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1 Purpose of Report

 To advise Township Committees of a report considered by Cabinet on 15th 
December 2015 updating on the implications of the Autumn Statement and 
Spending Review for 2015 and the risks around the budget.

2 Recommendations

2.1 It is recommended that:

2.1.1 Cabinet notes the latest forecast financial position for 2015/16.

2.1.2 Cabinet notes the main points from the Chancellor’s Spending Review and Autumn 
Statement 2015 as detailed at Appendix A.

2.1.3 Cabinet notes the potential options around setting the Council Tax for 2016/17.

2.1.4 Cabinet notes the Revenue Budget Position for 2016/17 to 2018/19.

2.1.5 Cabinet notes the Saving Programme for 2016/17 and 2017/18.



2.1.6 Cabinet notes the potential risks around the budget.

2.2 Reason for recommendation

2.2.1 To update members on the development of Revenue Budget for 2016/17 to 2018/19.

3 Alternatives and Risks considered

3.1 The Council is legally obliged to set a balanced revenue and capital budget. The 
budget setting process is complex and must be undertaken in a planned way. Whilst 
budgets are prepared in accordance with the approved guidelines, a number of 
alternative options relating to savings proposals and budget pressures are considered 
as part of the overall budget setting process.

3.2 The budget forecast has been based on known and anticipated levels of spending and 
resources.  Significant budget risks are identified within the report. 

4 Consultation Undertaken/Proposed

4.1 Stakeholders are consulted at appropriate stages throughout the budget process. 
Corporate Overview and Scrutiny Committee, Joint Consultative Committee and 
Townships are consulted on proposals relating to the discretionary fees & charges and 
the Budget Report to be approved by Cabinet.  

5. INTRODUCTION

5.1 This report provides an update on the finance position for 2015/16, the key 
announcements from the Autumn Statement and Spending Review 2015 and the 
potential risks around the budget. 

5.2. Finance Update 2015/16

5.2.1. There is no change currently anticipated in respect of the budget outturn for 2015/16. 
The overall position is a forecast overspend of £0.277m, as reported to Cabinet on 2nd 
November 2015. The next Finance Update for 2015/16 will be presented to Cabinet in 
January 2016.

5.3 Autumn Statement and Spending Review 2015

5.3.1 The Chancellor’s Autumn Statement and Spending Review 2015 sets out the 
Government’s spending plans for the next 4 years. A detailed breakdown of the 
Autumn Statement and Spending Review for 2015 is provided at Appendix A.

5.3.2 The Chancellor detailed six themes which were key in informing the spending 
decisions of Government for the Spending Review in 2015, these were:

 Entrenching economic security
 Protecting Britain’s national security
 Opportunity and security for families
 Investing in Britain’s future



 A devolution revolution
 A modern and reformed state.

5.3.3 The main message for Local Government from the Spending Review was 

Spending Review makes the difficult decision to….

“Significantly reduce the central government grant to local authorities, while introducing a new 
Council Tax precept for social care, and undertaking the full devolution of business rates and 
new responsibilities so local areas have the tools to drive local growth”.

5.3.4 The announcements that affect Local Authorities are as follows:

5.3.4.1 Local Government Funding

i. RSG will be phased out by 2020/21.The estimated grant reductions for Rochdale is 
£48.9m and estimated to be phased out by 2020/21. 

ii. New Homes Bonus was introduced in 2011/12 to incentivise Local Authorities to build 
new homes and to bring empty properties back into use. The Chancellor has 
announced a proposed revision to the current scheme for allocating New Homes 
Bonus for 4 years instead of the current 6 years. Consultation is to commence in 
December. The consultation will include options to ensure those Authorities who would 
potentially lose large amounts of funding to be protected. It is unclear whether this 
would be effective from 2016/17 or 2017/18. The Council currently receives £3.4m in 
New Homes Bonus. 

iii. The responsibility for Public Health was transferred to Local Authorities in 2014/15 with 
the funding provided via the Public Health Grant. The Council currently receives £19m. 
A recent letter from the Department of Health following the Autumn Statement detailed 
that there is to be a national real terms cut of 3.9% in the Public Health Grant for Local 
Authorities. The latest information for Rochdale BC is a reduction in grant of between 
£2.8m to £4m over the period 2015/16 to 2019/20. A review of the formula allocations 
is being undertaken and when complete will provide further information regarding 
Rochdale BC allocations.

5.3.4.2.  Powers for local government to compensate for possible reductions in resources

i. A new precept power allowing local authorities the ability to increase council tax by 2% 
above the normal council tax thresholds for adult care is being proposed. The 
additional funding is ring fenced to support councils to continue to focus on core 
services in Adult Social Care and to increase prices they pay for care, including 
covering the costs of National Living Wage. This new power will enable the Council to 
raise £1.35m in 2016/17.

ii. New powers for local authorities to move towards retention of 100% of business rates 
by 2020/21 and to abolish the uniformed business rates system. This would generate 



approximately £31.3m in extra resources for Rochdale BC. A system of top up and 
tariffs will be retained which enables the redistribution of resources from those 
Authorities who have a large Business Rates Tax base to those who have difficulty in 
generating business rates locally. Consultation to take place in early 2016.

iii. The doubling of small business rate relief to continue until March 2017.

