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us~ness rates
Sarah Bradford explores forthcoming changes

to business rates

usiness rates are charged on most non-domestic properties, such as shops,
offices, pubs, warehouses and factories, and represent a significant cost
for many small businesses, particularly those in town centre locations.

At the time ofthe 2014 Autumn Statement, the Government announced plans
to conduct a review of business rates in light of concerns raised by business
ratepayers. Terms of reference and a discussion document were published in
March 2015. Following the conclusion of the review, proposals for reform were
announced at the time of the March 2016 Budget.

Business rates system

Business rates are a tax on non-domestic properties. The tax is levied on all
non-domestic properties that do not qualify for exemption and is generally payable
by the user of the property rather than the owner. The tax charge is based on the
rateable value of the property, which is set by the Valuation Office Agency. The
rateable value is an amount equal to the annual rent which it is estimated that the
property might achieve at a set date. The valuation date is set two years before
the valuation comes into effect. The most recent revaluation came into effect on
1 April 2010, based on rateable values on 1 April 2008. The next revaluations will
be in 2017 for England, Scotland and Wales. Businesses can check their rateable
value on the gov.uk website at www.gov.uWcorrect-your-business-rates.
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Although the origins of business rates can be traced back 400 years to the for 2016/17 ......................12
Elizabethan Poor Law Act of 1601, the current business rates system has
been in place since 1990 following the introduction of the uniform business
rate, which is set by central Government. Business rates are fully devolved in
Scotland, Wales and Northern Ireland.

Business rates are calculated by applying a multiplier to the rateable value.
The multiplier indicates the percentage or pence in the pound of the rateable
value payable as business rates. In England there is a standard multiplier and
a small business multiplier and different multipliers apply to London and to the
rest of the country. There is a single multiplier for Wales.

For 2016/17 the multipliers are as follows:

England (excluding London) City of London Wales

Standard Small Business Standard Small Business Standard

2016/17 49.7 48.4 50.2 48.9 48.6

For business rates purposes, in England a property with a rateable value
below £18,000, or below £25,000 in London, is considered a small business.

A number of reliefs are available that reduce the business rates payable.
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Business rates

Small business rate relief
Small business rate relief (SBRR) reduces or eliminates

the business rates payable by the smallest businesses.

Properties with a rateable value of £6,000 or less do
not pay any business rates. Under the current system they
are entitled to receive 100% relief until 31 March 2017
(double the usual rate of 50%). Where the value of the
property is between £6,000 and £12,000, tapered relief
is given. The rates are initially calculated using the small
business multiplier and reduced by the relevant percentage,
which reduces from 100% for properties valued at £6,000
to 0% for properties valued at £12,000. For properties
with a rateable value of more than £12,000 but less than
£18,000 (or £25,000 in London), no relief is given but
business rates are calculated by reference to the lower
small business multiplier rather than by reference to the
standard multiplier. Small business rate relief must be
claimed from the council.

Examples
Harry runs a small shop from premises which have a

rateable value of £5,000. He qualifies for 100% business
rate relief in 2016/17 and pays no business rates.

Lucy runs a restaurant in Bedfordshire from premises
with a rateable value of £14,000. She does not qualify
for small business rates relief but her business rates are
calculated according to the small business multiplier
(outside London) of 48.4 pence in the pound. Her business
rates for 2016/17 are £6,776.

Where a person has more than one property, small
business rate relief is available if the rateable value of each
of the other properties is less than £2,600. The rateable
value of the properties is added together and relief is
applied to the main property. Any existing relief is retained
for one year when a second property is acquired.

Other reliefs
No business rates are payable on empty properties for

three months, after which time most businesses must
pay the full rates due on the premises. Extended empty
property relief is available for certain empty properties,
including industrial premises, listed buildings, properties
with a rateable value below £2,600 and properties used
by charities and community amateur sports clubs.

Some properties are exempt from business rates. These
include agricultural land and buildings, buildings for the
training and welfare of the disabled and places used for
public religious worship or church halls.

Rural rate relief provides relief for some properties in
an area with a population of less than 3,000. Relief is
available for the only village shop, only pub and only petrol
station. Charities and community amateur sports club and
business starting up in or relocating to an enterprise zone
also benefit from a measure of relief.

Review
The business rates review considered changes to

business rates in response to concerns raised by business

rate taxpayers that the current system is in need of
modernisation. The review sought to be fiscally neutral
and considered a range of options: Evidence to inform
the review was sought from interested parties. The review
findings were published at the time of the 2016 Budget, at
which time proposals for change were announced.

Reform
Next year, many small businesses will enjoy a cut in

their business rates. From 1 April 2017 small business
rate relief will be permanently doubled to 100%, providing
the smallest businesses with the security that they will
remain business-rate free. The threshold for small
business rate relief will also double from 1 April 2017,
from £6,000 to £12,000. Tapered relief will apply to
properties with rateable values between £12,000 and
£15,000. According to Government figures, these changes
mean that 600,000 small businesses occupying one-third
of business properties will pay no business rates.

The threshold at which a property ceases to be a small
business is to be raised considerably to £51,000. This
will mean that many more business will benefit from the
small business multiplier rather than having their business
rates calculated by reference to the standard multiplier.
At 2016/17 rates this is a saving of 1.3 pence in the
pound (£13 per £1000 of rateable value).

Changes to the administration of business rates are also
in the pipeline. Business rates will be increased in line with
the CPI from April 2020 rather than in line with the RPI as
at present. This move will also reduce business rates.

The Government is also to carry out more frequent
valuations and the stated intention is to revalue at least
every three years. Assuming property prices increase,
this is bad news for small businesses as increases in the
rateable value will lead to business rate increases.

The collection and billing of business rates is also to
be reformed. By 2022 the intention is for local authority
business rate systems to be linked to HMRC digital
accounts to enable businesses to manage their business
rate bills alongside their other tax bills. In working towards
this goal, the Government plans to work with businesses
to standardise business rate bills across England and to
ensure that ratepayers have the option to receive bills
online by April 2017.

Looking further ahead, once local authority and HMRC
systems are linked, the Government are to consider the
feasibility of replacing small business rate relief with a
business rates allowances for small businesses.

Winners and losers
The Government's stated intention at the outset was

that the review was to be fiscally neutral. If the changes
deliver business rates cuts for the smaller business, larger
businesses will have to pay more.

For further details of the revie~v, see www.gov.uk/
government/consultations%business-rates-review-
terms-of-reference-and-discussion-paper.
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