NORTHUMBRIA POLICE AUTHORITY

18th DECEMBER 2002

PROVISIONAL LOCAL GOVERNMENT FINANCE SETTLEMENT 2003/04

Report of The Clerk, Treasurer And Chief Constable

1. Purpose of the Report

1.1. To advise the Police Authority of the implications of the provisional Local Government Finance settlement for the financial year 2003/04.

2. Provisional Settlement for Local Authorities

2.1. The First Secretary of State announced details of the overall provisional local Government Finance settlement for the financial year 2003/04, on the 5th December 2002.

2.2. The Government has determined that the Total Assumed Spending (formerly Total Standard Spending) of Local Authorities should be £69.269 billion In 2003/04, an increase of 7.1% on the current year.  This represents the government’s view of the level of local authority revenue expenditure it is willing to support through grants.

2.3. Aggregate External Finance (AEF) has been increased by 8% on 2002/03.  This figure includes a 16.5% increase in specific and special grants and a 5.9% increase in formula grant (Revenue Support Grant and National Non-Domestic Rates).

2.4. Formula Spending Shares (formerly SSA’s) have been introduced and have increased by 5.5% on 2002/03.

3. Policing in England

3.1. The Government has determined that the total provision for policing in England is £9,243 million.  This is a cash rise of £543 million or 6.2% over the provision for 2002/03.  However, £155m of this increase will be held centrally for national initiatives and priorities such as Crime Fighting Fund, Airwave, Rural Police Fund and £93m for the National Crime Squad and National Criminal Intelligence Service.

3.2. £50m will be available for Basic Command Units.  There will be funding available next year to fund a further 600 officers nationally, however this funding will only cover 75% of the cost.  There is a special grant to fund the cost of special priority payments agreed by the Police Negotiating Board.

3.3. Total police Formula Spending Share (FSS) has increased by £575m with the rise in police specific and special grants, including the main police grant rising by 11.6%. 

3.4. In 2002/03 ‘Ceilings and Floors’ have been introduced into the Police Settlement.  The floor level has been set at 3% with a ceiling of 4.9%.  As a result of the changes to the formula described in section 5 all Metropolitan Police Authorities have received settlements of 4.9% at the ceiling. 

4. Northumbria Police Authority Provisional Settlement 2003/04  

4.1. For Northumbria, the provisional settlement for 2003/04 is £214.292m, this is an increase of £10.067 or 4.9% on the adjusted figure of £204.225m for 2002/03.  If the ceiling had not been limited to 4.9% then the Authority would have gained an additional £6.6m in grant.  How this funding is comprised is shown in Table 1 below:

Table 1


02/03 (Adjusted)
03/04
Change


£m
£m


Revenue Support Grant (RSG)/ National Non-Domestic Rates (NNDR)
 91.037
  90.805
-£0.232m (0.3%)

Home Office Grant
113.188
123.487
 +£10.299m  (9%)

Total
204.225
214.292
+£10.067 (4.9%)

4.2. In addition, the Authority will also benefit in 2003/04 from specific grants as shown in Table 2 below: 
Table 2

 
02/03
03/04
Change


 £m
£m


Crime Fighting Fund
5.716
6.91
+£1.194m (21%)

Airwave
0.64
0.64
No change

Rural Grant
0
0
No change

Total
6.356
7.55
+£1.194m (21%)

4.3. The additional Crime Fighting Fund money is to cover the Authority’s full year cost of Crime Fighting Fund Officers recruited in 2002/03.

4.4. Table 2 above shows an increase in resources, however, this increase is continuation funding for a service that is already committed.

4.5. Total resources for 2003/04 are £221.842m, an increase of £11.261m (5.34%) on last year.  This excludes any funding from other specific grants.

4.6. Although the 4.9% increase in grant funding is welcome, the police pay award, national insurance contribution increases, assimilation of police pay scales and the introduction of threshold payments means there is little scope for meeting other budget pressures. 
5. Formula Changes/New Developments

5.1. This year the Government has made a number of changes to the Police Funding Formula which broadly benefit Metropolitan Police Authorities.

5.2. The Government’s recent consultation paper on formula grant distribution contained 5 options for replacing the Police Standard Spending Assessment (SSA).  The new formula implements option POL2, the changes to the old formula are detailed below:

· Activity analysis data has been updated to make the formula more responsive to current policing needs.  Up to this year, the pattern of resources across policing functions had been calculated using data collected in 1995. 

· The establishment component within the formula has been reduced from 10% to zero.  This change finally removes the old damping mechanism that cushioned police authorities from the full impact of change when the existing SSA formula was introduced in 1995.  The component had been reduced from 50% to 10% before the moratorium on formula change was introduced in 1999.  

5.3.  In addition to the formula changes above, the Home Secretary has announced that the Rural Policing Fund will remain unchanged as a separate fund of £30m.  As in previous year’s Northumbria have not been awarded a Rural Grant despite the sparsity problems associated with large parts of Northumberland.

5.4. The consultation period for these changes and any representation against any individual allocation of resources ends 14th January 2003.  

5.5. The final settlement is due late January 2003.

6. Police Capital Allocations

6.1. The Home Office has not yet advised the Police Authority of its individual capital allocation for 2003/04, it has however confirmed that there will be approximately £180m nationally. 
7. Financial Implications

7.1. The Treasurer confirms that there are no financial implications arising directly from this report although the details of the final settlement will be reflected in the Authority’s revenue budget to be considered by a special meeting in February 2003.  
8. Human Rights Implications

8.1. Nil at present.

9. Equal Opportunities Implications

9.1. Nil at present.

10. Recommendation

10.1. The Authority is requested to:-

a) note the contents of this report

b) authorise the Treasurer to prepare a response to the proposals in the consultation paper due by the deadline of 14th January 2003. 
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