5.3.4.3. Announcements affecting Directorates

i. Adult Care

 Social care funding rising to £1.5bn by 2019/20 to be included in Better Care 
Fund. The increase in the resources for the Better Care Fund is to be funded from 
the changes to the New Homes Bonus.

 Health & social care integration plans required to be in place by 2017 and 
implemented by 2020. These plans are integral  to the Devolution Deal 

 Funding for local authorities in 2019/20 to cover preparation costs of Dilnot 
reforms from 2020/21.

 The Disabled Facilities Capital Grant will be over £500m by 2019/20. Rochdale 
BC currently receives £1.3m.

 There has been no announcement as to whether the New Burdens Grant for the 
Care Act will continue in 2016/17 as the requirements of the Care Act have been 
deferred until 2020/2021

ii      Children’s Services and Schools

 From September 2017 there will be 30 hours free childcare for 3 & 4 years olds for 
working families

 The Child Care provision is to be reviewed firstly to increase the level of provision 
and an increase in the hourly rate paid to providers. This will be based on an 
Upper Income Limit of £100k per parent.

 There is to be a continued investment in the Stronger Families Programme 
 GMCA to implement integrated approach to preventative services for children
 Real terms protection for Dedicated Schools Grant and Pupil Premium
 A new National Funding Formula to be introduced for Dedicated School Grant 

from 2017/18. This is to make the allocation of funding to schools fairer.   
 The programme of requiring schools to become Academies has been extended to 

take schools out of the local authority control. Authorities funding for supporting 
schools via the Education Services Grant is to be removed by 2019/20. Rochdale 
BC currently receives £3.2m 

 Sixth Form Colleges are to be able to become Academies
 There is to be funding available of £3bn to enable 500 free schools to be built 

providing 600,000 additional school places.

iii. Neighbourhoods

 There are to be new resources available £250m over next 5 years to tackle 
potholes and £300m for roads and maintenance



 Capital investment in transport infrastructure to increase by 50% to £61bn to 
resources the HS2, Trans-Pennine electrification and Transport for the North.

iv. Economy

 An Apprenticeship Levy to be introduced from April 2017 to support the creation of 
Apprenticeship Posts. All organisations with a pay bill greater than £3m will be 
required to pay 0.5% of their pay bill which includes local authorities. Rochdale BC 
would be liable to pay £454k for Schools and £309k for non-schools.

 Additional resources of £12bn Local Growth Fund between 2015-16 & 2019-20
 Devolved powers to City mayors for transport, skills and local economy.

v.        Resources

Revenue
 Additional funding for Discretionary Housing Payments
 Consultation on Housing Benefit administration for pensioners being transferred to 

local authorities.
 The National Living Wage to be over £9 per hour by 2020
 Average pay award is to be 1% for 4 years from 2016/17

Capital
 Power to spend capital receipts from asset sales on revenue reform projects
 £500m increase in in Disabled Facilities Grant nationally by 2019-20.

5.4. Council Tax options 2016/17 to 2018/19

5.4.1 The current budget assumptions for 2016/17 to 2018/19 assume that Council tax will 
increase by 1.99% generating £1.35m each year. 

5.4.2 The Autumn Statement and Spending Review for 2015 has provided powers for local 
authorities to “precept” an extra 2% on council tax to generate additional resources to 
meet the costs of the living wage for care costs in Adult Care. The impact on resources 
for the Council are illustrated below.

Council Tax 

Year
Council Tax rise of 1.99% each year 
2016/17 - 2018/19 2016/17 2017/18 2018/19

Total 
Council 

resources
  £m £m £m £m

2016/17

If Council Tax was not increased by 1.99%, 
the Budget Gap would increase in each 
year by: 1.343 1.343 1.343 4.029



Council Tax precept for Adult Care

Year
Council Tax rise of 2% each year 
2016/17 - 2018/19 2016/17 2017/18 2018/19

Total 
Council 

resources
  £m £m £m £m

2016/17
If Council Tax was increased by 2% for the 
Adult Care precept 1.350 1.350 1.350 4.050

5.4.3 The table illustrates that over the three year budget plan alternative resources of 
£1.34m would need to be found in 2016/17 if the current budget assumption of a rise in 
council tax of 1.99% was removed.

5.4.4 The table also illustrates the potential council tax resources which could be generated 
if the 2% precept for social care was implemented, this is estimated to be £1.35m 
resources. However, it should be noted that at this stage the estimates are subject to 
clarification of the changes required to the precept regulations. 

5.4.5 The latest forecast for the potential costs of the Living Wage increases for social care 
are expected to be greater than the resources which could be made available from the 
2% precept. 

