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Title: Local Government Finance Bill

Impact Assessment (IA)
IA No: Date: 15/11/2011

Lead department or agency: Stage: Final

Department for Communities and Local Government Source of intervention: Domestic

Other departments or agencies: : —
Type of measure: Primary legislation

Contact for enquiries:

Summary: Intervention and Options RPC Opinion: RPC Opinion Status

Cost of Preferred (or more likely) Option

Total Net Present Business Net Net cost to business per | In scope of One-In, Measure qualifies as
Value Present Value | year (EANCB on 2009 prices) One-Out?

£m £m £m No ouT

What is the problem under consideration? Why is government intervention necessary?

Tackling Britain’s record deficit is Government’s top priority. The consequences of not acting could be
serious: higher interest rates, business failures and rising unemployment.

The Spending Review was underpinned by a radical programme of public service reform, to change the
way services are delivered by redistributing power away from central government and encourage economic
growth. This programme is built on the Coalition principles of increasing freedom and sharing responsibility
by localising power and funding, including by removing ring-fencing around resources.

What are the policy objectives and the intended effects?

Tackling Britain’s record deficit is Government’s top priority. The consequences of not acting could be
serious: higher interest rates, business failures and rising unemployment.

The Spending Review was underpinned by a radical programme of public service reform, to change the
way services are delivered by redistributing power away from central government and encourage economic
growth. This programme is built on the Coalition principles of increasing freedom and sharing responsibility
by localising power and funding, including by removing ring-fencing around resources.

What policy options have been considered, including any alternatives to regulation? Please justify preferred
option (further details in Evidence Base)

The changes outlined above have an existing basis in Primary Legislation, making it necessary to introduce
further legislation in order to bring forward the Government's aims.

Details on the options considered for each individual policy contained in this Bill are set out in their individual
Impact Assessments.

[upon publication, include links to each policy IA]

Will the policy be reviewed? It will not be reviewed. If applicable, set review date: Month/Year

Does implementation go beyond minimum EU requirements? N/A

Are any of these organisations in scope? If Micros not Micro <20 Small Medium | Large
exempted set out reason in Evidence Base. Yes/No Yes/No | Yes/No | Yes/No | Yes/No
What is the CO, equivalent change in greenhouse gas emissions? Traded: Non-traded:
(Million tonnes CO, equivalent)

I have read the Impact Assessment and | am satisfied that (a) it represents a fair and reasonable view of the
expected costs, benefits and impact of the policy, and (b) that the benefits justify the costs.

Signed by the responsible SELECT SIGNATORY: Bob Neill MP Date: 15/11/11




Evidence Base (for summary sheets)

The Local Government Finance Bill - Summary Impact Assessment

Tackling Britain’s record deficit is Government’s top priority. The consequences of not acting could be
serious: higher interest rates, business failures and rising unemployment.

The measures in this Bill build on the radical changes this Government has already begun to give local
authorities greater influence over their local area through the Localism Bill. Increasing local control over
public finances is one of the underpinning elements of the Government’s Decentralisation agenda. The
Government is committed to creating the conditions for communities to invest in their own success by giving
them more power over spending as well as control over the tax they raise and keep.

The Spending Review' last year set the path for public spending over the next four years in line with the
Government’s deficit reduction plan. The Budget 20112 described how the Government intends to create the
right conditions that will help the private sector grow and remove unnecessary barriers that can stifle
economic growth. The ‘Plan for Growth’®, published by HM Treasury and the Department for Business,
Innovation and Skills alongside the Budget this year, outlined the results of the Government’'s Growth Review
and is an urgent call for action to help Britain regain its lost ground in the world economy

The Spending Review was underpinned by a radical programme of public service reform, to change the way
services are delivered by redistributing power away from central government. This programme is built on the
Coalition principles of increasing freedom and sharing responsibility by localising power and funding,
including by removing ring-fencing around resources.

The Government is introducing specific measures to support this programme of giving greater financial
freedom to local authorities and their communities. These measures have been announced in the
Spending Review and in the Local Government Resource Review and require legislative changes.
These legislative changes will be made in the Local Government Finance Bill 2012.

