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Title: 
Riot Compensation Bill  
IA No: HO0276 
Lead department or agency: 
Home Office 
Other departments or agencies:  
N/A 

Impact Assessment (IA) 

Date: 28/02/2017 

Stage: Enactment 

Source of intervention: Domestic 

Type of measure: Secondary legislation 

Contact for enquiries: Kevin Finch,          
020 7035 3117 

Summary: Intervention and Options  
 

RPC Opinion: Green 

 Cost of Preferred (or more likely) Option 

Total Net Present 
Value 

Business Net 
Present Value 

Net cost to business per year 
(EANDCB on  2014 prices) 

One-in, 
three out 

Business Impact Target 
Status 
 

-£0.7m £-20.9m £2.6m1 In scope  Qualifying Regulatory (IN) 

What is the problem under consideration? Why is government intervention necessary? 
The Riot (Damages) Act 1886, (‘the Act’), is a piece of legislation which allows uninsured individuals and businesses to 
claim for the costs of repairing damage to their property and replace goods that have been stolen as a result of a riots. 
The Act also allows insurers to reclaim most of the costs paid to policy holders incurred because of a riot.  Following the 
riots in the summer of 2011, a number of issues within the Act were highlighted.  An independent review made a 
number of recommendations as to where changes should be made to the legislation.  Government intervention is 
necessary to change the legislation and to update and simplify the processes in the aftermath of riots. 

 
What are the policy objectives and the intended effects? 
The objectives are to: 
• Produce a modernised piece of legislation to replace the Act and to clarify which losses individuals and 
businesses can claim for in the event of a riot; 
• Protect the most vulnerable in society from damages incurred in riots; 
• Discourage greater levels of under insurance;  
• Ensure arrangements are put in place to resolve claims under the Act quickly; and 
• Take account of the affordability of the Act on the public purse. 

 
What policy options have been considered, including any alternatives to regulation? Please justify preferred 
option (further details in Evidence Base) 
The options considered are: 
Option 1 – “Do Nothing”; make no changes to legislation and leave the Act in place; 
Option 2 – Repeal the Act and replace with updated legislation, to account for modernisation of the Act and restrict 
who is eligible to make a claim on the basis of claim size; and 
Option 3 - Repeal the Act and replace with updated legislation to account for modernisation of the Act and restrict who 
is eligible to make a claim on the basis of business turnover. 
Option 2 is the preferred option, as it is most aligned with government objectives. To note in the Implementation 
Assessment we have also taken account of an additional measure introduced during the passage of implementing the 
Riot Compensation Act to provide temporary accommodation payments for up to 132 days for claimants whose 
properties are left uninhabitable because of a riot. The  

 
Will the policy be reviewed?  It will not be reviewed.  If applicable, set review date:  Month/Year 

Does implementation go beyond minimum EU requirements? Yes 

Are any of these organisations in scope? If Micros not 
exempted set out reason in Evidence Base. 

Micro
Yes 

< 20 
 Yes 

Small
Yes 

Medium
Yes 

Large
Yes 

What is the CO2 equivalent change in greenhouse gas emissions?  
(Million tonnes CO2 equivalent)   

Traded:    
N/A 

Non-traded:    
     N/A 

I have read the Impact Assessment and I am 
satisfied that (a) it represents a fair and reasonable 
view of the expected costs, benefits and impact of 
the policy, and (b) that the benefits justify the 

Brandon Lewis  Date: 13th March 2017 
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 The £2.6m figure was rebased for BIT reporting purposes from £2.4m 
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Summary: Analysis & Evidence Policy Option 2 
Description:  Repeal the Riot (Damages) Act and replace with a cap on the value of claims at £1m. 
FULL ECONOMIC ASSESSMENT 

Price Base 
Year  2015 

PV Base 
Year  2017 

Time Period 
Years  10 

Net Benefit (Present Value (PV)) (£m) 

Low: -0.7 High: -0.7 Best Estimate: -0.7 
 

COSTS (£m) Total Transition  
 (Constant Price) Years 

 

Average Annual  
(excl. Transition) (Constant Price) 

Total Cost  
(Present Value) 

Low  0.0 

    

4.0 34.3 

High  0.0 18.7 160.7 

Best Estimate 
 

0.0 5.4 46.1 

Description and scale of key monetised costs by ‘main affected groups’  
The main cost to the public sector is the availability of replacement value and vehicle compensation, as well as 
permitting applications which would currently be deemed out of time (£12.3m). There are some costs to 
businesses (£32.1m) and individuals (£0.5m), through the restriction on the value of the claims that can be 
compensated. A further cost is that of the bureau, which is a cost to businesses of £0.5m and to the public sector 
of £0.1m. A further cost to the public sector of £0.2m has been added to reflect temporary accommodation 
payments. All values are in net present value over 10 years. 
 

Other key non-monetised costs by ‘main affected groups’  
The negotiation costs over the bureau, between the public sector and businesses have not been monetised and will 
likely be minimal.   

BENEFITS (£m) Total Transition  
 (Constant Price) Years 

 

Average Annual  
(excl. Transition) (Constant Price) 

Total Benefit 
(Present Value) 

Low  0.0 

    

3.9 33.6 

High  0.0 18.6 159.9 

Best Estimate 
 

0.0 5.3 45.4 

Description and scale of key monetised benefits by ‘main affected groups’  
The main benefit is the gain of additional compensation for replacement value and will be felt by businesses 
(£9.5m) and individuals (£0.2m). The gain of vehicle compensation gives individuals a further £0.01m, and the 
provision of temporary accommodation gives a further £0.2m. Support for those claims currently out of time would 
award individuals £0.04m and businesses £2.5m. The public sector also saves from the introduction of a claim 
cap to the sum of £32.6m. Businesses running the bureau will also receive a small amount, £0.1m. All values are 
in net present value over 10 years. 

 Other key non-monetised benefits by ‘main affected groups’  
There could be a large number of non-monetised benefits.  Through the creation of a bureau and formation of a 
manual, claimants should have an improved level of service in the aftermath of claims, although it is difficult to put a 
monetary figure on this.  Should there be large scale rioting the benefit would be significant. 

Key assumptions/sensitivities/risks Discount rate (%) 
 

3.5 

The main sensitivities relate to the volume and value of claims.  The low and high estimates presented here are based 
on changing the value of claims.  Rather than using the median value of claims, the upper quartile and lower quartile 
values have been used for these estimates. 

 
BUSINESS ASSESSMENT (Option 2) 

Direct impact on business (Equivalent Annual) £m:  Score for Business Impact Target (qualifying 
provision only) £M: 

   
Costs: 3.8 Benefits: 1.4 Net: 2.4 
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Summary: Analysis & Evidence Policy Option 3 
Description:  Repeal the Riot (Damages) Act and replace with a cap on business claims based on turnover limit of £5m. 
FULL ECONOMIC ASSESSMENT 

Price Base 
Year  2015 

PV Base 
Year  2017 

Time Period 
Years  10 

Net Benefit (Present Value (PV)) (£m) 

Low: -0.7 High: -0.7 Best Estimate: -0.7 
 

COSTS (£m) Total Transition  
 (Constant Price) Years 

 

Average Annual  
(excl. Transition) (Constant Price) 

Total Cost  
(Present Value) 

Low  0.0 

    

5.6 48.1 

High  0.0 22.4 192.6 

Best Estimate 
 

0.0 8.5                                        73.4 

Description and scale of key monetised costs by ‘main affected groups’  
The main cost to the public sector is the availability of replacement value and vehicle compensation, as well as 
permitting applications which would currently be deemed out of time (£24.7m). There are some costs to 
businesses (£47.7m) and individuals (minimal), through the restriction on the value of the claims that can be 
compensated. A further cost is that of the bureau, which is a cost to businesses of £0.5m and to the public sector 
of £0.1m. All values are in net present value over 10 years. 
 

Other key non-monetised costs by ‘main affected groups’  
The negotiation costs over the bureau, between the public sector and businesses have not been monetised and will 
likely be minimal.  

BENEFITS (£m) Total Transition  
 (Constant Price) Years 

 

Average Annual  
(excl. Transition) (Constant Price) 

Total Benefit  
(Present Value) 

Low  0.0 

    

5.5 47.4 

High  0.0 22.3 191.9 

Best Estimate 
 

0.0 8.4 72.7 

Description and scale of key monetised benefits by ‘main affected groups’  
The main benefit is the gain of additional compensation for replacement value and will be felt by businesses 
(£22.4m) and individuals (£0.9m). The gain of vehicle compensation gives individuals a further £0.01m. Support 
for those claims currently out of time would award individuals £0.1m and businesses £1.3m. The public sector 
also saves from the introduction of a claim cap to the sum of £47.7 m. Businesses running the bureau will also 
receive a small amount, £0.1m. All values are in net present value over 10 years. 

 
Other key non-monetised benefits by ‘main affected groups’  
There could be a large number of non-monetised benefits.  Through the creation of a bureau and formation of a 
manual, claimants should have an improved level of service in the aftermath of claims, although it is difficult to put a 
monetary figure on this.  Should there be large scale rioting the benefit would be significant. 

Key assumptions/sensitivities/risks Discount rate (%) 
 

3.5 

The main sensitivities relate to the volume and value of claims.  The low and high estimates presented here are based 
on changing the value of claims.  Rather than using the median value of claims, the upper quartile and lower quartile 
values have been used for these estimates. 

 
BUSINESS ASSESSMENT (Option 3) 

Direct impact on business (Equivalent Annual) £m:  Score for Business Impact Target 
(qualifying provision only) £M: 

 
Costs: 5.6 Benefits: 2.8 Net: 2.9 
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Evidence Base (for summary sheets) 
 

Problem Under consideration 
 
The Riot (Damages) Act 1886 (‘the Act’), provides compensation for losses caused by riots.  It 
covers all of England and Wales, but excludes riots that occur in Scotland and Northern Ireland.   

 
Liability for paying riot compensation rests with the police.  The police have a duty to maintain law 
and order; when a riot takes place, law and order have broken down and this means the police have 
failed to do their duty.  This was the original rationale for the policy being introduced, of course as 
time has moved on other factors have come in to play, which means that this rationale on its own 
may be insufficient. 
 
Under the Act, individuals and businesses, or insurers on their behalf, are able to claim for damages 
from those responsible, the police, the relevant Police Crime Commissioner (PCC) or the Mayor’s 
Office for Policing and Crime (MOPAC). 
 
