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BOROUGH COUNCIL.

DECISION NOTICE
Key Executive Decision taken by an OFFICER

KEY DECISION

Title: NATIONAL NON DOMESTIC RATES (NNDR) 2016/17 TAX BASE

Person Taking Decision: Scott Crudgington

Decision has been included on Forward Plan?:

Yes

Decision is Urgent i.e. permission to waive the call-in rules is sought:

Yes

If ‘Yes’ the reason for urgency is:

Consideration of this matter cannot wait until the next meeting of the
Executive on 10 February as the Local Government Finance Act 2012
requires the tax base to be approved by 31 January 2016.

Pecision;

1.

That the Business Rates yield (excluding transitional arrangements but
after rate retention adjustments) for 2016/17 of £46,142,924(NNDR1
part 13 Line 12) be approved.

That the supporting NNDR1 return (Appendix A) be approved.
That the amount to be retained by Stevenage BC under the business
rates retention scheme be £2,382,201 for 2016/17 (net of the tariff and

including section 31 grant and including gains after the 50% levy is
applied).

That the return of balances from the General Fund to the Collection
Fund refating to 2014/15 and 2015/16 of £935,784 be noted.

That the projected Stevenage retained share for 2015/16 of 2,783,379
he approved.

That the supporting NNDR1 return (Appendix A) is approved.



Reasons for the Decision: As set out in the attached report
Other Options considered: As set out in the attached report

Declaration of Interest:

Dispensations granted by Standards Committee: None

Authorisation

Having considered the attached report and with regard to all relevant
considerations and the views of those consulted (see below), | authorise the

above decision.

.
Position: Cier wxerurve Date: 2¢/01/1b

Assistant Director - Finance — to approve the financial implications:

SiQHEdm Name: Clare Fletcher

DatEZ*S / } } 20’ éj

Borough Solicitor — to approve the legal implications

Name: Paul Froggatt

pate) ‘rh\_f% s

Strategic Director (if required) Not Required

| have been consulted on this issue and support the decision

Signed: Name;

Date:

Member Consultation:

| have been consulted on this issue and support the decision




Name: Joan Lloyd

Position: Portfolio holder for Resources | Date: 225 ~ & — /fy

Member Consultation:

| have been consulted on this issue and support the decision

Signed: Name:

Date:
Position:

Chair of the Overview & Scrutiny Committee (if required — delete
paragraphs that do not apply)

In accordance with the Council's Overview and Scrutiny Rules, | hereby agree
that the above decision is urgent and that the Call-in rule be waived.

Name: Lin Martin-Haugh
Date: zf{[@(/fé

Date of Decision:

Date of Publication:
Call-in Deadline:

Date of Implementation:
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BOROUGH COUNCIL

Meeting: EXECUTIVE Agenda ltem:
Portfolio Area: Resources
Date: 19 January 2016
NATIONAL NON DOMESTIC RATES (NNDR) 2016/17 TAX
BASE
KEY DECISION
Author — Clare Fletcher Ext. 2033
Contributors — Graeme Reid 01279 502127

Tim Greenwood Ext 2943
Lead Officers - Scott Crudgington Ext. 2185
Contact Officer -« Clare Fletcher Ext 2933

REASON FOR URGENCY

Consideration of this matter can not wait until the next meeting of the Executive on 10
February as the Local Government Finance Act 2012 requires the tax base to be
approved by 31 January 2016.

1. PURPOSE

1.1 To approve the National and Non Domestic Rates (NNDR) tax base for
2016/17.

1.2 To update Members on the 2015/16 projections for NNDR.

2. RECOMMENDATIONS

2.1 That the Business Rates yield (excluding transitional arrangements but after
rate retention adjustments) for 2016/17 of £46,142,924NN0R1patidLine ) he,
approved.

2.2 That the supporting NNDR1 return (Appendix A) be approved.

2.3 That the amount to be retained by Stevenage BC under the business rates
retention scheme be £2,382,201 for 2016/17 (net of the tatiff and including

| section 31 grant and including gains after the 5% levy is applied).

2.4 | That the return of balances from the General Fuiwd to the Collection Fund
relating to 2014/15 and 2015/16 of £935,784 be noted.

Calculation of the Business Rates Taxbase 1

For 201516 i
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That the projected Stevenage retained share for 2015/16 of 2,783,379 be
approved.

