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Executive Summary 

Domestic rates are a key component of local funding in Northern Ireland, both at a regional 
level, to contribute towards the funding of all public services, including health, education and 
water, and at a district level, to fund local government services, such as waste collection and 
leisure services. The combined annual income from domestic rates currently stands at 
approximately £450m and the regional component, in particular, has increased significantly in 
recent years. A new domestic rating system was introduced by the Direct Rule administration in 
April 2007 following a review process initiated in 2000. The impact of the reforms on ratepayers, 
particularly pensioners, attracted mounting criticism and, following the restoration of devolution 
in May 2007, the Minister of Finance and Personnel, during the first debate on rating in the new 
Assembly, announced that there would be an Executive Review of the Domestic Rating System. 

It was in this context that the Committee for Finance and Personnel identified domestic rating as 
a priority issue for its work programme. The Committee gained the Department’s agreement 
both to consult with it on the terms of reference for the Review, which provided the basis for a 
public consultation during July and August, and to provide the Committee with an opportunity to 
assess the outcome of the consultation before submitting the Committee response to the 
Review. This report sets out the Committee’s response and, in so doing, follows the structure of 
the Review terms of reference. 

The terms of reference was wide ranging and separated the policy options for consideration into 
the following three categories: 

(i) Strand 1A options (changes that can be made to the existing system by April 2008 via 
subordinate legislation) – eight options were identified under this category; 

(ii) Strand 1B options (options for change in the context of the existing system which would take 
longer to implement – i.e. require primary legislation) – nine options were identified under this 
category; and 

(iii) Strand 2 options (wider options for reform that consider ways of replacing or supplementing 
the new capital value system with alternative ways of raising revenue) – ten options were 
identified under this category. 

Given the tight timetable for the review of the Strand 1A options, the Committee agreed that, in 
gathering evidence to inform the Committee response, the aim would be to supplement rather 
than duplicate the submissions received during the Department’s consultation. 

In addition to receiving further evidence from the Department, including cost-benefit analysis on 
a range of the options, the Committee took oral and written evidence from Citizens Advice; the 
economist, John Simpson; the Economic Research Institute of Northern Ireland, the Institute of 
Revenues, Rating and Valuation and the University of Ulster. Additional written submissions were 
received from the Consumer Council, the Rural Community Network, the Federation of Small 



Businesses and the Northern Ireland Fair Rates Campaign. The Committee also commissioned 
several research papers from Assembly Research & Library Service. The evidence and 
information gathered has been invaluable in informing the Committee’s considerations and will 
provide useful reference material for any further examination of the options. 

On the basis of the evidence received, the Committee has recommended a number of options for 
the Department and the Executive to pursue, whilst ruling out others. In reaching its conclusions 
and recommendations the Committee has taken account of the various guiding principles which 
have been identified in the evidence, including ‘ability to pay’ and the ‘benefit principle’, whilst 
also being cognisant of the practical issues associated with each option, including affordability 
and feasibility. In addition to addressing each of the reform options, the Committee has made 
recommendations on other issues, including the uptake of reliefs and transparency and 
communication in relation to rates bills. The Committee looks forward to further engagement 
with the Department and other stakeholders on the options which require further examination, 
including the Strand 2 issues, such as green taxes/credits and local income tax, which should be 
reviewed in the longer term to assess their merits as alternatives or supplements to the existing 
property-based system of local taxation. 

Key Conclusions and Recommendations 

1. Whilst recognising that there was no clear consensus in the evidence as to the merits of 
changing the level of the maximum cap of £500k, the Committee recommends that the 
Department considers the option further in the context of decisions on the wider rate reforms 
and the overall affordability and fairness of the reforms. (Paragraph 12) 

2. Having considered the available evidence, the Committee recommends that a minimum 
payment/capital value is not introduced, as it is not required given the capacity of the present 
domestic rating system to determine payment liability, taking account of capital value and 
entitlement to rate relief and housing benefit. (Paragraph 16) 

3. The Committee recommends that rating of vacant domestic properties should be introduced 
as soon as possible, as this would help to address the present shortage in housing supply whilst 
also raising revenue. The Committee also believes that the Department should consider both 
phasing the implementation, starting with the properties with higher value, as a means of 
expediting the policy, and providing initial exemption and concessionary periods to allow for 
ownership changes. (Paragraph 22) 

4. The Committee recommends that any amendments to the rate relief scheme need to be 
encapsulated in a simple, straightforward process to ensure that the advantages of potential 
savings in rates bills are not lost in an increased administrative burden, leading to a further 
deterioration in the take-up rate due to the degree of complexity. (Paragraph 28) 

5. The Committee recommends that the Department considers amendments to the rates relief 
scheme on the basis of sound cost-benefit analysis of the options. In particular, the Committee 
considers that the case is well made for an increase in the upper threshold for savings above 
£16k, which would help to boost the uptake of relief. The Committee also believes that careful 
judgement will be required as to the level to which the upper threshold for savings should be 
raised, as this will have a bearing on other NI ratepayers if the increase is not funded by the UK 
Government as part of a wider reform of housing benefit. On the issue of funding uplift, the 
Committee calls on the Department to ensure that, by introducing this locally, NI would not 
subsequently lose out if the UK Government follows suit. (Paragraph 30) 

6. The Committee has concerns over whether the existing education and training relief genuinely 
targets students or whether landlords are the real beneficiaries. The Committee, therefore, calls 



on the Department to establish the extent to which there is evidence to prove that the scheme 
has resulted in reduced rents for students. In the event that this cannot be established, the 
Committee would recommend that the existing provision is replaced by more targeted support 
for students. (Paragraph 34) 

7. The Committee recommends the introduction of a deferred payment scheme for pensioners 
and considers that, even if only a small number of pensioners were to benefit, the choice of 
deferment should be available and that it should be provided on the basis of an advantageous 
interest rate and with an annual review facility. (Paragraph 39) 

8. The Committee recommends that the early payment discount should be retained and that the 
Department should consider the case for extending the scheme to those who pay by direct debit. 
(Paragraph 43) 

9. The Committee considers that the Department should establish whether there is sufficient 
evidence of need which would justify the significant administrative burden and revenue loss 
associated with an extension of the transitional relief scheme beyond the present 3-year period. 
(Paragraph 48) 

10. The Committee recognises that there is no clear consensus in the evidence on the merits of 
a graduated tax system and recommends that this option should not be taken forward as part of 
the current review as this would result in the domestic rating system being more complex and 
less transparent. (Paragraph 54) 