5.5.     Revenue Budget 2016/17 to 2018/19

5.5.1 The Council sets a three year budget in February / March each year and the budget 
currently being compiled covers the years 2016/17, 2017/18 and 2018/19. Cabinet 
approved the budget guidelines and timetable to be followed when setting the 2016/17 
to 2018/19 revenue budget and these are currently being incorporated into Service 
budgets. The budget assumptions are detailed at Appendix B.

5.5.2 This report is, therefore, based on the best available information at the time of writing. 
The Chancellor set out to Parliament the Spending Review and Autumn Statement 
2015 on 25th November 2015, the main points of which are detailed in Appendix A. 
However, there are a number of areas where the Council has not received information 
from Central Government which will impact on the funding for the Council from 
2016/17 onwards. 

5.5.3 The Provisional 2016/17 Local Government Finance Settlement will be published for 
consultation in late December 2015, with the Final Settlement expected to be released 
in January 2016. This will have potential implications for the funding of the Council and 



until the outcome of these consultations are published and decisions taken by Central 
Government, there are further risks to the level of resources available to the Council.

Local Government Finance Settlement 2016/17 – Key Milestones

Issue Date

Spending Review 2015 Published 25th November 2015

Draft Local Government Finance Settlement 
2016/17 published for consultation

Expected mid December 2015

Final Local Government Finance Settlement 
2016/17 published

Expected early January 2016

5.6      Savings Programme 

5.6.1   Taking all of the current assumptions into account the savings proposals required are 
£37m over 2016/17 and 2017/18 (£21m in 2016/17 and £16m in 2017/18). The 
majority of the savings are due to increased demand for services, inflationary 
increases and the use of one off funding in previous years to smooth the impact of 
reductions and balance the budget. 

5.6.2 The table details the Council’s savings proposals considered within the report to 
Cabinet 17th November 2015 towards meeting the budget gap for 2016/17.

 



Ongoing 
£'m

One Off 
£'m

Ongoing 
£'m

One Off 
£'m

Ongoing 
£'m

One Off 
£'m

Budget Gap -20.900 2.796 -16.035 0.000 -36.935 2.796

Adjustments to previous proposals -3.863 -0.400 0.000 0.000 -3.863 -0.400
Approved proposals outside of the 
savings programme

0.433 0.000 0.200 0.000 0.633 0.000

Budget Gap -24.330 2.396 -15.835 0.000 -40.165 2.396

Proposals with no service delivery 
or workforce implications

9.768 7.140 0.772 0.100 10.540 7.240

Budget Gap -14.562 9.536 -15.063 0.100 -29.625 9.636

Proposals Requiring Consultation

Proposals outside the savings 
programme still to be approved

7.794 0.000 10.000 0.000 17.794 0.000

Proposals with Service Delivery 
Implications

0.874 0.000 0.051 0.000 0.925 0.000

Proposals with Workforce 
Implications

2.291 0.018 0.185 0.000 2.476 0.018

Service Reviews 0.572 0.000 0.375 0.000 0.947 0.000

Public Health proposals 2.044 0.000 1.413 0.000 3.457 0.000

Sub-Total 13.575 0.018 12.024 0.000 25.599 0.018

Budget Gap to Address -0.987 9.554 -3.039 0.100 -4.026 9.654

2016/17 2017/18 Total

5.6.3 The budget gap to address is the level of savings which is required to be made to 
balance the budget over the next two years. This position is reviewed on an ongoing 
basis as more information is released from Central Government.  As the Council has 
made one off savings and utilised one off resources a balanced budget is reported for 
2016/17 and 2017/18. 

5.6.4. However as the budget gap has not been revised at this stage as detailed information 
on the Council’s funding for 2016/17 will not be available until the provisional Local 
Government Finance Settlement, expected to be published in mid-December 2015. 
Any changes to Local Government finances will be built into the budget gap and 
funded from one off resources in 2016/17. An update will be reported to Cabinet in 
January.

5.7        Budget Risks 

5.7.1 There are a number of financial risks to the Council in setting the budget for 2016/17 
and future years. The main risk is around the level of funding the Council receives / 
generates to provide services to the public and any growth in the demand for services. 



5.7.2   Local Government Finance Settlement 2016/17

5.7.2.1  The Chancellor announced in the Spending Review and Autumn Statement that the 
Local Government Settlement will include reductions to local government grant of 
£6.1bn by 2019-20. 

5.7.2.2 Detailed information on the Council’s funding for 2016/17 will not be available until 
the provisional Local Government Finance Settlement, expected to be published in 
late December 2015.

5.7.2.3   The Council’s budget currently assumes a 17.5% reduction in RSG for 2016/17 and a 
28.5% reduction for 2017/18 and future years. The outcome of the 2016/17 Local 
Government Finance Settlement and the comparison to the current budget 
assumptions may increase or decrease the budget gap required for 2016/17 and 
2017/18. Any increase in the budget gap for 2016/17 will be funded from one-off 
resources, with savings identified as part of the Strategy for 2017/18. Any decrease 
in the budget gap for 2016/17 will reduce the use of one-off funds currently utilised in 
2017/18.

