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DELIVERING MORE FREQUENT REVALUATIONS
About SIGOMA
This submission is made on behalf of SIGOMA, the Special Interest Group of Municipal Authorities
SIGOMA is a special interest group (within the LGA) of 45 local authorities in the northern, midland and south-coast regions of England consisting of 32 metropolitan districts and 13 major unitary authorities covering key urban areas.

Our membership includes authorities in the North East, Yorkshire and Humberside, the North West, Merseyside, the Midlands and the Southern Ports.
All SIGOMA members are billing authorities and so have a dual interest in business rates. Like all authorities they depend upon business rate income as a major source of finance but they also have administrative duties in relation to billing, collection, accounting and distribution of business rates.

SIGOMA authorities account for £11 billion (19.1%) of the £57 billion national estimated rateable value for 2016-17 and £4.4 billion (18.5%) of the estimated £23.7 billion collectable rates.

SIGOMA authorities are host to some of the most challenging economic environments in the country. Often in some of the poorest authorities, the theoretical rents that properties could be let for, on which valuations are placed, are very different from the actual rents that those properties earn. This gives rise to ratepayer dis satisfaction with the rate/rent ratio.
    ________________________________________________________________

Revaluations under the current system

Many of our members are sceptical about the ability of the current system to deliver more frequent revaluations.
Stages of the process requiring reform

The level of detail to which properties are measured and different values allocated will continue to present a challenge. Examination of individual valuations showed measurements down to a level of less than 3m2 out of 900m2. It is not unusual to have up to 14 different valuation categories in one property each with a different £ per m2 value.

The consultation identifies another major issue, which is reliance on annual rental data to fix valuations. The necessity to gather rental data affects the timing at which the valuation process can begin and the amount of time taken to arrive at fair valuations for small geographical areas.

The process chosen must ensure fairness to the taxpayer and must also provide stability of income for the local authority. More regular revaluations would also mean a more frequent adjustment to top up and tariffs for authorities.

Other suggestions were:

· Reduce the time between antecedent date and the introduction of the revaluation.

· Harmonise review forms

· Increased use of web based technology

· Improved handling of complex cases and issuing detailed guidelines of information requirements under check challenge appeal.
· Work more closely with authorities
Effect on appeals and managing risk
Members acknowledge the potential for  improvement under check challenge appeal but feel that this will not go far enough to address the enormous weight of appeals that follow a revaluation.
Each of the last two lists has generated over 900 thousand appeals. The 2010 list resulted in 999 thousand appeals of which a third, 300 thousand, were still outstanding at March 2016. Of the 699 thousand resolved appeals 29%, 204 thousand, have resulted in changes to the 2010 list. Therefore a key challenge is to introduce better quality and more collaborative practices into early stages of the valuation process and to evaluate problems around complex appeals. Authorities could play a bigger role in using local knowledge to ensure a better understanding is brought to first valuations but would require full access to and involvement in the valuation process to do so.
The purpose of the revaluation is to redistribute the rate burden according to property values. It is inevitable that this process creates “winners and losers” and it seems that this process and the history of successful appeals that rating agents can refer to is guaranteed to generate a large number of appeals from “losers”.

Some members are hopeful that a more frequent revaluation will reduce appeals but if the time between valuation periods were a significant influence on the number of appeals then perhaps one would have expected a more significant difference between the 2005 list appeals (5 years to 2010) and the 2010 appeals (7 years to 2017). As it is, the difference is 62 thousand or 6.6% of the 2005 total appeals. It is also interesting to note that the number of appeals resulting in a change to the list is 345 thousand for the 2005 list but is currently at 204 thousand for the 2010 list
.
The concern of authorities over appeal risk should be a familiar one to the Department. As entities primarily concerned with  service delivery and who need certainty of funding to do so, authorities should not be expected to bear the risk of appeals which arise from no fault of theirs. This is true at a national and particularly at authority level. DCLG have the power to set rate multipliers so as to take account of appeal risk, which they do on an annual basis. Members support a risk sharing or pooling of this premium so that no authority bears the impact of appeals as a result of valuation errors. Furthermore we urge the Department to review this premium on a rolling basis so that over and under collection (comparing the aggregate premium to the actual amount of settled appeals) is adjusted in future years’ premium.
Accessing skills

