Preface

In response to the various FOIs we have received, the Department for Communities and Local
Government is publishing relevant correspondence with Surrey County Council and MPs '
regarding its 2017-18 financial settlement and the prospect of a possible referendum on council
tax. The Written Ministerial Statement, bélow, of 9 February explains the Government’s
position, which is supported by this correspondence published today.

b

Written Ministerial Statement )

Further to the points raised in the House yesterday on Surrey County Council and local -
government finance, I would like to take the opportunity to put some facts on the record.

Surrey'County Council’s budget and council tax is a matter for the council. Surrey’s elected
councillors voted through their 2017/18 budget on Tuesday 7 February, based on the draft
Local Government Finance Settlement, Surrey County Council have been clear that their Budget
decision (setting a level of council tax which is not above the referendum threshold) was theirs

alone,

As part of the statutory draft Local Government Finance Settlement consultation, the
Department for Communities and Local Government discusses local government funding with
* councils across the country, of all types and all political colours. This happens every year, and
necessarily involves councils making direct representations to the Government.

DCLG will publish the final settlement later this month, and the House of Commons will then
vote on it. This is entirely transparent, and detailed funding figures for every council are

published as part of that process.

Whilst the final settlementhas yet to be approved, the Government is not proposing extra
funding to Surrey County Council that is not otherwise provided or offered to other councils
generally. There is no ‘Memorandum of Understanding’ between Government and Surrey

County Council. In the draft Settlement published in December, Surrey’s core spending power is

forecast to rise by 1.4 per cent from 2015/16 to 2019/20. We believe this provides a
sustainable base on which the council can plan ahead and allocate their £1.7 billion a year

budget.

We are, however, conscious of the medium and long-term pressures that all councils face from a
-growing and aging population. The Government is therefore delivering broader reforms to local
government finance - through bespoke Devolution Deals, the integration of health and social




care, a Fairer Funding eview, medium and Jonger-term reforms to support adult social care,
and the move, from 2019/20, to 100 per cent business rates retention across the country. All
these reforms_have been discussed in recent weeks with Surrey and othér councils from across
the country as part of the Local Government Finance Settlement process. .

The Local Government Finance Bill, that Parliament is at present considering, will legislate to
deliver.the reforms to business rates. A number of pilots are already taking place from April
2017 in combined authorities and unitary councils across the country. These will take place in
Liverpool Greater Manchester, West Midlands, West of ngland, Cornwall and Greater London.
The Government plans to undertake further pilots in 2018/19, in areas without a devolutlon

deal, including two-tier council areas. The nationwide rollout will then take place across
 ngland in 2019/20.

Surrey County Council informed the Government that they wished to become a pilot area. The
Secretary of State for Communities and Local Government told them that this was not possible
for 2017/18, but said that, sub ect to due process and meeting the necessary criteria, they could
participate in the 2018/19 pilot. All other councils will be free to apply to participate in these
pilots, and the Government invites them to do so. The Department for Communities and Local
Government has already held discussions about the 2018/19 pilots with several councils and it
will be pubhshmg more information shortly. -

The Government’s wider reforms to local government funding will make councils less
dependent on money from Whitehall, ensuring all councils have strong incentives to support.
local obs and local firms, and directly benefit from the proceeds of a growing economy.
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- 109% Business Rates Refeition Pllot Agreement: 00O

This.agreement sets cut the-terms by which the local authorities Tisted at Annex B -

{hereafter referred fo as the [XXX] authorities) will pilot 100% business rates
- retention. ' I o

This agreemetit cormes into effect from [1 s April 2017] and expires et the natibna1

introduction of full business rates retention. . ) S

' The pilot is to be without defriment fo the resoufces that would have been ava ilable

“to individual XXX -authorities 'under‘the‘_cmjr_fa'n_t local government finance regime;, over

the fsur year Setflement period, including the resources that wauld have bsen
available to the councils under the 50% busiriess rates- refentlon scherne. Details of
this arrarigement are set out under Annex A. o ‘ ‘

" From 1% April 2017 the XXX authorities wil retain 100%" of their non-domestic rating

income? plus compensatien, via section 31 grant; for Governiment announcements
~ that have reduced business rates income.  Total compensation due-to XXX
. authorities will amount to100% of the value ofthe lost income. Tariffs and top-ups
Wil be adjusted ‘o ensure cost neutralfity. In rmoving to 100% rates retention: '

. DCLG wil ne longer pay Revenue Support Grant to the XK authorities.