11. Having considered the available evidence, the Committee recommends that a single person 
discount is not taken forward as part of the Review, given that this form of relief would be a 
blunt instrument, which would fail to target those most in need, and would be subject to 
potentially high levels of fraud as well as being costly in terms of revenue loss. (Paragraph 60) 

12. The Committee recommends that a single pensioner discount should be introduced, subject 
to the outcome of further analysis by the Department of the affordability and feasibility. 
(Paragraph 64) 

13. The Committee supports the case for an automatic discount for pensioners over the age of 
75. In addition, the Committee recommends further analysis by the Department of the 
affordability, in terms of revenue loss and the potential impact on other taxpayers, of introducing 
an automatic pensioner discount. The Committee considers that this reform should be introduced 
if the further analysis indicates that it would be affordable. (Paragraph 68) 

14. The Committee considers that there is a need to promote understanding and awareness of 
the existing Disabled Persons Allowance, both in terms of its rationale and the eligibility. The 
Committee recommends that the Department undertakes further analysis to establish the impact 
of the existing Disabled Persons Allowance before giving further consideration to the merits of 
the various options for broadening the provision. (Paragraph 74) 

15. Whilst, on the face of it, circuit breakers have the attraction of apparent fairness and 
transparency, the Committee, having considered the available evidence and research, 
recommends that this option should not be pursued, given the likely difficulties in administering 
and policing such a system and also in view of the extensive relief scheme already in place in NI. 
(Paragraph 78) 

16. Whilst there was no clear consensus in the evidence as to the merits of an enhanced 
discount to farmers, the Committee, nonetheless, recommends that the Department considers 
the option further in the context of its decisions on the other reforms. (Paragraph 82) 



17. The Committee considers that the option of introducing discount for owner occupiers should 
instead be framed in terms of applying an additional rate on second homes. Having considered 
the available evidence, the Committee believes that a fuller assessment of the potential 
administrative impediments to introducing a rating on second homes, together with the 
associated costs and benefits, will be required before this option can be considered further. 
(Paragraph 87) 

18. The Committee considers that the option of rates credits for environmental measures, 
including energy efficiency improvements in the home, is deserving of careful consideration and 
calls on the Department to engage further with stakeholders, including the Committee, to 
establish the potential of this option. (Paragraph 92) 

19. The Committee recommends that the option of banding capital values is not ruled out until 
the Department establishes whether the conclusions of the University of Ulster research in 2003, 
which found against banding, would be different, based on present property values. (Paragraph 
99) 

20. Having considered the available evidence, the Committee recommends that the option of a 
local income tax should not be considered further at this stage, but that the option should be 
reviewed in the longer term and in light of any future experience of a local income tax operating 
in Scotland. (Paragraph 107) (For amendments moved to the Report and not agreed and for 
details of divisions see the Minutes of Proceedings of 24 October 2007 in Appendix 2) 

21. Having considered the available evidence, the Committee recommends that the option of 
income tax varying powers should not be considered further at this stage. (Paragraph 111) (For 
amendments moved to the Report and not agreed and for details of divisions see the Minutes of 
Proceedings of 24 October 2007 in Appendix 2) 

22. Given its limited feasibility and the potential impracticalities and administrative difficulties, 
the Committee agreed that a local sales tax should not be pursued as an option for raising 
revenue in NI. (Paragraph 115) 

23. The Committee recommends that the option of a poll tax is ruled out, not least because of 
the failure of the policy in GB and the fact that it does not relate to ability to pay. (Paragraph 
119) 

24. Having considered the available evidence, the Committee recommends that the option of a 
tourist tax should not be taken forward at this time as this could adversely affect NI’s tourism 
industry at a critical stage in its development. The Committee also considers that if a local tourist 
tax was to be introduced in the longer term, following consultation with stakeholders, there 
would be merit in the resultant revenue being ringfenced for further enhancement of the tourist 
product. (Paragraph 126) 

25. Whilst recognising that there was no clear consensus in the evidence as to the merits of road 
charging, the Committee recommends that the Department considers the option further, 
particularly in terms of its potential economic impact, costs and benefits, feasibility, effectiveness 
in reducing road congestion and in the context of decisions on the other rating reforms. 
(Paragraph 133) 

26. The Committee concludes that the option of green taxes/credits warrants careful 
consideration and looks forward to engaging with the Department and with other stakeholders to 
examine the range of possible approaches in this area and the associated merits. (Paragraph 
139) 



27. The Committee considers that the research and analysis of land value taxation is at too early 
a stage to make even an initial assessment of the potential merits of this option as a 
replacement or supplement to the property-based system of local taxation. (Paragraph 148) 

28. The Committee recommends that derelict land taxation should be introduced in respect of 
land zoned for development, on the basis that this will help prevent land being left derelict to 
avoid taxation, whilst raising revenue and also supporting other policy aims, including economic 
development and the supply of affordable housing. (Paragraph 152) 

29. The Committee recommends that the Regional Rate and District Rate element of rates bills 
should be clearly differentiated on household rates bills, including specification of the precise 
sum that is being allocated to each. (Paragraph 153) 

30. The Committee calls on the Department to ensure effective communication with ratepayers 
to promote public confidence and understanding of how the revenue from rates helps fund 
public services, both centrally and locally. (Paragraph 154) 

31. The Committee considers that the Department should take immediate steps to assuage 
public concern that any subsequent increase in capital value will lead to a similar increase in an 
individual rates bill and to offer reassurance that the consequences of revaluation will be revenue 
neutral. (Paragraph 155) 

32. On the basis of the evidence received, the Committee concludes that there is a widespread 
problem with low uptake of rate reliefs (which also affects the level of rate rebate) and believes 
that this is a missed opportunity both in respect of relieving hardship and in terms of benefits 
revenue forgone to NI. The Committee, therefore, considers that the Department should pursue 
vigorously the measures identified for improving take-up of reliefs, which include the 
simplification of the application process and working more closely with other government 
agencies to identify those eligible for reliefs and with voluntary organisations to raise awareness 
amongst difficult to reach groups. (Paragraph 161) 

33. The Committee recommends that the Department explores the potential for improved data 
sharing between relevant agencies, and in particular the possibility of the Land and Property 
Services agency having access to the Social Security Agency’s database, which holds details of 
benefit entitlement, to make the application process faster and more efficient. (Paragraph 163) 

Introduction 

Background 

1. Prior to summer recess, the Committee for Finance and Personnel considered the terms of 
reference for the Review of Domestic Rating Reform (Appendix 1). A consultation process was 
then carried out by the Department of Finance and Personnel (DFP) over the summer and 
departmental officials briefed the Committee on the report of this consultation process on 26 
September 2007.[1] The Committee was required to respond to the Minister by the end of 
October, to allow the process to be taken forward and any necessary legislative change to be 
implemented for April 2008. Given the tight timetable, the Committee agreed that its evidence 
gathering should aim to supplement rather than duplicate the evidence received by the 
Department in written submissions to the consultation. 