The Act has not been used often. The most notable uses have been following the Brixton and 
Toxteth riots in the 1980s, and the rioting in August 2011.  Following the 2011 riots, an independent 
review of the Act was commissioned by the Home Secretary and published on 8 November 2013.  
This review identified a number of areas which could be changed.  A consultation on changes to the 
Act closed on 1 August 2014.  This Impact Assessment considers the options to change the Act, the 
policy approaches within the favoured option (2) have now been included in the Riot Compensation 
Act (RCA), which received Royal Assent on 23 March 2016 and will commence on 6 April 2017 at 
the same time as the laying of Regulations to the Act. The RCA repeals the Riot (Damages) Act 
1886.  
 
When the Act was originally implemented over 125 years ago, the circumstances in England and 
Wales were different.  The insurance industry was smaller and many individuals and businesses did 
not have the ability to repair damages that were caused in riots.  The provisions in the Act meant 
that areas vulnerable to riots were able to make the necessary repairs.  The insurance market has 
changed since 1886, with most individuals and businesses having some insurance.  However it is 
still important that those who cannot afford insurance are protected in riots. 
 
The Act also contains terminology and descriptions that can seem vague and difficult to 
understand.  An example is the definition of a riot in the Act, which is “Persons riotously and 
tumultuously assembled together”.  This is supplemented by using the Public Order Act definition to 
determine a riotous group.  The wording of the Act can mean it is applied inconsistently, as it is 
implemented by individual PCCs or MOPAC. The RCA provides modern legislation and greater 
clarity for both claimants and decision-makers in understanding entitlements.  

 
Virtually all compensation payments from the August 2011 have now been settled (the current total 
is around £110m).  The options in this impact assessment look at the impact on the public purse 
and try to make sure that the changes now incorporated within the RCA remain affordable. 
 
This Impact Assessment also includes costs relating to the Riot Claims Bureau. It should be noted 
that the provisions in the RCA relating to the Riot Claims Bureau (RCB) will not commence on 6 
April 2017.  In the event of a large riot necessitating the introduction of a RCB then separate 
Regulations will be urgently laid alongside the commencement of the sections of the RCA relating to 
the Riot Claims Bureau. For completeness sake though this Impact Assessment includes the 
potential costs around a Riot Claims Bureau. 

 
An independent review of the Act was published on 8 November 2013.  The recommendations 
within this review provided the basis of the proposals in the options.  A consultation on the policy ran 
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for eight weeks and closed on 1 August. The results of this consultation can be found in the 
Government’s response to the consultation and have helped to inform the policy options that have 
been included within the RCA and supporting Regulations.  

  

We have consulted with HMT, CO, DCLG, DWP and BEIS regarding these proposals.  DCLG 
colleagues have provided input on the best ways for local government officials to engage with the 
Act and how they can support claimants in the event of rioting.  DWP have supported and provided 
advice on the Regulation relating to temporary accommodation payments for people whose homes 
are left uninhabitable because of a riot. This policy was introduced as an amendment during the 
passage of primary legislation.  

 
We have also consulted with Northern Ireland policy leads and the Scottish Office regarding the 
devolved issues.  This policy area is devolved and Northern Ireland and Scotland are not covered 
by the Act, however the proposed changes may be of interest to them. 
  
Throughout the consultation period we have spoken further with the Association of British Insurers 
(ABI), the Chartered Institute of Loss Adjusters (CILA), the British Property Federation (BPF) and 
PCCs, among others.  These discussions and written responses from these and other organisations 
and individuals have informed the direction of policy. 
  

Rationale for intervention 
 

Following the riots in the summer of 2011, the Government conducted an internal review and 
commissioned an independent review of the Act.  These reviews identified recommendations for 
changes to the Act. Given the recommendations raised in the reviews, there is significant motivation 
to reform the Act. 

 
Following the riots in 2011 it was found that the Act was often too difficult to understand and 
bureaucratic to comply with.  This creates an excessive burden on Government, police forces and 
PCCs, businesses and individuals.  The reviews highlighted that the processes behind the Act did 
not need to be as complicated as they were.  The benefits from simplifying the process and 
reducing the difficulties faced when making or processing a riot compensation claim would help to 
satisfy the Government’s aim to reduce regulation on businesses. 
 
The Act excludes certain items which were not relevant in 1886, when the Act was introduced, but 
may be relevant in the present day.  One excluded item is motor vehicles.  These had only just been 
invented in 1886, however in the present day it would be unusual for vehicles to be absent from an 
area affected by riots.  Another change since 1886 is in the insurance market, at the time the Act 
was introduced, most individuals and businesses were not insured.  In order to protect the 
vulnerable who could not afford to meet the costs of repairing riot damage, the Act allowed for all to 
claim.  In the present day, the insurance market is large and many individuals and businesses take 
out sufficient insurance.  Given these and other changes to society since the introduction of the Act, 
it is possible that the Act is inefficient and it would benefit from modernisation and better targeting of 
support. 
 
The Act is also an unpredictable cost to the police and Government.  The Act could become 
unaffordable if riots were to be more common in future, although there is no evidence to suggest 
that this will occur.  In light of cuts to Government funding, the reviews indicated that many 
stakeholders understood the need to save money.  The benefits from spending under the Act are 
limited and often localised. If the Act were more affordable, it may be possible to increase 
government spending in areas which have wider benefits for the UK. 
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Finally, after the riots of 2011 a risk was identified in that businesses and individuals relying on riot 
compensation arrangements rather than insurance.  This is known as moral hazard.  Some claims 
were significantly higher than they could have been because of the lack of insurance taken out. 
 
To summarise, the particular issues with the Act were found: 

- Difficult to understand; 
- Difficult for individuals and the police to comply with consistently; 
- Out of date, e.g. the exclusion of vehicles, not reflecting insurance market; 
- Unpredictable in cost;  
- Potentially unaffordable; and  
- Encourages lack or protective action among victims and hence represents a moral hazard. 

 

Policy objectives 
 
The objectives are to: 
- Replace the Act, modernising and clarifying which losses can be claimed for after riots; 
- Reducing the bureaucracy of claims processes so that it is easier to understand and comply 

with; 
- Protect the most vulnerable in society from the damages incurred in riots. This includes the 

uninsured, underinsured, small businesses and others who are unable to afford repairs after 
riots; 

- Discourage  greater levels of under insurance than already present in society; 
- Increase the affordability of the Act on the public purse, by limiting the financial liability on 

the Police; 
- Reduce the impact of moral hazard, by encouraging victims to take sufficient pre-emptive 

precuations 
 

Description of options considered 
 
At the consultation stage, a number of options were considered, this included: 
 
1. Do nothing; 
2. Repeal the Act and do not replace it; 
3. Repeal the Act and replace in line with the independent review recommendations (excluding 

replacement value and excess); and 
4. Repeal the Act and replace in line with the independent review recommendations (including 

replacement value and excess). 
 

The results of the consultation indicated that a large number of respondents agreed that the current 
Act is out of date and needed to be replaced with new legislation.  For this reason the second option 
is no longer being considered. 
 
The majority of respondents also agreed with the principles of replacement value and excess 
payments.  For this reason we have retained the fourth option and are no longer considering the 
third. 
 
Finally, there were several alternatives to the turnover cap proposed by the independent reviewer.  
We are aware of concerns that the level of the turnover cap is inappropriate and that it is too low, for 
that reason we have revised our previous option 4, which had a turnover cap of £2m, to now having 
a turnover cap of £5m.  This change in approach to the turnover cap is a result of information 
received in the consultation.  The Association of British Insurers (ABI) provided evidence which 
suggested that only a third of commercial claims would qualify under a turnover cap of £2m and that 
many small businesses would be excluded at this level.  They proposed that a turnover cap of £5m, 
which would capture just over half of all commercial claims, was more appropriate and would 
protect small businesses. 
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 Another concern was businesses should not be prevented from claiming but should have their 
claims limited.  These changes have generated the following list of options: 
 

• Option 1:‘Do nothing’. Make no changes to legislation and leave the current Act in place. 
 

• Option 2: Repeal the Act and replace in line with the independent review recommendations 
(except the turnover cap and excess), and to cap claims on the basis of their size (with 
claims limited to a maximum of £1m). 
 
The main difference from the independent review recommendations is that rather than a 
turnover cap preventing some businesses from claiming, there would be a limit applied to the 
amount of money that can be awarded to a single claim.  This limit will be £1m.  This option 
was generated following consultation where some individuals/insurers felt this would be a 
better measure.  This approach is reasonable as it would mean that all businesses could 
claim compensation from the police, which is aligned with the principal of police liability 
which underlines the act.  However, it is true that this method does not specifically protect 
small businesses that may still have large claims.  Other changes are broadly in line with 
those recommended by the independent reviewer and those presented at the consultation 
stage. Full details are discussed in the options analysis. 
 

• Option 3: Repeal the Act and replace in line with the independent review recommendations 
(except the turnover cap and excess), and to cap claims from businesses with a turnover of 
£5m or more (previously option 4).  
 
This legislation will provide an update of the Act and its processes.  It will restrict the ability 
of large businesses to claim for damages under the Act, by preventing businesses with a 
turnover of more than £5m from claiming under the Act.  Other changes are broadly in line 
with those recommended by the independent reviewer and those presented at the 
consultation stage. Full details are discussed in the options analysis. 

 
Option 2 is the recommended option, as it is most aligned with Government objectives set out 
above.  It presents the lowest cost to business, provides incentives for claimants to change their 
behaviour and implement appropriate precautions and is simpler to practically implement than a 
turnover cap as suggested in option 3. 
 

Data and assumptions 

The section below sets out the data and assumptions used to quantify the impacts of the proposed 
changes. 
 
Groups Affected 

 
The changes within the RCA would affect a number of groups.  In particular there would be 
implications for PCCs and MOPAC, large and small Businesses, as well as individuals.  Most of the 
impact on businesses will affect insurers, who currently make the highest number and value of 
claims under the Act, following payments to both business and individual policy holders. 
 
The recommended option may also affect a number of other government departments.  There would 
be expectations of local government to have an understanding of any resulting legislation.  
 
The financial implications will be of interest to HM Treasury and the effects on business may be of 
interest to the Department for Business, Energy and Industrial Strategy.  The potential effects of a 
cap on leaseholders and private landlords are of interest to the Department for Communities and 
Local Government. The policy on temporary accommodation payments is of interest to the 
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Department for Work and Pensions given the potential overlap with Universal Credit and Housing 
Benefit. 
 
