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1 Purpose of the Report 
 
1.1 The purpose of this report is to provide members with a high level summary of 

the potential self-financing opportunities available in light of the 2015 
Spending Review and the Local Government Finance Settlement 2016/17 and 
the consequential shift in the proportion of Local Authority income now 
generated from self-financing sources. 

 
 
2. Recommendations   
 
2.1 That the Cabinet consider the contents of the report and options available to 

the Council for increasing future income.   
 
 

3. Executive Summary 
 
3.1 At the February meeting of the Panel, members considered and supported the 

Council’s 2016/17 Budget and updated Medium Term Financial Plan (MTFP).  
This has since been formally approved by Council.   

 
3.2 As a consequence of the phasing out of the core government grant funding by 

2020, and funding shortfall presented in the MTFP by 2019/20, Members 
requested a report which looked at the options for increasing income from 
self-financing sources – i.e. areas the Council has control of or can influence. 

 
3.3 This report illustrates the changes in funding structure that has occurred, 

putting the onus on Local Authorities to become self-financing from locally 
generated income streams. It also considers potential self-financing 
opportunities to increase income levels to contribute towards the funding 
shortfall. 
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4.        How this report links to Corporate Priorities  
 
4.1 Exploring self-financing opportunities will potentially have a direct impact on 

the financial resources available to the Council. This in turn will dictate the 
extent to which the authority can meet its priorities. 

 
 
5.       Options and Analysis 

 
5.1  There are no options to consider at this stage. 

 
 

6. Implications 
 
6.1
  

Community Safety - (Crime and Disorder Act 1998) 
None. 
 

6.2 Workforce 
None. 
 

6.3 Equality and Diversity/Equality Impact Assessment 
This report has been prepared in accordance with the Council's Diversity and 
Equality Policies. 
 

6.4 Financial Considerations 
There are potential financial benefits of exploring self-financing opportunities.  
 

6.5 Legal 
None. 
 

6.6 Sustainability 
None. 
 

6.7 
 
 

Internal and External Consultation 
Not applicable at this stage. 

6.8 
 
 
 

Risk Assessment 
None. 
 
 
 
 

ANDREW P STOKES 
Executive Director (Transformation) and Chief Finance Officer 
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Web Links and  
Background Papers  

Location  Contact details  

2015 Spending Review & Local Government 
Finance Settlement 2016/17 (Resources 13

th
 

Jan 2016) 
 
2016/17 Budget and Medium Term Financial 
Plan (Council 24

th
 February 2016) 

 

Moorlands House  Claire Hazeldene 
Finance & Procurement 
Manager 
01538 395400 ext 4191 
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7 Background and Introduction 
 
7.1 A report was presented to Resources Overview and Scrutiny Panel on 13th 

January 2016 which provided members with a summary of the outcomes of 
the 2015 Spending Review and the Local Government Finance Settlement 
2016/17 and the potential implications for the Council. 

   
7.2 The outcomes (or assumptions where uncertainty remained) were then 

included in the proposed 2016/17 Budget and updated Medium Term 
Financial Plan (2016/17 – 2019/20), which was approved by Council on 24th 
February 2016. 
 

7.3 Both reports highlighted the shift in emphasis on Local Authorities to move 
away from reliance on Central Government funding, and become self-
financing from locally generated income streams.  Consequently, members of 
the panel requested a report to be presented detailing the some of the 
potential opportunities to increase localised funding. 
 

 

8 Staffordshire Moorlands Funding Position    
 
8.1 The table below details the budgeted funding position of the Council from 

2010/11, looking forward to the 2019/20 forecast as per the Medium Term 
Financial Plan: 

 

Funding Stream 2010/11 2013/14 2016/17 
2019/20 

(forecast) 
Core Government Grant (7,591,210) (5,734,480) (1,246,290) - Core Government 

Funding Other Government Grants (113,610) (16,560) (14,930) (37,320) 

Council Tax (5,196,870) (4,784,840) (4,890,430) (5,282,730) 

Business Rates Retention - (115,510) (2,989,640) (3,277,330) 

Fees & Charges (5,821,170) (5,587,020) (5,692,990) (5,916,890) 

Ascent Income - (273,400) (590,100) (669,570) 

Self Financing 

New Homes Bonus - (422,550) (1,264,390) (716,730) 

Other Income Interest Receipts (160,970) (74,810) (56,690) (219,530) 

 TOTAL (18,883,830) (17,009,170) (16,745,460) (16,120,100) 

 
 

8.2 The Secretary of State for Communities and Local Government presented the 
Local Government Finance Settlement 2016/17 to the House of Commons on 
17th December 2015. This was made in the context of the Chancellor’s 
Autumn Statement / Spending Review and included a four year settlement for 
Revenue Support Grant (the core Government grant funding) which included 
the phasing out of the grant over this period.  