The Committee took oral evidence from the following: 

 Citizens Advice; 

http://archive.niassembly.gov.uk/finance/2007mandate/reports/report06_07_08r.htm#footnote-116717-1


 John Simpson, Economist; 
 Institute of Revenues, Rating and Valuation (IRRV); 
 Economic Research Institute of Northern Ireland (ERINI). 

2. The Committee also received further written evidence from the Consumer Council, the Rural 
Community Network and the Federation of Small Businesses and has included consideration of 
this information in this response. Members were also updated regularly by DFP officials 
responsible for the review and were briefed by researchers from the University of Ulster (UU) on 
the ongoing research, which DFP has commissioned into the potential for a land tax and on the 
rating of vacant domestic properties. 

3. DFP also provided summary analysis of the policy options, including information on costs, 
benefits, and impacts, which has been especially helpful in informing the Committee’s 
deliberations. The Department requested that this information be restricted to the Committee 
and that it should be discussed only in closed session, given that Executive decisions on the 
options were pending[2]. Whilst the Committee agreed to this request it decided that an Official 
Report be made of all the evidence taken by the Committee in open session and included in this 
Report at Appendix 3. It is hoped that this evidence will also inform the Department’s further 
consideration of the policy options. 

Guiding Principles 

4. The Committee notes that stakeholders have advocated various guiding principles for the 
Review, some of which were contained in the Review terms of reference. These include: 

 ability to pay (i.e. relationship between tax liability and income and/or savings); 
 benefit principle – that there should be a correlation between what people are asked to 

pay and the value of services they get in return; 
 whether domestic rates should be directly linked to services consumed (hypothecated), 

should be purely a property wealth tax, OR a mixture of both; 
 the relative merits of progressive versus regressive tax; 
 transparent and easily understood; 
 effective (i.e. yields revenue to meet local needs); 
 broadly acceptable, stable and easy to administer; 
 revenue neutral (i.e. overall any reductions/increases should be offset by other changes 

to maintain the revenue base, especially given future plans to fund water through rates); 
 other implications of tax choice (e.g. tax not only raises revenue, it creates incentives 

and competition between regions). 

5. Having considered the consultation report and taken further evidence, the Committee 
recognises that varying degrees of priority are attached to these principles by consultees and 
that some of the principles may prove difficult to reconcile. In particular, the revenue neutral 
principle may be breached if local needs increase and the system is still to be effective. The 
pressure to generate additional revenue or make additional efficiency savings is especially 
evident in the context of the recent Comprehensive Spending Review (CSR) announcement and 
the recommendations from the independent review of water reform. The Committee is also 
keenly aware of the tension between ‘ability to pay’ and the ‘benefit principle’ in taxation. During 
oral evidence, it was also pointed out to the Committee that governments generally are not in 

http://archive.niassembly.gov.uk/finance/2007mandate/reports/report06_07_08r.htm#footnote-116717-2


favour of hypothecation of taxes as this reduces the scope for discretionary decision making to 
meet demands on revenue. 

The Committee’s Approach 

6. The Committee considered DFP’s consultation report and extracted the key arguments from 
consultees, both for and against the short and long-term options being considered in the Review. 
This was supplemented with information from Assembly Research papers, on the long-term 
options for reform and on potential international comparators, and from the written submissions 
and oral evidence from the witnesses detailed above. The Official Reports of the oral evidence 
are at Appendix 3. The written submissions received by the Committee are at Appendix 4 and 
the follow up information from DFP and research papers are at appendices 5 and 6 respectively. 
This evidence is summarised below under each of the options contained in strands 1A, 1B and 2 
of the Review terms of reference. 

7. The Department’s analysis of the strand 1A and 1B options (including the costs of lost 
revenue, potential revenue gains and numbers likely to be affected by each option) form a 
separate annex to this report (Annex A). Further analysis of the strand 2 options was also 
provided by DFP and is included at Annex B. 

8. The aforementioned information and analysis provided a basis for the Committee’s 
deliberations and enabled it to offer qualified support for some options, to recommend some 
options for further consideration and to rule out some others. The Committee recognises that 
further analysis of several options is underway or planned by DFP, especially relating to the 
longer-term options in strand 2. Whilst this information will be available to the Committee in due 
course, the Committee has not been in a position to fully consider all the options at this time. 
The Committee cannot therefore offer unqualified support for some options or fully rule out 
others. However it has identified the policy options which have particular merit and those which 
warrant further research and consideration. 

Consideration of the Options 

Strand 1A Options (changes that can be made to the existing system by April 
2008 via subordinate legislation). 

(a) Changes to the Level of Maximum Cap 

9. The Committee identified the following views on this option from the Department’s report on 
the consultation and from the evidence provided to the Committee: 

Arguments For (Cap/Reduction) Arguments Against (Cap/Reduction) 

Set to ensure highest bills in NI consistent 
with highest council tax bill in GB (approx 
£3k). 

Only approx. 2,300 ratepayers benefit but the 
revenue loss in 2007/08 was £2.5m approx. In 
future years likely that this will be absorbed by 
other ratepayers. 

Current cap level enforces a rough and ready 
parity with GB –  
this does not account for income 
differentials. 

Lowering the cap would increase the number of 
ratepayers who benefit but means that lower 
income households cross subsidise higher 
income households. 

The ‘benefit principle’ in taxation argues for a 
relationship between what people are asked 

Vast majority of properties benefiting are in a 
small number of council areas. 



Arguments For (Cap/Reduction) Arguments Against (Cap/Reduction) 
to pay and the value of services they get in 
return. 
Removal of caps argued on ‘ability to pay’ 
principle but the correlation between house 
value and income is by no means absolute. 

Blanket cap a blunt instrument. 

10. The Committee noted that, in its response to the consultation, the Fair Rates Campaign 
favoured a cap at around £300k capital value. However, in his evidence to the Committee, John 
Simpson argued that a reduction would increase reallocation more than proportionately and that 
the present cap of £500k should be maintained as it is less than three times the overall average 
capital value and only affects 0.5% of households. On the issue of removing the cap, the 
Committee was advised by ERINI that this would mean that those who currently benefit would 
pay approximately £1000 per year more (though this masks the fact that some would pay very 
much more and some less). In its evidence, DFP explained that it is unsure at present as to 
whether changing the maximum cap would be subject to a full equality impact assessment; but 
if this is required it is unlikely that this option could be implemented by April 2008. 

