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Introduction
1. This advice is for regulators and outlines the steps involved in regulators meeting their responsibilities for assessing the impacts of qualifying regulatory provisions and publishing a summary list of non-qualifying regulatory provisions.
The Regulatory Policy Committee
Role of the RPC

2.  The Regulatory Policy Committee (RPC) provides the Government with external, independent scrutiny of the evidence supporting new regulatory and deregulatory proposals. This is intended to support the Government in delivering better and smarter regulation, through improving the use of evidence and analysis in regulatory policy-making.

3.  The RPC has been appointed as the ‘independent verification body’, under the Small Business, Enterprise and Employment Act 2015. It has statutory responsibility for verifying the impacts of all the qualifying regulatory provisions (QRPs) that will count towards the business impact target (‘BIT scores’) from both government departments and regulators. 
4.  For legislative measures that are excluded from the business impact target - non-qualifying regulatory provisions (NQRPs) – the RPC will only be required to confirm that government departments’ assessments of those measures as NQRPs are correct. 
5.  The RPC rates the quality of evidence and analysis supporting new regulatory and deregulatory proposals. This is to ensure decisions are made on the basis of a robust, evidence-based policy making process. The RPC does not comment on the merits of the policy itself.

6.  Contact details for the RPC:
General enquiries: regulatoryenquiries@rpc.gsi.gov.uk
RPC Portal: RPC Whitehall portal
Assessment and submission of qualifying regulatory provisions 
7.  Regulators need to have the equivalent annual net direct cost to business (EANDCB) and BIT Score of qualifying regulatory provisions (QRP) verified by the RPC. An assessment of the impacts of qualifying regulatory provisions can be prepared at any time from the development stage to post implementation stage, provided there is a clear understanding of the likely impacts on business.  Good practice in the Statutory Guidance recommends that the earlier it is prepared and submitted to the RPC the better. This is likely to be even more beneficial while capacity and experience of undertaking assessments is being developed within regulators.
Pre-submission meetings with the RPC 

8.  Before submitting an assessment, you can contact the RPC secretariat to discuss the case if you have any issues you have been unable to resolve from reading the guidance or liaising with your parent department’s better regulation unit (BRU) or the Better Regulation Executive (BRE).
9.  A meeting with the RPC provides an opportunity for regulators to discuss and provide information on any potential challenging issues.  However, any views or comments provided by the RPC secretariat can only be advisory. The Committee’s decisions will be based only on the submitted assessment. The Secretariat cannot agree or confirm any particular position in advance of the assessment being considered by the Committee.  
RPC Case Histories 
10.  In addition to this note, the RPC has produced detailed guidance, called “case histories”, to assist departments and regulators with methodological issues that may be faced when writing assessments.  Where cases with novel or complex methodological issues have been validated by the RPC, details are added to the RPC case histories to inform the assessment of future similar cases. Regulators are strongly advised to refer to this document when drafting assessments. Over time, the RPC will further develop the case histories to produce additional guidance on the assessment of regulators’ qualifying regulatory provisions in light of experience of cases progressing through the scrutiny process. 
11.  The RPC hosts a web-portal (RPC Whitehall portal) providing advice and guidance to regulators and departments, including up to date information on the case histories and other news. 
Proportionality

12. The RPC supports a proportionate approach to the assessment of qualifying regulatory provisions, and will take a proportionate approach to verification.  The Impact Assessment Toolkit in the better regulation framework manual (BRFM) provides a set of key factors to consider when deciding what level of resources to use when appraising a policy (BRFM 2.2). This section of the document refers to that guidance and provides the RPC’s interpretation of it.
Level of Analysis

13.  The primary consideration should be whether the level of evidence collected is proportionate to the scale of the regulation and its expected impact. Broadly, the larger the measure or greater the impact, higher the level of evidence or analysis expected.  Conversely, less evidence/analysis is required for smaller measures or those with little impact.   The RPC only validates to the nearest £100,000.  There would be no need to provide any further analysis if regulators can show that the EANDCB validated to this level will not change.
14.  Proportionality cannot be used as a justification for not providing at least a baseline level of analysis. Qualifying regulatory provision assessments should always:
· explain what the problem the proposal is seeking to address;
· explain how the interventions would address the problem, and what business will need to do differently; and
· provide adequate level of the analysis of the impacts of the proposal (as defined in BRFM 2.2.7).
What should be included in qualifying regulatory provision assessments?