Types and sizes of riots 
 
We have assumed three different types of riot, based on the number of claims under the Act. The 
first is large scale rioting, similar to those in August 2011.  The second size is a bureau scale riot, 
which is relatively large and may cross police area borders.  The final size is small scale rioting, 
which is similar in size to the Bradford and Oldham riots in 2001.  From data and discussions, with 
forces and insurers, table 1 outlines the assumptions made regarding the number of claims in each 
of these types of riots: 

 
Table 1: Riot Sizes and Claims 

Riot Size Evidential figures 
Assumed 

Claims 
Large 2,342 valid claims in 2011 riots (Police figures) 2,500  

Bureau Discussions with Police and insurers 500  
Small 34 claims on average in each of the 2001 riots (Police figures) 35  

 
Frequency of riots 
 
The likelihood of a riot occurring is based on their frequency over a 10 year period from 2002 to 
2011.  Over the 10 years there were 11 riots.  Of these, one riot was large scale (August 2011), one 
riot was bureau scale, the remaining 9 were small scale. This is a stylised assumption based on 
historic events, solely for the purposes of this Impact Assessment. In no way should this be 
considered a forecast or expectation.  

 
Table 2: Frequency of riots 
Riot Size Frequency (occurrences per year) 

Large 0.1 
Bureau 0.1 
Small 0.9 

 

Claimant types 
 
There are two main types of claimants, business claimants and domestic claimants.  For the 
purposes of this impact assessment business claimants are split into large and small business. 
 
The proposals generally treat large businesses as those with an annual turnover of more than £5m.  
This is different from the consultation stage impact assessment.  At consultation stage we pursued 
the recommendation of the independent reviewer, that this should be at a level of £2m.  
Consultation responses indicated that the level was too low, and that in many cases a level of £5m 
would be more appropriate.   
 
Original data from the Metropolitan Police did not enable grouping businesses by turnover.  During 
consultation, however, we received an indication from the Association of British Insurers (ABI) that 
56% of commercial claims were from businesses with turnover less than £5m.  We have not seen 
the underlying data from the ABI, but given the ABI’s representation of the insurance industry, and a 
lack of other suitable data, this estimate has been applied to large and bureau scale riots.   
 
Using data from the Metropolitan Police, regarding the 2011 riots, and from the 2001 riots, we have 
assumed a similar make up of claimants, varying by the size of riots.  The assumptions are in table 
3. 
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Table 3: Claims by claimant type 

Riot 
Size 

Total 
claims 

Claimant type (Assumptions) 
Large business Small business Domestic 

Claims Percentage Claims Percentage Claims Percentage 
Large 2,500 887 35% 1,129 46% 484 19% 

Bureau 500 178 35% 226 46% 97 19% 
Small 35 2 4% 28 81% 5 15% 

 
Value of claims 
 
The value of claims also varies between types of riot and claimant.  The values claimed in 2001 
were different from those in 2011.  This reflects that riots can vary in nature and may target certain 
victim groups. Claim values are assumed to be the median value of claims, according to the data 
sources from 2011 and 2001 riots.  Median values have been used due to the skewness of the 
distribution. The majority of claims are low value, although there are some outlying large claims, 
these claims distort the mean values but not the median values. All values are in 2015 prices. 
Details of the claim values are in table 4: 

 
Table 4: Claim values 
Riot size Claim Size Large business Small business Domestic 

Large 
<£1m £5,800 £4,400 
>£1m £1,414,000 £1,586,000 

Bureau 
<£1m £5,800 £4,400 
>£1m £1,414,000 £1,586,000 

Small 
<£1m £233,000 £5,600 £1,900 
>£1m £4,983,000 £0 £0 

 
Table 5: Claims by size and value (in 2015 prices) 
Riot Size Claim size Large business Small Business Domestic 
Large <£1m 873 1,111 479 

>£1m 14 18 5 
Bureau <£1m 175 222 96 

>£1m 3 4 1 
Small <£1m 1 28 5 

>£1m 1 0 0 
 

Levels of insurance 
 
The four police areas that were affected in 2011 provided data on whether claims were insured or 
uninsured.  This data indicated that 83% of claimants had insurance whilst 17% were uninsured. No 
equivalent data was available from the 2001 riots and so these proportions are assumed to apply to 
all riot sizes. 
 
Regarding insurance of vehicles, the Association of British Insurers, among other insurance groups 
suggested that only 4% of vehicles in England and Wales have third party, fire and theft insurance.  
This figure has been used as it is informed by industry. 
 
Salaries and staffing levels 
 
All salaries used include a non wage element of 17.7% (Eurostat).  It is also assumed that people 
work on average 5 days a week.  We have used salary data from the Annual Survey of Hours and 
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Earnings (ASHE 2015). These data and assumptions are used to give an approximate daily wage 
(and non-wage element) for each group considered in this impact assessment.  Details of this can 
be found in table 6.  Staffing levels have been drawn from the Annual Population Survey (APS 
2015) and Home Office police workforce statistics (March 2015) and can be found in table 7. 

 
Table 6: Salary adjustment for non-wage element (2015) 

Group 
Weekly 
Salary  

Salary with non-
wage element 

(additional 17.7%) 

Daily salary with non-wage 
element (5 working days a 

week) 

Pension and Insurance 
clerks and assistants 
(ASHE 2015) 

£398 £469 £94 

Police Officers 
(sergeants or below) 
(ASHE 2015) 

£751 £883 £177 

 
Table 7: Staffing levels in England and Wales (2015) 

Occupation Employed persons  
Pension and Insurance clerks and assistants (APS 2015) 65,000 
Police Officers (sergeants or below) (HO statistics) 121,000 

 
Transfer Costs 
 
Many of the costs and benefits associated with this policy are transfer costs.  This means that one 
party loses by exactly the same amount that another party gains.  These costs have no net impact 
on society, but they have been considered as the impacts are transferred from one group to another 
and we are interested in the specific impacts on vulnerable groups including individuals and small 
businesses. 
 

Monetised and non-monetised costs and benefits of each option  

This IA identifies both monetised and non-monetised impacts with the aim of understanding what 
the net impact might be from implementing the options described above. The appraisal has been 
conducted using the data and assumptions set out above. All costs and benefits are compared 
against option 1 (‘do nothing’), and expressed in 2015 prices. 
 
Option 1 – ‘Do nothing’.  

There are no additional costs and benefits under this option. As costs and benefits of this option are 
compared against themselves, the Net Present Value (NPV) is necessarily equal to zero. 

Option 2 – Repeal the Act and replace with a claims cap, but otherwise largely in line with the 
reviewers recommendations Direct impacts 

Direct impacts 

 
Direct costs 

 
Under this option there will be costs to individuals, large businesses, insurers, Central Government, 
Local Government and the Police.  The costs have been broken down into those relating to specific 
recommendations as put forward in the Independent Review. Only three of the recommendations 
are actual costs.  The other recommendations represent transfers only. 

 
Recommendation 4 - a riot claims bureau is developed by agreement between the Home Office 
and the insurance industry, to be staffed by experts in claims handling and loss adjusting drawn 
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from several companies, to be ready to start work immediately after a riot, with delegated power to 
decide claims. 
 
This recommendation refers to the creation of a bureau which would, in larger riots, be implemented 
to centrally handle claims and make decisions on them.  The bureau is envisioned to be made up of 
Loss adjustors who would deal directly with claimants and recommend payments.  These payments 
would then be approved or queried by a panel including members of the affected police forces and 
PCCs offices, as well as local representatives.  The recommendation is partially amended as the 
bureau will largely be staffed by loss adjusters rather than insurers.  This has been decided as there 
would be a conflict of interest for many insurers, who may have policy holders claiming under the 
act.  Chartered loss adjustors have a duty to remain impartial and have experience in controls to 
protect against a conflict of interest.  
 
This recommendation will have a number of actual costs, including: 

• Negotiation costs over the size and makeup of the bureau.  These costs have not been 
quantified as they are likely to be small, however the impacts would fall on loss adjusters 
and Government. 

• Retaining costs of bureau.  This will be a cost faced directly by Government and will be 
related to the full cost of running a bureau.  In 2011 the cost of running a bureau was around 
£0.5m for a total of 2,342 claims.  The average cost of processing a claim was £206 (all 
costs are in 2015 prices).  Using this figure, and the expected number of claims estimates of 
bureau running costs have been calculated for large and bureau scale riots.  The retainer is 
anticipated to be 10% of the full costs of running a bureau.  Costs are also distributed over a 
period of ten years, in line with the frequency of rioting.  These costs will be minimised by 
using staff at their current bases, rather than locating to a specific office in London. 

• Running costs of bureau.  This will be incurred by loss adjusters who are retained to run the 
bureau.  The running costs of the bureau are calculated as stated above. These costs will be 
minimised by using staff at their current bases, rather than locating to a specific office in 
London. 

• PCC model.  For smaller scale rioting the bureau will not be implemented.  There is not 
expected to be an additional cost from a PCC lead model in these instances. 
 

Details of these calculations are in Annex A, Table 1. 
 

Table 8 – Summary Costs of Recommendation 4 
Affected Group Average Annual Costs Present value Costs (over ten years) 
Businesses £0.06m £0.53m 
Public Sector £0.01m £0.05m 
Individuals - - 
Total £0.07m £0.58m 

 
Recommendation 5 - a manual is prepared as soon as practicable to provide guidance on the type 
of claims that are likely to follow a riot, dealing with claimants unused to making claims and other 
issues. 
 
The actual costs associated with this option are: 

• Writing a manual.  This cost has not been quantified, but is likely to be a minimal one off 
cost. 

• Learning time costs.  These recurring costs will be felt by insurers and loss adjusters who 
are retained to run a bureau and the police who need to know best practice in the event of a 
riot.  We estimate that to read and familiarise yourself with the information contained in a 
manual will take half a day, and that 100 loss adjusters (the number who may need to be 
trained to staff a bureau as detailed in recommendation 4) and five members from each 
police force (or 215 police in total, who will manage the forces interest in riot damages 
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claims) will need to familiarise themselves with this manual, in order to be prepared for the 
implementation of a bureau.  Half the daily salary for pensions and insurance clerks is £47 
and for police officers is £88 (see Table 6 above). 

 
Details of these calculations are in Annex A, Table 2. 
 
Table 9 – Summary Costs of Recommendation 5 

Affected Group Average Annual Costs Present value Costs (over ten years) 
Businesses £0.00m £0.04m 
Public Sector £0.02m £0.16m 
Individuals - - 
Total £0.02m £0.20m 

 
Recommendation 6 - local authorities should be asked to include within their emergency plans 
planning for a riot-recovery service to provide coordinated advice and support for the range of 
problems that may follow a riot targeted on those most in need of such support and available for as 
long as it is needed. 
 
The implications of this recommendation are non-legislative and may be progressed without 
legislation.  For this reason the costs and benefits are not captured in this impact assessment.  
 
Recommendation 2 – that insurers should continue to receive compensation under new legislation 
but that their compensation should be capped. 
 
Recommendation 8 – cap compensation payable to insurers in future by reference to the turnover 
of the business insured, so that compensation is payable only in respect of payments made to small 
businesses. 
 