5.7.3        Business Rates

5.7.3.1 Volatility of the Council’s valuation list remains a risk to the level of business rates 
income. During 2014/15 there was a significant increase in the number of appeals 
by businesses against the Rateable Value of properties, the outcome of which is as 
yet unknown in most cases. Whilst provision has been made within the Council’s 
accounts to deal with the backdating of appeals, successful downward revaluations 
will reduce the amount of business rates income in future years.

5.7.3.2. The first revaluation under the business rates retention system is due in 2017. This 
requires the Valuation Office Agency (VOA) to reassess business properties and give 
them new Rateable Values (RV). The Council receives a Business Rates Top-up 
Grant, which is the difference between the amount of funding the government 
determines that the Council should receive under the Business Rates Retention 
scheme and the amount it expects to receive from its share of the business rate 
income.  Although top-up grant payments should be adjusted so that no authority will 
be worse off as a result of the revaluation, the government has yet to announce the 
details of how the revaluation will operate. Subsequent appeals against the new 
valuations will be treated as part of the normal volatility of the rating list and will 
therefore impact on local authority budgets.

5.7.3.3 In the 2015 Queen’s Speech the government announced plans to improve the 
business rates system ahead of the 2017 revaluation, including modernising the 
appeals system. The government stated in the recent business rates review 
discussion paper that the outcomes of the review will be fiscally neutral overall. 
However, it is not known at this stage whether the review will be fiscally neutral at an 
individual local authority level.

5.7.4 Council Tax

5.7.4.1  The budget assumes a Council Tax increase of 1.99% in both 2016/17 and 2017/18. 
In 2015/16 the Council froze the Council Tax and accepted the Council Tax Freeze 
Grant from the Government. The freeze grant awarded in 2015/16 was £0.819m. 
This equated to the amount the government calculated would have been generated 



had the Council increased its council tax by 1%. There has been no announcement 
as to whether a council tax freeze grant will be offered to councils in 2016/17, or how 
any such grant will be calculated.

5.7.4.3  Each year the Council must set its tax base for Council Tax purposes in January. Any 
decline in the tax base from the level assumed in the budget will have a financial 
implication for the Council.

5.7.5 New Homes Bonus

5.7.5.1 The New Homes Bonus Scheme is designed to provide incentives and rewards for 
Local Authorities who wish to build new homes in their areas. The scheme 
commenced in April 2011 and covers a 6 year period. The New Homes Bonus Grant is 
funded by the government top slicing an element of the Revenue Support Grant 
funding provided to Local Government. There is a risk to the Council that the number 
of new homes estimated to be built in the borough will not materialise resulting in a 
reduction in resources for the Council.

5.7.5.2 The government announced that the New Homes Bonus Scheme will reviewed, with 
the preferred option being to reduce the length of payments from 6 to 4 years.

5.7.6.    Savings Proposals

5.7.6.1 Savings proposals for 2016/17 and 2017/18 are currently being considered. There is 
a risk to the overall budget of the non-achievement of these savings following the 
identification and/or implementation of the proposals. A two year budget is to be set 
in February 2016, incorporating the approved savings proposals. 

5.7.7  Specific Grants and Contributions

5.7.7.1  The number and amount of specific grants received by the Council may be lower or 
higher than anticipated. The budget assumes no increase or reduction in specific 
grants. If the grant increases, a process has been introduced to review all additional 
income received and the expenditure which this income may fund before the service 
may incur additional expenditure. If the grant reduces, the associated expenditure 
must also be reduced to reflect the reduction in the grant received. The known risks 
in respect of specific grants are detailed below.

5.7.7.2  Youth Justice Grant. The Youth Justice Board recently advised Youth Offending 
Team (YOT) management boards of a potential 14% cut to 2015-16 YOT grant, 
which would equate to a reduction of approximately £84k for the Council. There is to 
be a consultation document prior to the final decision on how to allocate any cuts, 
and it is as yet unclear whether there will be a cut to future years’ grants.

5.7.8   Academies Funding

5.7.8.1  The government has announced plans to transfer all secondary to Academies. As 
further schools transfer to Academies, there will be a reduction in The Educational 
Services Grant for the Council. This would have an adverse impact on service 
provision.

5.7.9    Waste Disposal Levy

5.7.9.1  The Waste Disposal Levy is calculated by formula across Greater Manchester (GM) 
which takes account of recycling levels. Should Rochdale Borough not increase 



recycling at the same level as other GM Authorities this will impact on the levy and 
would lead to an increased cost to the Council’s budget in future years.

5.7.9.2  The Waste Disposal Levy increase assumed in the budget is 2% per annum. 
However latest assumptions from the Waste Disposal Authority are forecasting 
increases of 13% in 2017/18 and 5.4% in 2018/19. If the Waste Disposal Authority 
does not identify savings to mitigate these increases, there will be a pressure on the 
budget of £1.5m in 2017/18 and a further £0.6m in 2018/19.  

5.7.10     Pay Awards

In the Spending Review 2015 the government announced public sector pay awards 
would be limited to an average of 1% for 4 years from 2016-17 onwards. If a pay award of 
over 1% was to be agreed, this would represent an additional cost to the Council above the 
level assumed in the budget.

