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5th Meeting, 2016 (Session 5) 
 

Wednesday 21 September 2016 
 
The Committee will meet at 10.00 am in the James Clerk Maxwell Room (CR4). 
 
1. Subordinate legislation: The Committee will take evidence on the Council Tax 

(Substitution of Proportion) (Scotland) Order 2016 from— 
 

Professor Kenneth Gibb, Director, Policy Scotland, University of Glasgow; 
 
Professor David Bell, Professor of Economics, University of Stirling; 
 
Professor Richard Kerley, Professor of Management, Queen Margaret 
University; 
 

and then from— 
 

Joan Hewton, Scottish Association President (and Assessor for Lothian 
Valuation Joint Board), and Les Robertson, Chair, Scottish Revenues and 
Benefits Forum (and Service Manager (Revenues), Fife Council), Institute 
of Revenue, Ratings and Valuation; 
 
David Thomson, Scottish Assessors' Association; 
 
David Melhuish, Director, Scottish Property Federation; 
 
Don Peebles, Head of CIPFA Scotland. 
 

2. Consideration of evidence (in private): The Committee will consider the 
evidence heard at agenda item 1. 

 
3. Work programme (in private): The Committee will consider its work 

programme. 
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Local Government and Communities Committee 
 

5th Meeting, 2016 (Session 5), Tuesday 21 September 2016 
 

Subordinate Legislation 
 

Overview of instruments 
 
1. There is one instrument for consideration at today’s meeting: 

 
 The Council Tax (Substitution of Proportion) (Scotland) Order 2016 

(SSI 2016/XX) 
 

Background 
 

2. The Local Government Finance Act 1992 (“the 1992 Act”) provides for 
council tax to be payable in respect of a dwelling in Scotland by 
reference to which of the 8 valuation bands the dwelling falls within. 
Section 74(1) of that Act specifies a proportion which serves to 
determine the relationship between council tax levels for dwellings in the 
different bands within each local authority’s area. This Order substitutes 
a new proportion for the purposes of section 74(1). The proportion is 
changed for the first time since being set by the 1992 Act and the new 
proportion will have effect from financial year 2017-18 onwards. 

 
3. The new proportion has the effect of increasing the levels of tax payable 

for dwellings in the higher 4 bands (E to H) relative to that payable for 
dwellings in the lower 4 bands. The Policy note from the instrument is 
attached at Annexe A. 

 
4. An electronic copy of the instrument is available at: 
 

http://www.legislation.gov.uk/sdsi/2016/9780111032589/contents 
 
5. The Equality Impact Assessment results are available at: 
 

http://www.gov.scot/Resource/0050/00505503.pdf 
 
6. The Committee needs to report by 1 November. 
 
Delegated Powers and Law Reform Committee consideration  
 
7. The Delegated Powers and Law Reform Committee (DPLRC) 

considered this instrument at its meeting on 13 September and 
determined that it did not need to draw the attention of the Parliament to 
the instrument on any grounds within its remit. 

http://www.legislation.gov.uk/sdsi/2016/9780111032589/contents
http://www.gov.scot/Resource/0050/00505503.pdf
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POLICY NOTE 
 

THE COUNCIL TAX (SUBSTITUTION OF PROPORTION) (SCOTLAND) 
ORDER 2016 (SSI 2016/XX) 

 
1. The above instrument is made in exercise of the powers conferred by 

section 74(3) of the Local Government Finance Act 1992 (“the 1992 
Act”). It is subject to the affirmative procedure.  

 
Policy Objective 
 
2. The 1992 Act provides for council tax to be payable in respect of a 

dwelling in Scotland by reference to which of the 8 valuation bands the 
dwelling falls within. Section 74(1) of that Act specifies a proportion 
which serves to determine the relationship between council tax levels for 
dwellings in the different bands within each local authority’s area. 
Section 74(3) provides the power to substitute different proportions for 
those in section 74(1). 

 
3. There have been no changes to the proportions since the Council Tax 

was introduced in 1993. The independent cross-party Commission on 
Local Tax Reform, in its final report of December 2015, highlighted that 
the original council tax was regressive in relation to incomes and to 
property values.  

 
4. The Scottish Government committed to adjusting the rates paid by those 

in the four highest Council Tax bands (E, F, G and H), by changing the 
multiplier for those bands as set out in Section 74(3). The original 
multipliers were expressed in 1/9ths. The reason they translate to 1/360ths 
is because the original 1/9ths have been amended by percentage 
increases of 7.5%, 12.5%, 17.5% and 22.5%, applying to bands E to H 
respectively. 

  
Consultation 
 
5. Formal consultation was not considered to be necessary as these 

amendments implement a manifesto commitment, informed by the work 
of the Commission on Local Tax Reform. However, the Scottish 
Government has worked with the Convention of Scottish Local 
Authorities (COSLA), the Institute of Revenues, Rating and Valuation 
(IRRV), local authority revenue and benefits practitioners and their 
software suppliers in the development of these Regulations.  

 
Financial Effects  
 
6. The net additional Council Tax raised from these adjustments is 

estimated to be £100 m a year. Households on low incomes living in 
properties banded E to H will be entitled to an exemption from the 
changes through the Council Tax Reduction scheme. The exemption is 
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created in the Council Tax Reduction (Scotland) Amendment (No 2) 
Regulations 2016, which are laid with this Order.  

 
Impact Assessments 
 
7. An Equalities Impact Assessment (EQIA) has been prepared in respect 

of this Order, and equalities impacts will be reviewed during the 
implementation of the changes to Council Tax as a result of this Order.  

 
8. As there is no impact on business or the third sector, and no impact on 

the environment or on environmental issues, no Business and 
Regulatory Impact Assessment or Strategic Environmental Assessment 
is required.  

 
Local Government and Communities 
Scottish Government 
September 2016 
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Local Government and Communities Committee 
 

5th Meeting 2016 (Session 5), Wednesday 21 September 2016 
 

The Council Tax (Substitution of Proportion) (Scotland) Order 2016 
 

Submission from Professor Kenneth Gibb 
 
The Local Government and Communities Committee have asked for responses 
regarding the above approach to reforming the Council Tax. On their website they 
seek views on:  
 
• To what extent will the Government‘s proposed reforms make the system of 

Council Tax fairer? 
• To what extent will the changes be straightforward for local authorities to 

implement? 
 
In this short paper I will do the following. First, I go back to the Commission on Local 
Taxation and consider its brief, analysis and its main recommendations). Second, I 
highlight the main points of the proposed SSI and the related changes to the council 
tax reduction scheme. Third, I reflect on the proposed reforms and seek to both 
answer the above questions and set them in a wider frame. 
 
The Commission 
 
The Commission on Local Tax Reform (co-chaired by the Scottish Government and 
COSLA) was announced in the Programme for Government at the end of 2014. It 
sat, took evidence, consulted and then reported in December 2015 The remit of the 
Commission was to ‘identify and examine alternatives that would deliver a fairer 
system of local taxation to support the funding of services delivered by local 
government’. The all-party commission (minus the Scottish Conservatives who were 
undertaking their own low tax commission) was expected to consult widely in 
communities across Scotland and to take account of income and wealth inequalities 
for individuals and households, the wider demographic, macroeconomic and fiscal 
impacts (including the housing market), revenue-raising capacity, administrative 
(including any transitional arrangements) and the impact of any proposed reforms on 
local democracy and accountability. 
 
During this process, working with Linda Christie, I presented several times to the 
commission, undertook an international evidence review, facilitated a seminar with 
an international expert on local government finance (Prof Enid Slack, University of 
Toronto), was a member of a group evidence session to the Commission from the 
Scottish Property Tax Reform Network and, also prepared a submission on behalf of 
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Policy Scotland1.  
 
The Commission concluded that the problems of the council tax were sufficiently 
severe that what was required was a new approach to local domestic taxation based 
on property but including an element of income taxation. Their diagnosis of the 
council tax was based on the following points2. First, it is regressive geographically. 
Evidence from England indicates that low value regions in the north pay higher 
proportions of household income on band D properties than do households in the 
South. Second, a growing proportion of dwellings pay less than the standard council 
tax liability because of discounts and exemptions. Third, and perhaps most 
importantly, the council tax is regressive across income bands (as indicated 10 years 
ago by the Commission chaired by Sir Peter Burt) but particularly so in terms of the 
amount of tax paid as property values rise. Fourth, apart from Ireland who recently 
imitated the UK, no other OECD country has a banded property tax. The bands 
themselves are very odd, as indicated in Table 1, since their weights flatten the tax 
liability across different property values such that a band A property pays a 1/3 of a 
band H property yet the latter may be at least 15 times the value of a band A 
property.   
 