11. In considering this option, the Committee has also taken account of DFP’s summary analysis 
of the associated costs, benefits, and impacts. (see Annex A) 

12. Whilst recognising that there was no clear consensus in the evidence as 
to the merits of changing the level of the maximum cap of £500k, the 
Committee recommends that the Department considers the option further in 
the context of decisions on the wider rate reforms and the overall 
affordability and fairness of the reforms. 

(b) Introduction of a Minimum Payment 

13. The Committee identified the following views on this option from the Department’s report on 
the consultation and from the evidence provided to the Committee: 

Arguments For Arguments Against 

Recognises that there is a basic level of local and 
regional government services that are consumed 
by households. 

Those below the capital value threshold 
would experience a slight increase in rates, 
whilst those above would experience a 
slight reduction. 

Would ensure those in lower value properties, who 
can afford to pay, make an appropriate 
contribution to the cost of providing those services. 

Disproportionate impact on lower paid. 

Those on low incomes would continue to be 
supported by the housing benefit system and the 
rate relief scheme introduced in April 2007. 

Could run counter to new TSN policies. 

Setting a minimum payment would significantly 
increase the cost of housing benefit – could be a 
funding gain for NI from annually managed 
expenditure (normally needs Treasury approval). 

Caps benefit the very wealthy and/or the 
very poor with those in the middle left to 
cover shortfall. 

 Would add to the cost of local rate relief 
scheme. 



Arguments For Arguments Against 

 Potential need for new IT systems may 
delay introduction. 

14. In addition to the above arguments the Committee noted the advice from the IRRV that 
there is presently no need to introduce a minimum payment rule. Under the existing system the 
payment liability is driven by the person’s ability to pay as determined by the value of their 
house, the local rate relief scheme and the housing benefit scheme. 

15. In considering this option, the Committee has also taken account of DFP’s summary analysis 
of the associated costs, benefits, and impacts. (see Annex A) 

16. Having considered the available evidence, the Committee recommends 
that a minimum payment/capital value is not introduced as it is not required 
given the capacity of the present domestic rating system to determine 
payment liability, taking account of capital value and entitlement to rate 
relief and housing benefit. 

(c) Introduction of Rating for Vacant Domestic Properties 

17. The Committee identified the following views on this option from the Department’s report on 
the consultation and from the evidence provided to the Committee: 

Arguments For Arguments Against 
Would act against speculative development with 
investors leaving properties vacant for long periods. 
Capital gains tax reforms proposed by the Chancellor 
seem likely to encourage such behaviour further. 

Impact adversely on pensioners as 
many have bought domestic properties 
to supplement their pension provision. 

Significant policy tool in encouraging action on, or sale 
of, empty homes and would ensure an adequate 
supply of available, affordable housing. Also consistent 
both with Semple Report on Housing Affordability, 
which recommended 100% rating on vacant domestic 
property in NI after 6 months exemption, and with GB 
policy where vacant domestic properties liable to 50% 
council tax after 6 months exemption. 

Potential gross revenue may be 
considerably reduced by costs and 
time involved in 
implementing/administering. 

Would involve identifying the owner of 
every vacant property in NI which 
could take up to 2 years. 

Local services are still available to the vacant property.  

Consistent with the decision to rate vacant non-
domestic property. 

 

If occupied property rateable as a valuable asset then 
principle should be extended to vacant property. 

 

18. In its evidence to the Committee, DFP officials explained that current policy is based on the 
established principle that a property is rated throughout the year if there is an ‘intention to 
return’, though no rates are paid on properties which are deemed to be vacant. The Committee 
noted strong support expressed for the rating of vacant property during the consultation and in 
the evidence provided to the Committee. John Simpson recommended that vacant domestic 
property (including property in need of repair) should be rated, with a transitory rate free period 
of six months (to allow for ownership changes) and a further six months at half rate. 



19. From the DFP/UU evidence the Committee notes that there are impediments to the 
implementation of this option, in that Land and Property Services (LPS) would need to obtain 
details of every vacant house in NI and charge accordingly as the current taxation system is 
occupier based. The Committee was advised that this could not be done prior to April 2009 and 
that further research is planned on this option, including the second phase of UU research to 
identify the causes of identified vacancies. DFP has committed to bringing more information to 
the Committee on proposed implementation but, given the issues to be resolved, the Committee 
questions whether it is realistic to include this as a Strand 1A option, whereby the necessary 
changes need to be in place by April 2008. 

20. The IRRV recommended to the Committee that this option should be implemented as soon 
as possible but also emphasised the considerable practical issues involved for LPS in identifying 
vacant homes, checking their status and commencing a billing and checking process. LPS has 
already undergone enormous change and the IRRV recommended a lead in time of at least a 
year to allow LPS to prepare for the administration of the policy. The Committee discussed the 
possibility of phasing in the rating of vacant properties, initially on higher value properties and 
then subsequently lowering the threshold. This would have the advantage of allowing policy 
implementation to begin as soon as possible. DFP has confirmed to the Committee that the 
enabling powers in the primary legislation do not inhibit such an approach. 

21. In considering this option, the Committee has also taken account of DFP’s summary analysis 
of the associated costs, benefits, and impacts. (see Annex A) 

22. The Committee recommends that rating of vacant domestic properties 
should be introduced as soon as possible, as this would help to address the 
present shortage in housing supply, whilst also raising revenue. The 
Committee also believes that the Department should consider both phasing 
the implementation, starting with the properties with higher value, as a 
means of expediting the policy, and providing initial exemption and 
concessionary periods to allow for ownership changes. 

(d) Amendments to the Rate Relief Scheme 

23. The Committee identified the following views on this option from the Department’s report on 
the consultation and from the evidence provided to the Committee: 

Arguments For (Amendments) Arguments Against 
Assist ratepayers in low income households just 
beyond the social security housing benefit 
threshold or receiving partial housing benefit as 
their income exceeds amounts allowed. 

Rates relief scheme paid from NI block. 
Increased reliefs will be revenue foregone or 
lead to increased bills for others. 

Focus on ability to pay rather than membership 
of a group. 

Taking housing benefit and the local rate relief 
scheme together, NI already has a more 
generous level of support than is available in 
GB. 

System needs to be simplified, with less means 
testing and the possibility of automatic 
entitlement, especially for pensioners. 

Further amendments should not contravene 
the ‘parity principle’, that the burden on UK 
taxpayers should not be added to by local 
schemes that are more generous than those 
available in GB. 



Arguments For (Amendments) Arguments Against 
Current system does not alleviate the disparity 
between rates and pension rises. 

 

The savings/capital limit applied under housing 
benefit/rate rebate and rate relief schemes 
could be increased as recommended in the 
Lyons report. Could boost take-up. 