Recommendation 10 - apply the cap to compensation payable directly to victims of riots, that is to 
those who are uninsured, or to businesses which self-insure, and to excesses which are not 
covered by insurance. 
 
These recommendations refer to the capping of payments to those businesses whose turnover is 
greater than £2m.  This option does not pursue such a cap and instead implements a cap on the 
amount that can be paid out on a single claim to £1m.  This option was suggested by a number of 
respondents to the consultation who believed that such a cap would maintain the principal of police 
liability whilst still giving consideration to the public purse.  The value of the cap was set in direct 
reference to replies to the consultation. Respondents felt that this should provide sufficient 
protection to small businesses whose claims are not high value, whilst limiting payments to large 
businesses.  This is illustrated by the number of claims in 2011, which would have been effected by 
such a cap.  Of the 1,577 claims from 2011 for which we have detailed information, only 23 (1.5% of 
all claims) would have been above this claim cap and therefore not receive their full compensation 
amount.  These 23 were made up of approximately 3 domestic claims (0.2% of all claims), 11 small 
business claims (0.7% of all claims) and 9 large business claims (0.6% of all claims). 
 
There will be some exceptions to this cap such as not-for-profit organisations and charitable 
organisations and multi-occupancy buildings that have separate freehold and leasehold.  Not-for-
profit and charitable organisations have been excluded as such a cap could mean that their work 
and donations to them could be jeopardised.  Multi-occupancy buildings have been excluded as it 
has been brought to our attention that should the building be damaged during a riot, the freeholder 
may be capped on their claims, leaving the leaseholders with no accommodation. 
 
These costs are transfers and feature as equal and opposite benefits to another group: 
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• Reduction in compensation experienced by uninsured claimants with claims over £1m.  They 
will see a reduction in payments to a maximum of £1m.  Details in Annex A, table 3. 

• Reduction in compensation experienced by insurers providing cover for claimants with 
claims over £1m.  This includes Individuals and businesses.  Insurers will not be 
compensated any value which exceeds £1m.  Details in Annex A, table 4. 

 
Table 10 – Summary Costs of Recommendation 2, 8 and 10 
Affected Group Average Annual Costs Present value Costs (over ten years) 
Businesses £3.73m £32.07m 
Public Sector - - 
Individuals £0.06m £0.49m 
Total £3.78m £32.56m 

 
Recommendation 12 – new legislation should include cars and other vehicles within the scope of 
compensation. 
 
These costs are transfers and feature as equal and opposite benefits to another group: 

• Compensation from public sector to individuals with third party, fire and theft vehicle claims.  
These claims would not be paid under an individuals’ insurance, as this type of policy does 
not provide coverage for the type of damage sustained in riots.  The Association of British 
Insurers (ABI) estimates that in 2011, there were 90 claims from individuals and that across 
the UK only 4% of insurance policies are third party, fire and theft.  In 2011, the average 
individuals claim was around £2,300 (in 2015 prices) per claim. 

• Compensation from public sector to businesses with third party, fire and theft vehicle claims. 
The ABI estimates that in 2011, there were 17 claims from businesses and that the average 
business vehicle claim was £5,300 (in 2015 prices) per claim. 

 
The anticipated numbers of claims have been based on this and can be found in Annex A, table 5.   

 
Table 11 – Summary Costs of Recommendation 12 
Affected Group Average Annual Costs Present value Costs (over ten years) 
Businesses - - 
Public Sector £0.00m £0.01m 
Individuals - - 
Total £0.00m £0.01m 

 
Extended time periods 
Outside of the independent reviewers’ recommendations, we intend to extend the time period under 
which claims can be submitted to a total of 42 days for submitting a claim and 90 days for submitting 
supporting information for the claim.  The current limits were extended from 14 days to 42 days in 
2011, but this time period was expected to be sufficient for the submission of all evidence.  This 
proposal was overwhelmingly supported in the consultation responses. 
 
These costs are transfers and feature as equal and opposite benefits to another group: 
 

• Compensation from public sector to those people who previously were too late to claim.  In 
the 2011 riots, the Metropolitan Police received 59 claims that were out of the time period for 
submission.  These claims were rejected, but they and similar out of time claims could be 
accepted under this proposal.  These claims would be eligible to the level of compensation 
being offered to current in time claimants. 

 
Details of the number of claims and value of them are in Annex A, Tables 6, 7 and 8. 
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Table 12 – Summary Costs of extended time claims 
Affected Group Average Annual Costs Present value Costs (over ten years) 
Businesses - - 
Public Sector £0.29m £2.53m 
Individuals - - 
Total £0.29m £2.53m 

 
Recommendation 16 – new legislation should provide for compensation to be paid in future on the 
basis of the replacement value of the property damaged, not indemnity (except in the case of 
vehicles). 
 
The Government intends to introduce payments on a new-for-old basis, rather than indemnity as is 
currently provided, in line with recommendation 16, although there will be certain exemptions 
including for motor vehicles and items such as perishable stock.  
 
Indemnity value relates to the principle that individuals who are compensated should be left in an 
equivalent state to that before the damage was caused, i.e. you do not receive money to buy a 
brand new possession, but rather a possession the same age and condition as the one damaged or 
stolen.  Replacement value would mean that instead of these individuals receive compensation to 
buy a brand new possession.    Following 2011, some businesses and individuals struggled to 
restore/replace items with the compensation they were awarded, this was due to the fact that 
second hand items were not always available.  New-for-old values would enable them to replace 
these items. 
 
A small amount of data was provided by Greater Manchester Police which indicated that on average 
(across 47 claims) the replacement values of the claims were 1.53 times greater than the indemnity 
cost of the claims. 
 
These costs are transfers and feature as equal and opposite benefits to another group: 

• All in time claimants (with claims below £1m) could gain greater compensation.  See Annex 
A table 9. 

• All out of time claimants (with claims below £1m) could gain greater compensation.  See 
Annex A table 10. 

 
Tables 9, 10 and 11 in Annex A sets out how the average annual costs have been calculated. 

 
Table 13 – Summary Costs of Recommendation 16 
Affected Group Average Annual Costs Present value Costs (over ten years) 
Businesses - - 
Public Sector £1.13m £9.72m 
Individuals - - 
Total £1.13m £9.72m 

 
Excess Payments 
There is also a proposal that claimants under the new riots legislation should pay an excess of £100 
per claim that they present.   
 
Costs associated with this are: 

• A £100 charge per claim to all claimants. 
 
Details of the calculations behind this are presented in Annex A, Table 12. 
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Table 14 – Summary Costs of Excess payments 
Affected Group Average Annual Costs Present value Costs (over ten years) 
Businesses £0.03m £0.29m 
Public Sector - - 
Individuals Too small £0.01m 
Total £0.03m £0.30m 

 
Temporary Accommodation Payment 
 
In this Impact Assessment we have taken into account an additional measure introduced during the 
passage of the Riot Compensation Act to provide temporary accommodation payments for up to 
132 days for claimants whose residential properties are left uninhabitable because of a riot. 
 
Information provided by the Metropolitan Police indicates that around 40 properties were left 
unusable during the 2011 riots. Of these, around 30% were residential properties. No data is 
available for the number of affected properties in relation to the other two types of riots considered 
in this IA – that is, the bureau scale and small scale ones. Therefore, in line with the approach taken 
elsewhere in this appraisal, it has been assumed that the number of affected properties under 
bureau scale rioting would be the same as for large rioting. In addition, it is reasonable to believe 
that the number of properties affected during smaller riots is likely to be relatively small, and 
therefore we have assumed an average of 5 properties per riot. The share of residential properties 
has been assumed to be the same as for the 2011 riots (around 30%).  
 
The median daily rent for residential properties has been assumed to be £48. It was calculated 
based on a median monthly rent in London of £1,473 as of September 2016 (source: Private Rental 
Market Statistics, November 2016, Valuation Office Agency). This is likely to be an upper estimate 
as average rental levels in London are typically higher than in the rest of the UK. 
 
There is uncertainty about how long alternative accommodation was needed for during the 2011 
riots, on average. Under the  assumption that all individuals affected are offered accommodation for 
exactly 132 days, there will be an additional cost to the Government of around £0.02m per year on 
average, or approx. £0.21m over ten years (present value). Costs are distributed over a period of 
ten years, in line with the frequency of rioting. This impact is a transfer from the public sector to 
individuals and will therefore feature as a benefit of the same amount to individuals. 

 
Costs of Option 2 
 
The sum of proposals indicates that each group considered (businesses, public sector and 
individuals) face a cost as a result of this option, although in many cases that cost is a transfer.  This 
will be reflected when considering the benefits.  The total costs are in table 15. 
 
Table 15 – Summary Costs of Option 2 
Affected Group Average Annual Costs Present value Costs (over ten years) 
Businesses £3.83m £32.93m 
Public Sector £1.47m £12.69m 
Individuals £0.06m £0.50m 
Total £5.36m £46.12m 
 
Direct benefits 

 
Under this option there will be benefits to individuals, large businesses, insurers, Central 
Government, Local Government and the police.  The benefits have been broken down into those 
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relating to specific recommendations as put forward in the Independent Review. Only three 
recommendations result in actual benefits.  The rest are transfers. 
Recommendation 4 - a riot claims bureau is developed by agreement between the Home Office 
and the insurance industry, to be staffed by experts in claims handling and loss adjusting drawn 
from several companies, to be ready to start work immediately after a riot, with delegated power to 
decide claims. 
 
This recommendation is partially amended as the bureau will largely be staffed by loss adjusters 
rather than insurers. 
 
The actual benefits of this recommendation are as follows: 

• Loss adjusters receipt of a retainer.  This retainer is likely to be equal to 10% of the running 
costs of such a bureau.  This is a transferred benefit and is counteracted by an equal and 
opposite cost to Government.  The benefits are captured in Annex A, table 1. 

• Benefits to claimants through a bureau.  The use of a bureau in mid-large scale riots will 
ensure that claimants are dealt with in a consistent and streamlined manner, by specialists at 
claims management.  These benefits are not quantified but could be significant should a 
large scale riot occur again. 

 
Table 16 – Summary Benefits of Recommendation 4 

Affected Group Average Annual Benefits Present value Benefits (over ten years) 
Businesses £0.01m £0.05m 
Public Sector - - 
Individuals - - 
Total £0.01m £0.05m 

 
Recommendation 5 - a manual is prepared as soon as practicable to provide guidance on the type 
of claims that are likely to follow a riot, dealing with claimants unused to making claims and other 
issues. 
 
The actual benefits of this recommendation are as follows: 
 

• Time savings.  This will be experienced by all businesses and individuals involved in the 
claims process including, PCCs, insurers, loss adjusters and claimants.  The full extent of 
these time savings is not known and so this has not been quantified. 

