
PART 1
(OPEN TO THE PUBLIC) ITEM NO.

REPORT OF THE CHIEF FINANCIAL OFFICER

TO: LEAD MEMBER OF FINANCE AND SUPPORT SERVICES 
THURSDAY, 3 JANUARY 2019

TITLE: BUSINESS RATES - COLLECTION FUND ESTIMATED FUND BALANCE 
CALCULATION 31 MARCH 2019.

RECOMMENDATIONS: 

That a £1.283m deficit be declared as the estimated Collection Fund balance as at 31st March 
2019 in respect of the business rates retention scheme.   

That delegated approval be granted to the S151 officer to approve the business rates estimate 
for 2018/19 and notify the respective amounts to be distributed to the council, and the Greater 
Manchester Combined Authority (GMCA in relation to their fire and rescue functions).

EXECUTIVE SUMMARY:

The Non-Domestic Rating (Rates Retention) regulations 2013 provide for the operation of the 
rates retention system through the council’s Collection Fund. They require a local authority to 
estimate the balance on its Collection Fund for the scheme as at 31st March each year and to 
notify the government and each relevant precepting authority of the amounts that have been 
calculated by 31st January in the preceding year. As part of the 100% rates retention pilot any 
balance is to be distributed to/borne by the council and GMCA (fire element) in the following year 
based on the prescribed share for each.

BACKGROUND DOCUMENTS:

Various reports and papers including business rates system reports, the Non-Domestic Rating 
(Rates Retention) regulations 2013 and appeals information from the valuation office agency.  

KEY DECISION: Yes

DETAILS:

See overleaf
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REPORT DETAILS

1. Background

1.1 Each billing authority is required to maintain a separate Collection Fund, which shows its 
transactions in relation to non-domestic rates and council tax, and illustrates the way in 
which these have been distributed to preceptors, the government and the General Fund.

1.2 Regulations require the council to make estimates in January each year of the deficit or 
surplus likely to arise at the end of the year in respect of business rate transactions and 
to notify the government and the fire authority by 31st January. As part of the 100% rates 
retention pilot, any such balance is to be distributed to/borne by the council (99%) and 
GMCA (fire) (1%) in accordance with the BRRS.

1.3 This report gives details of the Collection Fund transactions in respect of business rates 
in 2018/19. The analysis is based on actual data up to and including 30 November 2018 
projected to 31 March 2019. The projected outturn takes into account the net business 
rates yield in the year and the associated amounts paid to the fire authority and the council 
as their estimated share under the business rate retention scheme (BRRS) regulations. 
The net position produces a surplus or deficit on the Collection Fund in respect of business 
rates.  

2. Original estimate 2018/19

2.1 The council’s 2018/19 original estimate, as shown in the return to the government, forecast 
that our net business rate yield would be £90.488m and that the council’s share of retained 
income under the 100% rates retention pilot would be £89.583m. 

2.2 The estimate was considered prudent but highlighted the significant concern both locally 
and nationally about the impact of the cost of appeals in the system. This is covered in 
more detail in section 3 of this report.

2.3 The estimate provided for growth increasing the total business rates income by £1.1m in 
2018/19. This again was prudent reflecting the likely impacts of new assessments in the 
valuation process and the impacts of the council’s regeneration strategy.    

2.4 The assumed collection rate of 96.0% took into account the adverse impacts of the 
continued use of business rates avoidance tactics.   

3. Estimated outturn 2018/19  

3.1 A summary of the estimated outturn position with comparisons to the initial estimate is 
shown in the table below:
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Original 
estimate

Estimated 
outturn

Variance

£M £M £M
Gross rates payable (including growth) 117.951 120.300 2.349
Small business rate relief -7.131 -8.900 -1.769
Mandatory relief -7.769 -9.220 -1.451
Empty property relief -5.187 -5.415 -0.228
Discretionary relief -0.310 -0.546 -0.236
Other relief -0.206 -0.185 0.021
Estimated losses in collection -3.011 -3.500 -0.489
Costs of collection allowance -0.449 -0.449 0.000
Estimated cost of appeals -3.400 -3.300 0.100
2017/18 adjustment 0.000 0.420 0.420
Net rate yield excluding transitional arrangements 90.488 89.205 -1.283

To be distributed as follows:
 Council share (99%) 89.583 88.313 -1.270
 GMCA (fire and rescue functions) (1%) 0.905 0.892 -0.013

Total 90.488 89.205 -1.283

3.2 Key findings

The key findings are described below:

 The rateable value for the city has increased by 0.4% from £240.952m (Apr 2018) to 
£241.939 (Nov 2018). This reflects that there is considerable growth in the area that 
more than outweighs any reductions. Gross rates payable have also increased as 
a result of properties being brought onto the valuation list that include chargeable 
amounts for prior years. This means that the actual increase is more than can be 
observed from the current rateable value for the city alone. 

