
Report to: Licensing & Regulatory Committee     Date of Meeting: tba early Nov 2015

Subject: Taxi Licensing Revenue Account. 

Report of: Head of Regulation & Compliance    Wards Affected: All
Is this a Key Decision? No                                   Is it included in the Forward   
                                                                                Plan? No

Exempt/Confidential No

Purpose

To update Members the status of the Taxi Licensing Reserve Account and determine 
policy with respect to cost recovery

Recommendation(s)

That the Members:

i) Note this report and its contents;
ii) Determine the level of correction to be applied the Taxi Licensing Reserve 

Account

How does the decision contribute to the Council’s Corporate Objectives?

Corporate Objective Positive 
Impact

Neutral 
Impact

Negative 
Impact

1 Creating a Learning Community 

2 Jobs and Prosperity 

3 Environmental Sustainability 

4 Health and Well-Being 

5 Children and Young People 

6 Creating Safe Communities 

7 Creating Inclusive Communities 

8 Improving the Quality of Council 
Services and Strengthening Local 
Democracy





Reasons for the Recommendation:

The Council has a legal duty to recover the costs of administering the issue and 
enforcement of Taxi Licences.

What will it cost and how will it be financed?

(A) Revenue Costs

None

(B) Capital Costs

          None

Implications:

The following implications of this proposal have been considered and where there are 
specific implications, these are set out below:

Legal                                     

Human Resources               

Equality
1. No Equality Implication

2. Equality Implications identified and mitigated

3. Equality Implication identified and risk remains

Impact on Service Delivery:

None.

What consultations have taken place on the proposals and when?

The Head of Finance and ICT has been consulted and XXXXXXXXX 

The Head of Corporate Legal Services has been consulted and XXXXXXX 

Are there any other options available for consideration?

N/A





Implementation Date for the Decision

N/A

Contact Officers: Andrew Naisbitt / Nick Carbonaro
Tel: 0151 934 4014 / 2620
Email: andrew.naisbitt@sefton.gov.uk / nick.carbonaro@sefton.gov.uk 

Background Papers & References:

 Town Police Clauses Act 
 Local Government (Miscellaneous Provisions) Act 1976
 Restructure of the Taxi Licensing Section (L&R 24th March 2003)
 Hackney Carriage and Private Hire Licence Fees (L&R 24th January 2005)
 Review of Taxi Licensing Portfolio (L&R 31st March 2008)
 Restructure of the Taxi Licensing Enforcement Team & Reduction of Driver 

Licence Fees (L&R 19th April 2010)
 Taxi Licensing Fees 2013/14 (L&R 11th March 2013)
 Taxi Licensing – The Use of the Taxi Licensing Reserve Account (L&R 10th March 

2014)
 Counsel Advice – “Advice Regarding the Use of the Taxi Licensing Reserve 

Account2 (Hercock 12th August 2009)
 Final Internal Audit  Report – January 2015

1.0 Background

1.1 In March and April 2003 the Licensing and Regulatory Committee, considered a 
report entitled ‘Restructure of the Taxi Licensing Section’ and approved:

 A restructure and increase to the Taxi Licensing Service staffing 
establishment; and

 Changed accounting arrangements, including the establishment of a “ring-
fenced” Trading Account to be operated on a “break-even” and the creation 
of a central taxi licensing reserve account, into which any  surplus income 
achieved in 2002/03 would be transferred.

1.2 The proposals of the above report were developed in consultation with the local 
hackney carriage and private hire trade, through the Joint Trades Working Group.

1.3 At the meeting of the Licensing and Regulatory Committee held on the 6th 
September 2004, Members considered the 2003/04 Revenue Outturn Report 
which identified that:

 The Taxi Licensing Service budget had shown a deficit of £34,739 in 
2003/04;
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 That this deficit was balanced from the previous net surpluses held in the 
reserve account ; and that

 The balance within the reserve account was reduced accordingly, from a 
closing balance of £62,533.60 in 2002/03 to a closing balance of 
£27,794.60 in 2003/04.

1.4 On 24th January 2005, the Licensing and Regulatory Committee considered a 
budget forecast produced by the Finance Department in December 2004,that 
highlighted a potential deficit of £26,100 for 2004/05 which would be balanced by 
funds from the reserve account further reducing the balance of that account to 
approximately £1,700. Furthermore the budget forecast also predicted a net deficit 
of £34,800 for 2005/06, thus in order to achieve a balanced budget the Committee 
approved a fee increase of typically 15% per licence.