• Transparency. Having a manual, which clearly sets out these allowances in an easy to 
understand way, will ensure that the process is transparent to claimants.  The degree of 
benefit from transparency is difficult to estimate so it has not been quantified. 

 
There are no quantified benefits of this recommendation. 
 
Recommendation 6 – local authorities should be asked to include within their emergency plans 
planning for a riot-recovery service to provide coordinated advice and support for the range of 
problems that may follow a riot targeted on those most in need of such support and available for as 
long as it is needed. 
 
The implications of this recommendation are non-legislative and may be progressed without 
legislation.  For this reason the costs and benefits are not captured in this impact assessment.  
 
Recommendation 2 – that insurers should continue to receive compensation under new legislation 
but that their compensation should be capped. 
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Recommendation 8 – cap compensation payable to insurers in future by reference to the turnover 
of the business insured, so that compensation is payable only in respect of payments made to small 
businesses. 
 
Recommendation 10 - apply the cap to compensation payable directly to victims of riots, that is to 
those who are uninsured, or to businesses which self-insure, and to excesses which are not 
covered by insurance. 
 
As discussed in the costs section this option, instead of a turnover cap as recommended, pursues a 
cap on the value of claims. 
 
These benefits are simply transfers and are matched by an equal and opposite cost to another 
group: 

• Saving in reduction of compensation from public sector.  PCCs will be limited in the level of 
compensation that they are required to pay out to large claims.  This saving mirrors the cost 
to businesses and individuals who no longer receive as much compensation as previously.  
The benefits are clearly set out in Annex A, tables 3 and 4. 

 
Table 17 – Summary Benefits of Recommendation 2, 8 and 10 
Affected Group Average Annual Benefits Present value benefits (over ten years) 
Businesses - - 
Public Sector £3.78m £32.56m 
Individuals - - 
Total £3.78m £32.56m  

 
Recommendation 12 – new legislation should include cars and other vehicles within the scope of 
compensation. 
 
Recommendation 12, which provides for compensation for vehicle damage, will enable businesses 
and individuals to reclaim these costs in line with third party, fire and theft insurance.   
 
These benefits are simply transfers and are matched by an equal and opposite cost to another 
group: 

• Benefit to individuals from limited compensation for vehicle damage.  Again, the benefits 
reflect the costs as this would be a transfer.  The calculations for the value of this 
recommendation are set out in Annex A, table 5. 

• Benefit to businesses from limited compensation for vehicle damage.  As with the benefits to 
individuals these benefits are a transfer and are set out in Annex A, table 5. 

 
Table 18 – Summary Benefits of Recommendation 12 

Affected Group Average Annual Benefits Present value Benefits (over ten years) 
Businesses Too small Too small 
Public Sector - - 
Individuals Too small £0.01m 
Total Too small £0.01m 

 
Extended Time Periods 
The proposed extension of the application period will mean that a number of businesses and 
individuals whose claims were submitted too late to be considered under the Act will now be 
covered by new riots legislation.   
 
These benefits are simply transfers and are matched by an equal and opposite cost to another 
group: 
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• Compensation to previously late claimants.  The benefits reflect the costs as this is a 
transfer.  Benefits would be experienced by businesses, including insurers and individuals.  
Details of the calculations are in Annex A, tables 6, 7 and 8. 

 
 
Table 19 – Summary Benefits of extended time 

Affected Group Average Annual Benefits Present value Benefits (over ten years) 
Businesses £0.29m £2.49m 
Public Sector - - 
Individuals Too small £0.04m 
Total £0.29m £2.53m 

 
Recommendation 16 – new legislation should provide for compensation to be paid in future on the 
basis of the replacement value of the property damaged, not indemnity (except in the case of 
vehicles). 
 
The Government intends to introduce payments on a new-for-old basis, rather than indemnity as is 
currently provided, in line with recommendation 16, although there will be certain exemptions 
including for motor vehicles and items such as perishable stock. 
 
The introduction of new-for-old payments rather than old-for-old will have two major effects, those 
on claims originally within time and those on claims submitted in the extended time period. 
 
These benefits are simply transfers and are matched by an equal and opposite cost to another 
group: 

• Increase in compensation for currently in time claimants.  In time claimants will be eligible for 
replacement value rather than indemnity value on their claims.  This is a transfer of the costs 
to government, and the calculations can be found in Annex A, table 9. For in time claims, it is 
estimated that individuals will benefit by £0.02m on average annually, whilst businesses 
including insurers will benefit by £1.05m on average annually. 

• Increase in compensation for out of time claimants.  Similarly to in time claimants this is a 
transfer of the cost to government set out in Annex A, table 10.  For extended time claims, it 
is estimated that individuals will benefit by less than £10k on average annually, whilst 
businesses will benefit to the extent of £0.07m annually.  

 
Total benefits of this option are in Annex A, table 11. 

 
Table 20 – Summary Benefits of Recommendation 16 
Affected Group Average Annual Benefits Present value Benefits (over ten years) 
Businesses £1.11m £9.51m 
Public Sector - - 
Individuals £0.02m £0.21m 
Total £1.13m £9.72m 

 
Excess payments 
There is also a proposal that claimants under the new riots legislation should pay an excess of £100 
per claim that they present.   
 
Benefits associated with this are: 

• Government receipt of excess payments. 
 
Details of the calculations behind this are presented in Annex A, Table 12. 

 
Table 21 – Summary Benefits of Excess payments 



 

19 

 
 

Affected Group Average Annual Benefits Present value Benefits (over ten years) 
Businesses - - 
Public Sector £0.03m £0.30m 
Individuals - - 
Total £0.03m £0.30m 
Temporary Accommodation Payment 
 
In this Impact Assessment we have taken into account an additional measure introduced during the 
passage of the Riot Compensation Act to provide temporary accommodation payments for up to 
132 days for claimants whose residential properties are left uninhabitable because of a riot. 
 
The additional benefit to private individuals is expected to amount to around £0.02 per year on 
average, or approx. £0.21m over ten years (present value). See the costs section above for detail 
as to how these estimates were derived. 
 
Benefits of Option 2  
 
The overall monetised benefits of Option 2 are described in table 22. 

 
Table 22– Benefits of Option 2 
Affected Group Average Annual Benefits Present value Benefits (over ten years) 
Businesses £1.40m £12.06m 
Public Sector £3.82m £32.86m 
Individuals £0.05m £0.47m 
Total £5.27m £45.38m 

 
Wider impacts 
 
In addition to the above there could be significant non-monetised benefits of this option.  By capping 
claims to a maximum of £1m, businesses and individuals should be better encouraged to take out 
sufficient levels of insurance and other protection, as they will not necessarily be able to reclaim the 
full value of losses.  This reduces the scope for moral hazard, where businesses or individuals do 
not take out appropriate security measures to protect their possessions in the event of riots and 
instead rely upon guaranteed government compensation.  We are unable to measure this as it is 
unclear what volume of behavioural change is expected. 
 
Impacts on businesses 
 

The costs and benefits to businesses have been discussed above. Overall, this option has an 
Equivalent Annual Net Direct Cost to Business (EANDCB) of £2.4m.  A further analysis of the 
distribution of these impacts is discussed in Annex B, the Small and Micro Business assessment for 
the policy. 
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Table 23– Breakdown of the EANDCB by 

recommendation

Recommendation Costs Benefits Net

4) Run a bureau
£0.1m Too small £0.1m

5) Familiarise with 

manual Too small n/a Too small

2+8+10) Claims 

capped at £1m £3.7m n/a £3.7m

12) Vehicle 

coverage n/a Too small Too small

Out of time support

n/a £1.1m -£1.1m

16) Replacement 

value n/a £0.3m -£0.3m

Excess
Too small Too small Too small

Total £3.8m £1.4m £2.4m  
 

Summary of costs and benefits 

Given the present value costs of this option (£46.1m) and the present value benefits (£45.4m), the 
net present value of this option is -£0.7m. The majority of costs and benefits are transfers and 
produce a neutral NPV, however, the implementation of a bureau, which will improve processes and 
experiences for claimants presents a cost. The requirement for public sector and insurance staff to 
familiarise themselves with the proposed manual will also present a cost. These are the only actual 
costs and total £0.7m, hence the negative monetised NPV. There could however be significant 
benefits which are non-monetised, should they amount to £0.1m on average annually this option 
would become cost neutral. 

 
Option 3 - Repeal the Act and replace with a turnover cap of £5m, but otherwise largely in 
line with the reviewers recommendations 

 
The premise for which recommendations are proceeded in this option is largely the same as Option 
2.  The main differences are the turnover cap which will change the number of claims that are 
compensated, and the additional measure to provide temporary accommodation which is only 
considered under Option 2.  
 
Direct Impacts 
 
Direct costs 

 
Under this option there will be costs to individuals, large businesses, insurers, central government, 
local government and the police.  The costs have been broken down into those relating to specific 
recommendations as put forward in the Independent Review. Only three of the recommendations 
are actual costs.  The other recommendations represent transfers only. 
 
Recommendation 4 - a riot claims bureau is developed by agreement between the Home Office 
and the insurance industry, to be staffed by experts in claims handling and loss adjusting drawn 
from several companies, to be ready to start work immediately after a riot, with delegated power to 
decide claims. 
 
This recommendation is partially amended as the bureau will largely be staffed by loss adjusters 
rather than insurers. 
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The actual costs of this recommendation are identical to that of Option 2.  The turnover cap has no 
bearing on the running of a bureau. 

 
Details of these calculations are in Annex A, Table 1. 

 
Table 24 – Summary Costs of Recommendation 4 

Affected Group Average Annual Costs Present value Costs (over ten years) 
Businesses £0.06m £0.53m 
Public Sector £0.01m £0.05m 
Individuals - - 
Total £0.07m £0.58m 

 
Recommendation 5 - a manual is prepared as soon as practicable to provide guidance on the type 
of claims that are likely to follow a riot, dealing with claimants unused to making claims and other 
issues. 
 
The actual costs of this recommendation are identical to that of Option 2.  The turnover cap has no 
bearing on the writing of a manual. 
 
Details of these calculations are in Annex A, Table 2. 

 
Table 25 – Summary Costs of Recommendation 5 
Affected Group Average Annual Costs Present value Costs (over ten years) 
Businesses Too small £0.04m 
Public Sector £0.02m £0.16m 
Individuals - - 
Total £0.02m £0.20m 

 
Recommendation 6 - local authorities should be asked to include within their emergency plans 
planning for a riot-recovery service to provide coordinated advice and support for the range of 
problems that may follow a riot targeted on those most in need of such support and available for as 
long as it is needed. 
 
