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Attendees

Welsh Government Ministers
Rebecca Evans MS, Minister for Finance and Local Government — Chair
Philippa Marsden — OFM — Special adviser

Welsh Local Government Association
Clir Andrew Morgan (RCT)
ClIr lan Roberts (Flintshire)
Cllr Rob Stewart (Swansea)
ClIr Paul Griffiths (Monmouth)
Cllr Mark Pritchard (Wrexham)

Welsh Local Government Association officials
Dr Chris Llewelyn — Chief Executive, WLGA
Jon Rae — Director of Resources, WLGA
Nigel Aurelius — Chief Finance Officer, Torfaen
Tom Goodwin — WLGA
Nathan Gardner — WLGA
Lisa Hayward - WLGA

Welsh Government policy officials
Reg Kilpatrick — Director, Local Government
Judith Cole — Deputy Director, Local Government Finance Policy & Sustainability
Emma Watkins — Deputy Director, Budget and Government Business
Clare Blake - Local Government Council Tax Policy & Reform
Ben Crudge — Local Government Non-Domestic Rates Policy & Reform
Matt Wellington — Budget & Government Business
Andrea Melvin — Local Government Finance Policy & Sustainability
Freya Gregory - Local Government Finance Policy & Sustainability — minutes

Other Welsh Government officials observed
APOLOGIES

CliIr LIinos Medi (Ynys Mon)

Cllr Jane Mudd (Newport)

ClIr Anthony Hunt (Torfaen)

ClIr Mark Pritchard (Wrexham)

CliIr Dyfrig Lewis Siencyn (Gwynedd)

David Holloway-Young — Chief Finance Officer, South Wales Police & Crime
Commissioner
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Iltem 1: Welcome and Introductions

1.

The Minister for Finance and Local Government (the minister) opened the
meeting, thanking members for attending and noted apologies. The minister
expected the focus of this meeting to be the implications of the UK Government
budget from last week, discussion around the responses to the phase two
consultation on fairer council tax and an update on the progress made in
reducing the admin burden on Local Authorities (LAS).

Item 2: Minutes and Matters Arising from the Previous Meeting

2.

3.

The minutes from the last meeting were circulated and agreed.

There was one action for WLGA to report back at this meeting with regards to
equal pay risks across Local Authorities. Jon Rae advised WLGA had asked LAs
in October and subsequently to consider this risk. One authority reported that
they were making a financial provision for it, but no other substantive issues had
been raised. The compression of the pay scales, particularly at the lower end of
the grade scale increases the risk. The minister encouraged the WLGA officers
and Welsh Government officials to stay in touch regarding this issue.

Item 3: Minister’s update

4.

The Minister confirmed that the budget and local authority final settlement were
published on the 27 February. There were some minor changes from the draft
settlement including an additional 14.4 million consequential funding and the
transfer-in of three grants as part of the grants rationalisation process.

The minister noted the UK Government budget had been disappointing. While
there was an additional £168 million in revenue funding for Wales in 24-25, this
had already been factored into the Welsh Government’s plans for 24-25 -
including the additional £14.4m for the settlement and the restoration of the
Social Care Workforce grant. The Minister explained that there is no clarity on the
UK government’s plans for a spending review to support forward planning on the
Welsh Government’s budget, but assured FSG members that as soon as more
clarity is provided this will be shared.

Cllr Andrew Morgan echoed the minister’'s concern about future budgets. He
noted the difficulties posed by a late spending review as a result of the timing of a
general election. If the consequences of this was the Welsh Government
publishing its draft budget and Local Government Settlement late this would
restrict Local Authorities’ ability to consult on changes to services. He asked
Welsh Government and colleagues to take any opportunity to make the point that
the longer the delay on a spending review, the more significant the implications
for public services.

The minister assured Cllr Morgan that Welsh Treasury colleagues are working
through a number of scenarios for election and budget timeframes.



Finance Sub Group Meeting — 14 March 2024 - Minutes

8. CliIr lan Roberts agreed with Clir Morgan’s concerns about a delayed budget. He
asked for clarification on the application of section 114, in Wales including if
Welsh LAs had the same ability to apply for emergency funding as English LAs.

