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SERVICE AND RESOURCE PLANNING 2008/09 – 2012/13

Report by Assistant Chief Executive & Head of Finance

Introduction

1. The provisional local government finance settlement was announced on 6 December 2007.  This is the first three-year settlement for local government covering 2008/09, 2009/10 and 2010/11. 

2. The provisional settlement provided allocations of formula grant for the three years and details of more specific grants, including the Area Based Grant. The announcement started a consultation period on the proposed settlement ending on 8 January 2008.

3. The following annexes are attached:

Annex 1: Formula Grant Adjustments for 2008/09

Annex 2: Area Based Grant and Specific Grants schedule – 2008/09 to 2010/11

Formula Grant

4. The formula grant figures announced for Oxfordshire allow for increases of 2% in 2008/09, 1.75% in 2009/10 and 1.5% in 2010/11. These are the minimum increases agreed by ministers for authorities on the ‘grant floor’. This compares to an increase in formula grant of 1% set out in the current Medium Term Financial Plan (MTFP).

5. Whilst higher than the assumptions in the current MTFP, the minimum grant increases are, in each year, below the rate of inflation predicted by the Government. The predicted inflation rate is 2.75% across the three years. The minimum increase in grant is therefore 0.75% lower than predicted inflation in 2008/09, 1.00% lower in 2009/10 and 1.25% lower in 2010/11.

6. Adjustments have been made in the calculations for the 2008/09 formula grant figure to allow for transfers of specific grant into formula grant and for new duties. The adjustments are set out in Annex 1. The Service and Resource Planning report in November 2007 identified that there was a risk that the amount added to the formula grant for specific grants in 2008/09 could be less than the 2007/08 figures. The amounts transferring are as expected and it is recommended therefore that the element of formula grant for 2008/09, which relates to the transfer of specific grants and new functions (as set out in Annex 1), is allocated for those purposes.
7. The table below sets out the provisional formula grant figures up to 2010/11:

	Year
	Previous year
	Adjustment
	Adjusted grant
	Minimum increase
	Minimum increase
	Grant for the year

	
	£m
	£m
	£m
	%
	£m
	£m

	2007/08 
	91.433
	-1.598
	89.835
	2.7%
	2.426
	92.261

	2008/09
	92.261
	8.645
	100.906
	2.0%
	2.018
	102.924

	2009/10
	102.924
	-0.185
	102.739
	1.75%
	1.798
	104.537

	2010/11
	104.537
	-0.070
	104.467
	1.5%
	1.567
	106.034


8. The additional grant compared to the forecast in the MTFP can be broken down into an amount for function changes and transfers and additional formula grant, as set out in the table below:

	Year
	Function changes and transfers
	Additional Formula grant
	Total 

Additional 

grant
	
	Year on year additional formula grant

	
	£m
	£m
	£m
	
	£m

	2008/09
	8.818
	0.923
	9.741
	
	0.923

	2009/10
	8.784
	1.638
	10.422
	
	0.715

	2010/11
	8.845
	2.133
	10.977
	
	0.495


9. In 2008/09, £0.923m of additional formula grant will be received and will increase the sum available to allocate to Council priorities.  The year on year increases of a further £0.715m in 2009/10 and £0.495m in 2010/11 will also increase the sum available in those years.

Reducing reliance on Damping Grant

10. In 2006/07 and 2007/08 the Council benefited from damping of the ‘relative needs’ formulae for younger adults. Oxfordshire also benefited from the overall damping of formula grant. Combining the sets of damping, the benefit comprised 18.4% of formula grant in 2006/07, falling to 16.5% in 2007/08. The damping built into the relative needs formulae has been removed from 2008/09. The table below shows that the amount of ‘damping’, which guarantees the minimum increases, is reducing over time. 

