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Finance Sub Group of the Partnership Council for Wales - Minutes
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Mark Drakeford AS/MS, Cabinet Secretary for Finance and Welsh Language

Welsh Local Government Association
Cllr Andrew Morgan (RCT)
Cllir Rob Stewart (Swansea)
ClIr Paul Griffiths (Monmouth)
Cllr Mark Pritchard (Wrexham)
Clir Anthony Hunt (Torfaen)
Clir Darren Price (Carmarthenshire)
ClIr Lis Burnett (Vale of Glamorgan)
ClIr Charlie McCoubrey (Conwy)
Cllr Dimitri Batrouni (Newport)

PCC Official
David Holloway-Young — CFO, South Wales Police & Crime Commissioner

Welsh Local Government Association/ Local Government officers
Dr Chris Llewelyn — Chief Executive, WLGA
Jon Rae — Director of Resources, WLGA
Nigel Aurelius — Torfaen (Chief Finance Officer) Secretary SWT
Nathan Gardner — Finance Manager
Lisa Haywood - Finance Policy Officer (Revenues and Benefits)
Naomi Alleyne — WLGA

Welsh Government officials
Andrew Wagstaff — Private Secretary
Nia Webb — Private Secretary
Reg Kilpatrick — Director, Local Government and Planning
Judith Cole — Deputy Director, Local Government Finance Policy & Sustainability
Emma Smith — Local Government Finance Policy & Sustainability
James Koe — Local Government Finance Policy & Sustainability
Emma Watkins — Budget and Government Business
Elin Rowlands — Budget and Government Business
Clare Blake — Deputy Director, Council Tax Policy & Reform
Ben Crudge — Deputy Director, Non-Domestic Rates Policy & Reform
Oliver Griffiths — Local Government Finance (Observer and Note-taker)
Apologies
Clir Dyfrig Siencyn (Gwynedd)
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Iltem 1: Welcome and Introductions

1.

The Cabinet Secretary for Housing, Local Government and Planning (CS)
thanked members for attending and welcomed Darren Price, attending instead of
Clir Dyfrig Siencyn, and new members Lis Burnett and Charlie McCoubrey.
Thanks were recorded to Councillors Llinos Medi, lan Roberts and Jane Mudd for
previous service on the group. The CS apologised that the September meeting
had been cancelled due to the swearing in of new Welsh Ministers. The main
focus of this meeting would be the budget and its economic context.

Item 2: 2025-26 Budget

2.

The Cabinet Secretary for Finance and Welsh Language (CSFWL) confirmed the
current challenging budget outlook but hoped for some improvement in the UK
budget on 30 October. This would be one-year budget with a further two years of
revenue and three years of capital set out in the spring spending review. This
would not be in time for the final Welsh Government budget in March. The
CSFWL confirmed the draft budget would be published on 10 December,
followed by the final budget on 25 February 2025. The focus of the budget would
reflect the shared commitment to front line services.

Clir Anthony Hunt provided an update on the pressures faced by local authorities
- total £559m for 2025-26. He noted specific pressures in schools, children’s and
adult social care (including the impact of delayed transfer of care). He
highlighted the rising number of schools in a negative budget position and
declining school reserves. He drew out the impact of service reductions on
service users and local government staff. Many areas of England had decimated
community services and an increasing number of S114 notices had been issued.
The aim in Wales was to continue to work together to prevent a S114 notice
rather than deal with the aftermath.

Clir Andrew Morgan said that schools and social services now took up 70% of the
local government budget. He noted the continued difficulty in recruiting and
maintaining social care staff, and the increasing cost of additional learning needs
provision. Clir Charlie McCoubrey gave specific examples of the ageing
demography profile in his council and the ongoing impact as this continued. Clir
Mark Pritchard noted the importance of working together to share staff and
provision of services, where practical, to manage costs and protect services.

The CSFWL said the draft budget would protect public services as far as
possible, but funding had to be balanced across all areas Welsh Government
funded. It was important to have a collective focus on recognising and preventing
increases in demand as well as increasing service capacity.

Clir Paul Griffiths agreed that both service delivery and demand management
needed to be looked at, as well as closer working between public bodies to
manage areas like hospital discharges and reduce repeat hospital admissions.
ClIr Lis Burnett noted the role of community resilience in reducing demand, and
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the need for more innovation to meet the new pressures. There was a 17-year
gap in healthy life expectancy between areas in her Council. Reducing this
would also reduce the pressure on health services. Welsh and Local Government
needed to address this together. Clir Rob Stuart asked that any capital funding
available in the new budget was provided as flexible as possible.

7. Mark Drakeford CS thanked members for the contributions and supported the
continuing partnership approach. He was keen to find capital investment that
would release revenue costs. While he expected next year to continue to be
difficult, he hoped for more investment in public services in the Spring budget.

Item 3: Revenue Settlement Funding Formula Progress

8. The CSHLG explained that following the 2021 census, a significant amount of
data used in the settlement had been updated. She asked Judith Cole to give
more detail on progress and plans.

9. Judith Cole summarised the paper. She noted that annually updated data
accounted for almost 80% of Standard Spending Assessment (SSA). The Annex
to the paper gave information on the source and the age of the data for the
remaining 20%, together with the relative importance of that data.