The implications of this recommendation are non-legislative and may be progressed without 
legislation.  For this reason the costs and benefits are not captured in this impact assessment.  
 
Recommendation 2 – that insurers should continue to receive compensation under new legislation 
but that their compensation should be capped. 
 
Recommendation 8 – cap compensation payable to insurers in future by reference to the turnover 
of the business insured, so that compensation is payable only in respect of payments made to small 
businesses. 
 
Recommendation 10 - apply the cap to compensation payable directly to victims of riots, that is to 
those who are uninsured, or to businesses which self-insure, and to excesses which are not 
covered by insurance. 
 
These recommendations refer to the capping of payments to those businesses whose turnover is 
greater than £2m.  This option pursues a slightly different route, using a turnover cap of £5m.  
Information from the ABI suggested that only a third of commercial claims in 2011 would qualify 
under a £2m turnover cap, and that many small businesses would remain unprotected.  They 
proposed that as over half of commercial claims were from businesses with a turnover of £5m or 
less this level may be more appropriate and provide protection for more small businesses.   
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This change effectively means that any businesses described as large would not receive 
compensation for riot damages. 
 
These costs are transfers and feature as equal and opposite benefits to another group: 

• Complete loss of compensation for uninsured businesses with a turnover of more than £5m.  
These businesses will receive no compensation under this proposal.  Details in Annex A, 
table 13. 

• Reduction in compensation experienced by insurers providing cover for business claimants 
with a turnover of over £5m.  Insurers will not be compensated for any claim from these 
businesses.  Details in Annex A, table 14. 

 
To illustrate the effect of such a change, consider that, of the 1,577 claims in the Metropolitan Police 
area from 2011 for which we have detailed information, around 560 would no longer qualify for 
compensation. 
  
Table 26 – Summary Costs of Recommendation 2, 8 and 10 

Affected Group Average Annual Costs Present value Costs (over ten years) 
Businesses £5.54m £47.68m 
Public Sector - - 
Individuals Too small Too small 
Total £5.54m £47.68m 

 
Recommendation 12 – new legislation should include cars and other vehicles within the scope of 
compensation. 
 
These costs are transfers and feature as equal and opposite benefits to another group: 

• Compensation from public sector to individuals with third party, fire and theft vehicle claims.  
These claims would not be paid under an individual’s insurance, as this type of policy does 
not provide coverage for the type of damage sustained in riots.  The ABI estimates that in 
2011, there were 90 claims from individuals and that across the UK only 4% of insurance 
policies are third party, fire and theft.  In 2011, the average individuals claim was £2,300 per 
claim (in 2015 prices). 

• Compensation from public sector to small businesses with third party, fire and theft vehicle 
claims. The ABI estimates that in 2011, there were 17 claims from businesses and that the 
average business vehicle claim was £5,300 per claim (in 2015 prices). 

 
The anticipated numbers of claims have been based on this and can be found in Annex A, table 15.   

 
Table 27 – Summary Costs of Recommendation 12 

Affected Group Average Annual Costs Present value Costs (over ten years) 
Businesses - - 
Public Sector Too small £0.01m 
Individuals - - 
Total Too small £0.01m 

 
Extended time periods 
Outside of the independent reviewers recommendations we intend to extend the time period under 
which claims can be submitted to a total of 42 days for submitting a claim and 90 days for submitting 
supporting information for the claim.  This proposal was overwhelmingly supported in the 
consultation responses. 
 
These costs are transfers and feature as equal and opposite benefits to another group: 

• Compensation from public sector to those people who previously were too late to claim.  In 
the 2011 riots, the Metropolitan Police received 59 claims that were out of the time period for 
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submission.  These claims were rejected, but they and similar out of time claims could be 
accepted under this proposal.  These claims would be eligible to the level of compensation 
being offered to current in time claimants. 

 
Details of the number of claims and value of them are in Annex A, Tables 6, 7 and 16. 

 
Table 28 – Summary Costs of extended time claims 

Affected Group Average Annual Costs Present value Costs (over ten years) 
Businesses - - 
Public Sector £0.16m £1.40m 
Individuals - - 
Total £0.16m £1.40m 

 
Recommendation 16 – new legislation should provide for compensation to be paid in future on the 
basis of the replacement value of the property damaged, not indemnity (except in the case of 
vehicles). 
 
The Government intends to introduce payments on a new-for-old basis, rather than indemnity as is 
currently provided, in line with recommendation 16, although there will be certain exemptions 
including for motor vehicles and items such as perishable stock. 
 
Indemnity value relates to the principle that individuals who are compensated should be left in an 
equivalent state to that before the damage was caused, i.e. you do not receive money to buy a 
brand new possession, but rather a possession the same age and condition as the one damaged.  
Replacement value would mean that instead of these individuals receive compensation to buy a 
brand new possession.    Following 2011, some businesses and individuals struggled to 
restore/replace items with the compensation they were awarded, this was due to the fact that 
second hand items were not always available.  New-for-old values would enable them to replace 
these items. 
 
 A small amount of data was provided by Greater Manchester Police which indicated that on 
average (across 47 claims) the replacement values of the claims were 1.53 times greater than the 
indemnity cost of the claims. 
 
These costs are transfers and feature as equal and opposite benefits to another group: 

• Individual and small business in time claimants could gain greater compensation.   

• Individual and small business out of time claimants could gain greater compensation. 
 
Table 17, 18, 19, 20 and 21 in Annex A sets out how the average annual costs have been 
calculated. 

 
Table 29 – Summary Costs of Recommendation 16 

Affected Group Average Annual Costs Present value Costs (over ten years) 
Businesses - - 
Public Sector £2.71m £23.32m 
Individuals - - 
Total £2.71m £23.32m 

 
Excess payments 
There is also a proposal that claimants under the new riots legislation should pay an excess of £100 
per claim that they present.   
 
Costs associated with this are: 

• A £100 charge per claimant. 
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Details of the calculations behind this are presented in Annex A, Table 22. 

 
 

Table 30 – Summary Costs of Excess payments 
Affected Group Average Annual Costs Present value Costs (over ten years) 
Businesses £0.02m £0.19m 
Public Sector - - 
Individuals Too small £0.01m 
Total £0.02m £0.20m 

 
Costs of Option 3 
 
The sum of proposals indicates that each group considered (businesses, public sector and 
individuals) face a cost as a result of this option, although in many cases that cost is a transfer.  
This will be reflected when considering the benefits.  The total costs are in table 28. 
 
Table 31 – Summary Costs of Option 3 

Affected Group Average Annual Costs Present value Costs (over ten years) 
Businesses £5.63m £48.44m 
Public Sector £2.90m £24.94m 
Individuals Too small £0.01m 
Total £8.53m £73.39m 

 
Direct Benefits 

 
Under this option there will be benefits to individuals, large businesses, insurers, Central 
Government, Local Government and the police.  The benefits have been broken down into those 
relating to specific recommendations as put forward in the Independent Review. Only three 
recommendations result in actual benefits.  The rest are transfers. 
Recommendation 4 - a riot claims bureau is developed by agreement between the Home Office 
and the insurance industry, to be staffed by experts in claims handling and loss adjusting drawn 
from several companies, to be ready to start work immediately after a riot, with delegated power to 
decide claims. This recommendation is partially amended as the bureau will largely be staffed by 
loss adjusters rather than insurers. The actual benefits of this recommendation are identical to that 
of Option 2.  The turnover cap has no bearing on the running of a bureau. 

 
Details of these calculations are in Annex A, Table 1. 
 
Table 32 – Summary Benefits of Recommendation 4 
Affected Group Average Annual Benefits Present value Benefits (over ten years) 
Businesses £0.01m £0.05m 
Public Sector - - 
Individuals - - 
Total £0.01m £0.05m 

 
Recommendation 5 - a manual is prepared as soon as practicable to provide guidance on the type 
of claims that are likely to follow a riot, dealing with claimants unused to making claims and other 
issues. 
 
The actual benefits of this recommendation are identical to that of Option 2.  There are no 
quantifiable benefits. 
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Recommendation 6 – local authorities should be asked to include within their emergency plans 
planning for a riot-recovery service to provide coordinated advice and support for the range of 
problems that may follow a riot targeted on those most in need of such support and available for as 
long as it is needed. 
 
The implications of this recommendation are non-legislative and may be progressed without 
legislation.  For this reason the costs and benefits are not captured in this impact assessment.  
 
Recommendation 2 – that insurers should continue to receive compensation under new legislation 
but that their compensation should be capped. 
 
Recommendation 8 – cap compensation payable to insurers in future by reference to the turnover 
of the business insured, so that compensation is payable only in respect of payments made to small 
businesses. 
 
Recommendation 10 - apply the cap to compensation payable directly to victims of riots, that is to 
those who are uninsured, or to businesses which self-insure, and to excesses which are not 
covered by insurance. 
 
The benefits of this option differ from those in option 2, as no large business will qualify for 
compensation.   
 
These benefits are simply transfers and are matched by an equal and opposite cost to another 
group: 

• Saving in reduction of compensation from public sector.  PCCs will be limited in the level of 
compensation that they are required to payout to large claims.  This saving mirrors the cost 
to businesses and individuals who no longer receive as much compensation as previously.  
The benefits are clearly set out in Annex A, tables 13 and 14. 

 
 
 
Table 33 – Summary Benefits of Recommendation 2, 8 and 10 
Affected Group Average Annual Benefits Present value benefits (over ten years) 
Businesses - - 
Public Sector £5.54m £47.68m 
Individuals - - 
Total £5.54m £47.68m 

 
Recommendation 12 – new legislation should include cars and other vehicles within the scope of 
compensation. 
 
Recommendation 12, which provides for compensation for vehicle damage, will enable businesses 
and individuals to reclaim these costs in line with third party, fire and theft insurance.   
 
These benefits are simply transfers and are matched by an equal and opposite cost to another 
group: 

• Benefit to individuals from limited compensation for vehicle damage.  Again, the benefits 
reflect the costs as this would be a transfer.  The calculations for the value of this 
recommendation are set out in Annex A, table 15. 

• Benefit to businesses from limited compensation for vehicle damage.  As with the benefits to 
individuals these benefits are a transfer and are set out in Annex A, table 15. 

 
Table 34 – Summary Benefits of Recommendation 12 
Affected Group Average Annual Benefits Present value Benefits (over ten years) 



 

26 

 
 

Businesses Too small Too small 
Public Sector - - 
Individuals Too small £0.01m 
Total Too small £0.01m 

 
Extended Time Periods 
The proposed extension of the application period will mean that a number of businesses and 
individuals whose claims were submitted too late to be considered under the Act will now be 
covered by new riots legislation.   
 
