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Introduction
“Business rates” is the commonly used name
of a tax on the occupation of non-domestic
property (National Non-Domestic Rates –
NNDR). A rating list is required to identify each
relevant non-domestic property in an area, and
then the business is assigned a rateable value
based on a rental valuation of the property.
For each property in the rating list for their area, the local authority then
calculates and issues a bill, which it is responsible for collecting, with
powers to pursue payment.
A company’s business rates bill may be reduced through business
rates relief. These reliefs are administered by the local authority, and
whilst some are mandatory, others are at the discretion of the local
authority in which the business operates. Whether the business rates
are mandatory or discretionary, the local authority must bear (in part or
in whole) the cost of these reliefs. The types of relief are:
l Empty

and partly occupied relief (discretionary): level of relief is
apportioned depending on the rateable value between empty and
occupied parts of the building;
l Small Business Rate Relief (mandatory): this is 100% for properties
with a rateable value under £12,000 (as of April 2017), and then
tapered up to £15,000:
l Transitional relief (mandatory): if the rateable value of a property
changes significantly because of revaluation, the rates will change
gradually because there are limits on how much the rates can increase
or decrease each year.
In 2014-15 authorities collected a total of £22.9 billion in business
rates, representing 3.53% of the total UK tax income. Local authorities
achieve an average in-year collection rate of 98.1%.1 Of this income,
the retail industry currently contributes £7.3 billion of business rates
annually – nearly one-quarter of all receipts – far more than any other
industry.
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Government Policy
The next change in business rates valuation comes into effect on 1st April
2017. The changes made will, according to the Government, be cost
neutral, meaning the total tax take will remain the same.
Sajid Javid, the Communities Secretary, said the changes in the valuations will be “a catalyst to driving economic growth across the country”,
rebalancing the economy, and enable bills across the north to fall by 10%
(£600m a year) and across the Midlands by 5% (£230m a year)2.
Small business rate relief will be permanently doubled from 50% to 100%
and the thresholds will increase to benefit a greater number of businesses.
This means that whilst at the moment, the 2010 rateable value of the business needs to be £6,000 or below in order to have 100% relief, a business will
a 2017 rateable value of the £12,000 or below will be given 100% relief. In
addition, if a business’s 2017 rateable value is between £12,001 and £14,999
inclusive, the small business rate multiplier is used and relief will be given
on a sliding scale - from 100% at the bottom of the range to 0% at the top.
Finally, all businesses with a rateable value of under £51,000 will have the
small business multiplier applied which is 46.6p instead of 47.9p.
TheGovernmentpredictthatthesechangeswillhelp600,000smallbusinesses, occupiers of a third of all properties, and provide a saving for these
businesses of £6.7 billion across the next 5 years. An additional 50,000 will
benefit from tapered relief 3.

In 2014-15 authorities
collected a total of £22.9 billion
in business rates, representing
3.53% of the total UK tax
income.
The retail industry currently
contributes £7.3 billion of
business rates annually –
nearly one-quarter of all
receipts – far more than any
other industry.
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General issues
with Business Rates
The rateable value of a business property reflects its general rental value,
but not its profitability. Two identical shops in the same street will pay
the same rate, even if one was extremely profitable and the other was
having difficulty making ends meet. This means that business rates as
a whole are unable to take into account any nuances between sectors,
which can be damaging.
Smaller shops are finding that whilst their profitability has remained
stable over a period, the shop value has increased over the same timeframe. This means that the Government will increase the rate value of
the property, often beyond the reliefs, whilst there has been no change
in profit and staff cost.
Considering that the business could therefore be totally reclassed
through the revaluation, the change would then drive the business into
difficulty as their margins will be put under further pressure by the
increase in outgoings. In addition, these same businesses were assessed
in April 2015, after which certain areas have seen a considerable slump
in the intervening period, meaning that the value given is not now representative and make it even harder for that business to stay active.

bira’s action call
Concerns that disproportionate and unfair
reevaluations will damage UK businesses have struck
a chord. Ministerial Statements in Parliament on 22nd
February suggest that there will be financial support for
businesses that are particularly hard hit⁵.
With this in mind, bira believes that there needs to be a
fundamental review of Business Rates as a whole, in order
that the government can help smaller retail businesses thrive
in a world where online retail is such a challenge.
Indeed, the Government has committed to discretionary
business relief for local newspapers due to the emergence
of an online news market⁶. Considering this therefore
sets a precedence for other “at risk” sectors to
campaign for the same discretion, it would
make much more sense for the Government to
re-evaluate business rates.

Even though many retail businesses have had an increase in rateable
value, Amazon will be given a cut in business rates when the new rates
take effect in April 2017. This is because the average bill for Amazon’s
nine distribution centres will fall by an average of 1.3% or £147,6324
in the revaluation. Considering the advantages that Amazon already
have over the high street (including the ability to charge lower prices
but maintain their margins) means that shops that remain on the high
street are often even harder hit. This shows that the current system is
not fit for purpose.
The current system is extremely complex for high street retailers and
because of this, there is a risk that investment from overseas could be
dampened. Therefore business that are increasingly under threat will
have fewer options regarding diversification or adapting to the new business conditions in which they find themselves which again reduces a
business’s ability to maintain its position in the market.

