








commercial properties - empty property rates

Since April 2008 owners and occupiers
of commercial properties have enjoyed
an exemption from empty property
rates for the first three months (or six
months for industrial properties) of a
void period. However, the limited period
of the exemption (3 or 6 months) has
come under great criticism from the
property industry. It is seen as putting
added pressure on businesses at a time
of economic difficulty. In response, the
Government has temporarily increased
the threshold at which an empty property
becomes liable for business rates. From
the Ist April 2009 empty properties with a
rateable value of less than £15,000 will be
exempt from business rates. It should be
noted that the increase from the original
figure of £2,200 is only expected to be
for one year. There are no current plans
to permanently increase the threshold.
However, there are other circumstances
in which an unoccupied property will be
exempt from rates inclusive of where the
property is a listed building or where the
occupier’s company is in administration

With the downturn in the economic
climate more and more commercial
tenants are going into administration
and making use of their exemption from

empty property rates. The implications
of this for the commercial landlord are
many but one that few know about is the
effect that properties occupied by tenants
in administration have on the landlord’s
entitlement to a rate free period.

Occupiers of commercial properties
are entitled to a rate free period for the
first three months (or six months for
industrial properties) that the property
is vacant. Since April 2008 companies in
administration have additionally benefited
from no longer having to pay business rates
for properties that are empty. However it
should be noted that the two exceptions
run at the same time which means that
the 3 (or 6) month empty rates exemption
runs at the same time as the exemption for
administrators.

If the landlord regains possession of the
premises after the tenant has been in
administration, his entitlement to a 3 (or 6)
month rate free period will be dependent
on whether the property has been empty
during the administration period. In the
event that the property has been empty
for 3 (or 6) months, with the administrator
not paying business rates, the landlord
having taken possession of the property

will be required to pay full rates. He will
not be entitled to the usual limited period
of exemption from empty rates.

In short, the landlord will have to pay rates
from the date of possession. The actions
of the tenant will in effect prejudice the
landlord’s right to the exemption.

For further information on this and other
commercial property related issues, please
do not hesitate to call Simon Barrett or
Janine Harris.
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