Table 1 – The Structure of the Council Tax 

 
Critically, the council tax has not been revalued since 1991 which creates all manner 
of anomalies and leaves the market distribution of property value increasingly 
divorced from the historical 1991 distribution - it is widely recognised internationally 

                                                      
1 http://localtaxcommission.scot/tell-us-what-you-think/ 
2 http://scottishpropertytaxreform.org/?page_id=34  

http://scottishpropertytaxreform.org/?page_id=34
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that regular revaluation is essential to a sustainable property tax system3. These 
problems accumulate over time and reinforce each other so that the council tax 
system decays into greater disorder or entropy over time. 
 
The Commission recommended that the council tax should be replaced and the 
freeze ended4. The Commission’s local tax reform proposals were relatively abstract, 
favouring a (regularly revalued) property tax solution but one that could be 
augmented by an element of income taxation. The Commission suggested that 
further work would be required to assess the practical basis for a land value tax as 
an alternative to a more conventional property tax. The Commission also made it 
clear that they expected the main political parties to respond in their (2016) Scottish 
election manifestos in how they would secure local tax reform and build on the 
Commission’s recommendations. 

 The Scottish National Party moved away from their long term support for a 
local income tax and instead proposed a modest set of reforms entailing a 
reweighting of the bands so that higher value properties pay more, an 
additional high value band, an end to the freeze, some additional support for 
low income households in higher value bands, and consultation over 
assigning locally a proportion of future Scottish income tax receipts. There 
would be no general revaluation.  

 The Conservatives low tax commission proposed broadly similar though less 
progressive reweighting of bands to the SNP proposal. 

 Scottish Labour suggested a new property tax, one which included a fixed 
element but with higher percentage tax rates on properties above a certain 
level. This would operate locally in terms of rate-setting and would retain a 
national system of rebates.  

 Liberal Democrats moved from their long standing support for a local income 
tax toward property taxation and, in particular, land value taxation. 

 The Scottish Greens proposed a five-year transition to a property tax with a 
long term vision of using this as the basis for a future land value tax. The 
proposal also included a £10,000 allowance, a revaluation (which would 
distinguish land from buildings) and higher tax yields from more expensive 
properties. 

 
The Scottish Government’s Proposals 
 
The new SNP administration brought forward a draft Statutory Instrument in 
September 2016. While this and the associated proposals for the Council Tax 

                                                      
3 Chris Leishman in research for the Commission found that around 60% of properties were in the 
wrong band, split roughly equally between too high and too low. 
4 The council tax freeze which cost £630 million in its ninth year of operation (and several billions 
cumulatively) has been in place across Scotland for nine years and is expected to be ended in the 
imminent draft budget for 2017-18. 
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Reduction Scheme, are the main focus, they need to be placed in a wider frame.  
 
First, the Scottish Government propose to increase the weights or multipliers on the 
top four bands (E, F, G and H), rising respectively by 7.5%, 12.5%, 17.5% and 
22.5%. The Government estimates that will generate an additional annual £100 
million.  Second, however, households living on low income (defined as net incomes 
below the Scottish median - £25,000 per annum) will be entitled to an exemption 
through the Council Tax Reduction Scheme (CTRS). This would benefit 54,000 such 
households currently on Bands E to H properties. It is estimated that this will cost £7 
million a year5.  An Equalities Impact Assessment was undertaken for the Council 
tax reweighting but not as regards the changes to CTRS on the basis that it was 
assessed when it was established. Neither the council tax weighting nor the CTRS 
changes were deemed to warrant other impact assessments (business regulatory or 
strategic environmental). 
 
Third, the extra £100 million generated by the reweighting will not go to councils but 
is instead being ring-fenced as extra money for school-level education (a national 
Government priority). Fourth, the Scottish government has indicated that it had the 
desire to consult over (at some point in the future) assigning a proportion of devolved 
income tax receipts locally (further discussed in a submission to this evidence inquiry 
by Marco Biagi, former chair of the recent Commission and local government 
minister in the last Parliament). Fifth, it was announced separately that legislation will 
allow councils to charge full council tax on second homes (and keep the extra 
resources). Finally, the previous Scottish Government also implied that there may be 
further reform to local taxation in the future. 
 
Reflections on Reform and Beyond 
 
Is the proposal package more progressive (i.e. ‘fairer’)? It makes a regressive tax 
less regressive and offers significant exemption and hence compensation (albeit 
through a means-tested route) to all of those on below median incomes. The 
changes proposed do not appear on reflection to be massively difficult for councils to 
implement though there will inevitably be opportunity and transaction costs. 
However, I think there re wider questions and concerns. 
 
While there was not complete consensus on the Commission for the action 
recommended there was agreement on the need to end the council tax and the 
freeze. What is being proposed, especially given the absence of a general 
revaluation, is clearly what the Scottish Government, in carrying through manifesto 

                                                      
5 The exemption is calculated by augmenting the current calculation of CTRS. Household income is 
determined as for normal CTRS cases, but then compared with a threshold amount derived from the 
equivalised median net income figures for that household type corresponding to an annual net income 
of £25,000. If the income level is below the relevant threshold then such households are entitled to 
the relief (see the Council Tax Reduction Policy Note). 
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pledges, feels it can do. But what is maximal for them is less than the minimum in 
the context of the reasonable expectations generated by the Commission. My worry 
is that without further commitment to substantive reform we will back in five years 
saying here is a property-based tax which sets values on market levels from 30 
years in the past. The weighting may be more fair but the values that place 
properties in bands will be in most cases wrong and increasingly illegitimate. It is 
hard not to see this as a political fudge which does not resolve the underlying 
problems indicated above. 
 
A second point is that fairness with property taxation is complex. It is not just about 
tax in relation to current income (important as that is) but it is also about the 
importance of inequality transmitted and reflected in the housing market and the 
relative failure to tax housing as an owner-occupier investment. While we repeatedly 
hear of the importance of social justice and tackling inequality, one of the key 
sources of that inequality (as well as damage through market volatility to economic 
productivity) is apparently sacrosanct. Moreover, as John Muellbauer at the 
University of Oxford pointed out, there are other ways to support low income 
households pay their local taxes, such as through allowances (like the Greens 
proposed), deferred payments as well as well-designed benefit systems. 
 
Third, while the CTRS reform is in many ways a neat solution to compensating those 
in low incomes in higher value properties, it does add a further layer of means-tested 
complexity, and it is not clear at this point what will be done to ensure the highest 
levels of take-up. This is all the more germane given that the exemption would go 
much further up the income scale to immediately below median net incomes. There 
is a tension here with government policy elsewhere which will likely lead to councils 
setting full council tax on second properties on the basis to bring properties into more 
efficient use, yet at the same time CTRS is being used to help households stay in 
properties that are often only marginally affordable, if that. 
 
Fourth, I was surprised that it was deemed unnecessary to carry out an equality 
impact assessment for the CTRS and that no wider assessments were required for 
either the tax change or the CTRS. The £7m figure for the additional cost of the 
CTRS must have assumptions about take up rates – it would be interesting to know 
more about these – as I think there would be grounds to think that rates might be 
relatively low. Additionally, aren’t the lessons from the land building transactions tax 
introduction that these sorts of tax changes do have market effects at the upper end 
of the housing market and that this is likely to have some degree of impact on when 
people decide to move how and could conceivably affect the labour market decisions 
of higher net worth households. I would have thought that was something working 
looking into. 
 
Fifth, while ending the freeze and giving councils back the power to charge full 
council tax on second homes provides more discretion locally, this is offset by the 
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implementation of ring-fencing the extra £100 million to a national government 
priority. 
 
Professor Kenneth Gibb 
Director, Policy Scotland 
University of Glasgow 
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Local Government and Communities Committee 

 

5th Meeting 2016 (Session 5), Wednesday 16 September 2016 

 

The Council Tax (Substitution of Proportion) (Scotland) Order 2016 

 

Submission from Professor David Bell 
 

Introduction 

 

The Scottish Government is proposing to change the structure of Council Tax. The 
changes are set out in draft Statutory Instruments. These set out: 
 

1. the increase in Council Tax payable by those owning properties in Council 
Tax Band E, Band F, Band G or Band H and 

2. the conditions under which these increases will not be payable. 
 
The change in Council Tax payable is being brought about by increasing the ratios 
payable by properties in these bands relative to the tax payable on a Council Tax 
Band D property. The current and proposed ratios are shown in Table 1 below 
(where the liability for a Council Tax Band D property is set equal to 1). 
 
Table 1: Current and Proposed Ratios of Property Council Tax Liability: 

Council Tax Bands E-H to Band D. 

 

 Band E Band F Band G Band H 
Current 1.22 1.44 1.66 2 
Proposed 1.31 1.63 1.96 2.45 
 
Thus, for example, if Council Tax Band D was set at £1000, a Band H property 
would be liable for Council Tax of £2000 under the current ratios. Under the new 
proposals, its Council Tax liability would increase to £2450. 
 