 
8.3 The table highlights the reduction in overall funding of £2.8m, which 

consequently required a 3 year efficiency plan to be established in April 2014 
to reduce expenditure accordingly.  It also illustrates the change over the 
period in terms of funding types – the graph below shows clearly the shift in 
reliance to self-financing income streams by 2019/20.   
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8.4 The Medium Term Financial Plan identified a further £1.6 million financial 

shortfall by 2019/20. It is anticipated that some of this will be offset by the 
new, further devolved Business Rates retention system (see paragraph 9.12) 
and savings from significant procurement exercises taking place over the next 
couple of years.   
 

8.5 However, it is uncertain at this stage what form the new Business Rates 
retention system will take, how beneficial it will actually be and when it will be 
in place. Therefore, in order to avoid further targeted efficiency programmes 
and protect frontline services, self-financing opportunities should be 
considered to feed into the next iteration of the MTFP. 

 
 
9 Self-Financing Opportunities - Non-Growth Related  
 
9.1 The most significant self-financing income streams in terms of value are 

Council Tax, Business Rates and Fees & Charges.  The potential ‘non-growth’ 
opportunities for increasing the amount generated are explored below. 

 
 Council Tax 
 
9.2 The Council has the ability to increase Council Tax annually however any 

increase more than 1.99% is subject to referendum. As part of the joint 
Spending Review and Autumn Statement, the Government gave flexibility to 
those Authorities responsible for social care to raise Council Tax by up to 2% 
per year above the existing threshold to spend specifically on adult social care 
requirements. The County Council took this opportunity to increase Council 
Tax by 3.95% in 2016/17.  

 
9.3 A 1.99% increase in Council Tax would amount to approximately £90,000 

additional income per annum to SMDC. 
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9.4 The Council currently offers a number of Council Tax discounts in certain 

circumstances. Some of which, the Council are able to determine and 
therefore could look to amend.  

 
9.5 The Council currently offers a 50% reduction for Class D discount 

(uninhabitable properties). Based on the current number of discounts, this 
would generate approximately £8,000 to SMDC.  Class C1 is a 100% discount 
granted for up to 3 months when a property initially becomes unoccupied and 
substantially unfurnished. If this discount was removed, it would generate 
approximately £6,000 income per annum.  Second/holiday property charges 
could also be reviewed. 

 
9.6 A 25% discount is awarded if only one adult is resident. This is a centrally 

determined discount, but the Authority is responsible for ensuring this is 
applied accurately and therefore a more regular evidence based review 
utilising credit information of properties claiming single person discount may 
identify those properties that are no longer eligible.   

 
9.7 Local Authorities are able to issue penalties to Council Tax payers who fail to 

notify the Council that they are no longer eligible for a discount – this also 
includes single person discount. SMDC do not currently utilise this (nor do 
many Authorities) but it is nevertheless an option.     

 
 Business Rates 
 
9.8 The 2013/14 Local Government Finance Settlement saw the introduction of 

the new Business Rates retention system, replacing the previous system of 
financing with a system based on the retention of business rates. 

 
9.9 The previous system distributed Business Rate income based on a formula 

system which formed part of the core Government grant. There was no 
correlation to actual Business Rate income generated by individual 
Authorities.   

 
9.10 Under the current system, the Authority retains 40% of Business Rates less a 

tariff that is payable into a pool maintained by a number of Staffordshire 
Authorities. This amount is then compared to a ‘Funding Baseline’, any 
amount in excess of this Baseline is subject to levy, or conversely if the 
amount of retained Business Rates is below this Baseline, the loss is capped 
by a safety net payment. 

