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INTRODUCTION

There is a lot of confusion regarding Rates.  Even if you are not confused, there are still useful things to know and health warnings to be aware of when completing the various Rates forms.  This FAQ will help.  Also, Hastingwood can provide other help for our Tenants.

This FAQ will probably tell you more than you really want to know about Rates, but even so it is only a summary and there is a lot more information required before you should feel confident in taking on the Valuation Office!
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1.  GENERAL INFORMATION   

WHAT ARE RATES?

There are 2 sorts of Rates that you will encounter, NDR and Council Tax.  Both are TAXES.  The authorities are supposed to operate to a rule book, but the basic aim of Rates is to collect money to help pay the Government’s bills, and the more they get, the better they like it.

Council Tax does at least call itself a tax.  This is the personal or residential tax charged to all occupiers or owners of residential accommodation.  Hastingwood does not get involved in Council Tax matters or appeals.

WHAT ARE NDR?

NDR is short for Non Domestic Rates, still more commonly referred to as Business Rates.  This is the subject of this FAQ.

Business Rates are levied on all occupiers of business premises, and if there are no occupiers, frequently upon the owners of the properties concerned.  Business premises include factories, warehouses, shops, offices, hotels – anywhere where business is conducted.  Most people reading this will be in either Offices or in Industrial property of some form, mainly factories or warehouses and will be aware that they should pay Business Rates.

There are many details which apply to the type of property concerned, but first we should review Business Rates generally.

HOW ARE BUSINESS RATES CALCULATED?

This is very simple, unless Transitional Relief (TR) is involved.  In the absence of TR, 

Rates Payable = Rateable Value x Unified Business Rate

for the year in question.  The Rateable Value (RV) is a figure attached to the premises in question, and the Unified Business Rate (UBR) is a nationally set rate which is varied year by year, but which for any given year is the same for all Non Domestic Properties in England and Wales.

Note that the Rateable Value is not what you pay, even though it is expressed in £.

HOW IS THE UBR SET?

Unless varied by a special Act of Parliament, the UBR is determined as the figure that applied last year increased by the rate of inflation (Retail Price Index).  In practice, the UBR has been ‘rebased’ each time a new RV list is published every five years, but the inflation only increase has been adhered to during each five year period since this system came into practice in 1990.

WHO ARE INVOLVED IN BUSINESS RATES?

There are 2 separate organizations which really matter.  

The first is the Valuation Office, which is a branch of the Inland Revenue.  These people set the RV, negotiate any Appeals, and collect rental data to help them set new RV’s in the future.  Staff are know as Valuation Officers, and the senior VO in each area is the District Valuer.

The second is the Local Authority in which the premises concerned are located.  The Local Authority (LA) actually collects the Rates, sometimes very aggressively.   As you can see from the above, the LA does not have any say in how much you should pay – this is determined  by the RV as set by the Valuation Office (VO) and the Government when they set the UBR for the year.

WHAT IS THE VALUATION TRIBUNAL?

This is a third separate body which exists solely to hear Rating Appeals.  Argument and papers are presented to them by the Valuation Officer and the Ratepayer if they have been unable to settle a disputed Appeal before any hearing is due to take place.

Valuation Tribunals cannot award costs so that each party bears its own expenses involved in the hearing.

2.  VALUATION OFFICE

WHAT ARE RATING LISTS?

The Rating List for an area is a list of all the properties which have been rated and their Rateable Values.  It is compiled by the Valuation Office and given to the Local Authority, together with monthly changes, if any, for them to use as the basis of their collection calculations.  Sometimes months can go by before the Local Authority are given updates for revised RV’s.

The Lists are normally re-issued every 5 years, the next being due in 2010.

HOW CAN I FIND OUT MY RV?

Either call the Valuation Office, or the Local Authority, or consult the List on the web at www.voa.gov.uk - not a very user friendly site unfortunately.  Alternatively, you can see what the Local Authority thinks it is by looking at a Rates Bill.  A much more user friendly site has been set up by the Government recently which also explains some of the background – this is at http://www.mybusinessrates.gov.uk/index.html 
HOW DOES THE VALUATION OFFICE SET NEW LISTS?

Good question.  They are supposed to collect data over a 5 year period and then use this to establish new scales for each area and type of property.  (Hence “FOR’s” – see below).  In practice, although this opinion may be cynical and unfair, the last 2 Lists appear to have been constructed with the main aim of maximising tax revenue.

