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Introduction 

Over the last few months local authorities have all faced the challenge of making 

estimates around the appeals provision. This requirement was introduced under the 

business rates retention scheme and is now an important part of the budgetary 

procedure.  

However, the clear message coming out of the process and the subsequent audit was 

that there was a general lack of consistency. Those involved were finding their way and 

common concerns and lessons learnt needed to be identified. There was a mutual 

understanding that irrespective of authority size or geographical location the difficulties 

were the same. 

Key questions we identified included: 

 How do we get an accurate forecast? 

 What are our neighbours doing?  

 How can we work with the Valuation Office Agency (VOA)?  

 How do we interpret guidance to work with the auditors?     

In response to this, CIPFA hosted a round table kindly sponsored by Rates Plus. This 

round table recognised that the issues of provision are intrinsically linked to financial 

planning and so a debate was opened up to discuss the key concerns and identify next 

steps. 

Aesop once said ‘in union there is strength’ and so the invited stakeholders came from a 

variety of disciplines, all with a common objective which was to raise awareness, work 

towards a solution and to outline initial emerging thoughts. These thoughts will be 

developed as the debate continues. It is hoped that any organisation impacted by these 

changes will contribute to this discussion and CIPFA would welcome all comments. 

Codes and Guidance 

It was felt that the broad interpretation of the guidance had not been very helpful and 

had resulted in a confusing message. Reference was made to the following documents:  

 IAS 37  

 CIPFA’s Code of Practice on Local Authority Accounting in the United Kingdom  

 CIPFA LAAP Bulletin 98: Closure of the 2013/14 Accounts and Related Matters. 

An apparent lack of clarity over how the guidance should be interpreted left many 

authorities unsure what should be included in the provision. 

Particular discussion took place around the wording ‘obligating event’. It was clear that 

external auditors had taken different views and some had expected a requirement for 
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appeals not yet made to be included in the provision while others had only included 

current appeals. At both a local and a national level, including a provision for appeals 

that had not yet taken place results in money being removed from the system. However, 

authorities would also be wrong to ignore outstanding liabilities. 

There appeared to have been regional variation in this, but even within the London 

authorities the approach was not consistent, for example Westminster only included 

appeals already lodged while the London Borough of Tower Hamlets included some 

provision for appeals not yet made, based on an extrapolation of local data. 

While recognising the need for professional judgement there was a common request for 

a discussion to take place between CIPFA, the DCLG and auditors to consider this issue 

and recognise the concern. 

Relationship with the VOA  

The business rates retention scheme has also been a catalyst for a change in the 

relationship between the VOA and local authorities. Since business rates retention 

started in 2013 local authorities and the VOA have been working together to improve 

data and information flows. Some examples of what has been achieved are: 

 two regionally based user data groups 

 additional information and extended data lists 

 use of electronic data transfer and more frequent reporting. 

There was a recognition that information was still not as complete as it needed to be. 

Requests for programming information and other developments such as identification of 

where more than one appeal is made against the same hereditament were mentioned as 

necessary information developments.  

Methodology changes that impacted on valuation had also taken local authorities by 

surprise and this also had an impact on accurate financial planning. Pre-warning would 

be welcomed. 

The round table then took the discussion further and asked whether local authorities 

were being realistic in their expectation of what the VOA could deliver in terms of appeal 

provision information.  

‘Forecasting is not the job of the VOA’    Nick Cooper, DCLG 

For financial planning the local authority has to take a material judgement on the 

amount of money that it considers it needs to retain to meet its liability for appeals. This 

is something that the VOA can never and should never seek to do.  

Although the VOA provides data and information, it cannot fill the gap about materiality 

in order to assist the local authority to create an appeal provision. The question was 

asked whether local authorities recognise the limitation of the relationship, and if not, 

should awareness be raised. 

Measurement and Method 

While it was evident that some local authorities had gone to great lengths to make their 

provision as accurate as they considered feasible within the interpretation of the Code, 

there was also evidence to suggest that some authorities had taken a ballpark figure and 

this has resulted in larger provisions.  
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Rates Plus identified one site where they had been able to reduce the provision appeals 

figure from 10% following accurate analysis. This results in more money available within 

the budget, at both a national and a local level. But the interaction of the safety net 

payments was recognised as creating a paradox for some organisations.  