9. Judith Cole confirmed this legislation applied in Wales as in England. She noted
that the English authorities receiving emergency financial assistance were given
permission to borrow at their own cost at a penalty level of interest, not additional
funding. UK Treasury had confirmed the Welsh Government would have the
same powers, and the parameters around this. Welsh Government officials kept
in close contact with the Society of Welsh Treasurers. There was an intention to
provide a note setting out the arrangements in Wales and encouraging officers to
communicate with Welsh Government officials earlier rather than later. There
had been a preliminary workshop to start to co-produce this.

10.Cllr Andrew Morgan asked whether a briefing on section 114 could be organised
with leaders, the WLGA and Welsh Government officials in the next couple of
months. The minister agreed to a briefing from officials, followed by a political
discussion amongst leaders and Welsh Government.

Action — Welsh Government to organise a briefing on section 114 for leaders.

Item 4: Reducing admin burden on local authorities - Update.

11.The Minister gave an update on reducing the administration burden on LAs.
There had been progress in the 24-25 budget with three grants moving into the
RSG, with more planned for 25-26. She confirmed work on capital grants,
regional grants and on consistency will be taken forward over the coming year.
The minister asked leaders to ensure their officers understood the impetus of this
work came from local government.

12.ClIr Paul Griffiths supported this work but believed that the larger inefficiencies in
the system are the bidding and allocation processes of capital grants, and this is
where change was needed. CliIr Griffiths thought the systematic distribution of
revenue grants on the RSG formula caused difficulties for LAs with a high tax
base and called for a bespoke funding distribution.

13.Judith Cole confirmed that when grants are transferred into the RSG they are
transferred in on their existing distribution and then they are phased depending
on decisions made by DSG and FSG as to how they should be distributed. While
many grants, for example the social service workforce grant, do use the relevant
components of the overall distribution formula. She suggested a note for a future
FSG meeting to show the range of approaches in use for grant distributions.
Judith confirmed that it is more difficult to maintain a range of formula within the
settlement while maintaining the principles of transparency and responsiveness.

14.The Minister confirmed the new cabinet would consider this work in the future. It
would be important to continue to ensure Ministers carefully considered the need
for new grants and their distribution, and to consider the RSG in the first instance.
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Action — Welsh Government colleagues to create a note on the range of
formula used for grants and within the settlement.

Item 5: Fairer Council Tax Phase 2 Consultation

15. The Minister introduced this item, also informing FSG of the launch on the day
(14" March 2024) of a technical consultation on proposed changes to the Council
Tax Reduction Scheme (CTRS), which proposes a humber of changes to the
scheme to make it easier to access and simpler to administer. This consultation
is open until 61" June 2024. The Minister thanked leaders for responses to the
phase two consultation on fairer council tax which were received from every local
authority and the WLGA

16.Clare Blake presented a summary of the results from the consultation, which was
launched in November 2023 and closed in February 2024, following the phase
one consultation in the summer of 2022. Three approaches to council tax reform
were presented in the consultation. Minimal reform, which would be a
straightforward revaluation of all the properties in Wales, keep the current 9
bands and keep the same tax rates as are currently charged at each band.
Modest reform, which also revalues the properties, keeping the same nine bands
but updating these with more progressive tax rates charged (increasing the tax
rates for higher value homes and reducing the tax rates for lower value homes).
The third approach set out was expanded reform, which would be 12 new bands
with the revaluation of properties and the progressive tax rates to be charged.

17.The consultation also sought views on three timescales to deliver reforms, with
the earliest being April 2025, defer reform until the next Senedd term, or take a
staged approach starting in 2025 with minimal reform and moving to further
reform at a later stage. Alongside this consultation there is a bill going through
the Senedd to make provision for 5 yearly revaluations that provide future
opportunities to design the system. The results of the consultation will be
published by 30™" April.

18.Cllr Andrew Morgan confirmed he supported council tax reform. He favoured
Minimal reform over the other approaches, given current council tax rises due to
the economic position. Clir Andrew Morgan noted that RCT’s response to the
consultation raised concerns on the future reliance on the RSG.

19.The Minister noted the points raised which will be considered when considering
next steps, a decision for the new First Minister in partnership with Plaid Cymru.