Exemption from these increases for Council Tax Bands E to H will be calculated by 
changing the calculation of the Council Tax Reduction (CTR) scheme. This scheme 
replaced Council Tax Benefit and is used to abate Council Tax liabilities for those on 
low incomes and/or higher levels of need such as disability. CTR is administered by 
Scotland’s local authorities. 
 
Net weekly household income will be calculated and then compared with threshold 
amounts of £321 per week for a single applicant with no children and £479 per week 
for all types of household. Those households with income below the relevant 
threshold will be entitled to additional CTR equal to the change in their Council Tax 
liability between the proposed and the current ratios. The Scottish Government 
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believes that around 54,000 households owning properties in Council Tax Bands E 
to H will be exempt from Council Tax increases due to this exemption. 
 
CTR will also be made more generous for households with children. They will benefit 
from a 25% increase in the child allowance component of the CTR scheme. The 
Scottish Government believes that around 77,000 households will be affected by this 
change. 
 
In addition, the Scottish government proposes: 
 

1. Councils will be able to increase Council Tax by up to 3% per year from 2017 
onwards. 

2. The additional £70 million per year paid to local authorities to fund the Council 
Tax freeze will be retained. 

3. Local government will be consulted on exchanging a portion of their general 
revenue grant for a share of income tax generated locally. 

4. A consultation on allowing councils to tax development, vacant and derelict 
land will take place. 

 
Finally, and in a separate announcement1, the Scottish Government has decided to 
allocate in the additional £100m per annum that it estimates will be raised by the 
increase in Council Tax to the school’s budget and specifically to schools with high 
proportions of children eligible for free school meals. It appears that this will be linked 
to the “Attainment Scotland Fund”, which is mainly targeted on a number of local 
authorities with high concentrations of deprivation. 
 
This paper sets out some reactions to these proposals. 
 

1. Differential Effects of Proposals by Local Authority 

 
The revenue effects of the proposed changes in Council Tax banding will not be 
uniform across Scottish local authorities. This is because local authority housing 
stocks differ in the share of dwellings in each of the Council Tax Bands from E to H.  
 
Figure 1 below: 
 
 

 

 

 

 

 

                                                           
1 See: http://www.educationscotland.gov.uk/inclusionandequalities/sac/fund/index.asp  

http://www.educationscotland.gov.uk/inclusionandequalities/sac/fund/index.asp
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Figure 1: Proportion of Local Authority Housing Stock in Council Tax Bands E 

to H 

 
 
Source: Scottish Government, Local Government Statistics 
 
There is wide variation in the proportion of the housing stock that will be eligible for 
increased Council Tax across Scottish local authorities. In Eileen Siar, only 10% of 
the housing stock is allocated to Council Tax Bands E to H, while in East 
Renfrewshire, the proportion is 56%. Inevitably, this implies that there will be 
substantial differences across local authorities in the revenue implications of 
increases in Council Tax. These are brought out in Figure 2, which shows how the 
implied change in total Council Tax payable before the application of CTR and 
discounts will vary by local authority once the change in Council Tax Bands has 
been implemented.  
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Figure 2: Implied Percentage Change in Council Tax Liabilities by Local 

Authority 
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Source: own calculations 
 
The potential increase in revenue resulting from the restructured Council Tax varies 
considerably by local authority. The island communities would experience the lowest 
increase of around 2%, whereas East Renfrewshire and East Dunbartonshire’s 
Council Tax income would increase by over 10%.  
 
It appears that the additional revenue will not be retained at local authority level. 
Instead, it will be redistributed to the school’s budget and specifically to schools in 
deprived areas where a large proportion of children are eligible for free school meals. 
This implies a redistribution of tax revenue from Scotland’s richer to its poorer local 
authorities. It also implies a reduction in richer authorities’ incentive to increase 
Council tax receipts. 
 
There may be a case for increased school funding to close the attainment gap. But 
local authorities have lost control of fire and police services in recent years. Direct 
intervention by the Scottish government in education funding would seem to further 
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erode local authority policy options. This sits somewhat at odds with the proposals to 
consult on the allocation of a share of income tax to local authorities. Allocation of a 
share of income tax to local authorities would be most advantageous to the richer 
authorities would increase their incentive to stimulate local economic growth. 
 

2. Effects on Household Income 

 
The proposals for changes to Council Tax ratios will reduce the net incomes of richer 
households more than those of poorer households. This is true even before the 
application of the changes to CTR outlined in the draft statutory instrument. 
Estimated percentage reductions in net household income following the proposed 
changes to Council Tax ratios are shown in Figure 3. Thus, the poorest 10% of 
households would see their net income reduced by less than 0.02%. And after the 
proposed change to CTR is introduced, this reduction is likely to be even smaller. On 
the other hand, the richest 10% of households will see their net income reduced by 
0.2%, which is still a relatively modest increase in contribution. 
 
Figure 3: Percent Changes to Net Household Income by Income Decile 

Following Changes in Council Tax Banding 

 
 
Source: Stirling University Micro-Simulation Model 
 
It is worth noting that these calculations are carried out for Scotland as a whole. The 
survey data on which they are based are not disaggregated by local authority within 
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Scotland. Inevitably, some poorer households are situated within richer local 
authorities - and vice versa. Poorer households in richer authorities lose out when 
funds are redistributed to poorer local authorities within Scotland. Conversely, richer 
households located in poorer authorities gain from this process. 
 
The proposal for changing Council Tax ratios will make the tax system in Scotland 
more progressive, albeit the changes will be relatively modest. 
 

3. Complexity 

 
The proposed changes to Council Tax ratios will add to the complexity of Council 
Tax. The Commission on Local Tax Reform argued that taxes should embody: 
 

“Certainty and simplicity: Tax rules should be clear and simple to 
understand, so that taxpayers know where they stand.” 

 
Whereas changes in the Council Tax ratios are relatively easy to implement, the new 
reliefs will add to the administrative burden that local authorities face. They are also 
difficult to understand and explain to members of the public. 
 

4. Inertia in the Tax System 

 
The Commission on Local Tax Reform argued for radical change to the Council Tax. 
 

“Since its introduction in 1993, the design of the Council Tax has remained 
almost completely unchanged. The most striking consensus from all of the 
evidence that we received is that this cannot go on, and we have come to 
agree that local tax now therefore needs substantial reform.” 

 
The current proposals to change the Council Tax ratios are very modest. The long-
running inertia in Scotland’s property taxes continues. Its many faults continue. For 
example, the lack of any revaluation since 1992 mean that householders in different 
local authorities face similar council tax bills even though the (untaxed) capital gains 
that they have made from house price inflation differs substantially. 
 

5. Conclusion 

 
The Scottish Government proposals for changes to Council Tax do not significantly 
address the concerns with Scotland’s local property taxes raised by the Commission 
on Local Tax Reform. They are somewhat piecemeal and lacking in a holistic view of 
both the local tax system and local authority funding. The wider policies associated 
with the change in banding ratios will result in significant transfers from richer to 
poorer local authorities. Those on higher incomes will contribute a larger share of 
their income in council tax after the change in ratios is introduced. Hence the policy 
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can reasonably be described as progressive, though the size of income reduction is 
relatively small, even for those in the most expensive properties. 
 
However, considering the package as a whole, a more strategic approach would 
have more clearly established both the responsibilities of local government and its 
powers to retain locally generated revenues. Hopefully this might emerge if the remit 
of the forthcoming consultation on local retention of income tax revenues could be 
extended to take a wider view of locally generated tax revenues. 
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Local Government and Communities Committee 

 

5th Meeting 2016 (Session 5), Wednesday 21 September 2016  

  

The Council Tax (Substitution of Proportion) (Scotland) Order 2016  

  

Submission from the Joan Hewton, Institute of Revenue, Ratings and 

Valuation (IRRV) (Scottish Association) President and Assessor for Lothian 

Valuation Joint Board 

 

Introduction 

 

I welcome the opportunity to submit my thoughts as evidence for the above 
Committee and in doing so would state these are my professional opinions as 
Assessor for Lothian VJB and in particular IRRV Scotland President. The IRRV will 
make a full submission to the Committee. 
 
The IRRV is the professional body concerned with all aspects of local taxation, 
valuation, appeals, financial management and local benefits administration in the 
United Kingdom. It has members within both the public and private sectors, including 
ratepayers and their agents.  Institute members are engaged in property valuation, 
local taxation collection, the appeals process, advising and representing ratepayers 
and financial management within local government. The Institute represents the 
professional interests of its members who work within this broad church.   
 
The Institute is the only professional body in the United Kingdom which specialises in 
the law and practice of local authority revenues and local taxation together with the 
appeals, reliefs and benefits which support these processes. 
 