Annex A summarises the impacts of individual policies in the Local Government Finance Bill (attached
separately)

Annex B summarises the Bill’s regulatory Ins and Outs.

Annex C covers specific impact tests.

! http://www.hm-treasury.gov.uk/spend_index.htm

2 http://www.hm-treasury.gov.uk/2011budget.htm

3 http://cdn.hm-treasury.gov.uk/2011budget growth.pdf



http://www.hm-treasury.gov.uk/spend_index.htm
http://www.hm-treasury.gov.uk/2011budget.htm
http://cdn.hm-treasury.gov.uk/2011budget_growth.pdf

1uswdojanap ssauisng abeinoous
0] Buljim asow Bulaq sanloyine
[e00] wolj Jjsuaq Aew — ssauisng e
"9AIUBOUI SB)kBl SSauIsnq
8y} Jo }nsal e se AJIAljo. 2ILIOU02d
paseaJoul 0} anp yymolb oiwouoos
[euonippe wouj Jlijouaqg Aew — A19100G e
"S|OA8]| 1SBD210)
anoge ymmolab sajel ssauisng Aue dooy
[IM JUBWUIBA0H |BD0T "SJUBWIHWWOD
uonoNpal JIdep SH YIM aul| Ul ‘MaIneY
Buipuadg ey} ul Juswuianob 80| J0}
paysiignd s|e}o0} |0Jjuod ainjipuadxa
ay1 ulyum awsyos ay) abeuew o}
PaJIILLIWOD SBY JUSWUISAOS) 8y} ‘sieak
OM] }SJ1} BU} U] "8Ww0oul Sajel ssauisng
ul ymodB woly jysuaq |[Im Juswuianob
[e007 "uonUB)al S8)kI SSauIsSn(
Bunesodiooul swayos e ulyum
uonisod |eloueuly JIBY} 8ouUaN|juUl 0}
Jamod ay} aAey [|IM — SaljlIoyINe |e00T] e
"9WaYOS uonuslal sajel ssaulsng ay)
JO UOIONPOJUI BY} JO 10edw! 2IWIOU0DD
a)eboaibbe ay] a1ewi1so [|Im Yoiym Jeak
Mau ay) ul payslignd aq [|Im sisAleuy

ymmoub sejes ssauisng

[e20] uo puadap |Im Buipuny ul sebueyo
‘Jayealay| ‘dawayods ay) JO }8SIN0 8y}

Je @seq Sajel ssauIsng S}l JO }jnsal e se
JJO 9SIOM SI |IoUNOo9 ou jey) os ‘ sdn doy,
pue syue}, Jo wajsAs e ybnouy) saainosal
Jo Bulouejegal e 8pnjoul 8WBYIS uonualal
So)el SSaUISN( S JUBWUIBA0LD) ay |

‘sabueyo asay) Bunnuawajdwi yym ajoym
e Se Juswulanob |ea0| 0] S}S09 [euolippe
19U 8y} pun} pue SSasSE ||IM 8Mm ‘susaping

Mau uo Aoijod ay} yym adouepioodoe uj

‘Joljel

Sojel SSauIsng JO WaJSAS JuaLIng ay) ul

10 ‘paje|nojen aJe s||Iq sajel ssauIsng Aem
8y ul eBueyd ou aq |Im a8y 1.y} Jesjo
apew sey JUsWUIBA0L) 8y "ssauisng Jo}
S)s00 [euonippe Aue ajedionue jou op S\

awayos
uonuajau
sojel ssauisng

anjeA (ajewnsa anjeA  ajewi)sa
juasauad }s9q) juasaud }soq)