Item 6: WLGA: 2024-25 budget setting and prospects for the medium term.

20.ClIr Andrew Morgan acknowledged there had been good engagement between
local and Welsh Government on pressures during the budget period. The
balance of funding had shifted over the last decade so that locally raised income
was a larger share of overall expenditure. He stressed that the level of council
tax increases in 2024-2025, which ranged from 5%-12.5% and averaged around


https://www.gov.wales/fairer-council-tax-phase-2
https://www.gov.wales/fairer-council-tax
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8.1%, put a significant increased cost on local taxpayers. He did not consider that
such a level of increase could be realistically contemplated for 2025-2026. Pay
negotiations with trade unions were underway and could take some time to
conclude. The Trade Unions’ starting point was for an increase of 10%. Social
services were an acknowledged challenge. In addition to the well-recognised
pressures in children’s social services Health Boards and Ministers were pressing
for local authorities to do more in adult social services.

21.The minister noted she had seen the letter from the WLGA setting out immediate
pressures and thanked colleagues for this. The minister asked if LAs make
individual assumptions on planning for pay negotiations.

22.ClIr Morgan confirmed that LAs set their own pay assumptions in their budgets.
Through the treasurers working group there is an opportunity to share thinking.
While some are lower, there is a consensus around 4-5%.

23.ClIr Rob Stewart noted that while the headline rate of inflation has fallen, service
inflation remains at 6%. He called for early lobbying of the current government
and any incoming government for early sight of projections for the Welsh
Government budget that can be shared with LAs to work on budget planning.

The Minister thanked the group for their thoughts.

Item 7: Draft DSG Forward Work Programme

24.Judith Cole presented the proposed work programme for the on behalf of DSG.
This includes annual work to update data (population datasets for example), and
more longer-term work, looking into updating the larger Indicator Based
Assessments (IBAs). Judith noted that the priorities and timescales set out in the
work plan will be revisited depending on the timescale of council tax reform.

25.ClIr Rob Stewart requested identification of components of the formula that are
not up to date as the WLGA would like to see the formula represent the most
current data and therefore reflect the current position of Wales.

26.ClIr lan Roberts raised section 7 of the work programme and noted that FSM
counts have caused considerable issues and could have been the cause of the
late drop in resources, which is also now having an implication on PDG. Clir
Roberts requested that DSG look to ensure a level playing field across all LAs.

27.ClIr Andrew Morgan supported the point made by Cllr Roberts on FSM, as this
has been raised as a concern. Clir Morgan also agreed with the point made by
Clir Stewart and called for the most up to date data to be used in all areas of the
settlement, and maintaining full transparency of the impact this would have and in
the instance of large amounts of churn this could be phased.

28.Judith confirmed that the settlement team is working steadily to update all data
and the sparsity dispersion data which is the oldest in the system is beginning to
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be updated but this will take considerable work. Judith confirmed that the paper
brought to FSG previously with every data indicator and its source can be
updated and shared with FSG.

29.Judith confirmed that last year, DSG took three papers on FSM and the
proposals for how to treat it within the settlement. The final decision was to take
an average of three years to even out fluctuations. Discussions with colleagues
who look after PDG would continue to understand if different approaches to FSM
in the settlement and grant is reasonable.

30. ClIr Paul Griffiths confirmed that he agrees with the work programme and the
move towards using the most up to date data. Clir Griffiths also requested that
FSG collectively moves to publicise and explain this work programme.

31.The minister suggested a written statement on the work programme, highlighting
these points and the commitment to using the most up to date and accurate data.

32.CllIr Stewart asked Judith if the settlement team could provide FSG with a shadow
distribution outcome using the most up to date figures? Judith said each updated
dataset needs to be assessed individually by DSG to ensure it is appropriate and
the formula does not need to be rebased to accommodate the new data. As
each of these areas are visited by DSG, the exemplifications can be shared with
FSG which would show the impact of each individual dataset.

33.The Minister confirmed that the work programme has been formally agreed, and
requested the paper described by Judith on the datasets used and their age to be
tabled at a future FSG meeting.

Action — update paper on dates and sources of data for future FSG

Action — minister to publish work programme alongside written statement.

Item 8: Any other business

34.No other business.