15.  The regulator assessment template provided at Annex A sets out what should be included in a submission to the RPC.  Regulators are not required to use the template and can provide the information in any other format. However, while having regard to the comments above on proportionality, the essential information should:
· provide a clear description of the proposed regulatory change and logic chain of impacts, setting out what businesses will be doing differently;
· establish the baseline position (known as the ‘counterfactual’);
· consider all impacts on business even those not possible to monetise in which case a qualitative analysis should be provided;
· value the impacts with a clear breakdown of both the costs and benefits  (price X quantity); and
· be clear on assumptions and provenance of data.
16.  The assessment should consider the interaction with the scoring of impacts under relevant legislation. If the regulatory change has been assessed and scored in relation to the relevant legislation, the regulator will need to discuss this in the qualifying regulatory provision assessment to provide assurance that there is no double-counting of impacts. However, it should be noted that, while the expected impacts of the use of regulators’ powers should be described and assessed in the impact assessment accompanying the legislation, this is not the same as those impacts being scored for the business impact target.
Business impacts

17.  The assessment should discuss all impacts on business, both direct and indirect. Sometimes, regulators may also wish to consider non-business impacts as part of the BIT assessment, this is entirely optional and any non-business impact will not count towards the BIT.
18.  The first step should be to identify the business impacts. For instance, how will the measure impact on the market (e.g. competition), business and consumers? You should also consider whether all businesses are affected in the same way.
19.  The next stage is to value the impacts.  You should follow the methodology set out in the HM Treasury Green Book and the Impact Assessment Toolkit in the Better Regulation Framework Manual. Costs and benefits should be monetised as far as possible. If it is not possible or proportionate to monetise an impact, it still needs to be assessed. Risks and sensitivities should also be explored, particularly where the impact is uncertain.

In summary, you need to:
· Quantify the effect - e.g. extra 1,000 planning applications per year; 5 days of management time to familiarise; 10% workforce need additional training.
· Monetise the effect - putting a value on the scale of impacts, e.g. each extra application is estimated to take y hours, at a cost of z per hour; or management time is valued at x per hour for the familiarisation period.
Monetisation

20.  To quantify the impact, you generally just need to multiply price by quantity. For instance, for measures that involve labour costs, multiply total time spent by hourly wage estimates (usually from the Annual Survey of Hours and Earnings) uprated by 20% to take account of non-wage labour costs. Annual Survey 30% uprating can be used for larger measures that involve an increase in overheads but this would need to be justified. For measures that impact on business profits, you would generally multiply total change in sales by profit per unit.
21.  It is important to establish ‘counterfactual’ against which your impacts should be measured. It is defined by what would occur if no action is taken. This is not necessarily a ‘no change’ scenario. You also need to provide evidence to support your figures. Clearly set out the assumptions and evidence used and provide provenance for any figures, for instance by referencing a data set or providing evidence that you have tested assumptions with stakeholders. You should also provide appropriate justification for using particular assumptions and evidence.

Estimating the annual cost to business

22.  The final stage is to calculate the overall impact of the measure. Your submission should be calculated in constant price terms (i.e. rise in line with whole-economy inflation). Three possible figures can be reported.
a) The net present value (NPV) – the present value of the difference between the streams of costs and benefits. The NPV is the primary criterion for deciding whether government action can be justified.

b) The business net present value – the present value of the net impact on business.
c) Equivalent Annual Net Direct Cost to Business (EANDCB). This is the annualised value of the present value of net costs to business. It is the figure that, if you were to put it in for each year in the appraisal period and discounted, would give you the PVNCB. It is the figure that is reported against the business impact target and, as such, the assessment must provide an estimated figure or a robust discussion of why it is not possible to provide a monetised figure.
The BRE Impact Assessment calculator will calculate the business NPV and EANDCB for you.
Direct and indirect impacts

