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INTRODUCTION

Starting on the 1st April 2005, the Business Rates system is getting even more complicated.  One of the major changes is the introduction of a new Small Business Relief (SBRR) scheme.  

At the time of writing this note, (Mar 05) the Scheme is still being introduced to Local Authorities around the country and various anomalies resolved.  In due course, each Local Authority will be producing its own Application Form and Guidance Note.  Meanwhile, this FAQ should be of some assistance.  

UBR MULTIPLIERS

As you probably already know, the Rates Payable in any given year is calculated by multiplying the Rateable Value of the property by the UBR multiplier for that particular year. (For more information about Rates generally, see the Hastingwood RatesFAQ ).

For the first time, there will be 2 UBR factors in the years from 2005 to 2010.  

The standard one for the year starting April 1st 2005 is 42.2p in the pound.  This contains a 0.7p supplement which the government has calculated will effectively fund the SBRR that will be granted to qualifying companies.  

The other UBR is therefore 41.5p in the pound.  This will apply to those companies which obtain SBRR.  

HOW DO I QUALIFY?
Firstly, apart from meeting all of the requirements, a form has to be completed and signed by the Occupier and then has to be submitted to the relevant Local Authority.  These Forms have been   designed and issued within the last few weeks – some have been revised already.  They cannot be signed by any third party as Agent, but they can of course be prepared with the assistance of an Agent.  

It is intended to make it a criminal offence to make false declarations on these forms.  This will deter fraudulent claims.
WHAT REQUIREMENTS?
The main requirement is that the business occupies premises with a Rateable Value (RV) of less than £21,500 in Greater London, and £15,000 outside of Greater London.  Note however – see below – that the main value of the SBRR is restricted to those occupying premises with considerably smaller RVs. 

It is expected that most qualifying businesses will be occupying single premises.  However, it is possible for occupiers to qualify even though they do have other premises in the UK as long as the total RVs concerned are less than £21,500 in Greater London or £15,000 elsewhere.  However, even if this is the case, the Small Business Relief is available on only one property out of those occupied.  

To cover the position where an occupier rents premises and also rents a separate car parking space, the Local Authorities are instructed to ignore the second property (i.e. the car parking space) so long as its RV is less than £2,200.  
The Eligibility Threshold is that of the area where the main property is located.  Any second property pays the full rate of UBR on its RV. 
ANNUAL RENEWALS

A completed Application Form has to be submitted for each rating year.  Note however that if the form is accurately completed and submitted in good time (within the tax year for which SBRR is being claimed is a safe starting point), there is no discretion about the Local Authority decision:  SBRR must be granted.
WHAT IF THE RV CHANGES DURING THE YEAR?

If the RV is reduced during a rating year (April 1st to March 31st) so as to enable qualification or to increase the amount of UBR obtainable, hard luck.  The entire scheme is based on the RVs in the List as at April 1st at the start of each rating year, and any changes will therefore only have an impact on SBRR from April 1st of the following year.  On the other hand, if the change is upwards and causes the property to exceed the eligibility threshold (£21,500 or £15,000), loss of SBRR is immediate. 
IS THE RELIEF DISCRETIONARY?

No, it is a mandatory relief.  If you qualify, complete the forms properly and submit them, you will obtain the relief.

IS IT RETROSPECTIVE?

Yes, in the sense that if you submit a valid application at any time during the rating year, the appropriate credit is calculated as from April 1st in that year.  At this point, it is not clear whether or not an application can be backdated to previous rating years.  

SO WHAT IS THE ACTUAL RELIEF?

1. All qualifying Occupiers use the lower Small Business Multiplier (41.5p in the pound for year commencing April 1st 2005) on their Rates Bills for the single qualifying property for the entire RV up to the qualifying limit of £21,500.  

Therefore, if for example you had an RV of £15,000 this Relief would amount to £15,000 x £.007 = £105 p.a.  