5.7.11   Inflation

The budget does not include a provision for price increases except in the case of 
certain contracts. Services have to manage any inflationary increases in prices within 
their service budgets. There is a risk that services will not be able to achieve this.

5.7.12   Pension Review

5.7.12.1 The Greater Manchester Pension Fund (GMPF), where Council employees’ pensions 
are held, is subject to a valuation every three years.  This valuation will determine the 
Council’s employer pension contributions for the following three years. The valuation 
is due to take place in 2016.

5.7.12.2 If the employer pension contributions proposed following the valuation are greater 
than budgeted, there will be an additional cost to the Council.

5.7.13  Investment Income

The current low interest rates and the implications of the economic slowdown continue 
to impact on the level of interest the Council is able to achieve on its investments.

5.7.14  Fees and charges income 

The impact of any economic slowdown on levels of usage of charged for Council 
services could lead to income levels not being achieved.

5.7.15  Increased demand for services

The impact of the economic climate on the residents of Rochdale Borough, and the 
increased demand this may have for Council services, could impact on the cost of 
services, as could general demographic changes.

5.7.16  Welfare Reforms

The Spending Review and Autumn Statement  2015 confirmed the government’s 
commitment to reduce the working age welfare bill by £12bn by 2019/20. Reductions 
in welfare payments could lead to increased demands on Council services.



5.7.17  Continued impact of 2015/16 budget issues

Monitoring of the 2015/16 budget will provide Cabinet with regular updates on any 
pressures/savings for the Council. Any associated on going implications will be 
incorporated into the budget projections for 2016/17 and future years.

5.7.18  Greater Manchester Devolution

The Greater Manchester Devolution Agreement was announced in November 2014, 
with a second wave of devolution announced in the 2015 Summer Budget. The overall 
objective is to secure a place-based settlement for GM which provides the flexibility 
required to enable better alignment and management of resources to enable GM to 
deliver its priorities to support growth and to increase productivity. At this stage it is not 
known what the potential financial implications for Rochdale Council may be.

6 FINANCIAL IMPLICATIONS 

6.1 Revenue Budget
The financial implications of the Revenue Budget are included in the main body of the 
report.

7 LEGAL IMPLICATIONS

7.1 The Council is under a duty to calculate the budget in accordance with Section 32 of 
the Local Government Finance Act 1992 and must make three calculations namely: an 
estimate of the Council’s gross revenue expenditure; an estimate of anticipated 
income; and a calculation of the difference between the two. The amount of the budget 
requirement must be sufficient to meet the Council’s budget commitments and ensure 
a balanced budget. The amount of the budget requirement must leave the Council with 
adequate financial reserves. The level of budget requirement must not be 
unreasonable having regard to the Council’s fiduciary duty to its Council Tax payers 
and non-domestic rate payers.  

7.2 Failure to make a lawful Council Tax by 11th  March, in the financial year preceding 
that for which it is set, could have serious financial results for the Council and make 
the Council vulnerable to an Order from the Courts requiring it to make a Council Tax.

7.3 Section 151 of the Local Government Act 1972 places a general duty on local 
authorities to make arrangements for ‘the proper administration of their financial 
affairs'.

7.4 Information must be published and included in the Council Tax demand notice. The 
Secretary of State has made regulations, which require charging authorities to issue 
demand notices in a form and with contents prescribed by these regulations.

7.5 There is also a duty under Section 65 of the 1992 Act to consult persons or bodies 
appearing to be representative of persons subject to non-domestic rates in each area 
about proposals for expenditure (including capital expenditure) for each financial year.



8 PERSONNEL IMPLICATIONS

8.1 There are no personnel implications arising as a result of this report. 

8.2 Consultation in relation to savings proposals will be undertaken in accordance with the 
Council’s established formal staff consultation processes including meetings of the 
Joint Consultative Committee and Service Consultative Groups. 

9 CORPORATE PRIORITIES

9.1 This report meets all the corporate priorities identified in the Council’s Corporate Plan. 
This report supports governance arrangements remaining strong during this period of 
significant change.

10 RISK ASSESSMENT IMPLICATIONS 

10.1 The risks to the Revenue Budget have been detailed in the main body of the report.

11 EQUALITIES IMPACTS 

11.1 Workforce Equality Impacts Assessment 

Workforce equality impact assessments will be provided with any savings proposals 
and an overall workforce equality impact assessment on the budget will be presented 
to facilitate final decision making.

11.2 Equality/Community Impact Assessment

Equality Impact assessments will be provided with any savings proposals and an 
overall equality impact assessment on the budget will be presented to facilitate final 
decision making.

Background Papers
Document Place of Inspection
Revenue Budget 2016/17 Files Finance Services



Appendix A

Autumn Statement and Spending Review 2015

1. Autumn Statement and Spending Review 2015

On 25th November 2015 the Chancellor set out to Parliament the Spending Review and 
Autumn Statement 2015. The Spending Review sets out the government’s spending plans for 
2016/17 to 2019/20.