The IRRV Scotland note that the majority of respondents to the 2015 Commission on 
Local Tax Reform considered that the current Council Tax system was not fit for 
purpose in its present state. The main recommendation from the Commission was 
that the present Council Tax system must end and the predominant view was that a 
wholesale revaluation of Council Tax was required and ideally based on regular 

and frequently updated valuations. It was further concluded that any system 
should be seen as fair and acceptable to the public and more progressive than 
the existing Council Tax. It is with this clear view in mind that the answers to the 
questions raised in the current consultation have been considered and the response 
made to mitigate the issues and concerns. 
 
My main contention is that the Scottish Government needs to consider the main 
recommendations from its own Commission for Local Taxation Review and urgently 
consider a general revaluation.   
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Answers to Questions relating to The Council Tax (Substitution of Proportion) 

(Scotland) Order 2016 

 

1. Overall, do you support the principles of the Government’s plans to reform 
Council Tax? 

    
The IRRV supports the basic principle of the Government’s plans to reform Council 
Tax and the varied payment rates as a first step in a process.  
 
The Burt Committee Review, The Lyon Committee Review and the recent review 
carried out by the Commission on Local Tax Reform all urged a total revaluation of all 
properties, the IRRV considers that the recommendations of those 3 review bodies 
should be commenced as soon as practicable. 
 
Increasing the differential between the payments made for properties in the lower 
bands compared to the higher bands certainly meets one of the recommendations 
made by the Commission on Local Tax Reform, making the existing system more 
progressive, as a first stage in a hopefully planned timetable for change. 
 
2. To what extent will the Government’s proposed reforms make the system of 

Council Tax fairer? 
 
More progressive ratios 
 

The Government’s proposed reforms as being implemented by the Council Tax 
(Substitution of Proportion) (Scotland) Order 2016 makes the system of Council Tax 
a little more progressive but does not address the urgent need to revalue all 
dwellings. 
 

In our previous submission we commented on changing the ratios of tax charged in 
respect of the bands. The changing of ratios had been considered along with a 
revaluation of all properties which unfortunately is not being proposed at this time. 
Without a revaluation very few of the previous comments apply and those that do are 
as follows;-  
 

a. Increasing the multiplier between bands makes council tax more progressive.  
b. Single adult households would tend to gain from increasing the ratio of Band 

H to Band A council tax, because single adults are more concentrated among 
lower council tax bands.  
 

In the opinion of the IRRV there is little benefit to the proposed reform other than to 
make the current archaic system slightly more progressive. Changing the differential 
ratios should have included bands C and upwards thus only maintaining the status 
quo for the lowest 2 bands and introducing a greater incremental differential between 
the other bands thus ensuring an appropriate sliding scale. 
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Perhaps the fact that single adult households benefit most has been overlooked 
when formulating this reform.  
 
Incorrect CT bands for altered properties 

 

Apart from the obvious need for a revaluation the greatest complaint received from 
Council Tax payers is the fact that houses that have been extended still remain in the 
same CT band as it did when un-extended in 1993. This problem is magnified each 
year with more and more extensions/alterations not reflected in the CT band. The 
change in ratios will exacerbate this complaint. Such a restriction in altering the 
bands of altered or extended property was to encourage improvements to property 
without increasing taxation levels. This was however to be re-aligned at revaluations. 
Although 5 yearly revaluations was not stipulated within legislation it was envisaged 
that regular revaluations would take place. A property extended soon after the 
commencement of Council Tax could now have been paying at a Council tax level 
that is too low for over 23 years, this is surely inconceivable in modern day taxation. 
 
Proposals/Appeals 

 

From an administration point of view it is anticipated that the review of ratios will 
instigate a fresh swathe of proposals and appeals by disgruntled CT payers, 
particularly those who are close to band thresholds, because the payment differential 
will be more substantial and aggravate the concerns of disparity. The further away 
we are from the valuation date of the current Council Tax bandings the more difficult 
it is to prove and explain the valuation correctness or otherwise. Many of the general 
body of Council Tax payers were not born on the date that their properties are still 
assessed, how can tax payers possibly understand the housing market or gain sales 
evidence from that period of time so long ago? 
 
Revaluation 

 

I am hopeful that the current proposed reform is indeed the first step in an ongoing 
process of reform but if not it is a huge missed opportunity to properly set the tax 
base based on current values.  If Council Tax is to remain, then a wholesale 
revaluation, as carried out in Wales, must be considered to bring the Council Tax 
base up to date to reflect current values.  In Wales over 55% of dwellings moved 
bands as a result of their revaluation, this implies that the housing market changes 
have now resulted in the majority of houses currently being in an inappropriate band.   
 
5. Please add any other comments on any aspect of the proposed reforms 
 
In Summary 
 
The proposed reforms address one issue of the payment differential between the 
highest and lowest bands but perhaps should have extended to bands C and D. 
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The reform is accepted as assisting in addressing the regressive nature of the tax to 
some extent as a first stage in a process of change. 
 
There is a pressing need to introduce legislation that allows CT bands to be altered 
form the year after alterations are deemed complete. 
 
There is an urgent need to revalue all properties to realign with the current property 
market and to ensure that regular revaluations are included in legislation. 
 
Good communication from the Scottish Government to inform Council Tax payers 
that this change will not open up the ability to lodge proposals/appeals against 
existing CT bands is encouraged. 
 
Joan Hewton 
IRRV (Scottish Association) President 
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Appendix 

   
Excerpt from the IRRV submission to the Commission on Local Tax Reform regarding 

Council Tax banding. 

 
1. The following parameters are useful for assessing whether a Local taxation system is fair 

and effective: 
 

 It must fit and meet local needs; 
 The yield from taxes must be adequate; 
 Where possible local taxation should be policy-linked; 
 It should provide for certainty in the yield; 
 It should be broadly acceptable to the public; and 
 It should be simple to collect and difficult to evade and avoid.  

 
2. No system is going to meet each of these parameters entirely in each and every aspect.  

The council tax system performs reasonably well in relation to most of these elements.  
There is wide acceptance of the tax however a lack of acceptability by some of the Scottish 
public is an area in which it falters.  This is due in part to the amount of the tax that is 
levied and the perceived inequities in the distribution of the burden.  It may also be due in 
part to the link between water charges and council tax and the fact that one bill coming 
from the local authority gives the impression to the taxpayer that the tax is some 40% 
higher than it actually is. The level of tax imposed is influenced by several factors, the most 
important being the amount of and distribution of grant funding made available to Scottish 
local government.  As the Commission is not tasked with considering other issues around 
Local Government finance, presumably including grant funding, this response merely flags 
this as an issue.  Our response can however examine the issue of perceived inequities.  

 
3. Council tax banding has come under criticism as creating unfairness in the system.   It 

could be argued that perceptions of unfairness in the banding system could be addressed 
to some degree by the following amendments: 

  
 Altering bands to reflect current market values.  We note however the findings of the 

Burt Committee on this matter.  Any revaluation undertaken to distribute the existing 
tax burden in line with current property values ( rather than carried out to increase the 
overall tax yield), would not be sufficient a measure to counter the other inherent 
problems with the system 

 Resetting the number of bands.  We note however the findings of the modelling work 
undertaken by the University of Stirling for the Burt report, which concluded that 
“introducing additional council tax bands has virtually no effect on the burden of council 
tax”; and that these results were consistent with the outcome of research by Heriot-
Watt University for the Scottish Parliament’s former Local Government Committee.  We 



LGC/S5/16/5/6 

6 
 

additionally note from that Report that Sir Michael Lyons was surprised to find that 
adding additional bands would not appear to have a significant impact in making 
council tax relate more closely to ability to pay. This was largely attributed to the fact 
that households with diverse levels of income can be found in every council tax band in 
the UK. 

 Changing the ratios of tax charged in respect of the bands.  The Burt Inquiry 
commissioned comprehensive modelling of the impact of changing the multiplier 
between bands.  We note the following outcomes of that modelling: 

o Increasing the multiplier between bands makes council tax more progressive.  
o Single adult households would tend to gain from increasing the ratio of Band H 

to Band A council tax, because single adults are more concentrated among 
lower council tax bands.  

o The majority of households either gain from the change in the multiplier or are 
unaffected  

o The more progressive the council tax structure, the larger the share of 
households that are at least as well off. But as the structure of council tax 
becomes more progressive, the losses of those who are made worse off by the 
changed structure increase. Thus, the more progressive the scheme, the 
greater the proportion of the population who gain, but those who lose do so 
more heavily.  

o A tension emerges about the optimum number of bands. As the council tax was 
made more progressive, so the variation of tax payable at adjoining bands 
would increase. This scenario, where a small increase in the value of a property 
can result in a substantial increase in council tax liability, is sometimes 
described as a “cliff-edge effect”.  The effect of this is that a small difference in 
the 1991 value of a property can make a significant difference in the amount 
payable each year in council tax 

o Increasing the multiplier between bands would widen the difference in the 
amount payable by adjoining bands and accentuate the “cliff-edge” effect. The 
larger the multiplier, the greater the “cliff-edge” between each of the bands. 

o Large number of bands would be required before the “cliff-edge” impact of 
increasing the multiplier was offset and the more bands that are created, the 
closer a banded system becomes to one where properties are valued 
individually. 