These benefits are simply transfers and are matched by an equal and opposite cost to another 
group: 

• Compensation to previously late claimants.  The benefits reflect the costs as this is a 
transfer.  Benefits would be experienced by businesses, including insurers and individuals.  
Details of the calculations are in Annex A, table 7, 8 and 16. 

 
Table 35 – Summary Benefits of extended time 
Affected Group Average Annual Benefits Present value Benefits (over ten years) 
Businesses £0.16m £1.34m 
Public Sector - - 
Individuals £0.01m £0.05m 
Total £0.16m £1.40m 

 
Recommendation 16 – new legislation should provide for compensation to be paid in future on the 
basis of the replacement value of the property damaged, not indemnity (except in the case of 
vehicles). 
 
The Government intends to introduce payments on a new-for-old basis, rather than indemnity as is 
currently provided, in line with recommendation 16, although there will be certain exemptions 
including for motor vehicles and items such as perishable stock. 
 
The introduction of new-for-old payments rather than old-for-old will have two major effects, those 
on claims originally within time and those on claims submitted in the extended time period. 
 
These benefits are simply transfers and are matched by an equal and opposite cost to another 
group: 

• Increase in compensation for currently in time claimants.  In time claimants will be eligible for 
replacement value rather than indemnity value on their claims.  This is a transfer of the costs 
to government, and the calculations can be found in annex A, tables 17 and 19. For in time 
claims, it is estimated that individuals will benefit by £0.10m on average annually, whilst 
businesses including insurers will benefit by £2.59m on average annually. 

• Increase in compensation for out of time claimants.  Similarly to in time claimants this is a 
transfer of the cost to government set out in Annex A, tables 18 and 20.  For extended time 
claims, it is estimated that individuals will benefit by less than £0.01m on average annually, 
whilst businesses will benefit to the extent of £0.02m annually.  

 
Total Average Annual benefits of this option are in Annex A table 21. 
 
Table 36 – Summary Benefits of Recommendation 16 

Affected Group Average Annual Benefits Present value Benefits (over ten years) 
Businesses £2.60m £22.41m 
Public Sector - - 
Individuals £0.11m £0.90m 
Total £2.71m £23.32m 
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Excess payments 
There is also a proposal that claimants under the new riots legislation should pay an excess of £100 
per claim that they present.   
 
Benefits associated with this are: 

• Government receipt of excess payments. 
 
Details of the calculations behind this are presented in Annex A, Table 22. 

 
Table 37 – Summary Benefits of Excess payments 

Affected Group Average Annual Benefits Present value Benefits (over ten years) 
Businesses - - 
Public Sector £0.02m £0.20m 
Individuals - - 
Total £0.02m £0.20m 

 
Benefits of Option 3  
 
The overall benefits of Option 3 are described in table 37. 

 
Table 38 – Benefits of Option 3 
Affected Group Average Annual Benefits Present value Benefits (over ten years) 
Businesses £2.77m £23.81m 
Public Sector £5.56m £47.88m 
Individuals £0.11m £0.97m 
Total £8.44m £72.66m 

 
Wider impacts 
 
This option is likely to change the behaviour of fewer claimants than Option 2.  It will prevent large 
businesses from claiming and will encourage them to take out appropriate insurance and apply 
suitable protective measures but will not provide such incentives for small businesses and 
individuals. This is likely to offer a lesser scope for mitigating the moral hazard associated with 
compensation than Option 2 which will manifest as a greater cost to government. 
 
Impacts on businesses 
 

The costs and benefits to businesses have been discussed above. Overall, this option has an 
Equivalent Annual Net Direct Cost to Business (EANDCB) of £2.9m.  A further analysis of the 
distribution of these impacts is discussed in Annex B, the Small and Micro Business assessment for 
the policy. 
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Table 39– Breakdown of EANDCB by recommendation 
Recommendation Costs Benefits Net

4) Run a bureau £0.1m Too small £0.1m

5) Familiarise with 

manual Too small n/a Too small

2+8+10) 

Compensation cap £5.5m n/a £5.5m

12) Vehicle 

coverage n/a Too small Too small

Out of time support

n/a £2.6m -£2.6m

16) Replacement 

value n/a £0.2m -£0.2m

Excess Too small Too small Too small

Total £5.6m £2.8m £2.9m  
 
Summary of costs and benefits 

 
Given the present value costs of this option (£73.4m) and the present value benefits (£72.7m), the 
net present value of this option is -£0.7m.  There is expected to be an overall negative monetised 
impact from this option. 
 

Risks of options 2 and 3 
 
The main risk of this option is that it has been suggested that without the security of payments under 
the Act for all claimants, insurers may need to increase premiums or withdraw cover from areas to 
reflect the true risk that they would take on with respect to riots. This in turn may lead to businesses 
being unable or unwilling to establish themselves in areas that are affected most.  No evidence has 
been produced as to the extent of the increase in premiums.   
 
Anecdotal evidence points to the fact that premiums have risen in areas that have faced riots, and 
that premiums are still raised from the Toxteth riots in the 1980s.  However it has been identified 
that increases in premiums may not only be caused by riot damages, but may also be linked to a 
general rise in the level of criminality or damage in areas, which often go hand-in-hand with levels of 
rioting. 
 
Despite this, data published by the ABI (Annual General Insurance Overview Statistics 2012) 
indicates that there was no increase in claims in 2011, in fact the value of claims fell by 13% that 
year.  This indicates that the large scale rioting witnessed did not have a significant impact on the 
level of claims and it is unlikely that partially covering the costs of riots should mean a large 
increase in premiums.  In the same set of data, net written premiums are indicated to have actually 
fallen in 2012, the following year, by 1%.  It is possible that this is down to people not taking out 
insurance they previously had, because individual premiums had risen, however it is also possible 
and more likely that total premiums were unaffected by the rioting. 
 
Insurers do not currently capture riots in the premium models, and as such do not know the extent 
of changes in premiums.  Given this, insurers would have to write riots into their models before any 
change in premiums.  Additionally, given the infrequency and relatively low cost (compared to other 
exceptional events), the cost to insurers of writing this risk in is likely to be quite high.   
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Given the data following the 2011 riots, the difficulties of assessing the risk, and the low value of 
doing so, it is considered highly unlikely that this risk will materialise.  If it does materialise, it is 
believed that the costs to businesses and individuals through increased premiums, will be minimal. 

 
Without further information on pricing models it is impossible to evaluate the extent of this risk.  A 
potential legal risk is that it may not be possible to change compensation from the current 
replacement value system to a system of new-for-old payments.  This relates to the fact that the 
Riot (Damages) Act is currently set in relation to common/tort law, which states that damages 
should not be compensated to a better state but only to an equal state. 

 
OPTION 2 – Repeal the Act and replace with a claims cap, but otherwise largely in line with 
the reviewers recommendations 

There is a potential for legal challenges associated with this option.  Primarily there is the possibility 
of legal challenge from the level the cap is set at.  One of the problems with a cap is that it has to be 
set at a level, and anyone claiming for a larger value than the cap could be disappointed and mount 
a legal challenge.  Although 99% of claims in 2011 were below this cap level, some of the claims 
which were above £1m, were greatly above it, and the difference in compensation to claim might 
make such a legal challenge viable. 

 

OPTION 3 – Repeal the Act and replace with a turnover cap, but otherwise largely in line with 
the reviewers recommendations 

There is a similar risk with this option as compensation is being removed for some larger 
businesses.  There is a potential for legal challenge over level at which compensation is restricted.  
It is possible that a business with turnover just over £5m faces a total loss in the aftermath of riots.  
They could potentially challenge the level at which the cap has been set on a basis that it is 
arbitrary.  Similar problems could arise with those firms on the border of the cap level or those who 
progress above it and have not made adjustments to their insurance policies. 

 

Sensitivity Analysis 
 
The main sensitivity to this analysis is the value of claims that could be submitted.  Currently 
estimates use the median claim value from a sample of claims in 2011 or in earlier small scale riots.  
However, the distribution of claims values is skewed.  Table 38 details the upper quartile, lower 
quartile and median values of personal, small and large business claims. 
 
Table 40: Values of claims 
Riot Size Claimant 

type 

Boundary Lower Quartile Median Upper Quartile 

Large/ 

Bureau 

Riot 

Large 

Business 

<£1m £2,000 £5,800 £22,000 

>£1m £1,401,000 £1,414,000 £3,701,000 

Small 

Business 

<£1m £2,000 £5,800 £22,000 

>£1m £1,401,000 £1,414,000 £3,701,000 

Individual 
<£1m £1,600 £4,400 £11,000 

>£1m £1,494,000 £1,586,000 £1,959,000 

Small Riot 

Large 

Business 

<£1m £117,000 £233,000 £349,000 

>£1m £4,983,000 £4,983,000 £4,983,000 

Small 

Business 

<£1m £1,600 £5,600 £22,000 

>£1m £0 £0 £0 

Individual 
<£1m £900 £1,900 £4,000 

>£1m £0 £0 £0 

 
We have considered the impact of whether claims are higher (by using the upper quartile of values) 
in the high estimate or lower (by using the lower quartile of values) in the low estimate.  A change in 
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the value of claims will have zero net impact, as any change in costs is offset by a change in 
benefits as claims only affect transfers.  We have also considered sensitivity around the ratio of 
new-for-old.  This ratio is based on a very small sample of claims from 2011 and may not be fully 
representative.  The original assumption is that new-for-old is worth 1.53 times the value of old-for-
old.  This is altered by 25% in each case, so that in the low estimate it is anticipated to be 1.15 times 
and in the high estimate it is 1.91. 
 
The changes associated with these sensitivities are detailed in table 39. 
 
Table 41: Sensitivity analysis of claims values  

Current NPV High Estimate 

values NPV

Low Estimate values 

NPV

£35.0m

£2.5m £0.2m

Total
-£0.7m -£0.7m -£0.7m

Option 3 Businesses
-£24.6m £6.8m -£36.0m

Public Sector
£22.9m -£10.0m

Individuals
£1.0m

-£0.0m £0.3m -£0.2m

Total
-£0.7m -£0.7m -£0.7m

Option 2 Businesses
-£20.9m -£42.5m -£28.1m

Public Sector
£20.2m £41.4m £27.5m

Individuals

 
 

A second sensitivity is around the frequency of riots which could occur in future.  Throughout the 
impact assessment the frequency of riots over the ten years to 2011 has been used as an 
approximation for the number of riots in future years.  The frequency of riots has however changed 
greatly over time and appears to be becoming less frequent.  Rather than a full sensitivity analysis 
of this point, we have included information on the cost of each size riot, without adjusting for 
frequency.  These are summarised in table 40. 