BACKGROUND

The Business Rates Retention Scheme which commenced on 1 April 2013
requires the Executive to formally approve the NNDR1 by the 31 January
immediately proceeding the financial year to which it relates. The NNDR1
contains details of the rateable values shown for the authority’s local rating list
at 30 September and enables the Council to calculate the expected income in
respect of business rates for the year - a proportion of which the Council will
retain from 2013/14 onwards.

Using a revised government form (NNDR1), the Coungcil is able to estimate the
gross yield from business rates to reflect local intelligence about likely
increases, or decreases, in the business rates that can be collected for the
year.

After certain deductions, including mandatory or discretionary relief and
adjustments to reflect losses on collection, this will give the authority's
estimated net rating income for the year which will be used to determine the -
payments that are due to central government by way of ¢central share, and to
the relevant precepting authorities (Hertfordshire County Council in the case of
SBC).

Income is shared between central government (50%), the county council
{10%) and district council (40%). Authorities are classified as “tariff’ (where
business rates income is higher than their assessed need) or “top up”( where
income is less than need), the difference being paid to or from central
government, Stevenage is a tariff authority and the County is a top up
authority. The sum of the district council's share and the tariff equals the
governments baseling need assessment of how much NNDR Stevenage will
retain. These figures are included in the annual formula grant settlement.

Growth in business rates income above that baseline figure is shared in the
same proportion so Stevenage receive 40%, but tariff authorities (such as
Stevenage) pay a levy on their share (60%). Conversely authorities are
protected from decline in business rate income by a safety net mechanism,
where central government reimburses losses greater than 7.5% below the
baseline assessment. Stevenage has made provision in its allocated reserves
for the impact of losing up to 7.5% of its NNDR income below its baseline
assessment.

Under the Business Rates Retention scheme, local authorities are also able to
come together on a voluntary basis to pool their business rates (subject to
approval from the government). This enables a greater proportion of any
business rates growth to be retained locally. For the financial year 2015/16
number of Authorities in P{‘artfordshire including Stevenage formed a pool a
received approval to do so. For Stevenage borough Councit this meant that a
levy of 5.62% rather than 50% would be paid on any gains above the baseline

Calculation of the Business Rates Taxbase 2
For 2015-16 E
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assessment for the year. There is no safety net arrangement with the pool so
losses above 7.5% of the baseline assessment must be met from the pool.

For 2016/17, ali Districts expressed an interest in pool membership, and Herts
Chief Financial Officers (MCFQO) undertook modelling based on forecast
husiness rates for all ten districts, to identify optimum pool membership.
Stevenage's projected business rate yield was not deemed sufficient for the
coming year and so is not included in the 2016/17 Hertfordshire pool.

The Executive resolved on the 19 January that delegated authority be given to
the Assistant Director (Finance), following consultation with the Portfolio
Holder for Resources, to approve the NNDR Tax Base 2016/2017 and that the
Chair of the Overview & Scrutiny Committee be requested to consider a waiver
of the call-in period in order for this decision to meet the 31 January statutory
deadling.

NNDR1 Projections for 2015/16

The NNDR 1 has been completed for 2016/17 and includes the outturn
position for 2014/15 and the projected position for 2015/16.

Part four of the NNDR1 addresses the balances owed to/by the preceptors and
the government. The opening balance on the NNDR 1 (part 4} is a surplus of
£1,550,153 and this relates to the 2013/14 and 2014/15. Stevenage's share of
the surplus is £620,061 and was reported in the September and November
MTFS update.

Part four of the NNDR 1 also addresses the 2015/16 projected outturn position
compared to the NNDR1 for 2015/16, which is shown below.

Gross Yield 53,087,154 | 51,507,855 | (1,579,299)
Reliefs

(mandatory/ (3,571,441) | (2,877,945) 693,496
discretionary)

531 (3886,000) (502,843) (116,843)
Bad Debt (900,000) {826,000} 74,000
Cost of Collection (112,274) (112,274) 0
Appeals (400,000} |  (411,245) (11,245)
Total 47,717,439 | 46,777,548 | (939,891)

)

4.1.4 The net yield after adjustments for bad debt and appeals is estimated to be

£46,777.548, which is £939,891 lower than previously estimated. The yield has

Calcutation of the Business Rates Taxbase 3
For 201516 E
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reduced for a number of reasons which are listed below. However £514,055
was excluded from the 2015/16 NNDR estimates as there was uncertainty
about the number of office to residential conversions and the number and value

of appeals.