23.  The EANDCB only measures the direct costs and benefits to business or civil society organisations.  It focusses on those impacts immediately felt by those businesses directly impacted by the regulatory change. The need to distinguish between direct impacts and other (indirect) impacts can prove challenging and you are advised to contact the relevant Departmental BRU or BRE in the first instance. Difficult direct/indirect issues can also be discussed with the RPC secretariat during pre-submission meetings. 
24.  As a general guideline, immediate and unavoidable (first round) effects of a measure in the affected market are more likely to be direct. Subsequent effects in the regulated market beyond the immediate implications of the measure are likely to be indirect as are effects in other markets. 
25.  An impact is also more likely to be direct  if it bans, restricts, or increases the cost of a particular activity (or vice-versa) and/or displaces or restricts specific activities designed to maintain or create sales (or vice-versa) e.g. product differentiation and promotional activities. You should also consider whether the classification of an impact as either direct or indirect is counter-intuitive.
26.  Finally, if a mechanism exists that enables some or all of a cost to be passed on to other businesses and/or consumers, this effect is called “pass through” and is generally regarded as an indirect effect.
27.  Further guidance on direct/indirect impacts is available in the RPC Impact Assessments Case Histories available on the RPC web portal (RPC Whitehall portal). 
28.  Your submission should clearly set out how the figure was calculated to enable the RPC to check it is correct – a reader should be able to understand the different elements that make up the EANDCB without having to read other documents. Unless the EANDCB is negligible, it is good practice to submit the impact assessment calculator together with your assessment to the RPC.

RPC scrutiny of qualifying regulatory provisions (QRPs) and non-qualifying regulatory provisions (NQRPs)
29.  RPC aims to complete scrutiny of QRPs and submitted draft NQRPs within 30 working days. In practice, the Committee will often verify assessments earlier than this – especially for smaller and/or straightforward measures, especially where submissions include clear and concise assessments of the measure. 

30.  However, the RPC has no control over the volume of documents submitted to it and can experience peaks in the number of submissions (for example, when approaching parliamentary recess periods, common commencement dates, or publication of BIT Annual Reports).  The RPC, in discussion with regulators and government departments, may prioritise the assessment of some measures where the completion of the scrutiny process is time sensitive. During busy periods this may be at the expense of less urgent submissions. 
31.  The RPC will publish opinions relating to the verification of qualifying regulatory provisions on GOV.UK as is currently the practice of opinions related to departmental impact assessments.  The publication will not take place before a measure is announced, but will, at the latest, happen alongside the end of the reporting period in which the proposal came into force. Where the regulator’s own assessment is published, it is good practice to provide the RPC with details (such as the date and weblink for the assessment). This will reduce the amount of checking with regulators that will be required when preparing the BIT Annual Report).
32. The RPC scrutiny process is shown below. 
PC Scrutiny Process for Verification of Qualifying Regulatory Provisions Assessments (QRPs) and Providing Assurance on Non-Qualifying Regulatory Provisions Assessments
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33.  The RPC will issue an opinion either ‘verifying’ or ‘not verifying’ each BIT score submitted to it. For the RPC to be able to verify the BIT score, the supporting evidence will need to be sufficiently robust to support the estimated EANDCB, as rounded to the nearest £100,000. The evidence presented in the assessment will need to provide a sufficient level of detail, including justification of assumptions and estimates used, for the RPC to be assured that the estimated EANDCB reflects adequately the expected business impacts. If elements of the costs or benefits do not appear to be included, or assumptions that have a material impact on the EANDCB are not justified sufficiently, the RPC may not be able to verify the estimated costs and benefits.
34.  Only BIT scores verified by the RPC can be included in the Government’s aggregate BIT account.
What happens in the event of a non-verification of a QRP?
35.  If the RPC does not verify a QRP, it will issue an initial review notice (IRN) clearly setting out the issues it considers that need to be addressed to enable the impacts to be verified. 
36.  Following the issue of an IRN, the ‘clock’ for the RPC opinion will pause.  The clock will start again only once the response from the regulator has been received. Regulators can expect a response from the RPC within 45 working days of the initial submission (not including the time the clock is paused).  
37.  Similarly to pre-submission meetings, the RPC Secretariat is willing to answer questions regarding any of the comments or issues raised in an IRN, particularly if anything is unclear or complex.  
38.  When re-submitting in response to an IRN, it is recommended that you draw attention to changes made in the covering note/email, and/or to use a track-changed version of the assessment. This will help avoid confusion and support a more rapid response.
Assurance for non-qualifying regulatory provisions
39.  Measures that fall within one of the BIT exclusions, and do not therefore score against the target, are known as non-qualifying regulatory provisions (NQRPs).
40.  For regulators, only a summary of the non-qualifying regulatory provisions needs to be published.
Distinction between qualifying and non-qualifying regulatory provisions

