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Briefing Paper

1. Introduction
Non–domestic rates (Rates) are a tax charged on non-domestic premises in the United Kingdom and paid by the person in rateable occupation of the premises. Rateable premises are known as hereditaments.  The Valuation Office Agency in England and Wales determines the rateable value (RV) of a hereditament and includes the rateable value in a Rating List.  The amount of Rates paid by the ratepayer is determined by multiplying the RV by the uniform non domestic rate multiplier.  The value of the rating multiplier is set by central government.  Rating Lists are compiled every five years.  The next Rating List will take effect from 1 April 2010.

2. Rating of Docks and Harbours
The RV of premises in statutory docks and harbours in England and Wales,  and thus the Rates charged on such premises, until 1 April 2005 were determined by the use of a prescribed formula set out in secondary legislation – The Docks and Harbours (Rateable Values) (England) Order 2000.  The use of the formula to prescribe the RVs and thus determine the Rates to be paid in respect of premises in docks and harbours originated from the public ownership of docks and harbours and the resulting difficulty of determining the RV of premises in docks and harbours by conventional methods.  The formula was applied to all operational land in a dock or harbour which was treated as one hereditament (the statutory hereditament) as a result of the operation of a second statutory instrument – the Non-Domestic Rating (Miscellaneous Provisions) (No. 2) Regulations 1989.  The statutory undertaker in a dock or harbour was primarily liable to pay the Rates.

3. The End of Prescriptive Rating
The government decided prior to 1 April 2000 to end the prescription of the RV of premises in docks and harbours in the United Kingdom.  The difficulties of changing from the prescriptive determination of the RV of premises in docks and harbours to the determination of the rateable value of such premises by  conventional means led to the postponement until 1 April 2005 of the introduction of the determination of the RV of premises in docks and harbours by conventional means.

In Scotland a consultation exercise was undertaken by the Scottish Government in 2002 to determine the views of those affected by the change.  The consultation exercise identified the difficulties for some ratepayers of a substantial increase in the burden of Rates arising from the change from prescriptive determination of RVs and proposals for a robust self-financing transitional scheme to alleviate the difficulties arising from a redistribution of the Rates burden were put forward.  No such exercise took place in England.

The end of the prescriptive determination of the RV of premises in docks and harbours in England and Wales on 1 April 2005 by the cessation of the 2000 Order was not an efficient, well-managed change.  By 1 April 2005, the Valuation Office Agency had not carried out the revaluation of the RVs of premises in docks and harbours in England and Wales necessary to determine the RVs of the premises by conventional methods and as a result was not able to compile accurate Rating Lists for the docks and harbours in England and Wales before the Rating Lists were issued – as it is required by statute to do.   In consequence of the failure of the Valuation Office Agency to discharge its statutory duty to compile accurate Rating Lists, statutory hereditaments were included in the 2005 Rating List and their value increased, in the case of Hull Docks, by 192% to £9,000,000.  In 2007 the Valuation Office Agency began the revaluation of the RVs of premises in docks and harbours in England and Wales and began to assess the RVs of individual premises which had previously comprised part of the statutory hereditament.

4. The Effect of the End of Prescriptive Rating
As predicted in Scotland, the revaluation exercise caused a significant redistribution of the Rates burden from the statutory undertaking operating the ports – for example, in the case of Hull, Associated British Ports plc – to the other businesses occupying premises in the docks and harbours.  In addition, the liability to pay the increase in the Rates was back-dated from when the revaluation was carried out to when it should have been completed - 1 April 2005.

As a result, not only have operators in the statutory docks and harbours been presented with demands for increased Rates by the failure of the Valuation Office Agency to discharge its duty to compile an accurate Rating List  by 1 April 2005, operators have not been able to make financial provision for the increase in the Rates. Operators have not known that there was to be an increase in Rates or the amount of the increase until three years after the date when they should have known.  As a result, operators could not, in a very competitive market, know what charges to pass on to their customers. In addition, they have not been able to accrue in their accounts for any such increase.

The consequence of the manner in which the end of the prescriptive valuation of premises in docks and harbours in England and Wales and the introduction of rating by conventional methods has been carried out is a real and immediate threat to the solvency of companies operating in statutory docks and harbours, to employment by and to investment in docks and harbours by such companies.  Companies operating in docks and harbours in England and Wales - apart from the statutory undertaker (in many cases a competitor of the operating companies) - are now liable to pay very significantly increased Rates without the means to pay, without the means of recovering the amounts to be paid from their customers and without having had the ability to make prudent provision for the increased Rates.  Also, the operators have not been able to recover from the statutory undertaking sums paid to the statutory undertaking by the operators as a contribution towards the payment by the statutory undertaking of Rates on the premises occupied by the operators which the statutory undertaking has or will recover from the billing authority.

5. Urgent Issues Arising From the End of Prescriptive Rating

· Businesses operating in the statutory docks and harbours have been and will be made insolvent by the demands for the payment of the increased and backdated Rates

· People will be made redundant both directly and indirectly through the loss of businesses operating in statutory docks and harbours

· Businesses operating in the statutory docks and harbours will reconsider and reduce their investment in their dock and harbour operations

· Businesses in the statutory ports will relocate their businesses to other low cost non-statutory ports

· The regeneration of the statutory docks and harbours and their hinterlands will be adversely affected

· The reputation of the statutory docks and harbours as prime European transport hubs will suffer