£200.000 £451,000

£393,000

£400,000

£300,000 -

£200,000

E£100,000

£90,000

£100,000 7

EQ 4 4 -
Doctors Office Deletion of Units New Build Relief
Surgeries-appeal  Conversions pranted

recuction higher 94,109

-€100,000

-£200,000

"i.  The gross yield has been reduced by changes to the valuation of a group
of assets, the assumed appeal reduction of 6% compared to the actual
reduction anticipated to be 70%, a difference of £393,000.

ii. The gross yield has been reduced by properties coming out of the rating
list due to conversion that were not estimated for (£90,000).

iii.  Units demolished in year which were not included in the original estimate
£451,000 lower.

iv. The Government has given additional reliefs (section 31 reliefs) there
was new build relief of £100,000 not estimated for,

4.1.5 Income relating to 2015/16 are paid to the preceptors (and government) based
on the NNDR1 EXCEPT for the section 31 grants which are based on the actual
amount included in the NNDR3 (outturn position) along with any levy or safety
net payments. This means that a levy could be due for the year even though the
General Fund had received a lower share of NNDR. This is the impact for
Stevenage in 2015/16 as illustrated in the table below.

Calculation of the Business Rates Taxbase 4
For 2015-16 ;
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*not all Section 31 grant is included in the levy calculation

Net yield 47,717,439 | 46,777,548 | (939,891)

Stevenage share of yield 19,086,876 | 18,711,019 (375,956} | 19,086,976

Tariff (16,238,125} | (16,238,125) 0| (16,238,125}

Share net of tariff 2,848,851 2,472,894 {375,956) 2,848,851 | (375,956)

331 grant payable™ 384,820 427,004 42,185 427,004

Baseline Funding l.evel 2,334,796 2,334,796 0

Gains hefore levy applied 298,874 565,102

Gaing applicabla for levy 856,916 529,039

l.evy that would be due (428,458) (264,520) 163,938 (264,520)

Pooling gains 198,762 148,000 (50,762) 148,000

Egzgisned Business 3,003,974 | 2,783,379 | (220,595) | 3,159,335 | (375,956)

Estimated 3,003,974 0

Variance 155,361 | (375,956)
{220,595)

4.1.6 Based on the revised projections for 2015/16 Stevenage will have net NNDR
income of £2,783,379 in the General Fund for 2015/16 an decrease of £220,595
over that previous estimated. Due to the rules regarding NNDR the General Fund
will receive an additional £155,361 in 2015/16 but a reduction of £375,956 in
2016/17 an overall decrease of £220,595. However the actual position will not be
known until the accounts are closed however the amounts shown in the table

above will be used for budgeting purposes.

4.1.7

The net impact to the General Fund is an decrease in retained rates of £220,595

for 2015/16. This is because the assessment of pooled receipts share is higher
than included in the 2015/16 accounts even though the overall yieid for the year
is projected to be lower. The General Fund requires higher risk assessed
balances to atlow for this type of fluctuations as outlined above. The impact
outlined above will be included in the February final General Fund budget.

4.2

NNDR1 Projections for 2016/17

4,31 The following assumptions have been included in the NNDR1 yield for 2016/17

based on the value of rate

i. Estimates about prjbemes likely to be removed from the rating list as i
result of change of use to residential.

ii. Estimation of growth in the rating list.

Calculation of the Business Rates Ta‘xbase 5]

For 2015-16

ble properties as at 8 January 2016 adjusted for:
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fil. The value of appeals to be resolved and reducing the NNDR yield

iv. Estimates relating to Section 31 grants awarded, this is lower than
projected for 2015/18, as not all the retail reliefs have continued into
2016/17.

v. An estimate of the impact of known appeals not resolved in 2016/17 by
the Valuation Office which would need to be provided for.

4.3.2 The estimate for 2016/17 is shown in the table below.

Gross Yield 51,460,360
dncretionary) (3.346,818)
S31 (246,926)
Bad Debt (800,000)
Cost of Collection (112,692)
Appeals (811,000)
Total 46,142,924

4.3.3 The NNDR due to Stevenage based on the impact of the net yield shown in
4.3.2 is detailed in the table below, the table shows that no levy payment
would be due to the CLG , however there are net gains as a result of income
not subject to the levy of £27,948.