2. If your RV is less than £5,000, the SBRR is 50% of your bill.      
So, for example, if your RV was £4,000, your Rates bill without SBRR would have been £1,688 (4,000 x 42.2) , but with SRB you would pay only £830.  (4,000 x 41.5 x 50%).
Saving:  £858 pa
3. If your RV is £10,000 or above, you get no further SBRR other than the use of the lower multiplier.

4. However, if your RV is between £5,000 and £10,000, you benefit from SBRR on a sliding scale.  Basically, you get 50% relief at £5,000, and zero percent at £10,000, effectively losing 1% of relief for every £100 increase in the RV.

Therefore, for example, if your RV is £7,200 the amount you pay without any SBRR is £3,038.40 (7,200 x 42.2).
SBRR is calculated at 50% less 22% = 28%.  The amount actually payable is therefore 72% of the figure calculated using the lower UBR of 41.5, or £2,330.64  (7,200 x 41.5 x 72%). 
Saving:   £887.04
SIMPLE REALLY?

I am glad you think so, but that is because I haven’t mentioned Transitional Relief arrangements.

Once again, there will be TR applied to the new 2005 List.  A change from previous years is that the relief will apply for only the first 4 years of the 5 year List.  In other words, all Transitional Relief will cease at the end of year 4 and the underlying liability (RV x UBR for that year) will be payable.  

The applicable Fractions have now been published.  As before, they will be subject to variation year by year to take account of inflation. 
MORE TRANSITIONAL RELIEF
A very important aspect of TR is that it is a property of the property, and not of the tenancy or the tenant.  In other words, the tenant may change or the Lease or Licence may be renewed or altered and this does not affect the Transitional Relief calculations or their effect on the Rates Bills.
Anomalies.  The workings of Transitional Relief have always contained some potential for surprises, but these have acquired extra potency thanks to SBRR.  The biggest problems arise when neighbouring and apparently near identical premises are assessed as having very different rates obligations.  This can happen for example if there are no entries in the previous List for Property B because it did not exist previously in the form that now resembles Property A.  Thus there is no basis for applying TR and the figure discounted by SBRR is correspondingly changed.
There are 2 methods for dealing with this.  Firstly, it is possible to persuade the Local Authority to deal with the new Property B by means of Splits and Mergers if it was created by dividing or combining other properties which were in the previous Rating List.  Second, if all else fails, it is possible to get a Certificate from the Valuation Office (where it is clear that otherwise the outcome is unfair) to show what the Rateable Value of Property B would have been in the previous List had it been rated then.  This then allows the “last year bill” to be calculated and used as the basis for TR.
WHAT IS THE MAXIMUM SAVING?

The maximum SBRR saving occurs at an RV of £5,000 and for the rating year commencing 1st April 2005 it will be £1,072.  
HOW DOES TR AND SBRR INTERACT?

All Rates liability calculations are worked out on the basis of Transitional Relief (if applicable) first.  These use an SBRR multiplier (for 2005/6) of 41.5 p.  Then the SBBR supplement of 0.7 p x the Rateable Value is added on:  this is now the amount that a Ratepayer who is not entitled to SBRR (or  one who has not bothered to obtain it) will actually pay.  A Ratepayer who has obtained SBRR for that tax year now has the 0.7p x RV supplement removed, and then the remaining amount is discounted by a factor of between 0% and 50% depending solely upon the actual RV.
CAN HASTINGWOOD HELP?

Yes.  As before, we will continue to operate a free Rates Service which includes providing advice and checking individual Rates Bills on request.  

We will also help you to understand SBRR and to apply for SBRR if applicable.  In this connection, I hope to either obtain or develop an electronic version of the applicable forms for each Local Authority.  
You may be interested or relieved to know that we have an Excel spreadsheet which calculates both normal and SBBR relieved Rates Bills for properties both inside and outside London.  The only input data required are

Last Year's Rates Bill

2005 RV

SBRR Granted?  

Location inside or outside London. 

Most of this we will already have on file.
We will be pleased to check Rates Bills and SBRR calculations for all tenants.

Disclaimer.  These Notes are intended to give a helpful outline of the subjects covered, but they should not be regarded as a complete guide.  Hastingwood accepts no third party liabilities arising  from errors or omissions or otherwise.
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