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An Roinn Tithiochta, 
Pleanala agus Rialtais Aitiuil 
Department of Housing, 
Planning and Local Government 

Oifig an Ard-Runaf 
Office of the Secretary General 

13 January 2020 

Ms. Eilis Fallon 
Committee Secretariat 
Committee of Public Accounts 
Leinster House 
Kildare Street 
Dublin 2 

Your ref: PAC32-I-1758 

Dear Ms. Fallon, 

I refer to correspondence on behalf of the Committee dated 20 December 2019, 
requesting an update on the timetable of the Local Government Funding 
"Baseline" review. 

Background 
The model of distribution of local government funding has developed and evolved 
considerably over the last 20 years, from General Purpose Grants to the 
introduction of the Local Property Tax (LPT) . 

With the introduction of "Local Retention" of LPT in 2015, every local authority 
received a minimum amount of funding under the LPT allocation process, known 
as the "baseline". The LPT baseline is now linked, for the most part, to funding 
previously received by local authorities from the Local Government Fund as 
General Purpose Grants and to the levels of Pension Related Deductions 
retained by each local authority in 2014. Effectively, the LPT allocation now 
replaces both of these previous sources of funding to local authorities. 

Each local authority retains 80% of the estimated LPT yield to be collected in its 
own area for a given year to fund public services in that area. The remaining 20% 
of LPT (supplemented by some additional funding provided by the Exchequer) is 
re-distributed to provide equalisation funding to ensure thatthose local authorities 
that have lower property tax bases, due to the variance in property values and 
density across the State, receive their "baseline" level of funding. This reflects the 
fact that local authorities vary significantly from one another in terms of size, 
population, public service demands, infrastructure and income sources. Two
thirds of authorities receive equalisation funding support. 
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LPT and Baseline Review 
In 2018, the Minister for Finance and Public Expenditure and Reform initiated a 
review of LPT. The purpose of the review was to inform the Minister in relation to 
any actions he may recommend to Government concerning the overall yield from 
LPT and its contribution to total tax revenue. The review was informed by the 
desirability of achieving relative stability, both over the short and longer terms, in 
LPT payments of liable persons. 

As the LPT review did not primarily concern itself with the allocation mechanism 
to individual authorities, it was important that a framework be established 
regarding the allocation of any funding that might be available to the local 
government sector as a consequence of the LPT review. Therefore, in May 2018, 
the Minister for Housing, Planning and Local Government separately initiated a 
Local Government Funding (Baseline) Review to inform the distribution of any 
such funding that could become available for general operational purposes. 

Sequencing 
In terms of sequencing, it was envisaged that the Baseline review would fall to 
be considered once the LPT Review was finalised and its outcome understood. 
While the LPT Review was completed last year, having considered the findings 
of the Review report, the Minister for Finance and Public Expenditure and Reform 
decided to defer the revaluation date for LPT purposes from 1 November 2019 to 
1 November 2020. This gave sufficient time for the Budgetary Oversight 
Committee to consider the Review report. · 

In order to move forward in relation to the LPT review, the Minister for Finance 
and Public Expenditure and Reform will need to introduce amending legislation. 
The Budgetary Oversight Committee's scrutiny report, which the Minister 
received last September, will provide a valuable input to that work. It is 
understood that the Minister will revert to Government with proposals for changes 
to the Local Property Tax in a timely manner, taking account of the fact that any 
changes would need to be legislated for this year so that the Revenue 
Commissioners could put the necessary administrative and technical 
arrangements in place in time in respect of the 2021 LPT year. 

Turning to the review of baselines, the Local Government Funding (Baseline) 
Review Group concluded the bulk of its analytical work in late 2018 and presented 
its findings and recommendations to the Minister for Housing, Planning and Local 
Government. A number of options were prepared for the distribution of any 
available funding that could arise as a result of the LPT Review. However, the 
options need to be further informed and modelled taking account of the final 
outcome of the LPT review, which, as indicated above, is a matter for the Minister 
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for Public Expenditure and Reform. Once there is clarity in terms of the outcome 
of the LPT review, I would expect the Baseline Report to be updated and 
published by the Minister for Housing, Planning and Local Government. 

I trust that this information is of assistance to the Committee. If the Committee 
requires any further information, please do not hesitate to contact me. 

Yours sincerely, 

John McCarthy 
Secretary General 
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