2. The Local Government Finance Settlement

The Local Government settlement will include reductions to local government grant of £6.1bn 
by 2019-20, this being replaced with an assumed increase in locally generated resources of 
£7bn: Funding has been presented across two funding sources, these being:

i. Department for Communities and Local Government Departmental Expenditure 
Limit (DEL) which is thought to include Revenue Support Grant (RSG), New Homes 
Bonus and other DCLG supported grants - this amount reduces from £11.5bn in 
2015/16 to £5.4bn in 2019/20 as RSG is reduced.

ii. Locally Financed Expenditure which represents resources generated locally from 
council tax income and growth in business rates, both from tax base and Retail Price 
increases in the multiplier. This increases from £28.1bn in 2015/16 to £35.1bn in 
2019/20 to reflect the growth in local resources and factors in the Office for Budget 
Responsibility’s assumption that local authorities will move £1.1bn, £0.8bn, £0.4bn to 
reserves over the Spending Review Period.

Further work is ongoing to review the previous assumptions on the likely impact on RSG at a 
local level. However, there is significant uncertainty as to what is included in the Local 
Government DEL with the additional funding announcements such at Better Care Fund. 

It is understood that the figures do not include changes to grants paid to local authorities from 
other central government departments and the move to 100% business rate retention. The 
provisional settlement in December will provide the detailed breakdown.

Revenue Support Grant to be phased out by 2020. The Local Government provisional 
settlement in December will include plans to consult on changes to the local government 
finance system including re-balancing support to those authorities with social care 
responsibilities by taking into account the main resources available to councils, including 
council tax and business rates. Based on our assumptions if RSG was phased out by 2020/21 
there would be a £14.6m reduction in support in 2020/21, which would need to be matched by 
powers to raise resources locally. There is no information available at this point to outline any 
other resources which may be made available to mitigate the phasing out of RSG by 2020/21.

3.     Council Tax
Local authorities with adult social care responsibilities are to be given the power to raise an 
additional 2% through council tax to fund adult social care. The 2% would be in addition to the 
council tax referendum limit (not yet announced) and is ring fenced to adult social care. 



An additional 2% increase in Council Tax for 2016/17 would generate additional resources of 
approximately £1.4m for Rochdale BC. The resources generated by an additional 2% 
increase in Council Tax will be dependent on the relative Council Tax bases of each authority. 
Authorities with a higher tax base will generate additional resources. Local authorities, such 
as Rochdale BC, with a low Council Tax base will be able to raise less additional resources by 
increasing their Council Tax irrespective of whether they have high adult social care needs.

There is no reference in the Chancellor’s Statement as to the 2016/17 council tax referendum 
limit or whether the government will be providing a council tax freeze grant.

Government guidance on the options around setting the Council Tax for 2016/17 is expected 
to be released as part of the 2016/17 Provisional Local Government Finance Settlement in 
late December. Work is currently ongoing to calculate the Council Tax base for 2016/17. 
Based on current assumptions the estimated implications of the potential options around 
setting the council tax are shown below:

Options
Council Tax 

Income
Additional 

Income

£'000 £'000
Freeze Council Tax; no freeze grant received from government 68,508 0
Freeze Council Tax; freeze grant received from government 69,328 820
Council Tax increased by 1.99% 69,871 1,363
Council Tax increased by 3.99%, incl. 2% adult care precept 71,241 2,733

Police and Crime Commissioners will be able to raise local authority precepts by 2% in 2016-
17.  The government will provide further flexibility for police forces with the lowest council tax 
bills to raise income from council tax by £5 rather than 2%.

4. Business Rates

The doubling of the small business rate relief is to be extended for a further year (2016/17). 
No details as to whether the retail relief for medium size business with Rateable Values (RVs) 
up to £50,000 is to be extended past 2015/16. There are 934 properties in Rochdale 
benefiting from the retail relief which was introduced for two years in 2014/15. Approximately 
£1m relief is awarded per annum which is covered by a government grant. If the relief is 
ended this income would need to be generated from collections and the risk is empty relief 
would increase, which is a 49% cost to the local authority.

Consultation will be published by the government in 2016 on the changes to the local 
government finance system to progress the implementation of 100% business rate retention.

Information available to date on the proposed 100% business rate retention system:
 The uniform business rate multiplier is to be abolished.
 By the end of the Parliament (2020) local authorities will retain 100% of business rates.
 Local authorities will be able to reduce the business rate multiplier to generate wealth 

and win new jobs.



 Authorities with Combined Authority elected majors will be able to add a premium 
to business rates to pay for new infrastructure provided they have local business 
community support.

Top-up and tariffs are to be retained, although no detail on how these will operate.

5. New Homes Bonus
The government will consult on reforms to the New Homes Bonus (NHB) scheme, including 
means of sharpening the incentive to reward communities for additional homes and reducing 
the length of payments from 6 years to 4 years. It is unclear when the change from 6 years to 
4 years will be affected from. These proposals are to be consulted upon as part of the Local 
Government Finance Settlement in December. There is a preferred option for savings of 
£800m; however the consultation will include proposals to introduce a floor to cushion losses 
at local authority level.