Ratepayer and agents calling for fairness define this at a property level ie that the valuation takes into account the benefits and deficiencies of each individual property. To do this whilst reducing appeals and shortening valuation periods will call for a large input of skilled man hours. If the Government are committed (as they say they are) to maintaining the quantum of funds available to local government from business rates, ratepayer groups should be made aware that a higher rate will need to be levied in order to recoup the increased cost of valuations. Government and the VOA should attempt to quantify this in terms of the national multiplier.
There would however be an opportunity to use some of the skilled knowledge and expertise within local authorities through the use of surveyors they employ, for example on certain asset categories like schools, leisure centre, hospitals etc. which all local authorities would have within their areas, providing a shared control between VOA and local authorities.
Supporting more frequent revaluations

Members suggest that one way to simplify and streamline the rating and billing system and reduce appeals would be to eliminate statutory reliefs of Charitable Relief and Small Business Rate Relief from the business rate system. This would considerably simplify the rate bill and of course does not mean that Government could not pursue its policy of supporting charities and small businesses by other fiscal means.
Desirable features that members have identified are:

· Building estimates of appeals and reliefs into multipliers such that local government as a whole does not suffer a cut in the overall quantum of rates and that individual authorities do not have to bear the impact of valuation errors and central Government relief decisions.
· Does not burden authorities with the additional costs of a more expensive revaluation mechanism.
· Makes maximum use of technology.
· Require formal registration of all leases.
Self assessment

Of the two options proposed in the paper, self assessment has the most support of members. They do however feel that there are significant obstacles to overcome in terms of complexity and compliance.
Compliance regime

Members concerns about self assessment are:

· The inherent complexity of valuation referred to above.
· The increased risk of avoidance
· The increased risk for errors.
· Resultant prolonged uncertainty whilst assessments are pursued.
Ratepayer attitudes and behaviours will be driven to a great extent by the severity of avoidance and mis-statement penalties and the risk of these being discovered, which in turn requires a robust and effectively resourced compliance regime. Again this could function more efficiently if authorities were engaged in the process at an early stage.
Publication of rental information
Members support this and suggest that for the system to work effectively this should be in the public domain.

Publication of all rateable values

The report acknowledges that this list would have to continue to be available to authorities. We believe it would be a valued public resource to publish all rateable values and would aid self assessment. This could be further enhanced to help ratepayers to find comparable properties.
The role of ratepayers

The ratepayers role is crucial in a self assessment regime. The Department and any regulations need to be clear on the level knowledge expected of the average ratepayer and the information they need in order to be able to complete a return. The Department will need to commit to a sustained information campaign to communicate the new system. We believe it is likely that the regime will create an environment in which most ratepayers will need the services of a professional agent in completing rate returns, at least on initial assessments.

Smaller businesses

We believe the above issues to be particularly true for smaller businesses. They present an additional cost which could outweigh the benefits, if any, of more frequent revaluations. Income based assessment could prove particularly challenging.

Formula option
Move away from market values

We have already described how ratepayers assessment of fairness relates to their individual property conditions. We therefore believe that a move away from market values will undermine the objective of fairness.

Classes of property

As the report states, a formula for shops and offices might be the most feasible but would still lead to winners and losers in the system.

Factors

Whilst the factors for the individual property are sufficient the formula would need incorporate localised economic factors relevant to the particular businesses. The proposal uses an example of “all shops”. The definitions would need to be more refined than this in order to avoid appeals and to take into account issues such immoveable fixtures required in some trades compared to others.

Balance

We again emphasise our view of taxpayer evaluation of fairness. The Department needs to explain how it would strike a balance between those who would lose and  gain from such a system.
Some members believe growth would be difficult to achieve under such a system and again authorities would need an equalisation of resource to maintain service levels. 

Different business size

We have already stated our belief that this system will generate distinct winners and losers. For smaller business, if the government maintains Small Business Rate Relief, the impact will be felt at the margins where businesses cross from relief to no relief and vice-versa.

Since the proposal is that larger or more complex businesses would continue with a system similar to the existing one the implication for medium sized businesses will be viewed in terms of its distribution of winners and losers compared to the existing system. This will be tested most at the physical boundaries set in the system and may have an impact on business location behaviours, over which authorities will have no control.
It is possible at inception that the formula could be “tweaked” or transition imposed so as to minimise the impact but this would not supply the responsiveness that ratepayers are looking for in terms of relationship to local rents.

It would be useful for DCLG to follow up this consultation with illustrations of how the two options would work in practice
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� The lower share of rates being due to a higher burden of relief and appeal impact on our authorities. Source NNDR1 estimates 2016-17 DCLG


� Albeit with 300 thousand appeals unresolved.
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