 

Benefit recipients not passported onto Rates 
Relief scheme, although some benefits already 
provided a passport to full housing benefit. 

 

Amendments to the existing scheme could be 
delivered by April 2008. 

 

24. In the evidence provided to the Committee it was explained that the rates relief scheme sits 
above the housing benefit system and therefore provides relief over and above that available 
through housing benefit. It was also pointed out that choices were made to enhance certain 
elements for 2007/08 and the flexibility of the scheme means that these can be revised to target 
particular groups, without becoming indiscriminate. The Fair Rates Campaign has lobbied for the 
savings limit under the rate relief scheme to be increased to £50k for pensioners (as 
recommended in the recent Lyons report) and the Department has confirmed to the Committee 
that this will be given serious consideration (although there is no movement in Whitehall at 
present), along with the possibility of enhanced relief for people with a disability and carers. 

25. In its evidence, the IRRV pointed out that the current capital limit (£16k) has been in place 
for at least 20 years, assumes a 20% return on capital, and significantly affects take-up in NI, 
where levels of savings are high. Whilst IRRV recommended that the capital rule/derived income 
rule should be lifted, it argued that this should be done, and funded, by central government. The 
IRRV also sounded a note of caution regarding the effect on other taxpayers from a dramatic 
rise in the level of take-up. The Committee was also advised by IRRV that indiscriminate 
discounts on rates bills affect the calculation of benefits, with a resultant reduction in the 
Annually Managed Expenditure (AME) funds accruing to NI. On a separate point, ERINI 
emphasised the risks of further reliefs contravening the ‘parity principle’, which dictates that the 
burden on UK taxpayers should not be added to by local schemes that are more generous than 
those available elsewhere. 

26. The Committee noted that approximately 20% - 25% of rates issues raised with Citizens 
Advice are about the new relief scheme. The Consumer Council has argued that assistance 
should be targeted at those on, or near, the vulnerable threshold but that more work is needed 
to help the ‘average consumer’ above the benefits threshold, but facing significant hardship due 
to rates increases and planned water charges. The Committee agrees with the Council’s view 
that it is vital that changes do not create a new category of vulnerable consumers who fall into 
the poverty trap. 

27. The Committee also noted the Consumer Council’s argument that relief should be provided 
by way of social policy and not a cross-subsidy on other householders, so that the majority do 
not bear the burden of a large minority. This view was borne out by the Council’s October 2004 
research where 79% agreed that Government should pay the costs of providing relief for 
vulnerable customers. The Committee recognises however that, in the context of the recent CSR 
announcement and other budgetary pressures facing the Executive, it will be difficult to find the 
resources to fund additional reliefs to avoid these being a cross-subsidy on other householders. 



28. The Committee recommends that any amendments to the rate relief 
scheme need to be encapsulated in a simple, straightforward process to 
ensure that the advantages of potential savings in rates bills are not lost in an 
increased administrative burden, leading to a further deterioration in the 
take-up rate due to the degree of complexity. 

The Committee also agrees that the scheme could be re-branded, in that the current title of low 
income rate relief scheme may have a psychological effect on take-up. In its evidence, IRRV 
highlighted the poor take-up amongst owner-occupiers and emphasised the need for improved 
data sharing. The Committee concurs with this and has considered the issue in more detail later 
in this report. 

29. In considering this option, the Committee has also taken account of DFP’s summary analysis 
of the associated costs, benefits, and impacts. (see Annex A) 

30. The Committee recommends that the Department considers amendments 
to the rates relief scheme on the basis of sound cost-benefit analysis of the 
options. In particular, the Committee considers that the case is well made for 
an increase in the upper threshold for savings above £16k, which would help 
to boost the uptake of relief. The Committee also believes that careful 
judgement will be required as to the level to which the upper threshold for 
savings should be raised, as this will have a bearing on other NI ratepayers if 
the increase is not funded by the UK Government as part of a wider reform of 
housing benefit. On the issue of funding uplift, the Committee calls on the 
Department to ensure that, by introducing this locally, NI would not 
subsequently lose out if the UK Government follows suit. 

(e) Revision of Existing Provision for Education and Training Relief 

31. The Committee identified the following views on this option from the Department’s report on 
the consultation and from the evidence provided to the Committee: 

Arguments For (revision) Arguments Against (revision) 
Unfair to provide blanket relief for students but not 
to other more ‘needy’ groups such as pensioners. 
Students earn considerably more over their working 
lives than others in society. 

Mitigates against the gaps that existed in 
relation to students in the housing 
benefit system and the rate relief 
scheme, introduced in April 2007. 

More effective ways of helping students such as 
reducing tuition fees. 

 

Concerns that the landlord, who pays the rates, may 
benefit from this policy. Also, potential for fraud as 
no incentive for landlord to inform authorities if 
residence later occupied by employed persons. 

 

A crude form of support with high potential for 
deadweight and distortion. 

 

Hard to administer given student mobility.  

Could be targeted differently (e.g. households where 
a student lives with parents). 

 



32. In his evidence to the Committee, John Simpson considered this to be unpopular with other 
ratepayers partly due to the questionable merits of the policy and partly because it is 
administered through landlords. Whilst highlighting that there was no evidence to date on the 
impact of the relief (i.e. whether students or landlords benefited), he also pointed out that, if 
student tenants became liable for domestic rates, collection costs would be high due to changing 
tenancies and the default rate might also be high. The Committee, therefore, recognises that the 
continuation of this relief, and the passive role of landlords in administering it, may be justified 
on the grounds of cost effectiveness rather than social policy. The IRRV recommended research 
to determine whether rents for students have reduced as a result of this scheme, but believed 
that there were better ways to target students for assistance. 

33. In considering this option, the Committee has also taken account of DFP’s summary analysis 
of the associated costs, benefits, and impacts. (see Annex A) 

34. The Committee has concerns over whether the existing education and 
training relief genuinely targets students or whether landlords are the real 
beneficiaries. The Committee, therefore, calls on the Department to establish 
the extent to which there is evidence to prove that the scheme has resulted in 
reduced rents for students. In the event that this cannot be established, the 
Committee would recommend that the existing provision is replaced by more 
targeted support for students. 

(f) Introduction of Deferred Payment Scheme for Pensioners 

35. The Committee identified the following views on this option from the Department’s report on 
the consultation and from the evidence provided to the Committee: 

Arguments For Arguments Against 
Safety net to help to ensure that home 
owners are able to retain their homes, 
especially those with high property tax 
burdens and with no eligibility for other 
forms of relief. 