 
4. The Institute sees some merit in moving to property valuations based on discrete capital 

values rather than amending the system of bands. Some commentators have suggested 
that changing the valuation banding aspect to a system of discrete valuations would be too 
difficult and costly to implement. Yet Northern Ireland undertook a full and successful, cost 
effective revaluation of properties for domestic rating in 2007. Their use of the latest 
valuation information technology together with significant professional overview and 
checking provided individual capital value assessments, with extremely low appeal rates 
arising.  This suggests that such an exercise within a property-based tax system could be 
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achieved in Scotland if there is a will to do so.  In order to provide a full picture it is 
important to note some essential differences exist between Northern Ireland in 2007 and 
Scotland as at the present time. As is the norm, the tax was introduced in 2007 based on 
value levels as at 1st April 2005. Between 2005 and 2007 domestic property values in 
many parts of Northern Ireland doubled in value therefore giving the impression that the 
property values on which the tax was based were significantly lower than could have been 
the case. It is almost certainly this fact that contributed to the acceptability of the values 
and the low appeal rates. It is highly unlikely that a similar market will occur again 
particularly in Scotland. The Institute has provided professional input to the revaluation 
exercise in Northern Ireland and would be pleased to discuss the concept and 
implementation aspects further with the Scottish Government.  

 
5. In addition to the issues around the banding system, the IRRV has previously made 

representations to the United Kingdom Governments to overhaul other elements in the 
council tax system to make it more robust and more acceptable to the public.  These relate 
to: 

 
 Committing to undertaking regular revaluations.  The unwillingness to have a council 

tax revaluation is itself a cause for the tax to fall into disrepute.  It also misses the 
opportunity for changes in the levels of value in a locality to be reflected in the system. 

 Introducing a rebate scheme which reflects a well-targeted system of relief.   
Amendments to the system of reliefs (balanced by overall yield) could more easily 
resolve issues of affordability than a wholesale change to the whole basis of taxation.   

 Undertaking a comprehensive review of both status discounts and exemption 
categories. 

 
1. REFORM OF LOCAL TAXATION 

 

Are there alternatives to the current system of council tax that you think would help to 

reform local taxation in Scotland?  What are the main features of these, and why do you 

think they would deliver improvement? 

 
1. There are many benefits in maintaining a property-based tax.  Such taxes generally: 
 Are cheap to administer, maintain and enforce and are predictable; 
 Are difficult to avoid.  By contrast, under a local income tax system legal avoidance 

would be much easier, which would reduce tax yield and yield certainty; and contribute 
to funding gaps;  

 Do not add new compliance burdens on taxpayers.  A considerable amount of property 
information is already in the public domain – hence inspections for council tax are very 
low as a proportion of total casework; and  

 Provide a compatible addition to the varied taxes paid across the country. 
 

2. The IRRV advocates the retention of a reformed property-based system, based either 
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on discrete capital values or numerous bands.   The Institute also believes that a 
reformed property tax should continue to be administered by Local Authorities, to 
ensure that the public continue to recognise the important links between what they pay, 
who they pay to, and what services they receive in return. The Institute believes that 
this is essential to ensure local accountability and to maintain the health of local 
democracy. 

 
3. Councils should not, however, be restricted to the ability to raise a single tax and 

should have the discretionary power to raise supplementary taxes that are appropriate 
to their local area, for example environmental taxes, a Local Tourist Tax; and 
localisation of (or part thereof) the Scottish Lands & Buildings Transaction Tax (former 
stamp duty).  Such an approach would provide a mix of stable and predictable sources 
such as property/land tax and alternative buoyant sources. 

 
4. In addition to those options raised in the above paragraph, the Scottish Government 

could also consider easing the burden of local taxation by considering other significant 
sources of income.  Such sources could, as examples, include an introduction of a levy 
on internet retailers; and a land tax. These are discussed further in the following 
paragraphs.  
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Local Government and Communities Committee 
 

5th Meeting 2016 (Session 5), Wednesday 21 September 2016  
  

The Council Tax (Substitution of Proportion) (Scotland) Order 2016  
  

Submission from Les Robertson, Institute of Revenue, Ratings and Valuation 
(IRRV) and Service Manager (Revenues), Fife Council 

 
Introduction 
 
I welcome the opportunity to submit my thoughts as evidence for the above 
committee and in doing so would state these are my professional opinions as 
representative of the IRRV Revenues and Benefits Practioner Forum.  The IRRV via 
Joan Hewton has made a full submission to the committee. 
 
THE CHANGES 
 
There are two proposed changes within the remit that I will be commenting on in this 
paper: 
 

a) Change to the Council Tax band ratio’s for dwellings in bands E to H; 
b) Additional CTR scheme designed to alleviate (a) for households with low 

income. 
 
My evidence considers these in conjunction with the previous evidence given for the 
Government’s Commission on Local Taxation Review. 
 
CHANGES TO THE BAND RATIO’s 
 
From an operational perspective this changes seems like a simple change to the 
amount to be paid for all dwellings in Bands E to H with increases ranging from 7.5% 
in Band E to 22.5% in Band H.   
 
However, this is complicated for the following reasons: 
 
Councils will also have the power to raise Council Tax by up to 3% for all bands and 
there appears a clear issue regarding what increase is for the changes to the ratio’s 
and what is the increase committed by Council’s who choose to use the new power 
to raise Council Tax by 3%.   
 
It is also not clear why a cap of 3% is needed. If Council Tax is a local tax, then the 
rates should be set locally.   It is quite clear from earlier submissions that the balance 
of funding for Local Government is being centrally controlled with over 80% of all 
income being either allocated directly from Scottish Government or by limits placed 
by Scottish Government on how much each individual Council can raise from Council 
Tax (or for that matter Non Domestic Rates). 
 
Communications: 
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It seems clear that a national communication strategy is required to communicate the 
proposed changes and in my view this should be done centrally by the Scottish 
Government explaining why larger dwellings should pay more Council Tax and what 
the proposed use of the additional revenue is for.   
 
Central Control: 
 
What is also clear is that the Scottish Government has stated that the additional 
revenue will be reduced from the General Revenue Grant and be paid directly to 
schools for use to increase attainment in education.   
 
This raises serious questions, in my view, on the purpose for Council Tax and 
wrongly claiming this is a local tax.  I cannot remember another situation where 
central government has changed a local tax levied by Local Government and then 
stated the revenue generated will be used to fund a Scottish Government policy.  The 
question I would pose to the committee is where does this leave Local Government 
in the grand scheme of democracy?  Is local government just a delivery arm of 
central government (Scottish and UK)? 
 
Water Charges: 
 
Councils also collect Water Service Charges on behalf of Scottish Water along with 
the Council Tax.  It is still unclear on what tact the Scottish Government and Scottish 
Water will take on either applying new ratios to water charges or not and if they 
choose to do so – what will they do with the additional revenue.  In my view, any 
additional revenue should be used to fund a proper water affordability scheme for 
poorer households in Scotland who struggle to pay their water charges whilst 
receiving full remission of Council Tax based on their low incomes. 
 
Revaluations: 
 
This will be fully covered by the full IRRV submission but I would state in my view this 
is a clear missed opportunity to properly bring the Council Tax Base up to date as 
suggested by the Commission for Local Tax Reform and previous studies. 
 
ADDITIONAL COUNCIL TAX REDUCTION SCHEME 
 
The Scottish Government has developed a “better buy” scheme to protect the 
estimated 54,000 households who are believed to live in higher banded dwellings 
with limited income to meet the additional charge due to the increase in ratios. 
 
All existing recipients of Council Tax Reduction will see their level of protection 
maintained. Put simply any increase in Council Tax will see a corresponding increase 
in CTR so the poorest Households will see no detrimental effect on the level of 
charge (albeit – I am still unclear on the position of water charges). 
 
The remaining 54,000 households will need to apply for the CTR to protect them from 
the increase in charge and the Regulations have been laid to do so.  A few issues 
require to be addressed: 
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Communication: 
 
Local Government will not be in a position to accept applications to reduce the 
charge until after the annual billing process for 2017-18.  This is due to the lateness 
of the regulations and the need to have software updated to allow for this new type of 
reduction.  I would respectively suggest that communication regarding the new 
scheme is developed by the Scottish Government and details issued with the annual 
bills in Feb/Mar 2017.   
 
