CABINET
19TH OCTOBER, 2004

ITEM NO. ........ 17,

LOCAL AUTHORITIESBUSINESSRATES GROWTH INCENTIVES

Responsible Cabinet Member(s) - Councill or Don Bristow, Resource Management Portfolio

Responsible Director (s) — Paul Wildsmith, Director of Corporate Services

Purpose of Report

1.

To provide information regarding the Government’s ssandround d consultation onLocd
Authorities BusinessRates Growth Incentives and to agree aresponse from the Courcil .

Information and Analysis

2.

In July 2003,the Government issued a consultation paper titled “Locd Authority Business
Growth Incentives’, which propaosed financial incentives for locd authoriti es to encourage
businessgrowth in their areas by sharing in increased businessrates. Businessrates or nort
domestic rates (NDR) are set nationally and colleded locdly. They are paid into anational pod
and are then redistributed to authorities, pro-ratato popuation. Authorities bea costs of
eoonamic development but do nd recave ay dired financial benefit.

The scheme is intended to give locd authorities that are succesSul in attrading business
additional revenuesto spend onlocd priorities. Thereisno povisionfor businessratesto be set
locdly, henceno businesses will pay more & aresult of the scheme.

In the autumn of 2003,the Government consulted ona series of principles for how the scheme
would operate. Cabinet agreed this Courrcil’s resporse in October 2003. That consultation dedt
with the principles of the scheme and it was gated at the time that “detail ed pradica operation
andimplicaions are not yet clea”.

The Government is now consulting on more detail ed technicd aspeds of the scheme, with four
speafic questions. The aurrent propasals onwhich views are now sought have been developed
with experiencefrom pilot areas and are largely in line with this Courcil’ s preferences,
expressed twelve months ago. One reservation abou the scheme generally isthat it is quite
complex and consequently does not help publi c understanding of courcils' finances.
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6. Though more detail s of the operation d the scheme ae emerging, it isnot possble to acarately
estimate the financial impad for Darlington a any individual courcil. The key variableisfuture
growth in businessrateable value. The scheme is based onan asaurancethat no courcil will
recave lessfundng as aresult of the scheme' sintroduction. The suggested resporse of this
Courxil i s attached at Appendix 1.

Legal Implications

7. Thisreport has been considered by the Borough Solicitor for legal implicaions in acordance
with the Courcil's approved procedures. There ae noisaues which the Borough Soli citor
considers neeal to be brought to the spedfic atention d Members, other than those highlighted
in the report.

Sedion 17 d the Crime and Disorder Act 1998

8. The oontents of thisreport have been considered in the context of the requirements placed onthe
Courxil by Sedion 17 ¢ the Crime and Disorder Act 1998, ramely, the duty on the Courxil to
exercise its functions with due regard to the likely effed of the exercise of thase functions on,
andthe need to doall that it reasonably can to prevent, crime and dsorder initsarea Itisnot
considered that the contents of this report have any such effed.

Consultation
9. No consultation hes been condicted in preparing this report.
Council Policy Framework

10. Theissues contained within this report do nd represent change to Courcil pdlicy or the
Courxil’ s pdlicy framework

Dedsion Deadline

11. The resporse to this Consultation Paper needs to be returned by 29%th October, 2004. However,
thisitem isnot deamed as urgent for cdl-in procedures as aresporse culd be returned by the
dealline subjed to Scrutiny views.

Conclusion

12. Aspreviously agread in October 2003,the stated oljedives of the propcsed scheme ae worthy
of suppat. The proposalsthat are the subjed of the aurrent consultation have been developed
largely in line with this Courcil’ s preferences that were included in the resporse to the first
round d consultation. A suggested resporse to this sscond consultationis attached at Appendix
1
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Reocommendation

13. Members are asked to nde the contents of this report and to approve the atadched draft resporse
of this Courril to the consultation.

Reasons
14. To ensure that the views of Darlington Borough Courcil are fully included in the Locd

Authoriti es BusinessGrowth Incentives consultation exercise.

Paul Wildsmith
Director of Corporate Services

Background Papers

ODPM Consultation Paper “Locd Authority BusinessGrowth Incentives Scheme”

David Hall: Extension 2303
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APPENDIX 1

LOCAL AUTHORITY BUSINESSGROWTH INCENTIVES (LABEI) —CONSULTATION
PAPER

SUGGESTED RESPONSE

1. Do you agreewith the Government’s propacsal to use a modified form of the
Environmental Protedive& Culture Services (EPCS) (part of the Formula Spending
Share rather than on total Formula Spending Share for calculating celli ngs?

The use of modified EPCS FSSis a pragmatic proposal, which addresses the issue of celingsin
two-tier areas. We anticipate that this change would nd impad materially in Darlington. We do,
therefore, suppat the proposal.

2. Do you agreewith the Government’s propasal of re-basing floors for authorities who fail
to gan moneyunder LABGI?

There-basing of floorsis a sensible development that shoud enhancefairnessof the scheme and
help to ensure that it continues to provide the desired incentives. We suppat the proposal.

3. Doyou agreewith the Government’s propasals on the technicaliti es of the scheme?
The arrent proposals appea to provide awell-balanced besis for operating the scheme. Our only
concern is that the proposals are quite amplex and do nd enhance puldi c understanding of
courxils' financing. Given the objedives of the scheme and the need for it to operate equitably, such
complexity is probably inevitable. We suppat the technicd propacsals.

4. Doyou agreewith the propasal to administer the scheme as a single payment in the final
guarter of each financial year?

The propaosed payment arrangements are reasonable. We, therefore, suppat that proposal.
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