High take-up could cause cash flow 
problems/revenue shortages and other ratepayers 
may be expected to cover deficit. 

Many jurisdictions in USA recently 
adopted property tax deferral 
programmes. 

Would cause concerns amongst pensioners about 
what they are leaving for their families and about 
going back into debt for a home paid for over a 
working lifetime. 

Could be attractive to those with a low 
or fixed income occupying a high value 
property. 

Concerns around the legal and logistical implications. 

Would provide pensioners with additional 
choice. 

May not need government involvement as a secured 
loan could be taken with a bank in a private 
transaction with capital and interest paid on the sale 
of the home. 

 
Adds both to the growing number of ‘death’ taxes 
placed on consumers in this age range and to debt 
culture generally. 

 May be seen as a substitute for a fair and sustainable 
rating policy. 



Arguments For Arguments Against 

 

Implications for the property market if this acts as a 
deterrent to sell (if liability is realised on the sale of 
property) as supply could be restricted causing price 
increases. This was the impact of ‘Proposition 13’ in 
California. 

 
Would impact on existing demands on property 
equity (e.g. long-term care costs) and balancing 
these factors will require careful analysis. 

 Experience in USA is that specific reliefs or limits are 
preferred to deferrals (i.e. gifts preferred to loans). 

36. DFP officials confirmed that this option is on the statute book but had not been introduced to 
date. In his evidence to the Committee, John Simpson described this as a safety device for 
reassurance rather than an attraction for potential users and concluded that the scheme should 
not be introduced. IRRV, on the other hand, supported its introduction and raised the possibility 
of involvement from the private financial sector, especially if the scheme proved so popular as to 
cause initial cash flow problems. Following up on this issue, DFP informed the Committee that 
the intention of the legislation was that the scheme would be Government-run and that third 
party involvement was considered but ruled out for a number of reasons, including the fact that 
financial services are a reserved matter under the Northern Ireland Act 1998. Any proposal to 
involve a third party would therefore require new primary legislation. 

37. The Committee recognises that if interest is levied on the deferred amount it may prove 
unpopular and be perceived as regressive as this would add to the actual (long-term) burden on 
pensioners. The Committee also considers that, given the potential impacts, the consistency of 
this scheme with policy on addressing housing shortages may be questionable. That said, whilst 
acknowledging the potential social resistance within a family at seeing an inheritance 
progressively eroded, the IRRV pointed out that this could be controlled by using an 
advantageous interest rate and allowing pensioner households to annually review the decision to 
defer. 

38. In considering this option, the Committee has also taken account of DFP’s summary analysis 
of the associated costs, benefits, and impacts. (see Annex A) 

39. The Committee recommends the introduction of a deferred payment 
scheme for pensioners and considers that, even if only a small number of 
pensioners were to benefit, the choice of deferment should be available and 
that it should be provided on the basis of an advantageous interest rate and 
with an annual review facility. 

(g) Revision of the Early Payment Discount 

40. The Committee identified the following views on this option from the Department’s report on 
the consultation and from the evidence provided to the Committee: 

Arguments For Arguments Against 
There is a cost factor and an alternative would be 
to impose a penalty for paying by instalment (e.g. 
as can apply with private sector motor insurance 
policies). 

Providing an incentive for consumers to 
pay in advance for services encourages 
household budgeting and reduces debt. 



Arguments For Arguments Against 

 Scheme tends to be more popular with 
pensioners. 

 Previous attempts in the 1980s to abolish 
it were met with considerable opposition. 

 Has worked well for a number of years 
with approximately 20% take-up. 

41. In its evidence to the DFP consultation, the Consumer Council argued that a discount for full 
early payment must remain, regardless of the payment method and that the discount must fairly 
reflect the savings made when the consumer pays by the preferred method. It advocates 
extending the early payment discount to those who pay by direct debit, given the associated 
reduced administration costs and the non-requirement for debt collection. The Committee 
considers that some cost in the scheme is inevitable (i.e. discount provided cannot be fully 
recovered by interest earned on early payment) but that a reduction in discount will have an 
obvious effect on take-up. 

42. In considering this option, the Committee has also taken account of DFP’s summary analysis 
of the associated costs, benefits, and impacts. (see Annex A) 

43. The Committee recommends that the early payment discount should be 
retained and that the Department should consider the case for extending the 
scheme to those who pay by direct debit. 

(h) Reprofiling the Existing Transitional Relief Scheme 

44. The Committee identified the following views on this option from the Department’s report on 
the consultation and from the evidence provided to the Committee: 

Arguments For Arguments Against 
The relief over a 3-year period for households whose 
rates bills have increased by more than 33% may 
need to be extended to 5 years to cover the life of the 
new valuation list. 

Resultant loss in revenue paid for by 
passing the burden for a period to other 
ratepayers or foregoing revenue and 
trimming public services. 

Some areas more adversely affected by revaluation 
than others (e.g. Stranmillis Residents Association 
reported a 5-fold increase in house values). 
Transitional Relief could be revised to account for 
such variances. 

Change in midstream would add to 
administrative burden on LPS who 
would need additional resources to 
implement change. 

There is no sliding scale and an increase of even 20% 
can be substantial for some people. 

If there is a revaluation in 2012, 
reprofiling could mean that eligible 
ratepayers would not pay their full bill. 

Would reduce the cost of housing benefit and rate 
relief. 

Would be a matching reduction in AME 
to the reduction in housing benefit 
costs. 

45. In its evidence to the Committee, Citizens Advice argued that the transitional relief should be 
more generous as those with large increases in their bills are struggling, even given the 
transitional relief currently available. John Simpson took the view that the need for reprofiling 
was a matter for Ministerial judgement as to whether the speed of adjustment is causing any 



undue hardship where bills have increased most. He also argued that, given the delay in water 
charges, the case for extended relief could be considered as weak but, should water charges be 
introduced in April 2008, an extended relief period could be argued as a small offset to the 
combined impact. 

46. In its evidence, ERINI considered a relief period of not more than 5 years as ample time for 
household budgets to adjust. IRRV took the view that any change to the transitional period must 
be kept within the life of the exiting valuation period. 

47. In considering this option, the Committee has also taken account of DFP’s summary analysis 
of the associated costs, benefits, and impacts. (see Annex A) 

48. The Committee considers that the Department should establish whether 
there is sufficient evidence of need which would justify the significant 
administrative burden and revenue loss associated with an extension of the 
transitional relief scheme beyond the present 3-year period. 

Strand 1B Options (options for change in the context of the existing system 
which would take longer to implement – i.e. require primary legislation) 

(a) Graduated Tax System 

49. The Committee identified the following views on this option from the Department’s report on 
the consultation and from the evidence provided to the Committee: 

Arguments For Arguments Against 
Downward graduated tax system viewed 
as one way of balancing ‘ability to pay’ 
with the provision of services or ‘benefit 
principle’. 