WHAT ARE THESE FOR’s?

The Valuation Office collects data via standardised Forms of Return which are sent to occupiers for completion and return.  FOR’s ask lots of questions about the tenancy and the premises.  They are obscure and potentially harmful as it is possible to answer all the questions as well as you can but make mistakes in the process which can increase your own rates and those of your neighbours in due course.

Our advice – get someone who knows the system to do it for you.

3.  LOCAL AUTHORITY

DO RATES PAY FOR LOCAL AUTHORITY SERVICES?

Most ratepayers imagine that they are at least paying for some local services such as Education, Police or Refuse Collection.  Not so.  All the money collected from Business Rates by Local Authorities is passed on to Whitehall.  (However, a small percentage of Council Tax is retained locally).

HOW ARE LOCAL AUTHORITIES FUNDED THEN?

They receive income as a grant from central government in Whitehall which is calculated on a per capita basis.  Why are they so assiduous about Rates Collection?  It can only be a strong sense of civic duty – plus a lot of central policing.

HOW DO THEY ENFORCE COLLECTION?

Most Local Authorities are quick to use the Courts.  They have a set procedure of Reminder Notice, Final Warning and Summons.  Sometimes these are fired off ‘automatically’ in parallel with conversations about errors or queries.  Legal Collection costs are added to the arrears being chased.

It is very important if you are querying a Rates Bill to put everything in writing and to ask in your letter for the Recovery Process to be put on hold whilst correspondence continues.

4.  HASTINGWOOD SERVICES

HOW CAN HASTINGWOOD HELP?

We provide a Rates Advisory service.  This is normally free, but if there is a big Appeal involved with a lot of work, we may (by prior agreement) charge a one off fee, possibly a percentage of your savings if the Appeal is successful.  Services which are free include 

· checking Rates Bills, 

· completing FOR’s and other Rates forms,

· entering Appeals,

· and advising generally.

WHY DOES HASTINGWOOD HAVE ANY INTEREST IN MY RATES?

Partly because anything that is good for you is (potentially at least) good for us.  Any tenant is concerned by the ‘Total Cost of Occupation’, so that if we can help reduce your Rates burden, your business should benefit.  Also, the subject of Rates is so technical and complex that many tenants are grateful for the service which therefore helps to differentiate Hastingwood from other Landlords.  Finally, being able to quote data for many different tenants gives us a unique overview of the whole process which can be an advantage when negotiating any particular case.

WHAT ABOUT OTHER SURVEYORS?

There are Agents and Surveyors who provide an Appeals service.  Some of these firms are reputable, and charge fees to match.  Others appeal against thousands of cases every time a new List is published in the expectation that at least some of the Appeals will succeed – and they ask everyone for a fee up front or a percentage of the “savings” they hope to achieve.

5.  TENANT POINT OF VIEW

WHEN SHOULD I PAY RATES?

You (or your Company) should pay rates from the day you move in to premises until the day you move out.  The Local Authority will calculate pro rata amounts due as necessary.

HOW DO THEY KNOW THE RELEVANT DATES?

Either you or the Landlord should tell the Local Authority when you move in and when you quit the premises.  Several Hastingwood sites are managed by agreement with the Local Authority so that they rely upon us to provide the relevant information as a matter of routine, with occasional spot checks to make sure that our information is accurate.  This helps establish a good working relationship which is often beneficial to our tenants.

6.  APPEALS

WHEN SHOULD I APPEAL?

You (or your Agent – possibly Hastingwood) should submit an Appeal if there are good grounds for hoping that you can get a reduction in your Rateable Value or (for enlarged premises) a reduction in the RV psf.  Grounds can include:

· Excessive RV’s in a New List

· An increase or decrease in the Area of your premises.

· A Material Change in Circumstance (MCC).

· A change of Use, e.g. from Office to Factory or Warehouse.  (Note however that the premises have to be changed so that they are no longer capable of being used as an office for example).

HOW DO I APPEAL?

Get an Agent – possibly Hastingwood - to submit an Appeal or ask for an Appeal Form from the Valuation Office, and start researching….

WHAT HAPPENS TO MY RATES WHEN I APPEAL?

