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1
PURPOSE

1.1 To recommend our responses to the Consultation Paper on Formula Grant Distribution agreed by the Budget Working Group (BWG).

2 BACKGROUND

2.1 In July the Government issued a consultation paper setting out proposed changes to the grant distribution system.  This is available on the Department of Communities and Local Government website for members who are interested in the full version.

2.2 It likely any changes agreed will last for the next 3 years following on from the Government’s intention to provide stability in the grant system.

2.3 To help us respond they have prepared a standard response form (Annex 1) for us to complete.

2.4 They also provide exemplifications of most of the options for change on their website.  

2.5 The Budget Working Group, at its meeting on 17 September 2007, considered the various options and resultant exemplifications and have recommended the Council’s response to the paper.

3 RECOMMENDED RESPONSE BY BWG

3.1 The BWG have examined the various options put forward, in particular those elements of the formula grant which affect Ribble Valley Borough Council.

3.2 In summary the elements which we are concerned with are;

i. Environmental Protective and Cultural Services

This element is the main one for Shire District Services.  The proposal is to revise the district level formula in respect of Concessionary Fares

Of the 3 options put forward the BWG recommend:

Option 1
£189,000 extra


This is based on the numbers of day visitors to each authority.

This change is to pay for the impact of the changes to Concessionary fares from 2008/09 i.e. The National Scheme.

ii. Capital Finance

This concerns the calculation of shares of SCE(R)’s allocated to levying bodies.

No exemplifications have been provided but we don’t think it will impact on Ribble Valley Borough Council’s Formula Grant.

iii. Area Cost Adjustment

This element is in the Formula Grant to reflect the varying costs of service delivery around the Country especially pay.  The options change the weightings for various factors and also the additional cost factors for different parts of London and the South of England.

Of the 4 options put forward the BWG recommend 

Option 2
+£19,000

In addition either of the following two options are also preferred;

Option 3
+£5,000

Option 4
+£5,000

iv.
Taking account of relative needs and resources 
Very simply the Formula Grant is distributed after taking account both needs and resources using a four-block model.  How much weight given to needs or resources is a matter of judgement.

Our view would be to leave this element unchanged.

v.
Tapering Grant Floors down

Grant floors have been provided since 2002/03 to protect local authorities whose grant falls year on year.  The floor is paid for by taking grant off other local authorities who are above the floor.


The Government is considering reducing the levels of grant floors over the 3 year settlement.


Based on current allocations the impact for us would be:


Grant floor 2%
+£20,000


Grant floor 1%
+£41,000


Grant floor 0%
+£55,000


We would support this change.

vi. Other Changes

The other potential changes relate to 

· 100% quarterly scans of Benefits Data 

We have looked at the various exemplifications put forward and recommend using quarterly data on income support and claimants of pension credit (DATA2)

· Attractiveness of Area to Day Visitors

We do not recommend either option put forward for changes regarding Day Visitors (DATA3 & DATA4) as the exemplifications show they would not be advantageous to Ribble Valley.

· Student Exemptions and the Council Tax

We would prefer option DATA6 which uses an average of student exemption numbers from 31 May and mid September 2007 to adjust the starting point of taxbase projections.

4
CONCLUSION

The two main proposals that affect us are:

i. Concessionary Travel

ii. Tapering Grant Floors

Based upon these and the other changes we may receive as much as an extra £250,000 per annum.

5 RECOMMENDED THAT COMMITTEE

5.1 Approved the Budget Working Group’s response to the Consultation Paper as set out above and also per the reply template at Annex 1.
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