Stevenage share (40%) 18,457,170
Tariff (16,373,443)
Share net of tariff 2,083,727
3531 grant payable 268,338
Baseline Funding Level 2,354,253
losses before levy applied (2,189)
Levy that would be due 0
S1 grant not in levy 30,137 |
Rétained rates 2,382,201 |
Increase above the baseline 27,948
Calcutation of the Busineés Rates Taxbase 6

For 2015-18 |



Part 1
Release to Press

4.4 Hertfordshire Pool 2016/17

4.41 The NNDR projections for 2016/17 did not rank Stevenage as a preferred
partner in the new pool for 2016/17.

4.5 2014/15 Outturn Position

4.51 The difference between the estimated 2014/15 position and the actual (as
reported to the CLG in the NNDR3 and included within the Council's Statement
of Accounts) will be included in the 2016/17 General Fund. The main
difference to that reported in the NNDR1 2014/15 related to the value of
appeals. This is £558,827 reduction in income.

4.5.2 The variation in the level of appeals on the NNDR 1 and NNDR 3 meant that
actual deficit was higher than projected meaning additional monies to be
returned to the Collection Fund.

5. IMPLICATIONS

5.1 Financial Implications

5.1.1  The business rate income included in the General Fund for 2016/17 relates to
2014/15, 2015/16 an 2016/17 and is summarised in the table below.

Business Rates due:
Business rates due 2,083,727 | (375,957) {559,827}
531 grant payable® 298,474
Retained Business
Rates 2,382,201 | {375,957) (559,827)
1,446,416
()= return of monies to the collection fund

51.2 The business rates retained regime can cause fluctuations in General Fund
income as demonstrated in this report and the February 2016/17 General Fund
report will include this impact in the 2016/17 risk assessment of balances.

5.1.3 The NNDR1 form attached is the best estimate of the likely yield.

n \

52  Legal iImplications :

Calculation of the Business Rates Taxbase 7 ,
For 2015-16 ’
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The Council needs to make a formal decision {0 approve a tax base and
NNDR baseline by the 31 January 2016,

The National Non-Domestic Rating Return 1 (NNDR1) regulations are under
the LGFA1988 paragraph 5(2) of Schedule 8 (which requires authorities to
calculate their provisional non-domestic rating contribution for the forthcoming
financial year, at such time as the Secretary of State directs).

By means of the direction powers in paragraph 40 of section 1 to the Local
Government Finance Act, the Government requires billing authorities by 31
January to confirm that the NNDR1 is correct, and for the DCLG and relevant
precepting authorities to be notified. This will be after it has been appropriately
approved by the Council.

Risk Implications

There are certain risks in membership of the 2015/16 business rates pool. A
key risk is that income may not reach forecast levels as in the case of
Stevenage, and that the income of other individual authorities may fall below
the safety net tevel at which central government support would be provided if
the authority were outside the pool. Any such safety net payment must then be
met as a first call on any pooling gains.

The fluctuation in NNDR projections as a result of changes in appeals and
reductions in the gross yield e.g. as businesses are converted to residential
use means that sufficient balances are required in the General Fund to meet
this. The risk assessment of balances and the updating of the MTFS attempts
to address this issue.

BACKGROUND PAPERS

The Local Government Finance Bill 2012
hitp://services. parliament. uk/bills/2012-1 3/localgovernmentfinance/documents . himi

The Local Government Finance Act 2012
hito//www ledisiation.gov.uk/ukpga/2012/1 7/contents/enacted

Appendices

Appendix A NNDR1 Form

Caleulation of the Business Rates Taxbase 8
L For 2015-16
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FART 2: NET RATES PAYABLE
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BA Aronr {eXc, Dasignatad TOTAL
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Local Authority : Stevenage

PART 2: NET RATES PAYABLE
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20, Changas 84 4 rosult of estimaied
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Local Authovity : Stevenage

PART 2; NET RATES PAYABLE
You shoutd comploto columen || oy

Column 1 Column 2
BA Aroa (oxc. Daalgnated
Areas

Dosighated arans)

35. Foracast of disarallonary refief to be providesd
In 20M8-17 (Sum of lineg 27 to 32)

38, Changes a8 a result of estimatsd
growthfdecling In discretionary rellef
(+ = dacling, - = Incraase)

37, Total foracnat discretionary retief to be
provided in 2018-17

[ 143,878 |

| X

i 163,845

e ———— e e e —— T A P —r
DINCHETIONARY RELIEFS FUNDED THROUGH SECTION 31 GRANT
{See Nota K) (Al data should be antared as -ve unless spaciftad othorwlae)