Downward graduated tax system results in a loss of 
tax revenue from highest capital value properties 
which is foregone or recouped by further increasing 
the tax rate below the threshold. 

Upward graduated tax system would 
align with ‘ability to pay’ principle. 

Age Concern is aware of research suggesting that this 
system increases the tax burden on the lowest three 
quarters of properties. 

Graduated tax system would address 
arguments for banding of capital values. 

Other consultees stated that it will simply increase the 
tax burden on the less well off. 

50. The Committee notes that this option would mean either that the charge per unit of capital 
value would: 

 be marginally lower for more expensive properties (avoiding large, allegedly excessive 
charges); or 

 would start at a lower level and rise as the property became more valuable (making the 
charges more progressive and easing the cost on less expensive property). 

51. John Simpson pointed out to the Committee that these alternatives met entirely different 
objectives and that there would be vocal winners and losers depending on which graduated 
system was applied. He suggested that the second option might be considered if the rates 
system is judged to contain socially inequitable outcomes. IRRV commended this policy and 
agreed that there would be winners and losers from its introduction. It also recommended 
further investigation of models produced by the University of Ulster. 



52. In its evidence to the Committee, DFP advised that, whilst its introduction would make the 
current system more complex and would need recalibrated following each property revaluation, a 
graduated tax system was an alternative to banding and was possibly the best mechanism for 
making the current system more progressive. 

53. In considering this option, the Committee has also taken account of DFP’s summary analysis 
of the associated costs, benefits, and impacts. (see Annex A) 

54. The Committee recognises that there is no clear consensus in the 
evidence on the merits of a graduated tax system and recommends that this 
option should not be taken forward as part of the current review as this 
would result in the domestic rating system being more complex and less 
transparent. 

(b) Single Person Discount 

55. The Committee identified the following views on this option from the Department’s report on 
the consultation and from the evidence provided to the Committee: 

Arguments For Arguments Against 
Fairer and would provide a better link to ability to 
pay and parity with GB (though also argued that the 
case for the single person discount in GB is based on 
lower use of services and not ability to pay). 

Loss of revenue, which would result in 
other householders facing higher rate 
bills. 

Lone parents and pensioners at greatest risk of 
poverty. 

Indiscriminate and not based on ability 
to pay. 

Single person households also more likely to suffer 
fuel poverty. 

Blanket discount to single people will 
have an element of deadweight. A more 
targeted solution is needed. 

 
Fraud levels as high as 25% in relation 
to the Council Tax single person discount 
in GB, due to failure to report change of 
circumstances. 

 
Unless means tested, will provide 
discount to potentially high net worth/ 
high earning individuals living alone. 

 Would lead to a reduction in NI’s AME 
funded housing benefit budget. 

 Account needs to be taken of the level of 
services provided to each household. 

 Bills for single adult households may be 
lower anyway. 

56. The Committee noted that, whilst this is a feature of council tax in GB, it was a contentious 
issue in the consultation report and in the evidence to the Committee. In its evidence, Citizens 
Advice argued that the absence of a single person discount was the biggest problem with the 
changes introduced in April 2007 as many such people are not eligible for any means tested 
benefit and will struggle to cope with large increases in rates bills. 



57. Alternatively, John Simpson saw little justification for this concept, questioning why a 
wealthy single person household should get a discount when a poorer two person household 
pays the full bill. He pointed out that domestic rates are essentially a property tax used to 
provide public services in an unhypothecated manner, whereas the argument that a single 
person consumes less public services rests on the view that rates are partly a hybrid tax. 

58. In its evidence, IRRV advised that if a decision was taken to pursue the proposal then further 
research would be required and there would be a need for a rigorous policy with clear 
procedures and penalties for abuse, given the very high fraud levels in GB (£1.4m in one London 
borough). IRRV preferred the use of the relief scheme which could be used to target single 
person households if required. On the issue of fraud, DFP advised that the potential for this 
could be combatted to an extent by data matching between government agencies. 

59. In considering this option, the Committee has also taken account of DFP’s summary analysis 
of the associated costs, benefits, and impacts. (see Annex A) 

60. Having considered the available evidence, the Committee recommends 
that a single person discount is not taken forward as part of the Review, 
given that this form of relief would be a blunt instrument, which would fail to 
target those most in need, and would be subject to potentially high levels of 
fraud as well as being costly in terms of revenue loss. 

(c) Single Pensioner Discount 

61. The Committee identified the following views on this option from the Department’s report on 
the consultation and from the evidence provided to the Committee: 

Arguments For Arguments Against 
Pensioners susceptible to hardship 
under the new capital value rating 
system. 

Enhanced rate relief for single pensioners on lower 
incomes already introduced in April 2007. 

 
Increases in rates bills for pensioners should instead be 
linked to inflation or increases in state pension 
payments. 

 
Blanket discount to single pensioners is indiscriminate 
and could benefit those not in need. A more targeted 
solution needed. 

 Would lead to a reduction in NI’s AME funded housing 
benefit budget. 

62. The Committee noted the view that, whilst the single person discount could be described as 
a blunt instrument, a discount for single pensioners would be more targeted. John Simpson drew 
attention to the fact that pension incomes tend to lag behind other changes such as average 
earnings, thus pensioner living standards in retirement are likely to be eroded. He argues, 
however, that low income pensioner households already qualify for partial relief via the increase 
in the savings disregard and raises the option of broadening the existing 15% relief to include 
pensioner households, and subsequently raising the relief to 35% for pensioners over 75 and 
granting a full exemption for those over 85. The IRRV stated that the issue of take-up of 
pension-related benefits needed to be addressed before this discount could be introduced, but 
preferred the use of the relief scheme which could be used to target single pensioner households 
if required, including the possibility of an age-related automatic discount. The Committee agreed 



that the option of an age-related automatic discount should be carefully explored and that the 
potential for fraud was reduced if the discount was targeted at pensioners. 

63. In considering this option, the Committee has also taken account of DFP’s summary analysis 
of the associated costs, benefits, and impacts. (see Annex A) 

64. The Committee recommends that a single pensioner discount should be 
introduced, subject to the outcome of further analysis by the Department of 
the affordability and feasibility. 

(d) Automatic Pensioner Discount 

65. The Committee identified the following views on this option from the Department’s report on 
the consultation and from the evidence provided to the Committee: 

Arguments For Arguments Against 

Gives dignity and security to those 
who have worked and saved 
throughout their lives. 