The Government must move
to soften the impact of the latest rates
revaluation and protect our High
Streets and independent shops by
creating a new fair rating system for
modern retailing.
Alan Hawkins, Chief Executive Officer, bira
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Issues with SBRR and
Transitional Relief
Thechancellorhasannouncedanew£12,000threshold(withasmallamount
of taper to £15,000) for small business rate relief, as well as an increase in the
level after which businesses need to pay the higher multiplyer from £18,000
to£51,000.However,thesystemimposessignificantadministrativeburdens
on the smallest businesses, since SBRR needs to be applied for rather than
beingappliedautomatically.UncertaintyregardingthecontinuationofSBRR
beyond the year ahead creates an incentive for a small business to appeal
a valuation even if they qualify for full business rates relief in the current fiscal year. These appeals represent a significant cost to small business, local
authorities and the courts system.
BusinessesthatqualifyforSBRRandtransitionalreliefoftenusetheirlocal
council websites to establish how to get the relief they qualify for. However, it
has been established that several council websites contain errors regarding
the rules around SBRR, let alone how a business might be affected by the
changed.7 Therefore, whilst Ministers have already earmarked £3.6billion
in transitional relief, there is a lot of uncertainty as to the detail around how
a business might be able to access this. This will put retail businesses that
are already under increased pressure under more pressure to pay rates that
aren’t due because of any future allowances or conditions which they can
utilise.

bira’s action call
bira would like the Government to commit
to not just full transparency regarding how SBBR
and transitional relief might work, but also a set of
guidelines for local councils to ensure that there is a
standard application of the rules and that businesses
fully understand what they need to do, and what their
obligations are.
bira feels that it would be much simpler to just apply a
standard rateable allowance, like the personal allowance,
to all businesses. This will make the rules much simpler for
smaller retail businesses, help all businesses to understand
the rules helping collection rates, and allow businesses under
a certain threshold (ie: £12,000) out of the system completely,
which would save both man hours and money for those
businesses. An allowance will still help the majority of
small businesses above this arbitary cut off.
This would then allow them to concentrate
on making their business profitable. This in
turn could then increase tax receipts for the
Treasury through other means.

A simpler, standard rateable allowance would help
independent retail businesses.
Emma Woodward and Samantha Yair are partners in
Aspire Style, with five fashion shops across the West
Midlands.

The business rates revaluation is a good
thing, but it’s taken a long time to get
this point and it would have been beneficial a few
years ago. Our five stores in Oxford, Warwick, Coventry, Solihull and Stratford-upon-Avon range from
100 sq foot in Oxford to 1200sq ft in Solihull and the
revaluation will affect them differently. The rates in
Warwick have gone up 25%, while in Coventry they
have gone up 56%. The rates for Oxford will remain
the same while for Solihull and Stratford they have
gone down by about 20%. Currently our rates are
£145,000. Although they will go down to £130,000,
that’s still a large amount of money. Anyone who
has a single store in an area where a 50% increase is
required has a huge cost to absorb.
BIRA BUSINESS RATES MANIFESTO MARCH 2017
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The issue with “Check
Challenge Appeal”
From April 2017, the Government will be implementing a new system
called check, challenge, appeal. The three stages will be:
1.a Check stage, in which facts concerning the property are agreed
between the Valuation Office Agency (VOA) and the ratepayer;
2.a Challenge stage, where a ratepayer believes the rating list entry is still
inaccurate so they can challenge the valuation or other aspects of the
entry for the property
3.a Appeal stage which allows ratepayers who disagree with the assessment set out in the Valuation Office Agency’s decision notice following
the challenge stage (or in cases where a decision notice has not been
issued) to seek a decision from the Valuation Tribunal for England
However, this will massively increase the length of time of the process overall, making it time consuming for small business, businesses
that need to maximize their time ensuring their business is profitable
(through longer opening hours or time to assess what stock sells at a
higher premium). Indeed, a property can remain in ‘Check’ stage for up
to 12 months, the Challenge stage can only be instigated by the ratepayer
within 4 months of the conclusion of Stage 1, with a further 18 months
allowed to conclude the Challenge. It could therefore be just short of 3
years from starting the process until any decision is made by the VOA,
which could put pressure on businesses over a long period of time.
There will be a fee of £150 for small businesses and £300 for other
businesses to appeal, as well as the ability for the Government to put in
place a penalty of £500 for the provision of false information “carelessly,
recklessly or knowingly”. This will put a lot of pressure for small businesses to spend extra time checking and rechecking their appeal in order
that they don’t accidently fall foul of the rules. In addition, as opposed
to simply claiming an assessment is excessive, the ratepayer will now be
required to set out grounds for the challenge, substantive reasons for the
challenge, backed by supporting evidence, and an alternative. This is
whilst the VOA do not need to give any explanation as to why they have
valued the property as they have.
This pressure directly contradicts the Minister for High Streets (Marcus Jones), who believes that “we need thriving high streets, strong independent retailers and local economies that match the exceptional growth
that UK plc has experienced since 2010” and implies that the Government
understands retailers need support in these tumultuous times.