*Naw Empty" propartlos

38, Faracaat of raltef to be provided In 2016-17 f -153,076_]
"Long term omptly" propertios
39, Foracast of raftef to be provided in 2016-17 | -38,425 |
In llet of Transitional Ratof
40, Paymaents to ratepayers In Heu of Transitional i -4,000 |
Rattef in 201617
41. Foracast of discrotionary rellafs funded | 495,501 |
through 531 grant to ba provided in 2016-17
(Sum of lInos 38 1o 39)
42, Changas ay & result of astimated | -51,425 |
growthietactinn in Sacton 3 diserationary rollef
(+ = dachng, - = Indraase)
43, Total forecast of disceatlonary rofiofs 1 -240,824
fundad through S31 grant to bo providod in
201817
NET RATES PAYABLE

£
44, Eoracast of net rates payable by rate payars after Lm 47,866,816 |

eolumn 3
TOTAL
All BA Area
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Locat Awthorlty ¢ Stovenoge

FART 3: QOLLECTABLE RATES AND BIIREGARDED AMOUNTS

‘fou shoitht Gaomplots doluemn b ooty

NET RATES FAYABLE

1. Sum payakile by b fayard afoe Iaking decount of
teangilionn Sdfunimanta, Sy proporly fite,
marriatary and diggratinnney cefofy

{LUER) LOBAKS
2. Eatimatad bad dabid In rospuat of 20 18-17 rales
payabln

3. Belimataz) cepaymantt i raspact of 218417 ratoa
nayablo

Column +

BA Aran foxe.
Ganlgnated araag)

Gismplate Ihin aalun

L

COLLEGTARLE RATIR
A. Mot Ratas payable lass loanos

[ 5,788,518

DISRERGARDED AMOUNTS
6. Renawnble Enorgy

a. Tranalonal Frotaclion ""(lyl'l'll.lllt

7, Danellng

DIGREGARDED AMOUNTS
A, Folol mragmechond Amgunte
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Loenl Autherlty : Stevenage

PART 4: ESTIMATED COLLECTION FUND BALANCE

UPENING BALANCE £ £
t. Opening Balance: (From Colisction Fund Statomant) i 1,550,155 |
BUSINESS RATES CREDITS AND CHARGES
2, Pudingss ratas credited and ohoargad w the Calletlon Fund Iy 2015-18 | 48,205,005 |
3. Suma welitan off iy exceas of the allowanca for non-cotisattan { 4 |
. Chinged 0 the allawance for non-collaction I Ba8,000 !
4. Amounts sherged ialngt tha provisian for appeasds fllowing RY list changes. t ]
. Ghangas o the pravition for appeals [ 411,248 |
7. Tatal bugingss ratod crodita snd chargos (Total linss 3o 9) | 45,987.04% |
QOTHER RATES RETENTION SCHEME CREDITS:
8. Teansitional proteatlon paymenta recelved,.of (o by rageivid In X1515 ' | 4 |
2, Transfars/oaymants to the- Colfectlon Fund for and-yair regoncilations i [
10, Tranaferg/paymanty into the Solleetion Furd In 2044518 i respect of @ pravious years dailgit H 6]
11, Total Othar Crodites (Total as 8 l10) C 51
QTHER RATES RETENTION SCHEME CHARGED
T Teansitional protection. payments made, or 1 be made; (0 2015-(6 | 18,027}
T3, Payménta made, or to.be madi, to the Secrolary of State In respact of the.cantral nhkre ] 2%,850,130 ]
In #1616
14 Faymaonts made, or to ba made to, major pracapting autharties.in respact of buningas i -4-.?7?1,7‘4d I
st income in 200518 )
15, Tranpford made, o to be-mads, to tha biling authorily's Sereral Fund In respagt of busineas rtos [ 080,900 ]
igare n 2. 18
rE. tranafdras madw, o lo be made, to e billing authority's Genaral Fund: and paymenta mate, [ NEERTE|
ar 40 by mids, te A pracopling authority in reepect of disragardad amounta in 2015-18
17, Teansfarsipaymanty feom thg Callegtion Fund for andeyar raeancllfations | 1
14, Transfersipaymenta o from e Collectlon Fund bt 2001816 in rmepect of 3 praviaus yoars Juriug I 2,040,721
14, Totel Othar Chargaes (Total linas t1 o 83 | 0A%7,485 |

20, AdJustmont for S-Yaar Sprasd

ESTIMATED SURPLUSHKOEFICIT) OM COLLECTION FUND IM RESPECT OF RINANCIAL YEAR 2045-18

1. Dpening palance phas okl cradily. long oty chargag, pius adigtrmant for Sognare soeanc {Totat inag |7, HHL 149 & 30)
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