 
Table 42: Values of riots 

 
 
Rationale and evidence that justify the level of analysis used in the IA  

This IA will be published alongside commencement of the Act and laying of Regulations, and 
therefore is an updated version of the IA that was used for both the consultation and the passing of 
the Bill in 2016. The changes mainly reflect the fact that an additional measure was introduced 
during the passage of the Bill (the temporary provision payments), and that all monetary estimates 

Large Riot NPV Bureau Riot NPV Small Riot NPV 

Businesses -£6.5m -£1.7m -£2.0m

Public Sector £5.9m £0.9m £1.2m

Individuals -£0.1m Too small Too small

Total -£0.7m -£0.7m -£0.7m

Businesses -£2.8m -£1.0m -£2.9m

Public Sector £1.3m £0.1m £2.2m

Individuals £0.8m £0.2m Too small 
Total -£0.7m -£0.7m -£0.7m

Option 2 

Option 3 
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in the IA have been updated in line with inflation, where appropriate. The methodology and the 
underlying data are the same as those used in the initial IA.  
 
Summary and preferred option with description of implementation plan 
 
The table below outlines the costs and benefits of the proposed changes.   
 

 
 

The options have the same net present value, so there is no way to distinguish them simply on net 
monetised impact. 
 
Option 2 is the recommended option for a number of factors.  It offers the lowest net cost to 
business, offering protection to them from reductions in compensation or potential increases in 
insurance premiums.  It is also much simpler to implement than a turnover cap, which would require 
the checking of tax returns, some businesses which have not been trading for an entire tax year 
may be unable to provide evidence of turnover levels.  A claims cap will also provide ease of 
understanding to claimants, insurers and to PCCs, businesses will immediately know, if their 
damage is extensive that the maximum they will receive is £1m, PCCs will also be able to determine 
their maximum liability (the number of claims received multiplied by £1m).  It also provides largest 
large net benefit to government, ensuring that consideration has been given to the public purse, it is 
true that this is not the largest net benefit to government, given by option 3, however the difference 
over ten years is small and justified by the reduced costs to businesses under option 2.  Finally, it 
reduces the scope for moral hazard as victims will not be compensated for excessive losses and will 
thus be encouraged to secure their property effectively, a behaviour that will bring about greater 

Option Costs Benefits 

2 

£46.1m (PV over 

10 years) 
£45.4m (PV over 

10 years) 

Businesses: 

£32.9m

Businesses: 

£12.1m

Cost to individuals: 

£0.5m

Benefit to 

individuals: £0.5m

Government: 

£12.7m

Government: 

£32.9m

3 

£73.4m (PV over 

10 years) 
£72.7m (PV over 

10 years) 

Businesses: 

£48.4m

Businesses: 

£23.8m

Cost to individuals: 

£0.01m

Benefit to 

individuals: £1.0m

Government: 

£24.9m

Government: 

£47.9m

Table 43 Costs and Benefits 

-£0.7m NPV 

 

-£0.7m NPV 

 
Source: Home Office Estimates (numbers may not sum due 

to rounding) 
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gains. For these reasons Option 2 meets the majority of the objectives of the policy and is therefore 
the recommended option from this economic analysis. 
 
Option 3, although similar to option 2, it does not offer as much protection for businesses.  It is also 
a lot more complicated to enforce, requiring access to tax returns and would have substantial 
evidential requirements on businesses to prove their level of turnover in addition to the value of their 
claims.  This increases the bureaucracy of the scheme.  This option does not meet as many of the 
objectives of the policy and is therefore not recommended. 
 
Option 2 is the recommended option as it satisfies most of the objectives of the policy despite a net 
present cost of £0.7m over the course of 10 years.  
 
Enforcement 
 
We will consider the enforcement throughout the development of guidance on compensation in the 
result of a riot, and will be included in further discussions with PCC offices which is where the main 
focus of enforcement will be.  One of the options that we are considering is mandating that PCCs 
and their offices should give regard to the new riots legislation and the guidance documents that are 
produced. 
 
Implementation 

 
The Government plans to commence the RCA on 6 April 2017 and lay supporting Regulations at the 
same time.  

 
Monitoring and Evaluation 
 
The effectiveness of the new regime would be monitored by collecting data from PCCs offices 
should there be a riot.  The experiences of these offices, in providing compensation under new riots 
legislation, will be valuable to evaluate if changes need to be made to the policy and how best to 
focus these changes. 
 
We will also seek to collect information on what safety precautions businesses had in place during 
the riot, to determine the benefits associated with a reduction in moral hazard. 
  
Feedback 
 
There were previous concerns raised early on that the implementation of a cap might lead to an 
increase in insurance premiums or cover for riot damage being withdrawn in high risk areas. 
However feedback from the insurance industry over the new RCA and supporting Regulations has 
been largely positive and there has been no suggestion of increases in premiums that will be 
implemented after the introduction of the RCA. 
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Annex B: Small and Micro Business Assessment 
 
Both options considered have a distributional impact on business. 
 
The policy proposal will have an impact on any uninsured and underinsured business that suffers 
damage from riots as well as on insurers.  It is not a legislative requirement on them, however the 
level of compensation they receive may change. 
 
The main aim of the proposal is to modernise current legislation from its original 1886 form. 
 
Current Practice  
Currently all businesses will receive a level of compensation based on the indemnity value of 
buildings and their contents.  This means that if these items are damaged they will be restored to 
the same level as previously.  There is no coverage for vehicles under current legislation. 

 
Business impacts 
We expect all types of businesses to be affected, although insured businesses will feel no direct 
impact.  Uninsured businesses of all sizes will be compensated directly and insurers will be 
compensated on behalf of all insured businesses. 
 
Option 2 will limit claims from all sizes of business and will mean that no individual business will be 
compensated for amounts greater than £1m. 
 
Option 3 will be more targeted by business size and will limit businesses with turnovers of more 
than £5m.  Under EU law, small businesses have turnovers of less than €10m.  This means that a 
number of small businesses may be unable to claim with a £5m turnover limit.  This limit however, 
captures 56% of all business claims following riots and has been informed by the insurance 
industry. 
 
Table 1 sets out the proportion of businesses that are insured and uninsured, the terminology of 
small and large business does not follow EU law, but instead follows the same usage as in the 
impact assessment.  Small businesses are considered to be those with less than £5m turnover.  
We are aware that this means that some small businesses under law, will actually be captured in 
the large business category, but the numbers of these will be low and the values attached to this 
group will also be low. 
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Table 1: Proportion of businesses affected 
Option 3

(no 

compensation

)

Small 

business 

claim <£1m

46% 9% 55% 0% 0%

Small 

business 

claim >£1m

1% 0% 1% 1% 0%

Large 

business 

claim <£1m

36% 7% 43% 0% 43%

Large 

business 

claim >£1m

1% 0% 1% 1% 1%

Total 83% 17% 100% 2% 44%

Insured Uninsured Total Option 2 

(reduced 

compensatio

n)

 
 

As well as considering the proportion of claims that will be ineligible to claim, it is important to 
consider the level of costs that they face.  As mentioned above, insured businesses will see no 
impact, they will receive settlement from their insurers as normal.  It will be their insurers that see a 
change in the compensation available to them.  For this reason when looking at value of impacts 
we consider uninsured small businesses (turnover <£5m), uninsured large businesses (turnover 
>£5m) and Insurers. 
 
Table 2 details the recommendations under option 2 and the impact they have on these three 
groups as Net Present Value over 10 years.  Table 3 does the same for recommendations 
proposed in option 3. 

 
Table 2: Impacts of Option 2 Recommendations on businesses. 

Insurers

(Large businesses)

4) Run a bureau - - -£0.48m -£0.48m

5) Familiarise with 

manual - - -£0.04m -£0.04m

2+8+10) Claims 

capped at £1m -£1.28m -£3.73m -£27.06m -£32.07m

12) Vehicle 

Coverage Too small Too small - Too small

Out of time support £0.15m £0.24m £2.10m £2.49m

16) Replacement 

value
£0.72m £0.71m £8.08m £9.51m

Excess -£0.02m -£0.02m -£0.24m -£0.29m

Total -£0.43m -£2.80m -£17.64m -£20.87m

Proportion of 

Business NPV 2% 13% 85% 100%

Recommendation Uninsured Small 

Business

Uninsured Large 

business

Total
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Table 3: Impacts of Option 3 Recommendations on businesses. 

 
 

In both options it can be seen that small businesses (with less than £5m turnover) are protected.  
Under option 2 they face just around 2% of the net present value to businesses, whilst larger 
businesses face a much greater cost.  Under option 3, small businesses will actually see gains, 
whilst large businesses and insurers face costs. 
 
In order to fully protect small businesses from costs under option 2, it would mean revising the 
proposal of capping claims at a total of £1m to a lower value.  It would be difficult to change this 
cap without hindering the policy. 
 
From the costs faced by businesses and individuals the public sector makes savings and it is these 
savings which help to fund the additional support for businesses in the form of out of time support 
and replacement value.  If the cap were to be removed then, under option 2, the net impact on 
small businesses would become positive, with a present value of £3.37m.  Unfortunately such a 
change will increase costs to the public sector, bring the net impact from £20.17m present value, to 
-£51.04m present value.  This is unaffordable and dismisses one of the objectives of the policy, 
which is to consider the impact on the public purse.  To make the policy affordable to the public 
sector, the recommendations of replacement value and out of time support would have to be 
dropped from the option.  This would then reduce benefits experienced by small businesses by 
around £3.22m, so that the net present value would be just £0.15 to small businesses. 
 
In addition to this, it is worth considering the volume of claims that would be capped under option 
2.  It is assumed that in a small riot, no claims from small businesses would be capped.  In a 
bureau scale riot there would be a cap imposed on up to one claim from small businesses.  In a 
large scale riot up to three claims from small businesses would be capped.  Given the frequencies 
of riots over ten years, the total number of small business claims that would be capped is up to four 
claims. 
 
For these reasons, it is not possible to remove the cap on claims without a reduction in the benefits 
experienced by small and large businesses.  The cap has a minimal impact on small businesses 
but is required in order to maintain the benefits of the policy. 
 

Insurers 

(Large businesses)

4) Run a bureau - - -£0.48m -£0.48m

5) Familiarise with 

manual - - -£0.04m -£0.04m

2+8+10) Claims 

capped at £1m Too small -£8.06m -£39.62m -£47.68m

12) Vehicle 

Coverage Too small Too small - Too small

Out of time support 
£0.18m Too small £1.16m £1.34m

16) Replacement 

value £3.04m Too small £19.37m £22.41m

Excess -£0.02m Too small -£0.16m -£0.19m

Total £3.20m -£8.06m -£19.77m -£24.64m

Proportion of 

Business NPV -13% 33% 80% 100% 

Recommendation Uninsured Small 

Business 
Uninsured Large 

business

Total