10. She described the work that the Distribution Sub Group (DSG) had completed on
reviewing areas of the settlement formula. The first was the recalibration of the
‘Nursery and Primary school teaching and other service’ Indicator Based
Assessment (IBA). DSG had recommended the weighting used in the formula
should be recalibrated using the latest 2021 Census Settlement Threshold below
5,000 sparsity data. This was based on regression analysis which showed this
had the strongest relationship with need to spend and that deprivation factors
were now more closely connected with a need to spend than sparsity in this IBA.
It was agreed a similar approach will be taken for the ‘Secondary school teaching
and other services’ IBA.

11.Judith Cole said the personal social services formula would be the next area to
be reviewed by DSG, and this was a significant piece of work. In the early 2000s
there had been a large data collection followed by additional work on sparsity in
the 2010’s. In the first phase, the team will explore what data sources exist now
or may exist soon to assess what data has the strongest relationship with spend.

12.Judith Cole said that each individual piece of work could create “winners” and
‘losers” in the settlement distribution. As making incremental changes to the
settlement formula could cause a lot of churn year on year, DSG recommended
that all changes are made in the same year and any overall phasing considered.
The council tax changes in 2028-29 would also be expected to affect distribution.

13.ClIr Mark Pritchard asked about the capacity of the Welsh Government team. He
emphasised how outdated some of the data is, and felt the pace of work was not
fast enough. ClIr Paul Griffiths supported the way forward, as he found it difficult
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to defend the settlement funding position of his council compared to others when
some data was 10-20 years old. He felt the timescale for all the work to be
completed needed to be within three years. He noted that FSG did have the
opportunity to update some data following the 2011 census but this was not taken
forward due to the churn it created, in a time of austerity and reducing or flatline
budgets. Clir Darren Price also agreed that the age of some data needs to be
addressed and the changes in the formula and the impact individual shifts on the
distribution needed to be taken together.

14.Judith Cole confirmed that resources are limited, with the technical team
consisting of three people with limited availability for formula review work given
the need to deliver the settlement each year. Going forward additional
concentrated resource is being sought.

15.ClIr Charlie McCoubrey questioned whether the formula is suitable given the
depopulation of rural areas with increasing density in city areas. Cllr Dimitri
Batrouni asked how the weighting is calculated for the indicators. There was a
wider shift in the population distribution (particularly in rural areas). Therefore, a
wider discussion of increasing sparsity in rural areas and pressures in the cities
seemed necessary.

16.Cllr Andrew Morgan noted a concern about big swings in the distribution of
funding once all the work is completed and asked for consideration of phasing
and possible damping grants whilst the changes are implemented.

17.Judith Cole confirmed that DSG can look at future population projections as part
of the programme, but the overall distributions were not shifting dramatically.

18.The CSHLG thanked DSG for the work completed. The FSG agreed to the
recommendations in the paper to continue with the review by updating data
sources and reviewing regression and formula weightings.

Action — Produce a note on the regression methodology used in the
calculation of weights for the indicator datasets and circulate to relevant
FSG members.

Item 4: Draft DSG Progress Report

19.The CSHLG thanked DSG for their work and handed over to Judith Cole to
discuss the Draft DSG Progress Report.

20.Judith Cole summarised the paper noting the decisions made by DSG on the
datasets to be used in the 2025-26 settlement. She highlighted the datasets
where a 3-year average had been agreed due to variability in the data across
years. She also noted that some different exemplifications relating to
homelessness data were being reviewed and presentations of homelessness and
the data collected were changing.
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21.Judith Cole also noted that given the timing of the availability of datasets FSG are
asked to agree a final report by correspondence. This will cover final
recommendations on Revenue Outturn data to be used in the settlement, pool
rate analysis and EOTAS (educated other than at school) and independent
school data to be added to PLASC.

22.Jon Rae discussed the issue of the non-HRA housing IBA and the corresponding
datasets and noted that DSG are in the process of agreeing the most suitable
data. This was especially important as some smaller grants for statutory services
were moving into the settlement.

23.CllIr Dimitri Batrouni supported averaging the data of a 3-year period to smooth
out volatility in the data. Cllr Charlie McCoubrey asked about the methodology
behind the population data calculations.

24.Judith Cole confirmed that the population methodology looks at relative change
rather than absolute change across local authorities and it is not calculated per
head. The movement between the mid year estimates increases with the length
of time since the census point.

Action — Provide a note summarising the population data methodology and
calculations.

Item 5: Minutes and Matters Arising from the Previous Settlement

25. Minutes of the previous meeting had been circulated with the papers. There
were and asked the group for any comments or points of accuracy.

26.There were four actions, the first for Welsh Government to organise a briefing on
S114 leaders. The second action was for Welsh Government colleagues to
create a note on the range of formula used for grants and within the settlement.
The third was to give an update paper on dates and sources of data for future
FSG which was item three in this meeting. The fourth was to publish a work
programme alongside the written statement which was done on the 14 March.

27.Judith Cole said a protocol being developed with the WLGA to set out
expectations and any support available relating to S114 notices (including
capitalisation directions). A further working group meeting was planned including
input from CIPFA. The protocol will be presented to FSG when completed. Data
had been collected on grants formula and work was underway to analyse it and
collect any further information needed. This will be brought to a future meeting.

Item 6: Any Other Business

28.The CSHLG provided an update on the legislation to allow local authorities to
charge a visitor levy in their areas. This will be introduced before the end of the
Senedd term. The CSHLG confirmed that officials will be organising engagement
opportunities with councils’ finance and tourism officers to brief them on the
contents of the bill.