This will facilitate the need for customers to apply for the new CTR and for Councils 
to carry out a review and rebilling for affected households.  Whilst this is not ideal, it 
seems like the only option available, given the particular tight time scales. 
 
I sense no technical barrier to achieving the government’s objectives to protect the 
poorest households from the increase in charges.   
 
Funding: 
 
The Scottish Government will need to fund the new scheme in terms of Council Tax 
foregone 9i.e. program funding), for the additional set up costs and ongoing costs 
(once applied these cases will require to be reviewed at least annually).  I am aware 
COSLA and Scottish Government are in negotiations regarding this but would stress 
that the scheme has to be fully funded in all three aspect and no costs should be 
borne by Local Government (unlike a lot of initiatives developed such as the Welfare 
Fund etc. where administration funding is woefully short of required level). 
 
Administration: 
 
As stated Local Government is well placed to administer this scheme and will be the 
delivery partner.  Time Scales are very tight but in reality as long as the software for 
the increase in ratio’s is in place for annual billing (early February 2017), the software 
to allow remission will be required for April 2017 onwards so gives a little 
reassurance that our software suppliers can deliver the scheme as designed.  
  
We will ensure all our staff are well versed in the new scheme to enable a proper 
customer interface to ensure we maximise take-up.  This may also have the added 
benefit of better take-up of CTR generally which studies show only has a 70% to 80% 
take up, with the greatest proportion of non-claimers being pensioners. 
 
My Conclusions: 
 
The scheme for increasing ratios is easily implemented and easy to explain to 
customers despite the confusion over two rises in one year. 
 
The CTR scheme will add to the overall administrative burden but I can understand 
why the government would want to protect the asset rich/income poor households 
from such an increase.  However is it really needed as we already have a CTR 
scheme and all existing customers will see no detriment as CTR will be increased to 
compensate for any rise in charges to cover such increases? 
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In my view it is wholly inappropriate to have a “local tax” used by central government 
to fund one of their policy decisions.  This leads to the idea of more central control 
over a local tax with the resulting diminishment of local democracy.  
 
The Scottish Government needs to consider the main recommendations from its own 
Commission for Local Taxation Review and implement the key recommendations. 
 
Les Robertson IRRV. 
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Appendix 

   

Excerpt from the IRRV submission to the Commission on Local Tax Reform regarding 
Council Tax banding. 

 
1. The following parameters are useful for assessing whether a Local taxation system is fair 

and effective: 
 

 It must fit and meet local needs; 
 The yield from taxes must be adequate; 
 Where possible local taxation should be policy-linked; 
 It should provide for certainty in the yield; 
 It should be broadly acceptable to the public; and 
 It should be simple to collect and difficult to evade and avoid.  

 
2. No system is going to meet each of these parameters entirely in each and every aspect.  

The council tax system performs reasonably well in relation to most of these elements.  
There is wide acceptance of the tax however a lack of acceptability by some of the Scottish 
public is an area in which it falters.  This is due in part to the amount of the tax that is 
levied and the perceived inequities in the distribution of the burden.  It may also be due in 
part to the link between water charges and council tax and the fact that one bill coming 
from the local authority gives the impression to the taxpayer that the tax is some 40% 
higher than it actually is. The level of tax imposed is influenced by several factors, the most 
important being the amount of and distribution of grant funding made available to Scottish 
local government.  As the Commission is not tasked with considering other issues around 
Local Government finance, presumably including grant funding, this response merely flags 
this as an issue.  Our response can however examine the issue of perceived inequities.  

 
3. Council tax banding has come under criticism as creating unfairness in the system.   It 

could be argued that perceptions of unfairness in the banding system could be addressed 
to some degree by the following amendments: 

  
 Altering bands to reflect current market values.  We note however the findings of the 

Burt Committee on this matter.  Any revaluation undertaken to distribute the existing 
tax burden in line with current property values ( rather than carried out to increase the 
overall tax yield), would not be sufficient a measure to counter the other inherent 
problems with the system 

 Resetting the number of bands.  We note however the findings of the modelling work 
undertaken by the University of Stirling for the Burt report, which concluded that 
“introducing additional council tax bands has virtually no effect on the burden of council 
tax”; and that these results were consistent with the outcome of research by Heriot-
Watt University for the Scottish Parliament’s former Local Government Committee.  We 
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additionally note from that Report that Sir Michael Lyons was surprised to find that 
adding additional bands would not appear to have a significant impact in making 
council tax relate more closely to ability to pay. This was largely attributed to the fact 
that households with diverse levels of income can be found in every council tax band in 
the UK. 

 Changing the ratios of tax charged in respect of the bands.  The Burt Inquiry 
commissioned comprehensive modelling of the impact of changing the multiplier 
between bands.  We note the following outcomes of that modelling: 

o Increasing the multiplier between bands makes council tax more progressive.  
o Single adult households would tend to gain from increasing the ratio of Band H 

to Band A council tax, because single adults are more concentrated among 
lower council tax bands.  

o The majority of households either gain from the change in the multiplier or are 
unaffected  

o The more progressive the council tax structure, the larger the share of 
households that are at least as well off. But as the structure of council tax 
becomes more progressive, the losses of those who are made worse off by the 
changed structure increase. Thus, the more progressive the scheme, the 
greater the proportion of the population who gain, but those who lose do so 
more heavily.  

o A tension emerges about the optimum number of bands. As the council tax was 
made more progressive, so the variation of tax payable at adjoining bands 
would increase. This scenario, where a small increase in the value of a property 
can result in a substantial increase in council tax liability, is sometimes 
described as a “cliff-edge effect”.  The effect of this is that a small difference in 
the 1991 value of a property can make a significant difference in the amount 
payable each year in council tax 

o Increasing the multiplier between bands would widen the difference in the 
amount payable by adjoining bands and accentuate the “cliff-edge” effect. The 
larger the multiplier, the greater the “cliff-edge” between each of the bands. 

o Large number of bands would be required before the “cliff-edge” impact of 
increasing the multiplier was offset and the more bands that are created, the 
closer a banded system becomes to one where properties are valued 
individually. 

 
4. The Institute sees some merit in moving to property valuations based on discrete capital 

values rather than amending the system of bands. Some commentators have suggested 
that changing the valuation banding aspect to a system of discrete valuations would be too 
difficult and costly to implement. Yet Northern Ireland undertook a full and successful, cost 
effective revaluation of properties for domestic rating in 2007. Their use of the latest 
valuation information technology together with significant professional overview and 
checking provided individual capital value assessments, with extremely low appeal rates 
arising.  This suggests that such an exercise within a property-based tax system could be 
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achieved in Scotland if there is a will to do so.  In order to provide a full picture it is 
important to note some essential differences exist between Northern Ireland in 2007 and 
Scotland as at the present time. As is the norm, the tax was introduced in 2007 based on 
value levels as at 1st April 2005. Between 2005 and 2007 domestic property values in 
many parts of Northern Ireland doubled in value therefore giving the impression that the 
property values on which the tax was based were significantly lower than could have been 
the case. It is almost certainly this fact that contributed to the acceptability of the values 
and the low appeal rates. It is highly unlikely that a similar market will occur again 
particularly in Scotland. The Institute has provided professional input to the revaluation 
exercise in Northern Ireland and would be pleased to discuss the concept and 
implementation aspects further with the Scottish Government.  

 
5. In addition to the issues around the banding system, the IRRV has previously made 

representations to the United Kingdom Governments to overhaul other elements in the 
council tax system to make it more robust and more acceptable to the public.  These relate 
to: 

 
 Committing to undertaking regular revaluations.  The unwillingness to have a council 

tax revaluation is itself a cause for the tax to fall into disrepute.  It also misses the 
opportunity for changes in the levels of value in a locality to be reflected in the system. 

 Introducing a rebate scheme which reflects a well-targeted system of relief.   
Amendments to the system of reliefs (balanced by overall yield) could more easily 
resolve issues of affordability than a wholesale change to the whole basis of taxation.   

 Undertaking a comprehensive review of both status discounts and exemption 
categories. 

 

1. REFORM OF LOCAL TAXATION 
 
Are there alternatives to the current system of council tax that you think would help to 
reform local taxation in Scotland?  What are the main features of these, and why do you 
think they would deliver improvement? 
 

1. There are many benefits in maintaining a property-based tax.  Such taxes generally: 
 Are cheap to administer, maintain and enforce and are predictable; 
 Are difficult to avoid.  By contrast, under a local income tax system legal avoidance 

would be much easier, which would reduce tax yield and yield certainty; and contribute 
to funding gaps;  

 Do not add new compliance burdens on taxpayers.  A considerable amount of property 
information is already in the public domain – hence inspections for council tax are very 
low as a proportion of total casework; and  

 Provide a compatible addition to the varied taxes paid across the country. 
 