The value of whaf would have basn this grant in 2017718 is-set out in Annex
-CF Under the terms of the multi-year settiement agreed with XXX authorities,
the Govormment hias agreed fo provide greaterceriainty about Revenue
Support Grant totals from. 2017-18 until the end of the Parllament. Whilst
RS totals will need tg take account of fuitire events such as the tra nsfer of
functions to jocal autitorites,. transfers of responsibility. betwesn authorities
-andl other unforeseen evettts, the Government expects the totais satoutin
Annex Cfor fufure years lo be 'ﬁ.ose-used‘in future loca/ government finance

ssttlements.

- "Government D_e}ia'rt‘menf Awill no longer pay [mame ‘of grant] o the XXX
aulhorities c S ' .
" Govemment Departrent B will no longer pay [narme of grant] to the XXX
authotities _ JE .
- Government D'ep_al-th"ient.c will no Ibnt_:ier pa-y. fname of granf] to the XXX
' authorities ' . e R

"

1 3% will be retained by the billing authority; y% by [tier] andiz% by the Fire and Rescue Authority. '
¥ po dafitved Inthe Non-Domestic Rating {Rates Retention) Regulations 2013 (S[2073/M452) (a2
grmended). R ' o

" 4 Figires in Annex C are set for 3 years 2017/18 — 2019/20, These are subject fo-chiange n 2018/19 - 7

should funding allocations increase for the services funded {hrough business rates.




“The value of grants, other than RSG, are 'aﬁso get.out at. annex ¢, but fqr.'-zoﬁ-‘-j-&-
" anly. These.are subject to-change in 2618 should qudih'g allocations-for
those services change. : : .-

Business rate shares; iaﬁffs;ér_;d'top ups anc'll.j:‘shseﬁné fimiding levels for 201 7118 for
the XX authorities are set plit in Annex C. . ' ‘

Uniess athenwise indicated in this.agreement, the levy an'q.‘safety-net,p_aymen_tsfdﬂe T
- t0-X¢X authoiities will be calculated, in-accordance With the Noh-Demestic Rating.
(Levy and Safety Netj Regulations 2013 (81.20131737) {as amended), as if the xxX
-authotities weré nof 100% pilots. Hence, the calcutations of levy and safety net - -
- payments dus to the “pools™.of which X, ¥ -and Z.are members, will also be made as
if those authorities vere aperating under the:50% rates refention scheme:

Nqﬁm'rthstanding the calcula_’&i"onlof levy and safety net payrhgh—ts- under the
Regulations, as set qut above, the: Government will additionally calculatelevy and
safety net payments due to individual x00f authorities-or'the basis of their *retained
income” as 100% pilotauthorities and against a zeio-levy rate and "safety nét '

threshold" of 97%. T o L -

Any.safety net payment due & aTasult of th_‘leﬁe‘r':a-ffd.‘.‘i:ll‘aﬁQns: will be paid via a section
31 grant (having regard to any sums already paid to individual autherities (ieignering
. pocl payments) as a fesult:of the application ofthe Levy and Safety net Regulations.’

The Government is commitied to.work with the XXX authorities to develop and
deepen the pilot far 2018/19 i line with the:amhbitions of the authotities. For
2018719, the Government and XXX authorities will revise the pilot to reflect-any

", ¢hanges to funding allocations; and will consider réviewing the termis of the pilotwith
© a view to the possibility of: 0 o

- rolling-in further grants and fundiig-streams, (witf cc'i'nmensuréte : _
adjustinents to fariffs and top-ups), Including those that might assist the
© XXX authorities 16 grow jobs:and improve their skill base; and '

- assisting the XXX authorities to provide the necessary infrastructure to
grow jobs and skills, by creating an invesfment capability to support ‘
growth by means-of adjustments to-the opération of the pilot and the
hisiness: tates retained under it. o '




. Annex A: No Detriment

] Galculat’inn “No-Detriment”

7 . The 100% pilot is without detnmeni to the resources Hiat would have been
available td the XXX authorities lnder the current local government finance

regime over the fouryear setllement period. - -

2 In any—yéar for which the pildtexiefs, to the exterf that the pilot arangements
result in fewer resalirces being available.fo 304X authorlties than would have

been the case under the existing local government: fmance redime, the .
. Government will make good the dlfference as measured at the levél of the p!lof

area.

