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Consultation Procedure
The consultation process and how to respond
	Topic of this 
Consultation:
	The 100% retention by local government of business rates on shale oil and gas sites.

	Scope of this 
consultation: 
	This consultation seeks views on the proposed arrangements to implement 100% local retention of business rates for shale oil and gas sites.

	Geographical 
scope: 
	England. 

	Body responsible 
for the 
consultation: 
	Business Rates and Settlement Division 

Department for Communities and Local Government. 

	Duration: 
	This consultation lasts for 6 weeks until 5 December 2014. 

	Enquiries: 
	For enquiries, please contact: 

ndr@communities.gsi.gov.uk 



	How to 
respond: 
	Please respond by email to: 

ndr@communities.gsi.gov.uk 

Alternatively, please send postal responses to: 

Business Rates and Settlement DivisionDepartment for Communities and Local Government, SE Corner,
2nd Floor, Fry Building, 2 Marsham St, London SW1P 4DF

 


Business Rates Retention and Shale Oil and Gas 
Introduction
1. The Government is supportive of developing our own indigenous energy sources in a safe and sustainable manner. We believe shale oil and gas may hold potential for adding to the UK’s energy sources, helping to improve energy security, create jobs and meet carbon targets.  But the Government has been clear that shale development must be safe and environmentally sound. There are robust rules in place to ensure on-site safety, prevent water contamination and mitigate seismic activity and minimise air emissions and we have over 50 years of experience of regulating the onshore oil and gas industry.
2. The business rates retention scheme allows local government to retain 50% of new business rates providing a direct incentive for local authorities to go for growth and build a stonger and more competitive economy.  In January 2014 the Prime Minister announced that local authorities will be able to keep 100% of business rates from shale gas sites (which will also include shale oil).  This will ensure that local councils and people will share in the economic opportunities and benefits of shale oil and gas.

3. This consultation paper describes the proposed arrangements for the 100% retention of business rates on shale oil and gas and includes a draft of the proposed Regulations (attached at Annex A) for comment.  Views are invited and responses should be sent to ndr@communities.gsi.gov.uk with the heading “Draft Shale gas and oil regulations.    

4. The regulations will apply to England only.
5. This consultation is undertaken in accordance with the requirements of paragraph 40(8) of Schedule 7B to the Local Government Finance Act 1988. 

Designating Shale Oil or Gas sites
6. The business rates retention scheme started on 1 April 2013 and allows local authorities to retain 50% of their business rates income.  Additionally the Government may, under powers in Part 10 of Schedule 7B to the Local Government Finance Act 1988, allow local government to retain in full the business rates in an area or, as in this case, for a class of property.  The mechanism allows the Government to “disregard” from the normal rates retention scheme the income from a class of property and then allow that income to be retained in full by local government.  This is the same mechanism already used to allow local government to retain 100% of business rates collected from new renewable energy properties
. 

7. Shale oil and gas is essentially oil or natural gas which is trapped in impermeable shale rock. Enlarging or creating fractures in the rock by hydraulic fracturing enables shale oil or gas to flow.  Like other oil and gas exploration or production, a well is drilled and several stages of metal pipes (“casing”) are set in concrete within the well, to seal it and prevent contamination of surrounding groundwater. A well for shale gas will usually go down vertically to the shale layer and then run horizontally along it.  Once the well has been drilled the rock is then fractured by injecting water at high pressure, an established technique for conventional oil and gas, but used more intensively for shale.  We have put in place stringent regulations and safety regimes to ensure the development of shale gas is in line with our environmental objectives.
8. The Government proposes that 100% retention should apply to rating assessments which are used for these shale oil or gas operations.  This should include sites during the time they are only being used for drilling for, but not yet fracturing for, shale oil or gas.  The Government does not propose to distinguish between shale oil or gas sites during the exploration or production stage.  The Government also proposes to designate sites which are used only partly for shale oil or gas and allow local government to retain 100% of the rates income on that part.

9. In Parts 2 and 3 of the attached draft regulations, class A properties (in rating called hereditaments) are those in relation to which local authorities will retain 100% of the business rates revenue.  They are properties which are used for the boring or getting of shale oil or gas by hydraulic fracturing. Class B properties are those where only part of the property is used for the boring or getting of shale oil or gas by hydraulic fracturing.  For Class B properties local authorities will retain 100% of the business rates revenue attributable to the part used for shale oil or gas (found by a certified split of the rateable value provided by the Valuation Officer).  
Allocating the 100% local share

10. The business rates retention scheme covers:

· Unitary Authorities and Metropolitan Authorities which are not also Fire Authorities (which normally retain 49% of the business rates revenue they collect),

· Unitary Authorities which are also Fire Authorities (who normally retain 50%)

· County Councils which are also Fire Authorities (who normally retain 10%),

· County Councils which are not also Fire Authorities (who normally retain 9%),

· Fire Authorities (who normally retain 1%),

· Shire Districts (who normally retain 40%),

· London Boroughs (who normally retain 30%), and

· the Greater London Authority (who normally retain 20%).

11. The 100% retention for shale oil and gas will mean that an extra 50% of business rates revenue from sites falling within the classes designated by the Regulations will be available to share amongst those authorities.  The Government considers that in 2 tier areas (Shire Counties) and London the extra 50% should go to the County Council and the London Boroughs.  This is because for shale oil and gas those authorities have significant levers for promoting development and have responsibility for minerals planning decisions.  For the same reason, in other areas the extra 50% should go to the Unitary or Metropolitian Authority.
12. Therefore, the local shares on shale oil and gas business rates will be:

· Unitary Authorities and Metropolitan Authorities which are not also Fire Authorities will retain 99%,

· Unitary Authorities which are also Fire Authorities will retain 100%

· County Councils which are also Fire Authorities will retain 60%,

· County Councils which are not also Fire Authorities will retain 59%,

· Fire Authorities will retain 1%,

· Shire Districts will retain 40%,

· London Boroughs will retain 80%, and

· the Greater London Authoritiy will retain 20%.

13. Local authorities will be allowed to retain these shares of the shale oil and gas business rates for the duration of the projects (i.e. they will be excluded from any future reset of the business rates retention system).

14. Part 4 of the Regulations provides for the proposed amendments to the Non-Domestic Rating (Rates Retention) Regulations 2013 setting out the arrangements for the authority which is responsible for collecting business rates (known as the billing authority) to pay the relevant proportion of revenue to the other relevant authorities in its area.
15. These arrangements will ensure that Shire Districts will continue to receive 40% of business rates on shale oil and gas sites meaning they will continue to see significant direct benefits from these developments. Parish Councils are not part of the rates retention scheme.
Implementation

16. Following consideration of responses to this consultation, the Government intends to lay before Parliament regulations designating shale oil and gas developments for the purposes of 100% business rates retention with a view to them having effect from 1 April 2015.  
� See The Non-Domestic Rating (Renewable Energy Projects) Regulations 2013 Si 2013 No. 108.
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