2. The IRRV advocates the retention of a reformed property-based system, based either 
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on discrete capital values or numerous bands.   The Institute also believes that a 
reformed property tax should continue to be administered by Local Authorities, to 
ensure that the public continue to recognise the important links between what they pay, 
who they pay to, and what services they receive in return. The Institute believes that 
this is essential to ensure local accountability and to maintain the health of local 
democracy. 

 
3. Councils should not, however, be restricted to the ability to raise a single tax and 

should have the discretionary power to raise supplementary taxes that are appropriate 
to their local area, for example environmental taxes, a Local Tourist Tax; and 
localisation of (or part thereof) the Scottish Lands & Buildings Transaction Tax (former 
stamp duty).  Such an approach would provide a mix of stable and predictable sources 
such as property/land tax and alternative buoyant sources. 

 
4. In addition to those options raised in the above paragraph, the Scottish Government 

could also consider easing the burden of local taxation by considering other significant 
sources of income.  Such sources could, as examples, include an introduction of a levy 
on internet retailers; and a land tax. These are discussed further in the following 
paragraphs.  
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Local Government and Communities Committee 
 

5th Meeting 2016 (Session 5), Wednesday 21 September 2016 
 

The Council Tax (Substitution of Proportion) (Scotland) Order 2016 
 

Submission from the Scottish Assessors’ Association 
 
Background 
 
The Scottish Assessors’ Association welcomes the opportunity to provide evidence 
to the Scottish Government LGCC’s scrutiny of the above draft SSI.  
 
The Scottish Assessors’ Association (SAA), which has been in existence in one form 
or another since 1855, has as its purpose:  
 
“to encourage amongst its members the exchange of ideas regarding their statutory 
duties; to record the discussions on all subjects brought before its meetings; to 
promote consistency in the operation of the Valuation, Council Tax and Electoral 
Registration legislation; to act as a consultative and advisory body; and to represent 
the collective interests of its members”.  
 
Although a voluntary organisation, all Assessors and their senior staff are members 
of the Association. One of the principal functions of the Association is to facilitate a 
consistency of approach in the administration of the valuation, council tax and 
electoral registration services. The policies and decisions of the Association have a 
bearing on how individual Assessors carry out their statutory duties. The Association 
gives each Assessor equal voice thus ensuring a balanced approach.  
 
The Association works through a series of Committees which meet in advance of 
quarterly plenary sessions which are attended by representatives from all Assessors’ 
offices. The SAA also liaises with the Valuation Office Agency (VOA) in England and 
Wales, the Northern Ireland Valuation and Land and Property Services (NILPS) and 
the Republic of Ireland Valuation Office (RIVO) in matters of common interest. 
 
Given that Assessors may be required to implement any changes arising from the 
scrutiny of the Draft Order, the SAA prefers not to influence policy decisions that are 
properly the responsibility of Ministers and Parliaments or make comment which 
might be prejudicial to objective implementation of the statutory scheme that is 
favoured. In this regard, the SAA views the Council Tax charging ratios as a matter 
primarily of government and ministerial policy. 
 
The SAA has over the years provided advice to government on a wide range of 
issues connected with detail and practicality of local property taxation and would 
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wish to make its experience available to the Government as policy is developed. It 
should be added, however, that, as the SAA’s experience lies in the making up and 
maintenance of the Council Tax Valuation list, its competence to comment is limited 
to the above Draft Order and not to the draft Council Tax Reduction (Scotland) 
Amendment (No. 2) Regulations 2016 which are also under the Committee’s 
consideration. 
 
SAA Submission 
 
The SAA agrees that the Draft Order constitutes a step towards addressing the 
stated policy aim of reducing the regressive nature of the current system. The ratios 
proposed, however, will result in the system remaining regressive. It does not, 
therefore, fully address the fundamental issues highlighted by The Commission on 
Local Tax Reform. 
 
The Draft Order also represents a missed opportunity to deal with other anomalies of 
the system such as the lack of a general Revaluation of properties and the inability of 
the Assessor to amend bands where alterations and extensions have taken place 
but no subsequent sale has been transacted.  
 
Many contributions to the Commission identified the lack of a Revaluation of 
domestic property as one of the main contributors to the loss of confidence in the 
Council Tax system. The SAA advocates that, if the current banded system based 
on open market capital values is to be retained, then it must be subject to a general 
Revaluation.  
 
It is understood that the process where a banding could only be increased as a result 
of property improvement when there had been a subsequent sale, was implemented 
in the expectation that these would be taken account of at a general Revaluation. 
The lack of the latter perpetuates the inequality of having comparable houses in 
differing bands due to one being sold subsequent to being altered and the other not. 
The SAA can envisage options for change which would address this unfairness 
without acting as an immediate disincentive to occupiers improving their properties 
and would be happy to expand on these with government. 
 
It should be noted that effecting either a general Revaluation or implementing a 
change to address the anomalies related to property improvements would have a 
direct and significant effect on Assessors’ resource requirements. 
 
With regard to implementation of the draft Order as it stands, there should, given that 
neither the bands nor the valuation process are subject to change, be little general 
effect on Assessors. Based, however, on the Assessors’ experience when the policy 
intention was first announced, it is probable that the Order will result in the 
submission of a significant number of proposals/ appeals from Council Tax payers in 
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Bands E and above at a time when Assessors will be focussing on the 2017 
Revaluation of Non-domestic properties. 
 
Whilst many of these will technically be ‘invalid’ it is normal practice for Assessors to 
check the band of any enquirer and, in any event, the appellant has the right to 
proceed to have their appeal heard by a Valuation Appeal Committee. This could be 
significant in terms of Assessors’ resource. 
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Local Government and Communities Committee 
 

5th Meeting 2016 (Session 5), Wednesday 21 September 2016 
 

The Council Tax (Substitution of Proportion) (Scotland) Order 2016 
 

Submission from the Scottish Property Federation 
 
Dear Convener 
 
I am pleased to attach our submission to the Commission for Local tax Reform which 
we submitted to the Commission in March 2015.  This submission contains the key 
issues we perceive in relation to Council tax reform but it has of course been 
superseded by the Scottish Government’s response to the Commission initiated in 
March 2016.   
 
We are currently updating and reviewing our comments to the Commission in the 
light of the government’s response in order to submit to your inquiry formally by 28 
September.  In the meantime however we would draw attention to the following 
issues: 
 

 We welcome the break of the cap on contributions (the previous 3-1 cap on 
proportions whereby the most valuable properties can only pay three times 
the level of council tax of the least valuable properties). 

 The Scottish Government has not increased the proportionate payments by 
the extent of the Commission’s proposals, no doubt with a view to the 
controversy that may arise as a result of significant and sudden changes in 
council tax demands for taxpayers. 

 We believe that this supports our previous view that additional bands at the 
higher end of the scale could help to smooth out the council tax banding 
system to make it more proportionate and more relevant to 2016 than 1991.   

 On revaluation we believe that this reform represents a missed opportunity to 
reset the tax base of council tax – the SPICe briefing of Match 2016 
demonstrates that 57% of properties would have changed band in the event 
of a revaluation.  So more than half of Scottish council taxpayers are paying 
their tax based on an incorrect tax banding.  If this was income tax then such 
a large proportion of taxpayers being incorrectly assessed would simply not 
be tolerated by either taxpayers or the Parliament so we are clear that this is a 
situation which should not continue.   

 We think that at least every 10 years there should be a domestic revaluation 
and, with more frequent revaluations then the costs will become more 
efficient.  After all, the revaluation should be driven by market evidence and 
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the Registers of Scotland and others already produce detailed mass evidence 
of residential property market transactions on a month by month basis. 

 On relief schemes arguably the key drawback for the Council Tax has always 
been its weak relationship with income, meaning that it does always struggle 
to be fully proportionate.  In that context we welcome the strengthened 
commitment to supporting those households with an income below the net 
median Scottish salary. 

 The freeze on council tax increases has of course been partially lifted albeit 
with a 3% overall limit of increases to be applied by the government.  We 
would certainly argue that a continued freeze on council tax increases is not 
sustainable and so this is a welcome step. 

  
I look forward to providing evidence on the 21 September at next week’s panel 
session with the Committee. 
 
Yours sincerely 
 
David Melhuish 
Director 
Scottish Property Federation 
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Annexe 
 

Submission to the Commission for Local Tax Reform 
 

Tell us what you think 
 
We have not provided a long list of questions but we do want to hear what you have 
to say about some themes. Please respond to as few or as many as you wish. If you 
would prefer to send us other information, please feel free to do so. However, it 
would be helpful to keep your response to no more than eight pages. 
 
If you are able to, please provide evidence or examples in support of what you 

say. This will help us explore your ideas further. 
 