	Year
	Total Grant

£m
	Damping Grant 

£m
	Relative Needs Damping £m
	Total Damping 

£m
	Percentage of Grant as Damping

	2006/07
	91.433
	7.669
	9.186
	16.855
	18.4%

	2007/08
	92.261
	6.775
	8.470
	15.245
	16.5%

	2008/09
	102.924
	11.255
	0.000
	11.255
	10.9%

	2009/10
	104.537
	8.713
	0.000
	8.713
	8.3%

	2010/11
	106.034
	6.448
	0.000
	6.448
	6.1%


Area Based Grant and Specific Grants

11. Attached at Annex 2 is a schedule of grants comprising the Area Based Grant (ABG) for 2008/09 to 2010/11. The schedule also sets out the latest information on specific grants for the three years, although there are a number of specific grants still to be confirmed. 

12. The Area Based Grant for 2008/09 is £25.782m which is higher than the estimated £20m set out in the Service and Resource Planning Report to Cabinet in November 2007. Allocations have been announced for a number of grants that Oxfordshire did not receive in 2007/08, hence increasing the allocation.

13. The ABG increases substantially in 2009/10 to £43.774m, reflecting the transfer of the Supporting People grant into ABG. The allocations for Supporting People are, as expected, reducing by 5% a year from £19.284m in 2007/08 to £16.167m in 2010/11.

Taxbase 

14. The MTFP sets out an expected taxbase growth each year of 1.1% in line with housing growth forecasts. The main report sets out that, based on early indications from two District Councils, the taxbase for 2008/09 could be lower than estimated in the MTFP. Indicative information has now been received from a further two District Councils. Taking this into account, it is not expected that the taxbase increase will reach 1.1%. Currently an increase of 0.8% is forecast. Compared to the MTFP this represents a reduction in funding of £0.852m.

15. Each District Council must formally notify the County Council of its taxbase for 2008/09 by 31 January 2008. Until then, the figures are provisional and subject to change.

Pension Fund Valuation

16. The main report refers to the impact of the 2007 valuation on the pension fund as a whole being a projected increase in the employers’ contribution rate of an average of 2.2%. A provisional rate for the County Council as an individual employer has now been received. The increase for the County Council is 1.1%, taking the contribution rate to 19.4% of pensionable pay.  The County Council figure is lower than might have been expected due to a combination of factors, including increased numbers of people in the scheme and the impacts of job evaluation on average salaries.

17. Based on the provisional rate, an increase in rate of 1.1% will cost £1.134m per year from 2008/09. Compared to the £2.1m included in the current MTFP, a saving of £0.966m is therefore expected. This will be added to the sum available to allocate to Council priorities. In addition, the further £0.167m referred to in the main report and included as a pressure in Annex 3 is no longer required.

Medium Term Financial Plan

18. The sum available over the medium term is set out in the main report.  This takes account of changes in the strategic measures budget and increased savings targets. The impact of the settlement, the possible taxbase shortfall and the lower than expected cost of pensions, will further revise the sum available for Council priorities as set out in the table below:

	
	2008/09

£m 
	2009/10

£m
	2010/11

£m
	2011/12

£m
	2012/13

£m

	
	
	
	
	
	

	Sum available to allocate per December Report (on-going)
	6.6
	4.9
	5.2
	9.1
	11.9

	Additional funding from settlement
	0.9
	0.7
	0.5
	
	

	Possible taxbase shortfall
	-0.9
	
	
	
	

	Lower increase in cost of pensions
	1.0
	
	
	
	

	Revised sum available to allocate (on-going)
	7.6
	5.6
	5.7
	9.1
	11.9


Conclusion

19. This supplementary report reflects a number of changes to the main report. It does not provide a final figure in respect of the sum available to allocate for Council priorities but sets out the latest position based on the information available.
RECOMMENDATION

20. The Cabinet is RECOMMENDED to:

(a) note the updated position in respect funding; and
(b) confirm that the element of formula grant for 2008/09, which relates to the transfer of specific grants and new functions (as set out in Annex 1), is allocated for those purposes.

SUE SCANE

Assistant Chief Executive & Chief Finance Officer
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