41.  Regulators should review their planned activities and consider whether changes are likely to be qualifying, or non-qualifying, regulatory provisions.  Regulators should use the supporting guidance to decide whether changes in their activities are likely to score toward the business impact target or whether it would be covered by exclusion. If there is uncertainty, the Regulator should look at case histories to see if there are similar cases and then if necessary seek advice from its BRU, BRE or RPC.
42.  In producing the NQRPs summary, regulators should have regard to the NQRP summary template published by BRE (See Annex B).
43.  The RPC will review all NQRP summaries, either a final draft prior to publication or following publication by the regulator.  The RPC will issue an assurance statement on all those NQRP summaries that are fully compliant.  Where the RPC has concerns that some measures have been misclassified, the RPC will provide the regulator with an initial review notice to enable the summary to be corrected.  Once subsequently agreed by the RPC, an assurance statement will be issued.  The revised NQRP summary should then be published.
When can NQRP summaries be submitted for assurance?

44.  In general, the sooner drafts or final summaries are submitted to the RPC the better – particularly where this is near the end of a reporting period.
How the RPC will work with regulators
47.  This section sets out what regulators can expect when working with the RPC.  This is a two way process with the same responsibilities expected from the regulators.
48.  The RPC will:

· Take a proportionate approach to considering QRPs and NQRP summaries; especially where the issues are new or novel.
· Meet regulators in advance of submission to discuss complex policy areas or methodological issues.
· Maintain a robust quality assurance process to ensure a high quality of drafting and consistency of opinions.

· Issue an initial response within 30 working days for QRPs and aim to do the same for submission of any draft NQRPS. Where concerns are identified the RPC will aim to respond with a final opinion within a total of 45 working days. 
· Meet regulators to discuss any comments in our opinions or assurance statements.  This includes explaining the reasoning followed by the committee.  However, it remains the regulator’s responsibility to consider how to respond to the committee’s opinion in advance of any resubmission.

49.  Regulators should:
· Support the system through effective forward planning and the sharing of plans with the RPC.

· Meet the RPC before any submission that is complex or includes difficult methodical issues. It is for regulators to contact the RPC in advance of submission if they think the case warrants a pre-submission meeting.
· Support effective casework process by providing at time of submission all relevant information needed to enable the assessment to be processed.  Failure to provide such information could result in unnecessary delays. 
· As recommended in the Statutory Guidance, regulators may find it helpful to consider producing a statement of their policy (“BIT Policy Statement”) with regard to the approach it will adopt with regard to submissions.   Factors that regulators may wish to consider could include:
· submitting assessments for significant or complicated changes as and when they are ready;
· bundling small, straightforward or regular changes together into  a single, more meaningful submission;

· grouping related changes to enable them to be considered together; and
· timing of submissions, especially in light of the reporting year and likely increases in RPC workloads during those periods.
*************RPC*****************



Annex A
Regulator Assessment: Template
	Regulator Assessment: Qualifying Regulatory Provisions 



	Title of proposal


	

	Lead Regulator


	

	Contact for enquiries


	


	Date of assessment
	

	Commencement date
	

	Origin
	Domestic/EU/International

	Does this include implementation of a Cutting Red Tape review? 
	

	Which areas of the UK will be affected?
	


	Brief outline of proposed new or amended regulatory activity




	Which type of business will be affected? How many are estimated to be affected?




