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ANNEX 6

COUNCIL TAX AND PRECEPTS


Council Tax Data

1. In order to set its Council Tax, the County Council needs the following information:

(a) the County Council’s budget requirement for 2006/07. This is the County Council’s net expenditure to be financed by the Council Tax, NNDR (Business Rates) and Revenue Support Grant (RSG). This is determined by the Council when it formally sets the budget;

(b) the amount to be received from Business Rates and Revenue Support Grant. This is determined by Government within the Local Government Finance Settlement. We received provisional figures on 5 December 2005. We should receive the final figures in early February 2006.

(c) any surpluses/shortfalls on the Council Tax collection funds for earlier years and the estimated position for the current year. Each District Council must make this calculation and notify the County Council of its share before 22 January 2006. The County Council must take these adjustments into account in setting its precept and the Council Tax figures for 2006/07. These adjustments only affect the Council Tax, not the County Council’s budget requirement;

(d) the Council Tax base, expressed in terms of Band D equivalent properties. Each District Council must formally notify the County Council of the tax base for its area before 22 January 2006. For 2006/07 the tax base is determined by adjusting the tax base for RSG purposes for any increase arising from reductions in the discounts for second homes and then applying a factor for estimated losses on collection.

2. Based on the latest information available and assuming a draft budget of £329.938m as shown in the MTFP (Annex 5) the calculation of the Band D Council Tax for 2006/07 is as follows:

Council Tax Calculation 2006/07
£000

County Council Budget Requirement
329,938

Less : Revenue Support Grant
-14,749

           National Non-Domestic Rates
-76,824

Less Collection Fund Adjustments (Estimate)
-2,140

Council Tax Income Required
236,225
(P)

RSG Tax Base (Band D Equivalent Properties)
239,806

Council Tax Base (Assuming losses on collection)
234,177
(B)

Band D Council Tax
£1,008.75
(P/B)

Each £1 million variation in budget will change the Band D Council Tax by about £4.27 or 0.42%.

The calculation of the Council Tax for the other bands is shown below in Table 1. Table 2 analyses the tax base over each District Council area and allocates the estimated County Council precept to each area relative to their tax base. Both tables are provisional at this stage.

Table 1

Council Tax by Property Band for Oxfordshire County Council

Assuming a Band D Council Tax of £1008.75 for the draft budget, the Council Tax for other bands is as follows:

	Property

Band
	Property

Values
	Band D

Proportion
	2006/07

£ p

	A
	Up to £40,000
	6/9
	672.50

	B
	Over £40,000 and up to £52,000
	7/9
	784.58

	C
	Over £52,000 and up to £68,000
	8/9
	896.67

	D
	Over £68,000 and up to £88,000
	9/9
	1,008.75

	E
	Over £88,000 and up to £120,000
	11/9
	1,232.92

	F
	Over £120,000 and up to £160,000
	13/9
	1,457.08

	G
	Over £160,000 and up to £320,000
	15/9
	1,681.25

	H
	Over £320,000
	18/9
	2,017.50



N.B. The appropriate District/Parish and Police Council Tax and the effect of agreed expenditure proposals will need to be added to give the total Council Tax charge.

Table 2

Allocation of Precept to Districts


The County Council precept (£236.225m) is the sum of the Council Tax income required to fund the Council’s draft budget.

	District Council
	RSG

Tax Base
	Council Tax Base
	Assumed Precept Due

	
	
	Collection

Rate Adjusted for Losses on Collection/Discount Reductions %
	Number
	£000

	Cherwell
	49,676
	97.65
	48,510
	48,934

	Oxford City
	46,502
	97.65
	45,411
	45,808

	South Oxfordshire
	55,607
	97.65
	54,302
	54,777

	Vale of White Horse
	47,787
	97.65
	46,665
	47,073

	West Oxfordshire
	40,234
	97.65
	39,290
	39,633

	TOTAL
	239,806
	97.65
	234,177
	236,225



These figures are provisional and for information at this stage. We are awaiting notification of Council Tax Base figures from the Districts. Any change to the Council Tax bases will affect the Council Tax for the County Council and the precepts due from the Districts. Tables 1 and 2 will be redrawn and presented to Council in February for formal approval. Formal approval is required under the Council Tax legislation for:

· The County Council’s precept, allocated to District Councils pro rata to their share of the Council Tax base for the County Council;

· The Council Tax figures for the County Council for a Band D equivalent property and a calculation of the equivalent Council Tax figure for all other Bands.