Sorry, but you are obliged by law to keep on paying the original Rates Bills even when there is an obvious error.  Ultimately, any adjustments are back dated to the Effective Date of the new Entry in the RV List.  The Local Authority is supposed to add interest to the refund, but often omit to do so unless reminded.

HOW LONG DOES AN APPEAL TAKE?

Typically a year or even longer, especially after a new List is published.  Sometimes a friendly VO can be persuaded to correct an obvious mistake more quickly, and there are theoretical powers to help someone who is suffering undue hardship, but we have never seen these used!

HOW IS AN APPEAL CONDUCTED?

The timing is set by the VO.  Three months from submission, the VO has to have either settled the Appeal (fat chance) or he will pass on the details to the Valuation Tribunal who then set a date for a Tribunal Hearing.  Normally, both sides (yours and the VO) wish to avoid the formalities, time and expense of a hearing, but there is frequently an element of brinkmanship involved in the negotiations.

Both sides use comparables where possible (similar and neighbouring properties), and then argue for special factors.  It is normally extremely valuable to be able to show that the Appealed RV is anomalous in some way, e.g. the RV psf is 20% higher than the 2 similar premises next door.
7.  RATEABLE VALUES

WHAT RV GOES INTO THE LIST?

Legally this is the Open Market Rent that the premises would attract on a date before the List comes into action.  This is typically April 1st two years before the List starts, e.g. the 2000 List which came into operation on April 1st 2000 should contain OMR’s for 1/4/98.

WHAT ARE THE MAIN FACTORS WHICH DETERMINE RV?

These are

· The actual Rents being paid in the Location

· The size of the premises

· The use of the premises

· The ‘quality’ of the premises.

Normally the VO will have a table of Scale Factors which give him the starting points in RV psf for a range of sizes of premises of a particular type, i.e. Office, Warehouse, etc.

WHAT IS THE USE?

Good question.  This is not only a question of what the premises are actually being used for, e. g. factory purposes, but also what could they be used for.  Thus an office building will still be rated for the more valuable office use even if it is actually being used as a warehouse.

DOES SIZE MATTER?

Yes, but not necessarily as you may think.  The VO uses special rules to assess the areas on which you pay rates.  The good news is that he will exclude toilet space and some common part space, and also footings beneath internal staircases.  The bad news is that he will apply uplift factors to internal offices inside factories or warehouses and to mezzanine floors and other storage areas.

Mezzanine floors used to get special discounts if they were ‘free standing’, that is do not derive support from the walls of the premises.  Now, all such space is rated but at a substantial discount from ground floor areas.

WHAT DOES QUALITY MEAN?

Well, factory space is rated more highly if it is heated – typically by 2.5 to 5%.  Offices are rated more highly if they have central heating.  Air Conditioning increases the RV as do suspended ceilings and raised floors.  Spend money improving your premises and pay more tax – that’s the system.

8.  TRANSITIONAL RELIEF

WHAT IS TRANSITIONAL RELIEF?

Briefly a way of ensuring that whatever happens to your RV, the actual Rates Bill does not vary by more than preset limits.  Cynically, it is a way of making sure that anyone who may benefit from a major correction of their Rateable Value does not benefit by much whilst people who are adversely affected at least have the pain spread over a period.

HOW DOES IT WORK?

How long have you got?

Essentially, after a change in your RV, your new Rates Bill is calculated and then compared with the amount you paid last year on the same premises.  If it is greater by a predefined margin, it is capped at the preset percentage uplift limit.  If it is smaller by more than a different (and smaller) preset figure, you nevertheless pay the smaller capped figure.

In finance terms, for those familiar with such language, your Rates Bill is subjected to an asymmetrical collar.

This process is repeated each year with different but predefined ‘caps’ applying until your underlying Base Liability (Rates Bill) is within the caps.

ARE THE CALCS DIFFICULT?

Not really, but Hastingwood has developed computer programmes which work out all Rates Liabilities including those affected by TR considerations.  These can be applied to check your bills on request.

The Local Authorities often get these calculations badly wrong, by the way.  The Hastingwood programmes get Rates liabilities to agree to within a few pence of a properly calculated Local Authority bill.

9.  SBRR RELIEF

WHAT IS SMALL BUSINESS RATES RELIEF?

SBBR subsidises Business Rates for small businesses by charging larger ones extra.  The details are still being worked out – please refer to our SBBR FAQ.
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