When the final NNDR3 figures are released from the DCLG it may be possible to identify 

correlations between the approach to the appeals provision and other elements of the 

scheme such as safety net payments. This was a point made more than once in the 

discussion. 

From the auditors’ view, everyone has to take reasonableness into the equation, but it 

was recognised that this was still early days and auditors are on a learning curve. 

Whereas previously the NNDR3 had been certified this was no longer a requirement so a 

new way of working was required. One example was for a range of clients’ portfolios to 

be considered and to identify those that were outliers for more detailed consideration. 

There is also the challenge that interpretation and judgement does not start with the 

audit but with the local authority. Procedures will be influenced by risk culture, resource, 

and internal policy before auditors even consider the figures. 

The general consensus of opinion was that historic trend analysis did not provide a 

particularly accurate idea of what was to come. The traditional view of using historic data 

to recognise future trends was generally dismissed. The case of a single high rateable 

value appeal having a substantial impact was recognised, particularly as a district council 

issue. Supermarket appeals were also identified in this category as an area of 

vulnerability. 

There was recognition that many people consider that business rates are predictable but 

that this belief reflects a misunderstanding of the system and this also looked back to 

the idea that historic trends are linked with future forecasting. 

There was some discussion around the use of a “stress test” on single rateable values 

but this would require considerable knowledge to make this a valid approach. However, 

dependant on the financial impact, this approach could be worthwhile for some 

authorities.  

Was the point in the rating cycle particularly important for the provision of appeals? In 

Westminster 25% of appeals were in the last year of the 2005 list. It was pointed out 

that changes to the ability and timescales for submissions for appeals would greatly 

assist local authorities in planning and understanding of the rating list.  

It was recognised that there is a commitment from central government to review this 

part of the procedure but the fact that this review has now been delayed is not helpful. 

Participation Powers 

Local authorities clearly felt a lack of empowerment at not being able to participate in 

the appeals process. 

“Being a party to appeals is important to us now.” 

Roger Jones, London Borough of Tower Hamlets 

It was felt that all local authorities would want to have more opportunity to participate 

and a general right of appeal would make valuations more balanced. A power to inspect 

would also be welcomed by the Authorities present at the discussion It was recognised 

that the VOA was under pressure with limited resources to fulfil the government target 
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of 95% of appeals getting settled. The local authorities around the table felt that this 

might mean lower valuations but this view did not receive universal agreement.  

Any developments regarding this change would be linked with the review and a national 

conversation would be needed to identify any opportunities for reform. An initial 

conversation will take place later in the autumn.   

Other Comments  

Briefly the discussion considered the issue of appeals as the responsibility of central 

government but this was clarified by the confirmation that as the baseline included 

money for losses the calculations had always reflected the fact that local authorities 

would be responsible for the appeals.  

One more radical suggestion was the introduction of cross insurance against appeals as 

the larger subnational grouping would be able to withstand and reduce the risk which is 

currently felt by individual authorities. The current pooling system does not support this 

idea. Although the idea was accepted, implementing such a scheme would have 

enormous challenges. 

Finally, there is always the expectation that the income from business rates will be 

generated irrespective of the economy. Even after a revaluation the expectation of 

income would be the same but the distribution would be different. This started a more 

general conversation on the ability of the scheme to deliver over the coming year.  

Although not a subject for this round table it is interesting to note that at the end of 

October 2014 two commissions are due to report: the City Growth Commission and the 

Independent Commission on Local Government Finance. 

Next Steps 

The group all agreed that the open discussion had been very positive and there was a 

general desire to take this conversation further to include forecasting challenges. If you 

would like to contribute to this debate please contact us. 

The issues that had been raised fell into three common areas: audit, VOA data, and 

empowerment.  

 CIPFA has agreed to examine (with other stakeholders identified by the round table 

group) any opportunities to bring greater clarity to the process for 2015. 

 The VOA will continue to work with the data user groups and local authorities 

regarding the information provided and will examine how duplicate hereditament 

appeals can be either removed or identified on the rating list.  

 CIPFA together with the Society of District Council Treasurers representative will 

take forward the conversation on empowering local authorities, speaking with 

organisations such as the LGA.  

 Rates Plus has agreed to support a second round table in 2015. 
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The Independent Commission on Local Government Finance: 

www.localfinancecommission.org  

City Growth Commission: www.citygrowthcommission.com  
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