© 3. The'ne. detrlment’ calculation wil be undertaken fo]lowmg the end of the financial
year and the submission of certified figures for non-domestic rating . income (le- 3
follovidfg submission of ceitified NNDR3s) and anypaymeat due from the
Govemment will be made on: the same daie as any other 201?/1 ki reconclhation

cr safety net payments

Principles

4. To calculate whether the "no detiment” clause is ‘mggered for each mdwrdua{
autherity we will compare the. difference between (A) and (B) for-each year,

' where

' '(A) is the sum that would have béen retamed by the XXX authon'aes under the
50% rates retention scheme in that year and (B} is the retairied business.
rates_lnccme ac;ually tetained under the pilof.

A and B will compriss the following; :
W
i . 50%* of certified non domesti’c:-"l?a‘tés- income for the O
ii. ‘campensation for Enterpnse Zone reiiefs — (eurrently deduc’tad :
- from the ‘central share’);

i, the tarififtop-up paytment that the authioriies would have
' ‘paid/received if the authurrtres had nol been part of the 100%

- pilot®-

#1% going fo the Fire and Rescue Avtherity




v, any safety nét payrrent ihat wolld-have- ‘beeﬁ due to. tﬁé
*authorifies under the:50% scherie based on a safety het
lthresho[d aof 92.5% of Baselme Fundlng Level and

v, the section 31 payments resdlilng fram Governmeni‘
. annauncemenhs that have impacted on retained busmess rates -
" . income that would have been due: tc the authontles underthe

0% achemes;

vil the amaount of revenue support grant thatwould hawve been pald
ta the authoriiles The amounts are listed af Annex c. o, s

: (B)

i 1 00% of certified non domesflc tates i mcome
i The tarfffop up payment for the.authd ity ior the year,
iii. = Any safeiy net payment, and/or §.31 paymerit in lieu of a safety nat
payment based or'97% of thé: baseline funding IEVel forthe year;
fv. . Séction 31 grants due under 100%. rates retenﬁon , including:
cumpensatlon for Enterprise: Znne rehefs

.The differsnces between (A) and (B at 'the authonty Ieveivwll theh-be _
aggregated at the-pilot level and only if A B gtthe aggregate level, will'a
payment be due from central govemmeni o the valne of that posﬂwe

d [fferen ce.

5. The 100% pliot will appiy from: 1 Apnl 2017 and the: benef;ts and prowsqons due
10 each authority under 100% rates refenticrf will apply-from this date. Prior year
adjustments for years before 2017 18 will continue te be based on the 50%

scheme. This includes:

o

¥ For 2017/18, this wiil be a "national” tariff and top-up based én the 207 817 tanﬁltop-Up, adfusted for *
+ the "Reévaluaticn wash-through® that would have applied I the authority had not been = 100% pilet.

For2018/19, it will be the 2017/18 "notional" terifffop-up atjisted for the revenye support granit that™

‘wlll have been included indn, the 204 BnB pilots; farihe dn-geing “Revalwation wash-through™ and for~
the recanclhatlcn of the 2(117/18 “Revaliation "wash-through’. adjl.rsfcnent and multhlled by the

change In the simail busmess rates mu[ttplrer

s For.2017/18, ‘as set out'under Annex GC; and for 2018719, the VEIus for 2017118 adjusted forthe

revenue support grant that would have been transfarred In' 204 8/19, forthe onh-going "Revaluatton
wash—through and for the reconciliation of the 2017/18 adjusiment; and. multiplied by the change.i |n

the. srnall busingss ratesmuttipiier, .

7 Thie ealculation of sectian. 31 grants due to authorities will be based on 100% jocal shargs — —except
nisafaras the ewsiing "50%" sharas will continue to'be tsed in: respect of adjustments: pncr to

201?!‘1‘8




uthiorities in XXX Pilot

A




 Arinex € "

' The amount of graritto be rolled in to 100% rates retenfmn is: the RSG thatwou!d
fiave gone to each constituent aui'honty in 2ach of the years. 2017!18 to 201920

Amount (£rn_t)i .

1 'Amount (Em}

. Authority ' mo! Amount (Em)
for 201718 for 201818 for 2019/20°
A X X X
B X X X
¢ X X X
O X X X
E X T X X
7 X ES X
G X X X
Grant (Department A}
) Amount (£m)
‘ for2047-18 -
A X
B X
G X
. D .S
F - X
G - X




_Grant (De partment'B)

Amournt Em)
for 2017-18"

o|nim|olo|w(»|.

' Grant (Department C)

el bl sel <5<
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x%xxxXX
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Baseline Funding Level
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Tariffs and Top Ups,

Authority

r

A

Amount (Em) for 201748 |
-] Top-up {(*ve}or Tariff (-ve)

‘ %

F %
G ¥