1. SCOTLAND’S CURRENT SYSTEM OF COUNCIL TAX 
 
To what extent does the current system of council tax deliver a fair and 
effective system of local taxation in Scotland? Are there any features of the 
current system that you wish to see retained or changed? 
 

You may wish to illustrate your answer with examples from your own experience 
Council Tax is predicated upon domestic property values with charges levied 
according to a system of property value bands.  These bands  - which number eight 
in total - were established in April 1991.  New houses are attributed to a band 
according to what value the authority believes the property would be in at that time.  
The intention is that more affluent householders will occupy higher value properties 
and therefore there should be a loose link to ability to pay.  However, this does not 
account for people who may be asset rich but income poor, or for properties with 
several income-earners who therefore use local services as much or more than 
traditional households but pay relatively smaller proportions of council tax based 
upon the property they collectively occupy. 
 
A major criticism of the tax is that it is disproportionate.  No matter the gap in property 
value, the highest valued house may only be charged three times the amount of the 
lowest-banded property in the authority even if there is a difference in value that far 
outweighs this ratio.  We believe that this problem could be addressed to some 
degree by the introduction of further bands at the higher value end and a revision of 
the three times rule.  We think that this could be achieved within a five year 
framework realistically, including the undertaking of a domestic property revaluation 
and the necessary legislative steps required to introduce new bands following a 
revaluation. 
 
In a sense it is difficult to fully answer this question without referring to the fact that 
the council tax is only a part of the local taxation system.  Business rates may be set 
nationally but they are collected locally and they are intended to pay for local 
services.  There are also a growing number of initiatives to try and incentivise local 
authorities and businesses to invest in their localities, based upon the business rates 
that are paid to local authorities.  Examples of these initiatives include Business 
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Improvement Districts, the Business Rates Incentivisation Scheme and indeed the 
introduction of local rate reliefs (albeit locally paid for) by the Community 
Empowerment Bill that recently completed Stage 3 in the Scottish Parliament.  
Business rates contribute some £2.8bn a year to local services, now far in excess of 
the council tax and it is therefore odd that they are not the subject of scrutiny of this 
Commission. 
 
In terms of being effective the tax regularly achieves high collection rates (over 96% 
according to the figures published by the Scottish Government in June 2015) and 
could therefore be said to be an effective mechanism, aided no doubt by growing 
reliance on direct debit payments and initiatives by local authorities to support early 
payment of council tax bills.  The process for establishing the levels of council tax is 
more contentious however with the new Scottish Government in 2007 initiating a 
council tax 'freeze' arrangement with local auhtorities, which has now been 
replicated in other parts of the UK.   
 
2. REFORM OF LOCAL TAXATION 
 
Are there alternatives to the current system of council tax that you think would 
help to reform local taxation in Scotland? What are the main features of these, 
and why do you think they would deliver improvement? 
 

Do you have any examples of why this is the case? 
Local Income Tax 
This has been promoted by various political parties and would potentially most 
closely align ability to pay with tax liabilities.  However, this could increase the 
administrative burden significantly for local authorities and there would also be the 
risk of tax leakage for those who move or live and work across different tax 
jurisdictions. 
 
Local Income Tax - Nationally Collected 
The Scottish Parliament is already increasing its influence over Income Tax and in 
due course is expected to have rates and thresholds setting power over income tax.  
One possibility might be for the Scottish Parliament to set a local government income 
tax supplement which is then collected nationally as part of the regular income tax 
process and then re-distributed by the Scottish Government according to need.  
However, although potentially efficient in the sense of taking advantage of existing 
tax administration this would also further centralise local government revenue and 
arguably undermine the link between local elected representatives and the 
electorate. 
 
Land Value Taxation 
An alternative to the current property based tax system is to have a land value based 
approach to local taxation whereby land is taxed according to its best economic use 
and unimproved value,depending on the system adopted with the levy applied to the 
landowner.  One of the purposes behind such a system is the intention to ensure that 
land is used effectively and to avoid the establishment of 'land banks' or uneconomic, 
lack of use of the land.  As a result of the emphasis upon taxing the landowner it is 
also expected by its proponents that ownership would become more diverse as 
landowners sought to avoid excessive liabilities.  However, this could equally be an 
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issue for those seeking to create site assembly in order to produce long term mixed 
use development projects. 
 
LVT is a long running campaign with support across and within a number of political 
parties in Scotland and there is some evidence of international examples of LVT.  
However, the picture overseas is not clear as some countries appear to have moved 
away from forms of LVT, although it is true to say that there remain some examples 
of use today - such as in the US State of Philadelphia. 
 
LVT is an approach that is advocated as an alternative to the council tax system (and 
indeed the business rates system).  However, we are yet to be persuaded that it has 
decisive advantages over the property value based systems.  We would caution as 
well that although the tax would be addressed to landowners, it would most likely 
ultimately be met by the tenant or other consumers of the land, because how else 
would the landlord pay it?  And second, perhaps more fundamentally, the landowner 
does not necessarily have the means to apply the most economic use of the land 
because this is controlled by the planning system.   Some of our members do supply 
serviced strategic land for housebuilders and others to develop and this process can 
take many years to achieve with the need to source and retain funding, obtain 
planning consents and licenses and dealing with a plethora of public and private 
utilities and stakeholders.  It would seem unfair to apply a levy based on a nominal 
use of land when it is actually the authority (or other stakeholders) who potentially 
control whether or not that land is allowed to be used for the best economic benefit, 
or not as the case may be.  For us this last point remains a critical issue to answer. 
 
Burt review 
In 2006 Sir Peter Burt recommended the consideration of a 1% levy to be applied to 
the value of a domestic property annually.  This would have the benefit of a 
transparent levy yet it would also depend on establishing on an annual basis over 
2,000,000 property values which may have changed in value over the course of a 
year. it is possible that CAMA, Computer- Assisted Mass Appraisals, might help with 
this administrative challenge but there would need to be a system of appeals to allow 
taxpayers the right to challenge their assessments should the need arise.  
Furthermore the Burt proposals would also suffer from the same drawbacks as 
current Council Tax including multi-earner households generally benefitting at the 
expense of single-earner occupiers. 
 
Of course property values go down as well as up and while residential values have 
not seen the overall wide swings in value associated with the commercial property 
sector during the recession, there could be the possibility of significant reductions in 
revenue in certain years following a housing market downturn.  Indeed, it could be 
that the 1% levy would not be sufficient to cover local revenue requirements in lower 
value authorities - and it could lead to an unsustainably high charge for higher value 
residential occupiers substantially above current council tax levels. 
 
 
Council Tax Reform - Additional Bands at Higher Levels 
One option for reform that could be delivered with relative ease would be for the 
introduction of additional bands that would capture the higher value properties in the 
market.  This would go some way to alleviating the concerns we observed in our 
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answer to section one that council tax is perceived as unfair because of the 
narrowness of the tax range.  This would also require in our view a revaluation to be 
undertaken in order to properly establish the scope and extent of the domestic 
property tax base in Scotland.  We comment further on this point below. 
 
Property based taxes must be regularly and fairly revalued.  If property based taxes 
are to be employed then they must be based on a  regular and impartial system of 
revaluation that will keep the tax base up to date.  The council tax system introduced 
in the early 1990s was broadly welcomed at the time as a workable compromise 
following the poll tax, but it was based on the property market of its time.  Since then 
property markets have changed markedly across Scotland and the current 
configurement of the council tax system is out of date and not in tune with these 
changes.    
 
3. LOCAL PRIORITIES 
 
How well do you think that communities’ local priorities are accounted for in 
the way that local taxation operates at the moment? If there is room for 
improvement, how should things change? 
 

Do you have any ideas or examples about how this could improve people’s lives? 
The relationship between local communities and local government and how well or 
otherwise the priorities of local communities are met goes beyond the issue of 
revenue and finance arrangements.  It is a problem with the strength of local 
democracy.  The truth is that unfortuantely there are very low electoral turnouts for 
local government and therefore with this lack of engagement it is difficult to deduce a 
strong relationship between local communities and their local political decision 
makers. 
 
Whatever the precise fiscal arrangement achieved between local authorities and the 
Scottish Government during the council tax freeze, it is wrong that coucnil tax 
valuations should be allowed to drift so far out of date and relevance to the modern 
housing market.   
 
It is also a concern that the Commission does not seem to include business groups 
within the fabric of local communities.  They should be at the heart of local 
communities - not just local businesses but larger businesses located in the 
community.    
 
4. FURTHER INFORMATION 
 
We would like to keep the conversation going. Please tell us about any events, 
networks or other ways in which we could help achieve this. 
We would be pleased to answer any further questions regarding our comments.  
Please contact: 
 
David Melhuish 
Director 
Scottish Property Federation 
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