and the lowest in Greater Manchester.

The SSA increase indicates that a guideline budget of a minimum of £249.3m would be required. The settlement is silent this year with regard to the Council Tax Benefit Subsidy Limitation Scheme and if it is confirmed that the scheme has been withdrawn, this could enable the guideline budget to be increased to £249.6m without impacting upon Council Tax payers. 

The most recent spending forecast indicated a requirement of approximately £255m. However, the RSG announcement indicates a number of function changes and the intention to pay specific grant for certain functions, which will require the spending forecast to be examined to take account of these changes and the scope for further efficiencies to ensure the spending requirement is reduced. On the other hand, directorates’ spending submissions may increase it.

Further information is required from the DTLR, without which accurate assessments of the likely budget limits and implications for Council Tax levels cannot be made at this stage. This information is expected in the next few days.

The Secretary of State has also announced the retention of the floors and ceilings scheme introduced last year. Salford gains £1.789m of extra Revenue Support Grant from the operation of the grant floor.

BACKGROUND DOCUMENTS :
Letter from DETR entitled “2002/03 Revenue Support Grant – England”, 4th December, 2001

CONTACT OFFICER :
John Spink



TEL NO :
793 3230
WARD(S) TO WHICH REPORT RELATES :
None specifically, but potentially all affected

KEY COUNCIL POLICIES :

2002/03 Budget Strategy

REPORT DETAILS

1.
PURPOSE OF THE REPORT  
This report is intended to inform members of the provisional settlement details of the Revenue Support Grant for 2002/03 and its implication for the revenue budget.

2. INTRODUCTION

2.1. On 4th December, 2001, the Secretary of State for the Environment presented the details of the provisional Revenue Support Grant (RSG) settlement for 2002/03 before Parliament and released details to local authorities and their associations.

2.2. This report analyses the provisional RSG settlement and its implications for Salford.

2.3. The Government has invited written representations on the RSG proposals by no later than 10th January 2002. The Secretary of State had already announced that he would not receive any representations in person on the proposals.

3. THE 2002/03 PROVISIONAL RSG SETTLEMENT
3.1. Details of the 2002/03 national totals by comparison with 2001/02 are set out in Appendix A, whilst the national SSA control totals by service are shown in Appendix B.
3.2. The main points are:-


ENGLAND

•
Total Standard Spending 
£60.6bn

· Specific Grants                                                         £10.8bn     

•
Standard Spending Assessments
£49.8bn

•
Aggregate External Finance
£47.3bn

(of which :-

•
NNDR -Total Business Rate Income
£16.6bn

•
Revenue Support Grant    
    £19.9bn 
up 
7.0% 


up    15.3%

up
5.4% 

up      7.4% 

up      9.8%

up      1.9%



•
Council Tax for Band D at SSA
£768.63
 up
       5.2% 

(NB. Variations are shown against adjusted 2001/02 figures, where relevant)

3.3. Within the overall increase of 5.2% for SSAs there has once again been a shift in resources away from metropolitan districts (average increase 4.8%) to London (average increase 5.6%) and the South East as a result of late changes to the area cost adjustment. There has also been another significant increase (15.3%) in specific grants funded from transfers out of the SSA total.

3.4. The importance of the announcement is that it provides the first indication of the likely level of the City Council's SSA for 2002/03 and the likely expenditure limit to keep to Government spending guidelines. 

3.5. The final SSA may be slightly different due to late data changes, but the City Council's likely expenditure guidelines for 2002/03 can now be calculated.

4. THE PROPOSALS FOR SALFORD
· The Provisional Settlement details relevant to Salford are set out in Appendix C, whilst the service analysis of Salford’s SSA is shown at Appendix D. In summary:-

•
SSA has increased from £218.848m (adjusted for function changes from £220.642m) to £228.129m (+ 4.2%). This once again compares poorly with the national, metropolitan and Greater Manchester authorities average increases of 5.4, 4.8 and 4.9% respectively.

· Salford has the lowest SSA increase in Greater Manchester. Last year it had the 2nd lowest increase and the previous year the lowest increase. It will once again be one of the lowest increases nationally. This can partly be explained by the continuing population decline, which falls from 224,828 at June 2000 (2001/02 budget) to 224,279 at June 2001 (2002/03 budget), but also by adjustments to highways data and a late change to the area cost adjustment.


•

Special and specific grants for Social Services and Education will once again be made available to Salford in 2002/03. The details of these are still awaited, but there has been a substantial adjustment to SSAs for a switch to special grant from SSA for a range of functions within these services. The impact of these grants upon the budget remains to be assessed.

