[image: image1.png]BLACKBURN & DISTRICT CHAMBER OF TRADE

Incorporating trades & professions

President - Raymond Goldstone
Vice President - Arnold Wilcox-Wood

Affiliated to the National
Chamber of Trade





MINISTER ANNOUNCES PROPOSALS TO REDUCE BUSINESS RATES FOR SMALL BUSINESSES

Proposals to ease the burden on small business by introducing relief from business rates were announced today by Local Government Minister Nick Raynsford. The new scheme will see rate relief available at 50 per cent for business properties with a rateable value of £5,000. Under the plans the relief will decline on a sliding scale as rateable value increases, reaching no relief at a rateable value of £10,000. 

The plans were first announced in 2001 in the White Paper Strong Local Leadership - Quality Public Services. However the proposals then were for thresholds between £3,000 and £8,000. 

In addition, today's proposals add a buffer zone so that business properties between £10,000 and £15,000 will not have to contribute to the relief. The cost of the relief will be borne by larger business ratepayers and not the general taxpayer. Nick Raynsford said: "Government recognises that the current system of business rates places a disproportionate burden on small businesses. The small business rates relief scheme will address that. 

The proposals I have announced today are significantly more generous than those in the original white paper. However we estimate that the cost to larger businesses will add only 1.6% to rate bills, well within the commitment we made that their bills would increase by no more than 2.5%."

The new regulations will be finalised in the Autumn and businesses will have to register by 31 December 2004. The small business rates relief scheme will become effective from 1 April 2005. 

1. The basics of the rate relief scheme for small businesses were first proposed in the Green Paper Modernising Local Government Finance September 2000, and confirmed in the White Paper Strong Local Leadership – Quality Public Services December 2001. They reflected the fact that rates are a heavier burden for small businesses, in relation to turnover and profits, than for larger businesses. 
2. The scheme as set out in the White Paper proposed that rate relief should be available at 50% for properties with a rateable value up to £3,000 with relief declining in percentage terms on a sliding scale until at £8,000 there would be no entitlement to relief. To avoid applications from occupiers of multiple small properties, e.g. telephone masts, a business could only qualify if it had one property. The cost of the relief has to be paid for by a supplement on the rate bills of all other ratepayers and the White Paper stated that the supplement should add no more than 2.5% to bills. (This is equivalent to approximately a 1.04p supplement on an estimated multiplier post revaluation of 41.5p in the Pound.) 

3. Research conducted by the government shows that if the thresholds are not changed, the number of small businesses eligible and expected to claim relief would be 360,000. The cost of relief on this basis would be a supplement rate of 0.4pence or a 1% increase in bills. 

4. The government recommends that the thresholds are raised to take into account of the change in values at revaluation and to make the scheme more generous. 50% relief would be available to properties under £5,000 RV, tapering off to no relief at an upper threshold of £10,000. This increases the estimated number of beneficiaries to just over 400,000. 

5. Small business representatives have been pressing for a buffer zone, above which properties would not receive relief but would not pay the supplement. We propose to introduce a buffer zone of £15,000 for the estimated 55,000 occupiers who meet the small business relief criteria but are outside the threshold. 

6. Businesses may apply for the relief by registering with the billing authority at any stage in the year and up to six months after the end of the financial year concerned. 

7. The principles of the scheme have already been extensively debated and interested stakeholders have had plenty of opportunity to express their views to government but there will be an additional eight week consultation on this proposal. 

8. The recommendations set out above seeks to strike a reasonable balance between the interests of those who receive and those who pay for the relief. They are pitched at a level which gives small businesses the benefit of increased thresholds which more than compensate for the average effect of revaluation; they add in a buffer zone that was not part of the original proposals; and the arrangements for claiming relief are being relaxed, including allowing an element of retrospection. The scheme is therefore significantly more generous to small businesses than the previous proposals. However, this is being achieved while keeping the supplement to around 1.4%, which is well below the 2.5% maximum promised in the White Paper.
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