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Policy Briefing
Business Rates

Background

Non-Domestic Rates bills in Scotland are calculated using two principal factors – the rateable value of a property, which is determined by the local assessor, and the poundage rate, which is set by the Scottish Government.  The local assessors carry out a revaluation of all business properties every five years and the latest assessment came into force on 1 April 2010.
The process of this year’s revaluation started back on 1 April 2008, which is the tone date upon which valuations are based.  For most business properties, the valuation is based on the notional rental value of the property but for certain categories of business, such as hotels and licensed premises, the valuation can take account of other factors, such as turnover.  The assessors completed their valuations by the end of August 2009 but these were not published at the time.  The rates poundage in Scotland has been tied to that of England since 2007, so we had to wait until the English rate had been calculated before the Scottish figure could be published.  The English rate is calculated by reference to the RPI rate of inflation in September each year, which is published in mid-October.  It was therefore not until late November that the Scottish Government announced that the Scottish poundage rate for 2010 would be 40.7p.  At that point, we could have reasonably have expected the Scottish Government to publish the results of the revaluation, as happened in England, but instead they chose to wait until mid-February 2010 before making the revaluation public.  This was only a matter of 4 or 5 weeks before businesses received their rates bills for 2010.
At this time the Scottish Government also announced the reliefs which would be available to businesses in terms of their rates liability.  These include the Small Business Bonus Scheme, rural rates relief and renewable energy relief.  However, missing from the equation this time around was Transitional Relief.  This relief had applied to Scottish businesses until this year and continues to be applied in England, where it limits the annual rates rise for businesses to 12.5%.  The absence of this scheme in Scotland means that businesses here will have to pay any increase in their rates bills in full this year.  In total, some 40% of businesses in Scotland will see their bill rise.
The business rates situation varies throughout the United Kingdom.  Scotland and England aside, Wales are similar to us in not having a Transitional Relief scheme whilst Northern Ireland have announced that they have abandoned the 2010 revaluation entirely as they do not believe that meaningful new valuations can be applied in the midst of the deepest and longest recession in post-war history.

The Chambers’ Campaign So Far

The rise in business rates bills has affected all parts of Scotland, but Aberdeen & Grampian and Edinburgh Chambers of Commerce have led the way in developing an evidence base for the impact of revaluation.

Edinburgh Chamber have prepared a number of studies charting the effects of revaluation in the capital.  These include an analysis of particular areas of the city’s west end and a study of Edinburgh’s hotel industry.  This evidence revealed that shops in Edinburgh have been subjected to far higher rates bill increases than offices – an average of 38.9% for shops compared to 8.9% for offices.  In terms of the hotel industry, 44 out of the 45 members of the Edinburgh Hotels Association have experienced an increase in rates bills for 2010.
In the North East, the evidence produced by Aberdeen and Grampian Chamber of Commerce is even more stark, with increases being reported by businesses across all sectors.  Across the board in the Aberdeen City and Shire area, rates bills are increasing by an average of 15.14%, with many businesses experiencing considerably higher increases.  One business in Ballater is facing an increase of 414% in its rates bill as a result of a combination of revaluation and no longer qualifying for relief under the Small Business Bonus Scheme.
Other areas of the country have also reported that the increases in business rates bills have adversely affected their members: Dundee & Angus Chamber advise that their hospitality industry has been hit, Fife Chamber have reported that one of their members in the IT support industry has had their valuation increase by 49%, and Ayrshire Chamber have reported numerous instances of rateable values increasing by over 100%.  In addition, rating agents have advised us that valuations in town centres such as Dumfries and Dumbarton have increased by up to 45%.
As a result of these concerns, Chambers of Commerce across Scotland have come together through Scottish Chambers to mount a sustained campaign for a better deal for Scottish business ratepayers.  Aberdeen & Grampian Chamber were the first to meet with the Cabinet Secretary for finance and Sustainable Growth, John Swinney MSP, on 24 May.  The discussion was wide ranging and covered various sectors, including hospitality, retail, agricultural and distribution.  AGCC brought to the table a proposal that would allow the Scottish Government to reintroduce a self-financing transitional relief scheme by exempting a few large undertakings and utilities from its scope, however Mr Swinney claimed that such a scheme could fall foul of European rules on State Aid.  Following on from this meeting, Mr Swinney wrote to Aberdeen Chamber on 15 June stating the Scottish Government’s position that the revaluation figures were sound and that a Transitional Relief scheme comparable to that in England was unaffordable.  He reiterated that 60% of businesses were better or no worse off under revaluation and that 79% of businesses would be worse or no better off under a Transitional Relief scheme.  Aberdeen Chamber have responded to this in robust fashion.


Edinburgh Chamber of Commerce met with John Swinney on 3 June, with the discussion centring around the effects on the city’s hospitality and retail sectors.  The Chamber provided the Minister with data which they had collected, some of which pointed towards inconsistencies in rating assessments carried out in Edinburgh.  The Minister and his civil service team agreed to investigate these.  The Edinburgh Hotels Association underlined the need to ensure that material changes in hotels’ turnover after the 1 April 2008 tone date for valuation be taken into account during the appeals process and, again, the Minister agreed to look at how effectively these provisions are reinforced.  The minister was again challenged over the withdrawal of Transitional Relief, but gave no ground on this issue.
The meeting between Scottish Chambers of Commerce and John Swinney on 28 June will pick up on these issues and provide a forum to push this issue towards a resolution.  SCC has a number of key objectives for this meeting.
Key Meeting Objectives

· To ensure that the Minister recognises the widespread strength of feeling amongst the Scottish business community over the problems caused as a result of the 2010 rating revaluation.
· To persuade the Scottish Government of the competitive disadvantage and the damage to Scottish business caused by the short-notice withdrawal of Transitional Relief, and to seek the urgent reintroduction of such a scheme in Scotland.
· To ensure that the Scottish Government acts to create a fair environment for rating appeals, which takes the fullest account of the post-tone date economic effects of the recession on business.
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