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Local Government Finance Update 

 
Purpose  
 
For information and discussion. 
 
 
Summary 
 
This report updates members on progress of the LGA’s work related to local government 
finance policy since the last meeting of the Board. It focusses on the Government’s local 
government finance settlement consultation, business rates retention reform and the Fair 
Funding Review. 
 
 

 
Recommendation 
 
For Members of the Resources Board to note the report. 
 
Action 
 
Officers to proceed as directed. 
 

 
 

Contact officer:  Nicola Morton 

Position: Head of Local Government Finance 

Phone no: 020 7664 3197 

Email: nicola.morton@local.gov.uk 
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Local Government Finance Update 

Introduction 
 
1. This report updates members on progress of the LGA’s work related to local government 

finance policy since the last meeting of the Board. It focusses on the Government’s local 
government finance settlement consultation, business rates retention reform and the Fair 
Funding Review. 
 

2. The LGA’s response to the Government’s consultation on proposed changes to guidance 
on local government investments and the Minimum Revenue Provision is covered 
separately on the agenda of the Board. 

 
The Government’s technical consultation on the 2018/19 local government finance 
settlement 
 
3. Following feedback from LGA Resources Board, Leadership Board and Executive, and 

final clearance by the Lead Members of the Resources, the LGA submitted its response 
to the technical consultation on the 2018/19 Local Government Finance Settlement.  
 

4. In the response we: 
 

4.1. Welcomed the intention to continue with the four-year settlement but pointed to the 
rises in pay and prices, which were not forecast when local authorities signed up to 
the four year offer. 
 

4.2. Raised concerns about ‘negative Revenue Support Grant’ in the settlement for 
2019/20. 

 
4.3. Pointed to the cliff edge in 2020/21 due to a lack of clarity over funding levels, both 

nationally and locally, after March 2020 which hampers meaningful financial 
planning at a time when government grant funding is the lowest it has been for 
decades. 

 
4.4. Pointed to the need to tackle the £5.8 billion funding gap by 2019/20 as well as a 

£1.3 billion pressure to stabilise the adult social care provider market. 
 

4.5. Urged the Government not to make any changes to the New Homes Bonus.  
 
4.6. Argued against restrictions on council tax changes. 

 
Business Rates Retention 
 
5. The joint DCLG / local government officer Steering Group on Business Rates Retention 

has met twice since the last meeting of the Resources Board. The group considered the 
possibilities for further business rates retention that can be enacted without primary 
legislation and the possible timetable for this. The earliest implementation date is now 
2020/21. 
 

https://www.local.gov.uk/sites/default/files/documents/2018-19%20technical%20settlement%20consultation%20response%20FINAL.docx
https://www.local.gov.uk/sites/default/files/documents/2018-19%20technical%20settlement%20consultation%20response%20FINAL.docx
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6. Following on from the Steering Group, the Responsibilities Working Group met to finalise 

the outputs from the group’s work. The Responsibilities Working Group reconsidered the 
transfer of existing grants, which total about £6.5 billion, to further business rates 
retention. In line with the LGA’s view that further retained business rates should be used 
to fund the local government funding gap, the group will not recommend any new 
services to be transferred and funded from business rates. This has been reported back 
to the Steering Group, and the Responsibilities Working Group has been suspended until 
needed.  
 

7. The reconvened Systems Design Working Group met on 15 November and it has 
mapped out a programme of meetings to September 2018 which will focus on further 
business rates retention reforms which can be introduced using secondary legislation 
and so are suitable for a short term reform package.  

 
8. The LGA will be reconvening the cross party member led Task and Finish Group on 

Business Rates Retention to help take forward the LGA’s work on greater business rates 
retention and the fair Funding review. 

 
Fair Funding Review 

 
9. The work on the Fair Funding Review and further business rates retention is a key 

priority for the LGA and LGA members place a high priority on this work. At the time of 
writing, the Government had not published the expected consultation on the progress of 
the Fair Funding Review. This consultation was originally planned for spring 2017, and 
subsequently delayed due to the General Election. As a result, the LGA wrote to the 
Chancellor of the Exchequer and the Secretary of State for Communities and Local 
Government ahead of the Autumn Budget, urging the Government to publish the 
consultation as soon as possible. In the letter, we pointed to the importance of 
maintaining momentum on the Fair Funding Review. 
 

10. The LGA’s Leadership Board and Executive has agreed a programme of research and 
modelling work as set out in Appendix A. The aim is to deliver a significant part of this 
work programme over the next six months. Officers will work with the Business Rates 
Retention Task and Finish Group to deliver the programme, overseen by the LGA’s 
Leadership Board and Executive. 
 

11. The Fair Funding Review technical working group met on 16 November. Key items 
discussed were potential ways to adjust for council tax, a viability assessment for a 
‘single formula’ approach as well as a discussion on the expanded LGA work 
programme. The papers are available on the LGA website. 

 
MIFID II 
 
12. MiFID II (Markets in Financial Instruments Directive) reclassifies local and public 

authorities from professional investors to retail investors from 03 January 2018, limiting 
the options available to authorities for both pensions investments and for treasury 
management purposes. As reported at the last Resources Board meeting, in early July 
the Financial Conduct Authority (FCA) published a policy statement setting out final rules 
for their implementation of the MiFID II. These final rules were a big improvement on 

https://www.local.gov.uk/topics/finance-and-business-rates/business-rates-retention
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those proposed in the consultation in 2016 and followed extensive lobbying by the LGA 
and the sector.  
 

13. Following discussions with the financial sector and with councils we issued a guidance 
note to help to councils in dealing with the implementation of MiFID II. This note outlines 
the steps Councils need to undertake if they wish to elect to retain their status as a 
professional investor. It also provides some standard documentation, such as guidance 
to help with the decision on whether opt up is suitable for the council including a list of 
the protections foregone when opting up from retail status and a list of typical financial 
instruments that are only available to professional investors. We also provide a standard 
letter that could be sent to financial institutions to initiate the process if the council 
decides to elect to opt up. 

 
Implications for Wales  
 
14. Except for MiFID which applies to all UK local authorities, there are no direct implications 

for Wales arising from this report. The funding of Welsh local authorities is a devolved 
matter in Wales.  

 
Next steps  

 
15. Officers will proceed on the basis of the discussions at Resources Board.  

 
16. The LGA will continue to work closely with Government on further business rates 

retention reform and the Fair Funding Review, including responding to future 
consultations and technical discussion papers.  

 
Financial implications 
 
17. With the exception of Appendix A, the work is part of the LGA’s core programme of 

work and as such has been budgeted for in 2017/18 budgets. 
  

18. Additional work as outlined in Appendix A will require additional resources, where this 
needs to be commissioned externally. Officers will look to see if these additional costs 
can be accommodated by use of savings elsewhere in the LGA’s budget but otherwise 
propose a draw down from reserves to take forward this important work. This has been 
agreed by the LGA’s Leadership Board and Executive. 

 

 

https://www.local.gov.uk/sites/default/files/documents/mifid%20advice%20to%20CFOs.pdf
https://www.local.gov.uk/sites/default/files/documents/mifid%20advice%20to%20CFOs.pdf