It is unclear as to whether the change would apply to the New Homes Bonus for 2017/18 
onwards or also relates to years 5 and 6 of previous years’ allocations. The consultations on 
floors could suggest that the change applies to existing allocations. 

6. Capital

Local authorities will be given flexibility to spend capital receipts (excluding Right to Buy 
receipts) from asset sales on the revenue costs of reform projects, subject to conditions that 
will be set out alongside the Local Government Settlement in December. Qualify criteria and 
time limits will be set out in the Settlement. An example of a likely qualifying scheme is 
supporting home improvements that can keep older people from needing to go to hospital.

There will be a £500m increase in Disabled Facilities grant by 2019-20, which will fund 85,000 
home adaptations which is expected to prevent 8,500 people from needing to go into care 
homes.

7. Adult Care & Dilnot Reforms

From 2017 the spending review makes available social care funds rising to £1.5bn by 
2019/2020 to be included in an improved Better Care Fund. The review outlines the 
requirement for plans to be in place in 2017 for the health and social care integration across 
the country by 2020.

The new precept powers (i.e. the 2% on Council Tax) and the additional funding are to 
support councils to continue to focus on core services and to increase prices they pay for 
care, including to cover the costs of National Living Wage. 

Funding is provided in 2019/20 to cover local authorities’ costs of preparing for the changes to 
introduce the Dilnot reforms. The cap on reasonable care costs and extension of means 
tested support will then be introduced and funded from April 2020.

8. Children’s Services and Schools

From September 2017 free childcare entitlement to be doubled from 15 hours to 30 hours for 
3 and 4 year olds for working families. There will be an upper income limit of £100k per parent 



and for the parent to be working the equivalent of 16 hours per week or more.

£300m is to be invested from 2017/18 to increase the average hourly rate for childcare 
providers and capital funding of £50m to create additional nursery places.

Greater Manchester Combined Authority to develop and implement an integrated approach to 
preventative services for children.

Schools related announcements:
• Real terms protection per pupil for the Dedicated Schools Grant and the Pupil Premium.
• National funding formula for schools, high needs and early years to be introduced.   

Detailed consultation will be published in 2016 for implementation from 2017/18.
• Further extension of the Academy programme resulting in savings of £600m on the 

Education Services Grant. The government is looking to take schools away from Local 
Authority management.

• Sixth Form Colleges to be given the opportunity to become academies which would allow 
them to recover their non-business VAT costs.

• £3bn funding to open 500 free schools and provide 600,000 additional school places.

9. Neighbourhoods

The Review provides £250m over the next 5 years to tackle potholes and £5bn of funding for 
roads and maintenance, an increase of £300m.

Capital investment in transport is to increase by 50% to £61bn; to cover road investment, 
HS2, electrification of the Trans-Pennine route, Transport for the North.

An Apprenticeship Levy is to be introduced in April 2017 to be set at 0.5% of an organisation’s 
pay bill. Each employer will receive an allowance of £15,000 to offset against their levy 
payment. It is understood that local authorities will be required to pay the levy. The impact 
would be approximately £690k per annum based on our PAYE costs (split schools £380k, 
non-schools £325k) less the £15k allowance. Schools who are their own employer, such as 
Academies are unlikely to pay the levy if their taxable pay bill is less than £3m per annum as 
the £15k allowance offsets the levy for organisation with a pay bill of up to £3m.

Other regeneration related announcements include:
• The government will deliver its commitment to a £12bn Local Growth Fund between 

2015-16 and 2020-21, under the control of Local Enterprise Partnerships.
• Devolution to city regions, with elected mayors having some of powers on transport, skills 

and the local economy.
• The Greater Manchester elected mayor to be given the power to introduce a Community 

Infrastructure Levy.
• The government will spend £13bn on transport in the North over this Parliament.

10.  Public Health

The ring fence on public health spending will be maintained in 2016/17 and 2017/18. 
Consultation will be undertaken to transfer the responsibility for public health to local   
authorities as part of the wider business rates consultation. Opinions will be sought on options 
to fully fund public health spending from retained business rates receipts instead of the 
current grant based system. The Spending Review report states that savings in public health 
are to be made of 3.9% per annum over the next 5 years, which is estimated to be £3.4bn in 
2015/16 to £3.1bn by 2020/21.



11. Housing Benefit (HB)

Additional Discretionary Housing Payment Funding will be made available.

Consultation will be undertaken to transfer the responsibility for funding the administration of 
housing benefit for pensioners to local authorities. Currently a third of Rochdale BC’s 
caseload relates to pensioners. The proposal is likely to be included with the consultation for 
the move to 100% business rates retention. Rochdale BC currently receives a government 
grant of £1.5m per annum for administering Housing Benefits and the local council tax support 
scheme. This will be covered within the consultation.