 The cost of small business rate relief has increased again this year due to a larger 
number of businesses being eligible to receive it since the government increased the 
threshold rateable values for the relief from April 2017. The level of relief provided in 
2018/19 has also increased as many of the cases have involved elements of 
backdating relief to prior years. The council receives a proportion (currently 68.6%) of 
the cost of this relief back as grant from the government and therefore the actual effect 
of the increase in relief on the council’s general fund will be lessened. 

 The main reason for the increase in the cost of mandatory relief is the issue of school 
academies. Schools are liable to pay for full business rates but academies are eligible 
for 80% mandatory relief and therefore when a school converts to an academy the 
cost of relief to be provided increases. Two high schools have converted during the 
year and backdated applications have been received from two academies that have 
previously converted.   

 Collection rates have been reviewed and this suggests that an overall collection rate 
of 96.5% is achievable for the post BRRS years commencing 2013/14. This is despite 
the continued use of business rates avoidance tactics.

 The estimated net yield is £89.2m.
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3.3 Appeals

3.3.1 The VOA continues to provide detailed historical information on appeals from the inception 
of the 2005 rating list to the end of the subsequent 2010 list. The current value of 
outstanding appeals against these lists is £176.4m and based on historical data it is 
anticipated that a provision for losses of around £4.9m will need to be included in the 
2018/19 accounts. 

3.3.2 The Government introduced the Check, Challenge, Appeal system on 1st April 2017 with 
the intention of streamlining the appeals process and reducing the number of speculative 
claims that reach the appeal stage. This system is only for appeals received from 1st April 
2017 against the 2017 valuation list and does not affect those outstanding against the 
2010 valuation list. Information from this new system has been limited to date and 
therefore it is difficult to gauge the likely number and value of appeals for the 2017/18 and 
2018/19 years but a prudent estimate has been provided for. 

 
4. Estimate 2019/20

4.1 Work is ongoing to provide the 2019/20 estimated business rates yield. This estimate will 
be calculated using the latest rateable value, the impact of changes in the rate poundage, 
the latest estimates of the appeals provision, collection rate data and the impacts of any 
relief. This will be reported as part of the NNDR 1 Non Domestic Rating Return to be 
submitted to MHCLG. This is an important part of the council’s budget planning process 
and therefore it is requested that the S151 officer is given delegated approval to certify 
and submit this return.

4.2 In 2019/20 Salford will continue to be part of the 100% rates retention pilot scheme that 
operates across Greater Manchester.    

5. Recommendation

5.1 That a deficit of £1.283m be declared as the estimated Collection Fund balance as at 31st 
March 2019 in respect of the business rates retention scheme. This will result in the 
following contributions being required in 2019/20:

£M
Salford City Council 1.270
GMCA (fire and rescue functions) 0.013

5.2 That delegated approval be granted to the S151 officer to approve the business rates 
estimate for 2019/20 and notify the respective amounts to be distributed to the council, 
government and the GM fire authority. 

Joanne Hardman
Chief Financial Officer

KEY COUNCIL POLICIES: Budget Strategy

ASSESSMENT OF RISK: Medium – it is the sixth year of the BRRS and second of the 100% 
rates retention pilot and therefore trends have not been firmly established. In particular the 
potential cost of outstanding appeals is still an extremely volatile area and could continue to 
have a substantial impact on the ultimate balance. However, some detailed historical evidence 
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has been gathered which does provide some reassurance as to the accuracy of certain 
assumptions made in the estimate. The Collection Fund will continue to be closely monitored 
during the year and will be reviewed at outturn 2018/19. The difference between the actual 
surplus or deficit at that stage will be factored in to future estimated balance calculations.

LEGAL IMPLICATIONS: Supplied by: Nicky Smith, Senior Solicitor

The Non-Domestic Rating (Rates Retention) Regulations 2013 provide for the operation of the 
rates retention system through the council’s Collection Fund. Under the Local Authority Finance 
Act 1988 billing authorities are required to pay a proportion of their non-domestic rating income 
to the Secretary of State. The regulations provide for the calculation of the surplus or deficit. The 
amount is to be estimated before the end of the year, and is to be apportioned between the 
billing authority, the Secretary of State and the major precepting authorities in the same 
proportions as the income was shared.

FINANCIAL IMPLICATIONS: Supplied by: Chris Hesketh, Head of Financial Management

 A £1.283m deficit declaration as the fund balance means that reduced distributions will be made 
to the council’s general fund and GMCA (fire) in 2019/20. 

PROCUREMENT IMPLICATIONS: N/A

There are no procurement implications contained within the report.

HR IMPLICATIONS: N/A 

Not Applicable

OTHER DIRECTORATES CONSULTED:

Not Applicable

CONTACT OFFICER: David Eden Tel. no. 793 3228 or e-mail david.eden@salford.gov.uk

WARD(S) TO WHICH REPORT RELATE (S): All


