Appendix 1

‘The transitional arrangements for the non-domestic rating revaluation 2010 in England’

Policy Context

1. The Council, through its Ten Point plan for Economic Resilience is committed to supporting businesses during the economic downturn. Recent transitional arrangements for non-domestic rates have capped rates to some degree, assisting many small businesses by maintaining or only slightly increasing their fixed costs.  

2. The Corporate Plan 2007 –10 sets out the key improvement targets to be achieved by 2010 in order to improve Economic Prosperity in the Borough (Priority 4), this includes ensuring that the percentage change in the number of VAT registrations is at least 1.3% each year (DE34).   

Background
3. This report is to advise the Cabinet of a consultation paper seeking views on ‘The transitional arrangements for the non-domestic rating revaluation 2010 in England’.

4. The consultation paper was circulated by The Department for Communities and Local Government (DCLG).

5. Non-domestic rates are a tax paid by property occupiers or owners. The rates bill is calculated by multiplying the rateable value of the property by the relevant multiplier although bills can also vary with rate relief and other adjustments.

6. The Government sets the multipliers but rateable values are set independently by the Valuation Office Agency.

7. Revaluation takes place every five years and the next full revaluation of all rateable values will take effect from 1 April 2010.  Whilst revaluation does not raise extra revenue, relative to the national average, some areas become more in demand and so rental values rise and demand falls in other areas with rental values decreasing.

8. The regional effect of the 2010 revaluation, before transitional arrangements, inflation and other reliefs, will show a 1% reduction. 

Transitional Arrangement
9. At each revaluation since 1990, the Government has introduced transitional arrangements to phase in large changes in individual rate bills arising from the revaluation.

10. Since 2003, the Government has been required by statute to introduce transitional arrangements and have the objective of ensuring that those transitional arrangements are self-financing.

11. At previous revaluations the Government has provided relief through annual caps on increases with different caps for large and small properties.

12. This relief has been funded by phasing in reductions in individual rate bills through caps on annnual reductions.     
Consultation Paper
13. The consultation paper was issued by the Department for Communities and Local Government. 

14. The consultation period is 8 July to 23 September 2009.

15. This consultation paper examines how to introduce transitional arrangements for the 2010 rating list. The options under consideration are:

Option 1: annual caps on both increases and reductions over four years with different caps for small and large properties

Option 2: the same caps on increases as option 1 but funded from a supplement on all other rate bills

Option 3: annual caps on both increases and reductions over five years with different caps for small and large properties and

Option 4: the same caps on increases as option 3 but funded from a supplement on all other rate bills

16. The questions set by the consultation paper are:

Question 1: having regard to the cost of the transitional relief, do you think the caps on increases for small properties adopted at the 2005 revaluation should be repeated for the 2010 revaluation?

Question 2: having regard to the cost of the transitional relief, do you think the caps on increases for large properties adopted at the 2005 revaluation should be repeated for the 2010 revaluation?

Question 3: do you think that the transitional reliefs should be provided over four years (option 1 and 2) or 5 years (option 3 and 4)?

Question 4: do you think the transitional reliefs should be funded by downward caps on reductions in bills (options 1 and 3) or by a supplement levied on other rate payers (Options 2 and 4)

     Council’s Proposed Response

17.  Giving due regard to economic and administrative considerations, it is proposed to provide the following answers to the questions posed in the consultation paper:


Question 1: the 2005 transition appears to have worked well and therefore similar caps should be repeated for the 2010 revaluation.
      Question 2: caps for small and large properties should be introduced as this ensures that funding the cost of the transitional relief is targeted at those who have benefited most from the revaluation and will not be borne by all ratepayers making the same contribution based on their rateable value irrespective of how their own rates bill has changed due to revaluation.

Question 3. transitional reliefs should be for five years, there were some anomolies in the 2005 scheme and although these have been ironed out, five years will not impose a large increase in 2014-15

Question 4: by downward caps on reductions in bills rather than supplement where all ratepayers would make the same contribution based on their rateable value irrespective of how their own rates bill has changed due to revaluation.

     Implications of the Recommended Option

18.  Financial Implications – None

19.  Risk Management Implication – None

20.  Human Resource Implications – None

21.  Equality and Diversity Implications – None

22.  Crime and Disorder Implications – None

23.  Sustainability Implications – None

24.  Health Implications - None

25.  Human Rights Implications – None

26.  Area and Ward Implications - None