Capping HB in the social rented sector - the maximum a private landlord can be paid is set by 
Government by HMRC  Valuation Agency  rent officers, known as the Local Housing 
Allowance (LHA) . Social landlords receive national rent setting guidelines from the Home and 
Communities Agency. If a private landlord charges above the allowance HB is awarded to the 
level of the LHA, whereas for social landlords the HB is awarded for the full amount of rent. 
This proposal will affect social landlords such as Guinness, RBH and Northern Counties etc. It 
will affect new tenancies from the 1st April 2016, with Housing Benefit changing from 1st April 
2018.

There are number of changes outlined in the Department for Work and Pensions 
departmental savings targets in relation to HB and welfare reforms. This includes changing 
the eligibility to HB if a claimant is overseas for more than one month, currently a claimants is 
entitled to HB if they are out of the country for up to 13 weeks.

Funding is to be extended to the end of 2017/18 for the scheme to reduce fraud and error in 
Housing Benefit.

12. Other relevant announcements

Right to Contest regulations will be strengthened to encourage local authorities to release 
surplus assets (this allows communities’ rights to reclaim land).

The government will consult on requiring all authorities to record all property assets in a 
consistent way using the government’s electronic Property Management Information System.

The government will publish guidance for pooling Local Government Pension Scheme Fund 
assets into up to six British Wealth Funds, containing at least £25bn of scheme assets each. 
The government is inviting administering authorities to come forward with proposals for new 
pooled structures in line with the guidance to significantly reduce costs, while maintaining 
overall investment performance.

The government will publish guidance for pooling Local Government Pension Scheme Fund 
assets into up to six British Wealth Funds, containing at least £25bn of Scheme assets each. 
The government is inviting administering authorities to come forward with their proposals for 
new pooled structures in line with the guidance to significantly reduce costs, while maintaining 
overall investment performance.

The Chancellor announced that the government would encourage local authorities to draw on 
their reserves as they undertake reforms. There is no further detail in the Statement as to how 
this will be carried out.



13. National Context
The Chancellor’s spending review seeks to deliver on a commitment to put security first; to 
protect economic security by “living with our means” and bringing the level of debt down; and 
to protect national security by defending the country’s interests abroad and keeping citizens 
safe at home.

Funding for Government Departments as a percentage of Total Funding is set to change over 
the next four years. Health spend will increase by 3%, Defence spend will increase by 1% and 
Education spend will increase by 1%. There will be a decrease of 3% in Local Government 
spend, and a 1% reduction in the Department for Work and Pensions and Justice spend.

Changes in underlying Office for Budget Responsibility (OBR) forecasts since July 2015 show 
a £27bn improvement in the level of public finances. The underlying forecast for tax receipts is 
stronger and debt interest is lower. The improvements to the OBR forecast since Summer 
Budget 2015 mean that the remaining budgetary consolidation now required is £18bn. 
Spending Review 2015 is intended to deliver £12bn of savings to the overall departmental 
revenue spending. In addition, the apprenticeship levy will raise £3bn and the remaining £3bn 
is being delivered through reforms such as Making Tax Digital and further measures to tackle 
tax avoidance.

The government intends that the welfare cap it introduced will be met by 2019/20, and the 
government will retain the welfare cap at the current level. The OBR confirmed that in 2019/20 
and 2020/21 welfare spending will be within the forecast margin set at the Summer Budget.

The government has protected a number of core priorities from the spending reductions and 
these include:

 Spending 2% of Gross Domestic Product (GDP) on defence for the rest of this decade;
 Spending 0.7% of Gross National Income on overseas aid;
 Providing the NHS in England with £10bn per year more in real terms by 2020/21 than 

in 2014/15;
 Increasing the basic State Pension by the triple lock in April 2016, so that it rises to 

£119.30 a week;
 Protecting schools’ funding in England in real terms over the Spending Review period;
 Protecting overall Police spending in real terms over the Spending Review period;



Appendix B

Revenue Budget Assumptions 2016/17 to 2018/19

Area of Budget 2016/17 
Assumption

2017/18 
Assumption

2018/19 
Assumption

1.99%
Increase

Revenue Support Grant 17.5%      
Decrease

28.5%       
Decrease

28.5 %    
Decrease

Business Rates (NNDR) 0% 0% 0%

Top Up Grant 0% 0% 0%

Settlement Funding 
Overall Impact

8.1%   overall 
decrease

11.9% overall 
decrease

11.9% 
overall 

decrease

General Grants 8.5% 
Increase 0% 0%

Pay 1% Increase 1% Increase 1% Increase
0.80% 0.90% 0.90%

Increase Increase Increase

Contribution Rate (19.7%) 
(contribution)

(20.6%) 
(contribution)

(21.5%) 
(contribution)

Prices 0% 0% 0%

Discretionary Fees & 
Charges 2% Increase 2% Increase 2% Increase

Waste Disposal Levy 0.21% 
Decrease

2.00% 
Increase

2.00%    
Increase

PTA Levy 2.09%   
Increase 

2.00%   
Increase

2.00%     
Increase

Council Tax 1.99% 
Increase

1.99% 
Increase

Superannuation
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