1.5 The fees remained constant until March 2008 when an in depth review of the Taxi 
Licensing Service was carried out. At this point the reserve had a credit balance of 
£219,409.60. After due consultation with the Trades, Members decided to 
discount the majority of licence fees by approximately 14%.

1.6 Despite this proactive step to reduce the annual surpluses that had been 
generated the closing balance for the reserve account in 2007/08 was 
£355,629.00. The impact of the reduced licence fees had been negated by other 
factors. In 2008 and 2009, the Service experienced an unprecedented surge in 
applications for private hire licences fuelled by a vigorous expansion programme 
by a local private hire operator. The net outcome was an increase of almost 15% 
in licence applications. Consequently the taxi budget ended the year with a 
surplus of £114,068.00, increasing the reserve account balance to £469,688.60.

1.7 After further review and consultation with the Joint Trades Group during March 
2010, the Licensing and Regulatory Committee agreed to:

 Increase the size of the Taxi Licensing Enforcement Team;
 Reduce Hackney Carriage and Private Hire Driver License fees by 25.9%; 

and
 Reduce Hackney Carriage and Private Hire Vehicle Licence fees by 8.3%.

1.8 The net effect of the changes was to eliminate the annual budget surplus.

1.9 On 11th March 2013, Members were advised that licence numbers had peaked 
and had fallen by 1.5% in 2011/12 and that the downward trend would continue. 
However corporate vacancy management and efficiency savings through service 
improvements achieved as a result of integrating the taxi licensing function into 
the Council’s two One Stop Shops had meant the reserve account had continued 
to grow. At close of accounts in 2011/12 the reserve stood at £652,202.

1.10 Members agreed to freeze the taxi licensing fees and charges in 2013/14 pending 
the outcome of a review of the costs of ongoing service provision. The review was 
to include an assessment of the compliance with the relevant provisions of the 
Local Government (Miscellaneous Provisions) Act 1976 and subsequent 
independent legal advice.



1.11 Licence fees have fallen in real terms because they have not been adjusted to 
take account of annual inflation pressures.

2.0 Legal Position

2.1 The Local Government (Miscellaneous Provisions) Act 1976 (“The 1976 Act”) 
entitles the Council to recover the cost of administering the hackney carriage and 
private hire licensing service:

i) Section 53 – Driver’s licences for hackney carriages and private hire 
vehicles.

“Notwithstanding the provisions of the Act of 1847, a district council may 
demand and recover for the grant to any person of a licence to drive a 
hackney carriage, or a private hire vehicle, as the case may be, such a fee 
as they consider reasonable with a view to recovering the costs of issue 
and administration and may remit the whole or part of the fee in respect of 
a private hire vehicle in any case in which they think it appropriate to do so”

ii) Section 70 – Fees for vehicle and operator’s licences.

“(1) Subject to the provision of subsection (2) of this section, a district 
council may charge such fees for the grant of the vehicle and operators’ 
licences as may be resolved by them from time to time and as may be 
sufficient in the aggregate to cover in whole or in part – 

(a) The reasonable cost of the carrying out by or on behalf of the district 
council of inspections of hackney carriages and private hire vehicles for 
the purpose of determining whether such a licence should be granted or 
renewed;

(b) The reasonable cost of providing hackney carriage stands; and
(c) Any reasonable administrative or other costs in connection with the 

foregoing and with the control and supervision of hackney carriages and 
private hire vehicles.”

2.2 There have been a number of legal challenges as to the use of the licence 
revenue resulting in further clarification of the rules governing licence revenue:

i) The statutory power to charge fees for the grant of licences is not to be 
used to raise revenue generally, (Liverpool City Council [2003]).

ii) The hackney carriage and private hire licensing regime is intended to be 
self-financing. It incorporates statutory powers to finance it by charging fees 
(R v Liverpool City Council [2001]); and

iii) The 1976 Act expressly reveals that parliament intended the licensing fees 
to be specifically used for:

 The cost of issuing drivers’ licences and administration;



 The reasonable cost of carrying out inspections of private hire and 
hackney carriage vehicles to determine whether such vehicles 
should be granted or renewed;

 The reasonable cost of providing hackney carriage stands;
 Any reasonable administrative or other costs in connection with the 

cost of inspections and hackney carriage stands; and
 Any reasonable administrative or other costs in connection with the 

control and supervision of hackney carriage and private hire 
vehicles.

2.3 Guidance on these issues is however provided by R V Manchester City Council ex 
p King [1991]. In this case, the Court of Appeal considered the analogous street 
trading licensing regime which included a statutory power to charge fees as the 
authority considered reasonable for the grant or renewal of a street trading licence 
or consent. The Court held that the authority was not merely confined to the cost 
of issuing the licence, it might also take into account the costs it would incur in 
operating the scheme, including the prosecution of those who traded without a 
licence.