 
9.11 As part of the Staffordshire Pool, the levy or the safety net payment is made 

to or from the Pool instead of Central Government. If the Council was not in 
the Staffordshire Pool it would have to pay 50p in the £1 to the Government 
as a levy, effectively limiting the income the Council can gain from business 
rates growth. However, as part of the Pool, the Council is able to retain 40% 
of this levy; meaning that each £1 achieved above the baseline is distributed 
as follows: 
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- 70p is retained by the Council; 
- 20p is paid to a Central Incentive Fund which is managed by the Pool 

Board; 
- 10p is paid to a Contingency Fund maintained by the Pool Board to 

assist should a safety net payment be triggered. 
 
9.12 The benefit to the Council of being part of the Pool arrangement is estimated 

to be approximately £155,000 in 2016/17. 
 
9.13 The joint Spending Review and Autumn Statement confirmed that there would 

be further devolution of business rates to Local Authorities. The main 
headlines being: 
 
- Local authorities will retain 100% of business rates raised by 2020; 
- The uniform business rate will be abolished and local authorities will be 

able to cut the business rates multiplier with no restriction. 
 
9.13 The Government will be consulting on the proposed changes during 2016 so 

for now, there remains uncertainly surrounding how the new system will be 
phased in and in what form.   

 
9.14 Any annual increases are currently determined centrally with no Local 

Authority control, and the majority of Business Rate reliefs are applied 
nationally – both of which may change under the new system.  Therefore, 
pending details of the new system, the current options for increasing Business 
Rates income are through ensuring the timely issuance of completion notices 
for newly constructed buildings or new buildings created by alteration of an 
existing building.  This then determines the date the property will become 
liable for Business Rates.  The Council’s inspections regime also checks the 
status of empty properties to ensure eligibility for empty property relief. 

 
Fees and Charges / Rental Income 

  
9.15 Charging for local services makes a significant contribution to the Council’s 

finances.  The Council also uses charging to influence individual choices and 
behaviour, and to bring other benefits to local communities. The Council’s 
Charging Policy sets out the following principles for establishing the level of 
fees and charges: 
 
- The cost of providing services should be fully met by income; 
- There is a standard approach to concessions for those on low incomes; 
- Where a subsidy is agreed, this should be used to support the 

development of Council services in accordance with priorities; 
- Subsidies should be reconfirmed annually. 

 
9.16 Services complete charging templates each year with the aim of proposing 

charges that fit appropriately with the fee categorisation and identify where fee 
earning services are provided at a subsidy.   
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9.17 In order to increase the income generated from Fees and Charges, subsidised 
services could be challenged and freedom to negotiate commercial services 
on a case by case basis could be explored.  Discounts and concessions 
applied could also be reviewed.      

 
9.18 Part of the asset rationalisation plan is to reduce the overall cost of the 

Council’s property portfolio. Part of this includes working with external 
partners to share accommodation and therefore benefit from the rental 
receipts this generates.  There has been a significant amount of progress in 
terms of the shared accommodation arrangements, for example within 
Moorlands House.  Further progression to rationalise the office space required 
by SMDC and rent this space to external organisations will reduce the overall 
cost to the Council of maintaining properties.  

 
 
10 Self-Financing Opportunities - Growth Related Projects 
 

Housing Growth 
                                    
10.1 The Council directly benefits financially from a growth in housing through 

additional Council Tax raised and New Homes Bonus (NHB) income. NHB is 
a Government initiative aimed at encouraging local authorities to grant 
planning permission for the building of new houses or bring back into use 
long-term empty properties, in return for additional grant funding.   

 
10.2 NHB awards are currently based on a rolling period of six years, which the 

Council has benefited from significantly – NHB receipts are budgeted at £1.3 
million in 2016/17. A high proportion of this is as a result of the joint venture 
which the Council entered into with Your Housing to provide affordable 
housing across the District – with over 270 units provided to date.  This has 
also increased the Council Tax base and therefore increased the amount 
collectable.     

 
10.3 However, a consultation document on New Homes Bonus has been released 

following the settlement announcement, which requests views on the 
following: 

 
- Proposals for reductions in the number of years for which the Bonus is 

paid from the current 6 years to 4 years from 2018/19; 
- Withholding the Bonus from areas where an authority does not have a 

Local Plan in place; 
- Abating the Bonus in circumstances where planning permission for a 

new development has only been granted on appeal; 
- Potentially adjusting the Bonus to reflect estimates of deadweight 

(expected development). 
 

