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Directorate for Business Support
County Hall, New Road,

Oxford, OX1 1ND

Ms C Dadd

LGF2A Division

Zone 5/J1

Eland House

Bressenden Place

London

SW1E  5DU

Fax 020 7944 4209 or 4259



Tel: 01865 792422

Fax: 01865 810195

www.oxfordshire.gov.uk
Chris Gray CPFA

Director for Business Support & County Treasurer

Accountancy
Jenny Hydari CPFA

Assistant County Treasurer



My ref:  
  
Direct line: 01865 815352

Please ask for:[image: image3.png]  David Illingworth

e-mail:  david.illingworth@oxfordshire.gov.uk

Dear Ms Dadd,

LOCAL AUTHORITY FINANCE (ENGLAND)

REVENUE SUPPORT GRANT FOR 2003/04 AND RELATED MATTERS
Thank you for the opportunity to comment, given by the letter from Mr Davies dated 5 December 2002.  The proposed 2003/04 Settlement is extremely complicated and it has been difficult for us to understand the implications of the proposals.  Some changes interrelate, making it very difficult to understand what is causing the change in our grant.  Late release of the information about the ‘2002/03 comparitor’ and the ‘Analysis of change’ has particularly caused problems in terms of providing speedy responses both internally and to media interest.

We hear rumours that the Final Settlement will not be announced until early February and are very concerned about this.  This would leave us very little time to set our budget and we would have to change our planned council meeting date.

Overall, the proposed Settlement is a little better for Oxfordshire than we had feared.  Earlier this year there were consultations about changes in the SSA (now FSS) distribution and the average implications were that we would be in the grant ‘floor’ and might even face similarly restricted grant settlements in future years.  In practice we have avoided both the ‘floor’ and the ‘ceiling’.  One consequence is that we have lost £0.288m in grant to pay for the ‘floors’ of other authorities.

Our grant increase (from 2002/03 adjusted to 2003/04 Consultation) is £17.685m or 6.1%.  This increase is explained as follows:

Total formula grant*
    £m
%





2002/03 Adjusted
291.955






Effects of Spending Review control totals
+16.502
+5.7%

Effects of Resource Equalisation
-15.390
-5.3%

Effects of new Data
-4.778
-1.6%

Effects of Methodology Changes
+21.639
+7.4%

Cost of the ‘Floors’
-0.288
-0.1%





Total of changes
+17.684
+6.1%





2003/04 Consultation
309.639


* Total formula grant includes business rates and revenue support grant

It is clear from the table
 that, while we have done relatively well as a result of the Spending Review (as might be expected) and Methodology changes, we have lost out significantly as a result of Resource equalisation and Data changes.

We are concerned about the scale of the £15.390m loss arising from the Resource Equalisation process.  We consider that, as over £4Bn of additional ‘resources’ were added to the FSS system by resource equalisation the distribution of this extra resource should have been considered as a separate issue.  Most of the extra resources should have been added to the basic amounts of FSS (the amounts of FSS per pupil, per child etc that all authorities receive).  Variation in needs should have been satisfied by the distribution before resource equalisation.

Although we have the results shown above, we do not know the effects of the individual changes in FSS distribution.  From the consultation paper we know that various changes have been made and, based on this summer’s consultation paper, we considered that their effects were:

Methodology change
Changes

In FSS or Grant

£m
Has a variant of

this option been 

Implemented?





From the summer consultation:



ACA2  Area cost adjustment
+2.6
Yes

FC1    Fixed costs
-0.1


EDU3  Education
-8.1
Yes

SSC3  Children’s Social services
+0.6
Yes

SSE2  Elderly Social services
0.0
Yes

SSO1  Young adults Soc. Services
0.7


FIR2    Fire
-1.1
Yes

HM1    Highway maintenance
0.7
Yes

EPC3  EPCS services
-2.0
Yes





Total of above changes in FSS
-9.9






From the December consultation:



Change in FSS due to 

Methodology from

Analysis of Change
+8.914






Resulting change in grant, 

from earlier Analysis of Change
+21.639


Thus, based on the summer consultation figures, we might have expected to lose £9.9m from this set of changes.  However, in most cases, variants on the summer options were chosen and we do not know the effects.  According to the December consultations, overall, we seem to have gained £8.914 of FSS from methodology changes and this has produced a £21.639m increase in grant.

It seems likely that we have gained considerably from the Area cost adjustment methodology change but, at this stage, we do not know.  This would affect most services, perhaps disguising the effects of other changes.  The possible large loss in Education may have been more or less than the figure shown above and its impact has apparently been delayed by the Education safety netting arrangements.  In other cases, where variants of options have been implemented, we do not know the effects.

It is difficult to make any sensible responses in this environment.

We have pressures of £36.7m that we must offset against our £17.7m grant increase.

Pressure
Cost £m







Post Settlement pressures on Education – Specific grants

that will no longer be paid, extra spending to match new

grants, unfunded teachers’ pension costs and changes to the

Nursery Education grant regime
4.1

Inflation (includes some above average increases)
20.5

Pressures due to increasing population in Oxfordshire
2.1

Financing the capital programme
3.3

Other externally imposed pressures on other services, notably

implementing E-government, loss of income through ‘Fairer

charging’, Landfill tax and other environmental pressures and

pay awards
6.7




Total pressures
36.7

We still have not had details of all the specific grants.

Faced with these pressures and the many other demands to improve our services we consider that the result will be a council tax rise well into double digits for 2003-04.

Yours sincerely

Keith R Mitchell

Leader of the Council

__





__
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� The analysis of change information on which this key table is based was first released on Friday 13 December, over a week after the Consultation.  By Tuesday 17 December, the information had been revised, although there seemed to be no announcement about this and we were not advised that there had been a change.  The table (and analysis) included in this draft of this letter is therefore subject to further consideration and may change again.
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