· Whilst the SSA still remains a key figure its importance in determining a possible capping limit may now be considered to be secondary to the council tax benefit subsidy limitation, since this may be seen as representing the strongest hint from the Government of where local authorities should be pitching their council tax increases, and hence their budget.

5. COUNCIL TAX BENEFIT SUBSIDY LIMITATION
5.1. This scheme has operated since 1999/2000. 









5.2. The provisional RSG settlement is silent about its continuation for 2002/03.





5.3. If the scheme has been abolished this would release some £363,000 from having to be met by Council Tax payers as part of the Council Tax.









6. THE EFFECT ON SALFORD
6.1. The Provisional Settlement figures can now be used to work out the City Council's indicative budget for 2002/03, assuming it wishes to set a council tax at no greater than the Government’s guideline increase for council tax, ie around 5%.
6.2. This indicative budget must now become the focal point of the budget process.

6.3. If it is assumed that the Council Tax levy rises by 5% and the following assumptions are also made :-

· That the Police and Fire levies also increase by 5% ;

· That allowance is made for a continuing Council Tax deficit of £550,000 ;

· The taxbase of 62,033 (a 1.8% reduction on 2001/02) to be recommended to Council on 19th December is used ;

· The previous amount of £363,000 for Benefit Subsidy loss is retained in the budget,

then an indicative budget for 2002/03 would be as follows :-











   £m

Council Tax for Salford’s services (+3.2% on 2001/02)


 63.941

NNDR









 66.616  


RSG







117.296


Add : Additional RSG Floor Grant



    1.789          119.085
Total Budget







           249.642
6.4. The latest forecast of the Council’s standstill spending requirements for 2002/03 is detailed in Appendix F. This shows a spending requirement of £254.966m.





6.5. However, this forecast does not take account of a number of key factors, namely :-

· The effect of functional changes made to SSAs, notably Education and Social Services. The 2001/02 base SSA has been reduced by £1.794m and it would be reasonable to expect that the forecast of spending requirements should see a similar reduction. The detail of how and where this will impact needs to be assessed.












· There has been an increase of £4.066m against the adjusted, or £3.407m against the unadjusted, Education SSA for 2001/02. This needs to be compared against the budgeted increase in Education spending and the relevant target for the budget share for schools to ensure that the requirement for passporting the Education SSA increase to schools is met. Initial indications suggest the budgeted inflationary increase (before spending pressures are taken into account) is some £0.7m higher than the unadjusted SSA increase.













· The ability to continue with NRF grant of £1.7m which was built into the 2001/02 budget. The standstill forecast currently assumes that this grant does not continue.



· Any increased spending requirements arising from departmental budget submissions.



· Funding of the capital programme.

6.6. Subject to directorate spending pressures not requiring a significant budgetary increase, the above-mentioned factors offer significant scope to narrow the gap between the forecast of spending requirements and the indicative budget, subject to clarification of their specific impact with the Lead Members and Directors for Education and Leisure and Community and Social Services, in particular.








6.7. This is a much better position than has normally been the case at this stage in the budgetary process in recent years and perhaps a testimony to the careful budgetary planning that has been adopted.  This approach needs to continue to identify and implement the efficiencies necessary to balance the budget.

7. BUDGET TIMETABLE

7.1. The timetable which now needs to be followed to be able to set the revenue budget and Council Tax levy for 2002/03 is as follows :-

Tues, 11th – Mon, 17th December     Individual meetings with Lead Members and Directors concerning outstanding efficiency and other budget issues 

Wed, 19th December
                   Council 
- circulate responses to initial consultation response and determine Council Tax base for 2002/03

Tues, 8th January                              Cabinet – agree proposals for public consultation

Wed, 16th January                            Council – to publish public consultation document

W/c Mon, 21st January                     Budget consultation week

Tues, 5th February                      Cabinet Briefing – to determine views on Revenue Budget and Council Tax

Tues, 12th February                         Cabinet – to recommend Revenue Budget and Council Tax to Council

Wed, 20th February                      Council – to determine Revenue Budget and Council Tax

8. PUBLIC CONSULTATION

8.1. Appendix G attached contains a summary of the responses from the first stage of consultation with the public and business ratepayers and members are requested to consider the issues raised in formulating the revenue budget.

9. RECOMMENDATIONS
9.1. Members are requested to note the current information which has been announced in the provisional RSG settlement and the timetable outlined above to be followed to consult on and determine the budget proposals for 2002/03, and to consider the issues raised from the first stage of public consultation. 


COUNCILLOR D ANTROBUS

Lead Member for Corporate Services