Jeak gL) | sbBuineg 1eal gL) }s09
uonduosaqg sbuiaeg Jenuuy uonduosag s}s09) lenuuy

sal91j0d jenpiAlpul 0} sjoeduw jo Auewwing - y Xxauuy



‘ed uol||iw 0Zp3F INoge 0} 018z

Jo abuel 8y} Ul 8q |IM pasiel Xe) |IouNod
[euOlIppE 8y "sjuswalies |efoueuly by
199w d|ay 0} anusAal asiel 0} 9|ge aq |[Im
Ooym sajjloyine [eoo| 8y} ale abueyo siy}
wo.y Bunyeuaq sdnoib pajosye urew ay |

wocy - 03

pue|bug ui jusjeainba

g pueg Jad oz3 Aj@rewixoidde jo
Jus|eAinba ayj 0] xe} |1IouUNo9 uo ainssaud
aAaIjaJ pjnom pajelausb anuanal eljxa
ay) ‘OnuaAal dziwIxXew 0} Saljl|IqIxal} oy}
as1019Xd salloyIne J| "sall|IqIxa|} 9say)
9S10J9X8 SaljlIoYyINe |B20| YoIYyM 0} JUdIXa
ay) uo puadap |Im Aed Aay) xe] enxo ay |

‘uoissassod ul seabebuow pue ‘sbuljjomp

Aidwa pue sswoy puoodss JO SIBUMO
uo [je} Ajuo |m 1oedwi xey ay| "siaAedxe)
[1ounod aJe sdnoub pajosye ulew ay

wocy -0 3

Xe] [19uno)
0} sw.iojal
|[esluyoa]

‘ueld

uononpad J1ouap 1ebpng S,JUBWUIBAOD
0} BuingLiuod ‘puejbu3l ul w Ozy3 Jo
Buines e ayew ||IM JUBWIUIBAOS) [BIud)

wocv3
(eyewnsa

}saq)
sbBuineg

anjeA
juasaud

Jeal gL)

"saljlIoy)Ne |eao|
[BNPIAIPUI JO SUOISIOBP 8y} uo puadap

(M sdnoub asay) SsoIoe S}S0d WOZY3
ay} Jo uonnguisip ay] ‘syuaidioal Juaind
uey} Jayjo sdnoub J08ye p|noI Xe} |IDUN0I
W0} 8nUdBAS) pasealdul Jo ‘seale Jaylo
uo Buipuads paonpal ybnouyy Buines

3y} qlosge 0} suoIs|oa ‘paonpal aq
pINOYS SpJeme swos Jay}jaym — awayds
J1ayy Jo ubisap ay) ybnoly) — asooyd

0} 9|qe 8] ||!m safjlioyine |ed0] Jey} siseq
8y} uo ‘syuaidioal Jpuaq xey |1ounod abe
Bunjiom aq |Im sdnolb pajoaye ulew ay |

wozy3
ajeuwll}sa
}saq)
}s0)

anjeA
juasaud
1eal gL)

sawayos
Joddns
Xe} [Iouno9
pasijeso]

uonduosaqg

sbujneg

jenuuy

uonduosag

S}s09) jenuuy




Annex B — Summary of the Bills regulatory Ins and Outs

All the legislative changes proposed have no impacts on business and therefore are not subject to
the One In One Out process.

Annex C - Specific Impact Tests

Statutory Equality Duties

Equalities screens have been completed for all the policies in the Bill. The results are outlined in the
relevant individual impact assessment. The following policies identified a potential equalities impact
and therefore completed a full Equalities Impact Assessment:

e Localising Council Tax support

e Technical changes to Council Tax

Economic Impacts (Competition, Small Firms)
The impacts of these individual policies are outlined in the relevant impact assessment.

Environmental impacts and carbon assessment
The policies in the Bill cover the areas of Local Government Finance only. There are no direct
impacts on the environment as a result of these policies.

Social Impacts
The impacts of these individual policies are outlined in the relevant impact assessment.

Sustainable Development
The impacts of these individual policies are outlined in the relevant impact assessment.
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		Title: Local Government Finance Bill

     

IA No: 

Lead department or agency:


Department for Communities and Local Government 

Other departments or agencies: 


     

		Impact Assessment (IA)


Date: 15/11/2011

Stage: Final

Source of intervention:  FORMDROPDOWN 


Type of measure:  FORMDROPDOWN 


Contact for enquiries:      





		Summary: Intervention and Options 




		RPC Opinion:  FORMDROPDOWN 




		



		Cost of Preferred (or more likely) Option



		Total Net Present Value

		Business Net Present Value

		Net cost to business per year (EANCB on 2009 prices)

		In scope of One-In, One-Out?