bira’s action call
bira believes that the Government could look
to put in place a faster, simpler approach for small
businesses. This would be a more agile process that
could be undertaken quickly and not take too much time
away from them running their business.
bira wonders if the Valuation Tribunal for England could
challenge the VOA as opposed to putting the burden of
proof on businesses. This would help businesses as well as
make the fine more palatable for a company if their appeal
is not successful because they haven’t done all the work
and been fined for the privilege. It would also take away the
opportunity for the VOA to subjectively delay resolution as
there would be less information for a company to supply and
therefore less risk that a challenge is incomplete.
Finally, bira would like the government to consider
whether there could there be a rise in the thresholds
of fee levels or instead apply a certain percentage of
the amount in dispute as the fee. This would be a more
effective disincentive for large businesses submitting
unsubstantiated appeals while not disproportionately
deterring small businesses from making legitimate
appeals. Otherwise, smaller businesses could be
discouraged from lodging an appeal, whilst bigger
businesses will still lodge appeals if they thought
it was worth it.

We need thriving high
streets, strong independent retailers
and local economies that match the
exceptional growth that UK plc has
experienced since 2010
Marcus Jones MP, Parliamentary Under Secretary of State
(Minister for Local Government)
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Conclusion
In conclusion, the Government believes that they “need thriving high streets, strong
independent retailers and local economies that match the exceptional growth that UK
plchasexperiencedsince2010”. Inaddition,concernsthatdisproportionateandunfair
reevaluationswilldamageUKbusinesseshavebeenacceptedbytheGovernment.Inorder
torealisticallydealwiththissituation,birabelievesthatanoverhailofrateswouldhelpthe
retailsector,ensuringthesurvivialofsmallshopsthatpayanumberoftaxestothetreasury
. bira proposes the following three point action plan:

bira’s three point
action plan
bira is recommending the Government takes immediate action
on business rates to genuinely help our Great British High Street in the
challenging and uncertain trading climate. bira recommends:

1.

An immediate retail-specific business rate relief, as
actioned by the Welsh Assembly. This would be a
short term quick fix to help thousands of independent
retailers affected by business rate increases as a result
of the recent revaluation.

2. Change the £12,000 threshold to a £12,000 allowance
with no cut off to all retail businesses. This would
redress the current imbalance and benefit smaller retail
businesses with a reduction in their bill, which could
be the difference between closing or surviving in 2017
and beyond.
3. A fundamental reform of the rating system creating a
completely new and fair rating structure for modern
retailing. A fundamental review was promised by
the last Chancellor in 2014.

John Horwood has owned the
Ken¬nedys Mica Hardware store in Rubery, Birmingham, since 1987. He points
out that rates are increasing for many
while trade is depressed.

The system is massively unfair. I am paying
£8,591 a year in business rates for my double-fronted shop, which
covers 1,100sq ft of selling space with 100sq
ft storeroom. On top of
that I have rent and
fuel costs. This year has
not been brilliant, we
have been -4% down,
-1% down and about
equal on last year in
different months. Yet
costs just keep on going
up. We need a fairer
business rates system.
John Horwood, Owner, Kennedys Mica
Hardware, Birmingham
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Business rates
are our biggest
headache. Our rates will
increase from £18,500 to
£22,000 as our basic rateable
value has almost doubled, which
has resulted in an almost 30% increase in the bill. What is frustrating is that the money is not really
going back into the town. It is being
spent across the county.
Monika Curry runs Bodenhams fashion store
in Ludlow, Shropshire, with her husband
Roger, whose family has owned the
business for five generations.
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About bira
The British Independent Retailers Association was established in 1899 to make
the world a better place for independent retailers.
We influence public debate, we monitor and shape new legislation through the
Legal and Parliamentary Affairs Committee, keeping bira members ahead of the
curve.
We work hard to assist Government in its information-gathering activities as the
leading specialist representative body for independent retailers.
We regularly survey members to take the temperature of trade and highlight
issues impacting independent profitability. This provides the basis for
influencing opinion on the hugely important subject of the value of these
retailers to our nation’s towns and cities.
We regularly appear in local, national and trade press, radio and TV fighting for
the rights of independent retailers and giving our members a voice.
To learn more visit bira.co.uk

Contact
If you require any further information please contact:
Sarah Arnesen, Head of Marketing, PR and Events, bira
Telephone: 0121 446 6688
Mobile: 07823416859
Email: sarah.arnesen@bira.co.uk
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