2.4 Thus provided a “golden thread” can be demonstrated to the provision of Taxi 
Licensing, the expenditure from the Taxi Licensing Ring Fenced Account can be 
justified, or put another way the service must be directly associated with the cost 
of operating the licensing scheme.

3.0 Use of the Reserve Account

3.1 In 2010 the Council reduced Taxi licence fees to achieve a year on year break 
even budget, however despite fees remaining constant, indeed falling in real 
terms because no inflationary adjustment has been applied, the reserve account 
has continued to grow. The main reasons for this are three fold:

 A major private hire operator is based in Sefton;
 Relatively low licence fees and the realistic prospect of work; and
 Ongoing efficiency savings by the Council.

3.2 Due to the financial pressures on the Council there have been a number of 
suggestions about use of the reserve account from both within and from outside 
the Council.

3.3 Applying the law as stated means the following expenditure can be justified from 
the account as a clear ‘golden thread’ to the provision of Taxi Licensing can be 
demonstrated:

 Administration and support services provided by Arvato Government 
Services, including the processing of licence applications and the issue of 
licences;

 The direct costs of the Taxi Licensing Team;
 The time spent by Senior Officers in the decision tree;



 The cost of trade meetings, (i.e. meetings between the Council and the 
trade to discuss matters of policy and practice etc);

 Committee time and preparation, proportional based on business;
 The cost of provision of legal services to the  Service (including external 

fees);
 The cost of research and policy development, for example the ‘Demand’ 

Survey; and
 The basic provision of Hackney Carriage ranks if the Council determines 

they are necessary.

3.4 Applying the law as stated means matters unrelated to the taxi licensing cannot be 
justified from the account even if supported by the trades as a clear ‘golden 
thread’ to the provision of Taxi Licensing cannot be demonstrated, for example:

 Taxi Marshalling – there is no direct link to the licensing of hackney 
carriage and private hire vehicles and drivers. Marshalling typically 
focusses on alcohol related disorder and not the licensing function;

 Public Toilets and maintenance – there is not direct link to the licensing of 
hackney carriage and private hire vehicles and drivers. Whilst it is accepted 
drivers may make use of these facilities their provision is clearly outside the 
licensing regime

 Shelters on Hackney Carriage Ranks – again whilst there is a possible 
benefit to the trade for the use of street furniture other than the statutory 
marking of the rank is outside the licensing remit.

 The cost of prosecution of offenders – once the decision is made to 
investigate criminal breaches of the legislation and institute proceedings, 
costs are outside the licensing regime and should be recovered through the 
courts.

 Generic enforcement – only the taxi related aspects of the work could be 
recharged.

 ‘Community Goodwill’ – eg charitable donations or community projects.

4.0 Review of the Reserve Account

4.1 Members of the trade have previously queried the charges levied against the taxi licensing 
account. This was as a result of  a FOI (Freedom of Information) request to the Head of 
Finance and ICT for a detailed breakdown of costings charged to this account. 

4.2 A review of the Taxi Licensing funding streams was undertaken as part of the Internal 
Audit Plan approved by the Audit and Governance Committee on 25th June 2014. 

4.3 The final internal audit report was presented in January 2015. The work was designed to 
comply with the Public Sector Internal Audit Standards.

4.4 The scope of the audit was restricted to an assessment of compliance with 
relevant provisions of the 1976 Act (and subsequent independent legal advice) 
and the following areas in respect of the ring fenced taxi licensing account:



 All driver, vehicle and operator fee income is posted to the account
 Costs charged are legitimate and apportionments are made on a justifiable 

basis; and
 Other costs that could be charged to the ring fenced Taxi Licensing trading 

account.

The scope of the audit was in part influenced by questions from the trade via the joint 
trade working groups / and the  freedom of information request concerning the Council’s 
use of the licence fee revenue.

4.5 The audit identified areas of good practice specifically:

 Legal advice has been obtained from Counsel regarding the use of the Taxi 
Licensing Revenue;

 There is a ring fenced account and calculated annual surpluses/deficits are 
held in a reserve account; and 

 The vast majority of direct costs charged to the account are directly 
relevant to the provision of the taxi licensing service.