		Measure qualifies as





		£m

		£m

		£m

		No

		 FORMDROPDOWN 




		What is the problem under consideration? Why is government intervention necessary?

Tackling Britain’s record deficit is Government’s top priority.  The consequences of not acting could be serious: higher interest rates, business failures and rising unemployment.


The Spending Review was underpinned by a radical programme of public service reform, to change the way services are delivered by redistributing power away from central government and encourage economic growth. This programme is built on the Coalition principles of increasing freedom and sharing responsibility by localising power and funding, including by removing ring-fencing around resources.








		What are the policy objectives and the intended effects?

Tackling Britain’s record deficit is Government’s top priority.  The consequences of not acting could be serious: higher interest rates, business failures and rising unemployment.


The Spending Review was underpinned by a radical programme of public service reform, to change the way services are delivered by redistributing power away from central government and encourage economic growth. This programme is built on the Coalition principles of increasing freedom and sharing responsibility by localising power and funding, including by removing ring-fencing around resources.


 






		What policy options have been considered, including any alternatives to regulation? Please justify preferred option (further details in Evidence Base)

The changes outlined above have an existing basis in Primary Legislation, making it necessary to introduce further legislation in order to bring forward the Government's aims. 


Details on the options considered for each individual policy contained in this Bill are set out in their individual Impact Assessments. 


[upon publication, include links to each policy IA]





		Will the policy be reviewed?  It  FORMDROPDOWN 
 be reviewed.  If applicable, set review date:   FORMDROPDOWN 
/ FORMDROPDOWN 




		Does implementation go beyond minimum EU requirements?

		 FORMDROPDOWN 




		Are any of these organisations in scope? If Micros not exempted set out reason in Evidence Base.

		Micro FORMDROPDOWN 


		< 20

  FORMDROPDOWN 


		Small FORMDROPDOWN 


		Medium FORMDROPDOWN 


		Large FORMDROPDOWN 




		What is the CO2 equivalent change in greenhouse gas emissions? 
(Million tonnes CO2 equivalent)  

		Traded:   


		Non-traded:   
     





I have read the Impact Assessment and I am satisfied that (a) it represents a fair and reasonable view of the expected costs, benefits and impact of the policy, and (b) that the benefits justify the costs.

		Signed by the responsible  FORMDROPDOWN 
:

		Bob Neill MP

		 Date:

		15/11/11     





Evidence Base (for summary sheets)


The Local Government Finance Bill – Summary Impact Assessment


Tackling Britain’s record deficit is Government’s top priority.  The consequences of not acting could be serious: higher interest rates, business failures and rising unemployment.

The measures in this Bill build on the radical changes this Government has already begun to give local authorities greater influence over their local area through the Localism Bill.  Increasing local control over public finances is one of the underpinning elements of the Government’s Decentralisation agenda.  The Government is committed to creating the conditions for communities to invest in their own success by giving them more power over spending as well as control over the tax they raise and keep. 


The Spending Review
 last year set the path for public spending over the next four years in line with the Government’s deficit reduction plan. The Budget 2011
 described how the Government intends to create the right conditions that will help the private sector grow and remove unnecessary barriers that can stifle economic growth. The ‘Plan for Growth’
, published by HM Treasury and the Department for Business, Innovation and Skills alongside the Budget this year, outlined the results of the Government’s Growth Review and is an urgent call for action to help Britain regain its lost ground in the world economy

The Spending Review was underpinned by a radical programme of public service reform, to change the way services are delivered by redistributing power away from central government. This programme is built on the Coalition principles of increasing freedom and sharing responsibility by localising power and funding, including by removing ring-fencing around resources.

The Government is introducing specific measures to support this programme of giving greater financial freedom to local authorities and their communities.  These measures have been announced in the Spending Review and in the Local Government Resource Review and require legislative changes.  These legislative changes will be made in the Local Government Finance Bill 2012.


Annex A summarises the impacts of individual policies in the Local Government Finance Bill (attached separately)


Annex B summarises the Bill’s regulatory Ins and Outs. 