	Summary of costs and benefits

	Price base year
	Implementation date
	Duration of policy (years)
	Net Present Value
	Business Net Present Value
	Net cost to business (EANDCB)
	BIT score

	
	
	
	
	
	
	


	Please set out the impact to business clearly with a breakdown of costs and benefits 

Please briefly describe the impact of the regulatory change. Include estimates of all financial costs and benefits where possible, analysed by one-off costs and benefits and annual costs and benefits, indicating how these change over time by the main affected group. Please also describe any impacts that cannot be monetised. Please consider for instance: 

· Transitional costs (e.g. changes to systems, training)

· Regulatory uncertainty (e.g. whilst awaiting a regulator’s’ decision)

· Impact on access to markets (e.g. consistent approach with other EU regulators)

· Impact on business confidence/perceptions

· Impacts on different sizes of business (particularly smaller businesses)

Please give an estimate of the total annual direct financial costs or benefit to business. Please refer to the ‘IA Calculator’ for more information. 

It is expected that the extent of assessment will be proportionate to the impact of the measure under consideration. As a rule of thumb, we would expect that the majority of assessments would not extend beyond 3 pages. 




	Please provide any additional information (if required) that may assist the RPC to validate the BIT score 


Annex B
Non-qualifying Regulatory Provisions Summary Reporting Template
Regulator: 

Business Impact Target Reporting Period Covered: 

	Excluded Category*
	Summary of measure(s), including any impact data where available**

	A – EU and International 
	Summary of measures, including short narrative on the most significant measures

Example: We have implemented 5 EU Regulations, of which the most significant were X and Y. We have also implemented 27 minor updates to international standards in areas A and B.  

	B – Economic Regulation
	Summary of measures, including short narrative on the most significant measures 

Example: We have made 3 amendments to our general network access conditions, of which the most significant was Z.  

	C – Price Control
	Summary of measures, including short narrative on the most significant measures

Example: We have changed the minimum unit price for alcohol from X to Y, with an estimated impact to business of £Xm. 

	D - Civil Emergencies
	Brief summary of measures

Example: We imposed 13 animal movement bans in relation to the outbreak of foot and mouth disease in the Norfolk area.  

	E – Fines and Penalties
	Brief summary of measures

Example: We introduced a new redress scheme relating to X under S404 FSMA

	F – Pro-Competition
	Summary of measures, including short narrative on the most significant measures

Example: We have introduced three measures that implemented CMA remedies in the retail sector. These measures all met the BIT pro-competition criteria and increased the net direct burden of regulation. The most significant measure was X

	G – Large Infrastructure projects
	Brief summary of measures



	H – Misuse of Drugs/National Minimum Wage
	Brief summary of measures

	I – Systemic Financial Risk
	Summary of measures, including short narrative on the most significant measures



	K – Industry Codes 
	Brief summary of measures

Example: We worked with industry on a number of revisions to the Electricity Market Codes. 

	L1 – Casework
	Brief summary of measures, numerated where information is available in relation to enforcement activity

Example: We issued almost 9400 Enforcement Notices in 2014/15, including circa 6270 Improvement Notices and over 3100 Prohibition Notices.  582 prosecution cases were also completed in the period.

In addition, we made 37 specific licencing changes. 

	L2 – Education, communications and promotion
	Brief summary of measures

Example: We undertook 7 education roadshows for business, and established a dedicated helpline for businesses in relation to Y. In addition to our general information and promotional material we made businesses in X sector aware of recent legislative changes by letter. 

	L3 – Activity related to policy development
	Brief summary of measures

Example: We undertook 3 policy reviews in relation to X, Y and Z and issued 5 consultations. 

	L4 – Changes to management of regulator
	Brief summary of measures

Example: We moved our head office from Oxford to Cambridge, as part of our wider strategy to improve our focus on delivery. In addition, we combined our inspection teams in the North East under a single Lead to improve operational targeting. 


*Delete categories that do not apply in the reporting period

** For certain excluded categories - such as A, B, C, F and I, it is good practice to provide narrative description of any significant measures. This will help provide greater transparency and assurance that BIT exclusions are being applied consistently and appropriately
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