The information must be given to District Councils by 1 March 2006.


Capping Powers

3. The Secretary of State has wide powers to take action against those authorities he considers have set excessive budgets.  They allow the Secretary of State to look back over two or more years when deciding if increases are excessive – but not back beyond 1998/99 – and to determine categories of authority.

4. Under the powers, the Secretary of State must first decide if the budget requirement is excessive.  He will need to determine a set of principles to decide this, which must include a comparison with the budget requirement for the previous year.

5. If the Secretary of State decides that the budget requirement is excessive, he has four options:

· He may designate an authority in year (i.e. set a maximum amount for the budget requirement for the year in question).

· He may designate the authority for the following year.

· He may set a notional budget requirement which is substituted for the actual budget requirement (i.e. a specific amount as opposed to maximum budget requirement)

· He may designate an authority over a number of years starting in year or the following year (i.e. allowing a phased reduction in the budget over several years).

Government’s position for 2006/07

6. The threat of capping for 2006/07 has been made very clear.  In his statement on the provisional local government finance settlement Phil Woolas said ‘there is following my announcement no excuse for excessive increases in council tax in 2006/07 and 2007/08.  We expect the average council tax increase in England in both 2006/07 and 2007/08 to be less than 5%.  Local government should be under no illusions that we will use our capping powers to deal with excessive increases, as we have done over the last two years.  Authorities should not use previous capping principles as a guide for 2006/07 or 2007/08.
7. The ODPM have issued two sets of documents that relate to capping:

1. Alternative Notional Amounts (ANA)




The ANA letter notes that 'Introduction of dedicated schools grant which will take around £25 billion from education authorities' Budget Requirements'.  This confirms that the Budget requirement will exclude DSG.

The letter goes on to present a draft adjusted 2005/06 budget requirement which will be used to calculate whether our spending increase in 2006/07 is excessive.  Our adjusted budget requirement is calculated as follows:

2005/06 Budget requirement

 £584,022,000

Less Schools budget


-£267,683,070


Less Fire pensions


      -£798,122


Total




 £315,540,808

Proposed ANA (round up £1k)

 £315,541,000


2. Alteration of requisite calculations (ARC)
This changes the definition of the budget requirement to exclude 'relevant special grants' when calculating our budget requirement.  These grants include 'Principal formula Police grant' and 'SSA reduction grant'.  We do not receive any of these grants.  Thus the letter has no effect on our budget calculations for 2006/07.

8. Implications for Capping









In 2005/06 an 'excessive' budget increase was defined as an increase of more than 6% and an 'excessive' increase in council tax was defined as an increase of more than 5.5%.  If both budget and council tax was excessive, the authority was capped.  By applying the same rules in 2006/07 the following summary results are given:

	Capping limits
	Budget
	Increase
	Council tax
	Increase

	
	requirement
	
	Band D
	

	
	£m
	%
	£
	%

	
	
	
	
	

	A. 2005/06 Base (adjusted)
	315.541
	
	966.46
	

	B. 2006/07 Draft Budget
	329.938
	4.375%
	1008.75
	4.4%

	C. 5% increase in Council tax
	330.463
	4.7%
	1014.78
	5.0%

	D. 5.5% increase in Council tax
	331.594
	5.1%
	1019.61
	5.5%

	E. 6% increase in Draft Budget (Capped)
	334.473
	6.0%
	1031.91
	6.8%

	
	
	
	
	

	Extra to be capped
	5.425
	1.7%
	23.17
	2.4%


Thus the Draft Budget (Option B) is below both of the possible capping criteria.

Option C shows a 5% increase in council tax (the Minister expects to see council tax increases in each of the next two years of less than 5%).  This is also below both of the 2005/06 capping criteria.

Option D with a 5.5% council tax increase meets the possible tax increase capping criteria, but there is only a 5.1% increase in budget, so capping using 2005/06 rules would not be applied.

Option E has a 6% increase in draft budget and a council tax increase of over 5.5% so would meet both 2005/06 capping criteria and presumably run a serious risk of capping.  Spending would be £5.425m more than the draft budget and would add another £23 to council tax.

9. Conclusions

It is up to individual authorities to determine whether the budget they set is excessive and likely to be capped.  In light of the information from the Government it appears that the Council’s proposed draft budget is below the possible capping criteria for 2006/07. 
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