10.4 The changes are proposed for 2017/18 onwards and would have a significant 
impact on the amount of grant received by the Authority depending on the 
options adopted following consultation. 
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 Ascent Joint Venture 
 
10.5 In addition to the Council Tax and NHB receipts the housing joint venture 

generates, the Council provided a £5 million Debenture to Ascent LLP (the 
joint venture company) - who pay an interest rate of 2.0% on Debenture 
monies drawn, equating to £100,000 income per year. The principal funds are 
ultimately repayable to the Council within 25 years.   

 
10.6 The Council also committed to providing a maximum loan facility of £20 

million, with interest payable based on the PWLB rate at the date of each 
drawdown for the specified period plus a 1.25% risk premium. The initial loan 
is for a period of 5 years with an option to refinance on maturity.  Ascent have 
drawn £14 million of the facility, which in turn generates at least £175,000 in 
income annually over and above the borrowing costs incurred. 

 
10.7 A similar scheme or second phase of the existing scheme (depending on 

viability on the business case post social housing rent reduction 
announcements) would further increase income generation. 

 
 Economic Growth 
 
10.8 The Council also directly benefits financially from growth in the economy 

through additional Business Rates income.  Therefore, growth in the number 
of business properties in the District will increase the amount collectable, 
consequently the Council would benefit in part from any growth above the 
defined ‘baseline’ set by Government.    

 
10.9 As the Council is part of the Staffordshire pool (as explained in paragraph 

9.10), this removes the requirement to pay a levy to Government for any 
growth in Business Rates income, this increases the benefits directly 
attributable to SMDC.   

 
10.10 Additional income streams can be sourced through the Council providing 

workspace and units which generate rental income. The Town Yard and 
Leekbrook Industrial sites are owned by the Council and have a high unit 
occupancy rate, generating £132,000 in rental income. This offsets the cost of 
maintaining and operating the units and generates a surplus to contribute to 
other Council services. The Leader and the Cabinet are already exploring 
opportunities to provide workspace and starter units. 

 
10.11 The Council has approved a growth fund capital programme within the MTFP, 

enabling investment either directly, whereby the Council owns the asset, or 
indirectly via loans to third parties.  The aim being to generate income 
streams which will not only cover the cost of the Council’s investment 
(borrowing costs) but will also provide additional income to fund service 
provision. 
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Fees & Charges 
 
10.12 In addition to reviewing the current fees and charges, a further detailed 

analysis and review will be carried out as part of the income generation 
project, in order to identify potential new charging streams. 

 
10.13 A recent example being the Street Cleansing team offering to sweep roads 

where new developments are in construction.  As the team was sweeping in 
the area anyway, it didn’t require extra resource, but generated an income 
stream the Council wouldn’t have otherwise had.  

 
 
11. Summary                  
 
11.1 The table below shows a summary of the potential opportunities for self-

financing income generation:-    
 

Self-Financing Opportunity Income 
Stream General Growth Related 

Council Tax - Annual increase capped at 
1.99% 

- Review of 
discounts/exemptions 

- Increase in tax base via growth in 
housing provision 

Business 
Rates 

- Participation in the 
Staffordshire Pooling 
arrangement  

- Review of reliefs/exemptions, 
issuance of completion 
notices  

- Increase in amount collectable 
via business growth 

Fees & 
Charges 

- Annual increase 
- Charges based appropriately 

according to approved fee 
category   

- Explore new opportunities for 
income generation (Income 
Generation project) 

New Homes 
Bonus 

- Council responses to NHB 
Consultations – ensuring 
Local Plan in place and 
planning policy robust  

- Increase in tax base via growth in 
housing provision (new homes 
and re-use of long-term empty 
properties) 

Other 
Income 

- Increasing rental income 
through shared asset 
arrangements with external 
partners 

- Potential growth generation 
projects similar to the Ascent 
Affordable Housing scheme/ 
Industrial Units enabling the 
Council to benefit from increased 
Council Tax / Business Rates / 
Rental Income / New Homes 
Bonus/ Investment income 

  