4.6 The audit identified key areas for improvement:

 The calculation of the annual year end surplus/deficit has previously been 
incorrect and as a result the reserve account requires adjusting and 
restating;

 Some costs have not been fully charged to the Taxi Licensing trading 
account, for example the apportionment of ‘Arvato’ costs, the appropriate 
costs of key employees that have not been charged to the trading account, 
i.e. service management and central recharges

 The reserve balances are excessive at over £800k and action is required to 
bring the reserve back to a modest surplus; and .

 The process for calculating appropriate licence fees must be updated 
 

4.7 In accordance with the audit’s recommendations, the Council’s Financial Management 
team has reviewed the financial records for the last five financial years and recalculated 
the charges and balances that need to be applied to correct the year end calculation errors 
to the Taxi Licensing trading account. A year by year breakdown since 2010/11 is 
appended to this report as Annex 1. 

4.8 If the Council applies the year on year correction for the full five year period then the 
reserve account would have to be adjusted and restated  by a debitof £623,541.00, broken 
down as follows:

Financial Year Adjustment
2010/11 £148,025
2011/12 £109,340
2012/13 £102,913
2013/14 £128,140



2014/15 £135,123
Total Correction £623,541

4.9 The accounting errors identified means that the local council tax payer has been 
inadvertently subsidising the local taxi trade.

4.10 On 31st March 2015, following the closure of the 2014/15 accounts, the taxi licensing 
reserve account has a credit balance of  £905,274 . Applying the full five year correction 
to the accounts would reduce the reserve balance to £281,733.

5.0 Ongoing Fee determination

5.1 The projected cost of providing the combined taxi licensing services for 2015/16 is 
estimated at £627,478.44 and the projected income generated form taxi licenses £548,800 
meaning a projected trading deficit of £78,678.44 for the year, (Annex 2). This shortfall 
will need to be met from the trading account reserve.

5.2 Assuming costs and income remain constant the current projection suggests the taxi 
reserve will fall into deficit during 2018/19:

Financial Year Ending Projected Adjustment Projected Reserve Account 
31st March 2015 £281,733.00 *
31st March 2016 £78,678.44 £203,054.56
31st March 2017 £78,678.44 £124,376.12
31st March 2018 £78,678.44 £45,697.68
31st March 2019 £78,678.44 -£32,980.56

*based on the assumption of five year re adjustment of the taxi reserve account

5.3 This timescale will shorten if licence numbers continue their current downward trend or 
the Council’s costs increase.

5.4 The recent audit report recommended that an annual forward projection be undertaken to 
estimate the balance on the Taxi Licensing reserve account three years in advance and that 
the licence fees must be reviewed and set annually in an attempt to cause the reserve 
balance in three years to have a modest surplus.

5.5 The key question is what is a ‘modest’ balance? It is suggested that in Sefton’s case that 
this figure should reflect the cost necessary to cover the minimum annual liabilities. The 
service is primarily labour intensive which suggests the balance should cover at least the 
annual employee costs, projected for 2015/16 to be £278,070.48. Applying this to the 
current projection indicates the reserve account will fall into deficit during the current 
financial year:

Financial Year Ending Projected Adjustment Projected Reserve Account 
31st March 2015 £281,733.00
1st April 2015 £278,070.48 £3,662.52

31st March 2016 £78,678.44 -£75,015.92



5.6 This projection is based on the Council implementing the financial corrections detailed in 
paragraph 4.8 above, the figures quoted in paragraph 5.5 are a worst case scenario should 
the full correction be applied. 

6.0 Trade Consultation

6.1 [Insert summary of trade views following consultation]

6.2 [Link to Annex of Trade Feedback]

6.3 [Insert any response to trade issues]

7.0 Issues for Consideration

7.1 Members guidance is sought on the level of correction to be applied. Accounting errors 
have given a false impression of the ‘health’ of the trade account. As stated the legislation 
permits the Council to recover the full costs of operating the taxi licence service.

 
7.2 Full recovery will have an almost immediate impact on the taxi trade and licence fees will 

have to be increased to offset any negative balance on the reserve account. The level of 
those potential fee increases can only be determined once cost recovery is determined.

7.3 Since 2008 the hackney carriage and private hire trades in Sefton have 
experienced an unprecedented level of relatively low licence fees, for example 
typical fees for a drivers licence for a three year period are as follows:

 Halton £168.50
 Knowsley £235.00
 Liverpool £150.00
 St Helens £180.00
 Sefton £57.60
 Wirral £129.00

7.4 The licence fees are charges for 2016/17 and beyond cannot be determined until 
the previous years’ calculation errors have been resolved and the level of the 
reserve account determined.

7.5 The level of correction also needs to be resolved prior to the Council’s budget 
setting process for 2016/17.



Appendices