Annex C covers specific impact tests. 


Annex A - Summary of impacts to individual policies 


		Policy

		Annual Cost (best estimate

		Costs (10 year present value

		Description

		Annual Savings (best estimate)

		Savings (10 year present value

		Description



		Business rates retention scheme

		

		

		We do not anticipate any additional costs for business. The Government has made clear that there will be no change in the way business rates bills are calculated, or in the current system of business rates relief.


In accordance with the policy on new burdens, we will assess and fund the net additional costs to local government as a whole with implementing these changes.


The Government’s business rates retention scheme include a rebalancing of resources through a system of ‘tariffs’ and ‘top ups’, so that no council is worse off as a result of its business rates base at the outset of the scheme. Thereafter, changes in funding will depend on local business rates growth

		

		

		Analysis will be published in the new year which will estimate the aggregate economic impact of the introduction of the business rates retention scheme.


· Local authorities – will have the power to influence their financial position within a scheme incorporating business rates retention. Local government will benefit from growth in business rates income. In the first two years, the Government has committed to manage the scheme within the expenditure control totals published for local government in the Spending Review, in line with its deficit reduction commitments. Local government will keep any business rates growth above forecast levels.


· Society – may benefit from additional economic growth due to increased economic activity as a result of the business rates incentive.


· Business – may benefit from local authorities being more willing to encourage business development





		Policy

		Annual Cost (best estimate

		Costs (10 year present value

		Description

		Annual Savings (best estimate)

		Savings (10 year present value

		Description



		Localised council tax support schemes

		£420m

		

		The main affected groups will be working age council tax benefit recipients, on the basis that local authorities will be able to choose – through the design of their scheme – whether some awards should be reduced. Decisions to absorb the saving through reduced spending on other areas, or increased revenue from council tax could affect groups other than current recipients. The distribution of the £420m costs across these groups will depend on the decisions of individual local authorities.

		£420m

		

		Central Government will make a saving of £420 m in England, contributing to Government's budget deficit reduction plan.



		Technical reforms to Council Tax

		£ 0- 420m

		

		The main affected groups are council taxpayers. The tax impact will only fall on owners of second homes and empty dwellings, and mortgagees in possession. The extra tax they pay will depend on the extent to which local authorities exercise these flexibilities.  If authorities exercise the flexibilities to maximize revenue, the extra revenue generated would relieve pressure on council tax to the equivalent of approximately £20 per Band D equivalent in England

		£0 - 420m

		

		The main affected groups benefiting from this change are the local authorities who will be able to raise revenue to help meet tight financial settlements. The additional council tax raised will be in the range of zero to about £420 million pa.





Annex B – Summary of the Bills regulatory Ins and Outs


All the legislative changes proposed have no impacts on business and therefore are not subject to the One In One Out process. 

Annex C - Specific Impact Tests 

Statutory Equality Duties 

Equalities screens have been completed for all the policies in the Bill. The results are outlined in the relevant individual impact assessment. The following policies identified a potential equalities impact and therefore completed a full Equalities Impact Assessment:


· Localising Council Tax support


· Technical changes to Council Tax


Economic Impacts (Competition, Small Firms) 

The impacts of these individual policies are outlined in the relevant impact assessment. 


Environmental impacts and carbon assessment 


The policies in the Bill cover the areas of Local Government Finance only. There are no direct impacts on the environment as a result of these policies.  


Social Impacts 

The impacts of these individual policies are outlined in the relevant impact assessment. 


Sustainable Development 

The impacts of these individual policies are outlined in the relevant impact assessment. 


� � HYPERLINK "http://www.hm-treasury.gov.uk/spend_index.htm" ��http://www.hm-treasury.gov.uk/spend_index.htm� 



� � HYPERLINK "http://www.hm-treasury.gov.uk/2011budget.htm" ��http://www.hm-treasury.gov.uk/2011budget.htm� 



� � HYPERLINK "http://cdn.hm-treasury.gov.uk/2011budget_growth.pdf" ��http://cdn.hm-treasury.gov.uk/2011budget_growth.pdf� 
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