Blanket reliefs are an indiscriminate use of resources and 
do not take account of need. Some pensioners could 
have substantial savings and/or income and might not 
need rate relief. 

Offers protection to pensioners who 
are likely to reside in high value 
properties but have a reduced 
income. 

Could have a negative impact on those on low incomes. 

 May fail the equality impact assessment as it favours a 
select group of ratepayers. 

66. In its evidence DFP suggested that there may be some justification for automatic discounts 
because of issues arising from take up. The Committee took evidence from Citizens Advice and 
also considered the Consumer Council response on the issue of take-up and considers this in 
greater detail later, in the ‘Other Issues’ section of the report. 

67. ERINI pointed out to the Committee that any automatic scheme assumes that everyone in 
the group that benefits needs assistance and that this is not the case for pensioners, many of 
whom have substantial assets and incomes. ERINI argued that, as a general principle, automatic 
tax reliefs should be avoided. 

68. The Committee supports the case for an automatic discount for 
pensioners over the age of 75. In addition, the Committee recommends 
further analysis by the Department of the affordability, in terms of revenue 
loss and the potential impact on other taxpayers, of introducing an automatic 
pensioner discount in general. The Committee considers that this reform 
should be introduced if the further analysis indicates that it would be 
affordable. 

(e) Broadening of Existing Disabled Persons Allowance Provision 

69. The Committee identified the following views on this option from the Department’s report on 
the consultation and from the evidence provided to the Committee: 



Arguments For (broadening) Arguments Against 
Allowance should be on basis of disability 
rather than simply because a house has been 
adapted to meet disability needs. The blind or 
mentally impaired might not have such 
adaptations and therefore would not currently 
qualify. 

Rationale of existing provision not based on 
level of disability but instead on need to ensure 
disabled persons not penalised by the move to 
capital value system (i.e. adaptations to meet 
disability needs may increase the capital value 
of the property). 

Scheme needs to be more flexible with higher 
rates of allowance depending on the degree of 
disability and the level of accommodation 
works required. 

Concerns around who should qualify as a 
person with a disability. 

Scheme needs more effective promotion to 
ensure that those entitled are able to apply. 

Modelled on the GB scheme but already more 
generous (i.e. 20% reduction in GB, whereas 
25% in NI). 

 Current low income rate relief scheme provides 
reliefs for the disabled. 

70. The Committee noted that some respondents to the consultation argued for an extension to 
the allowance provision to cover disabilities other than physical handicaps. It was pointed out 
that some people with disabilities, such as the visually or mentally impaired, who have not made 
the necessary adaptations to their properties would not currently qualify for the allowance. The 
Committee, therefore, believes that there may be a need to raise awareness of the allowance 
amongst some groups and for greater clarity on eligibility. 

71. ERINI explained to the Committee that this allowance attaches to the property (not to the 
disabled person) on the assumption that property modifications to facilitate the disabled make it 
more valuable than an unmodified property of similar character, with a subsequent rise in rates. 
The rationale behind this scheme, therefore, is that the owners of such properties would not be 
disadvantaged during the move to a capital value system as opposed to a focus on the disabled 
person. The Committee raised this issue with DFP who agreed that there was a considerable 
amount of confusion in the consultation as to the objectives of this scheme. In response, DFP 
undertook to consider the potential for renaming the scheme to reflect the current focus on 
adaptations. 

72. Also in its evidence, ERINI questioned whether this scheme provided value for money and 
stated that it might be better channelled through a specific enhancement to the low income 
relief scheme for the disabled. IRRV contended that research was needed on the current impact 
of the scheme. 

73. In considering this option, the Committee has also taken account of DFP’s summary analysis 
of the associated costs, benefits, and impacts. (see Annex A) 

74. The Committee considers that there is a need to promote understanding 
and awareness of the existing Disabled Persons Allowance, both in terms of 
its rationale and the eligibility. The Committee recommends that the 
Department undertakes further analysis to establish the impact of the 
existing Disabled Persons Allowance before giving further consideration to 
the merits of the various options for broadening the provision. 

(f) Circuit Breakers 



75. The Committee identified the following views on this option from the Department’s report on 
the consultation and from the evidence provided to the Committee: 

Arguments For Arguments Against 

Aligns the system more closely to ‘ability to pay’ 
based on income. 

Whilst income is an indicator of wealth, 
other factors should be taken into 
account such as capital values and 
savings. 

Could potentially offer an alternative to some 
existing/proposed reliefs/caps. 

International experience is that these are 
often limited to particular groups due to 
the potential for fraud. Policing 
difficulties are formidable. 

Provides a safety net for unexpectedly high rates 
bills as a proportion of household income. 

May lead to increased bureaucracy with 
more forms and declarations. 

Use in USA indicates potential (however US does not 
provide a centrally funded housing benefit scheme 
which currently supports 25% of the lowest income 
households in NI). 

Difficult to administer as verification 
processes required from HM Revenue 
and Customs, who are reluctant to share 
such information. 

Enable more targeted as opposed to blanket relief 
(e.g. often designed to benefit pensioners and those 
on fixed incomes). 

Problems in alignment with housing 
benefit – could reduce the gross liability 
meaning housing benefits will lower and 
HMT will benefit. 

Targeted approach can make circuit breakers less 
costly than caps. 

Extensive relief scheme in NI negates 
need for this option. 

76. The Committee noted the limited response on this option in the consultation and the 
explanation from DFP that this may be due to lack of available information. In his evidence, John 
Simpson pointed out that there is no immediate case for what would be an extra and 
complicated adjustment to the regulations in the absence of case studies where existing reliefs 
and benefits still leave people at a serious disadvantage. The IRRV considered circuit breakers to 
be crude and foresaw massive administrative difficulties determining the family make-up of every 
household and in gathering information from the Inland Revenue (especially on the self-
employed) and agreeing a definition of income. IRRV also contended that there is no need for 
this type of provision, given that an effective rate relief scheme is already in place in NI. 

77. In considering this option, the Committee has also taken account of DFP’s summary analysis 
of the associated costs, benefits. (see Annex A) 

78. Whilst, on the face of it, circuit breakers have the attraction of apparent 
fairness and transparency, the Committee, having considered the available 
evidence and research, recommends that this option should not be pursued, 
given the likely difficulties in administering and policing such a system and 
also in view of the extensive relief scheme already in place in NI. 

(g) Enhanced Discount for Farmers 

79. The Committee identified the following views on this option from the Department’s report on 
the consultation and from the evidence provided to the Committee: 



Arguments For Arguments Against 
Reflects the fact that farmers and farm workers must 
live beside the farm and therefore have limited 
mobility. 

Speculative interest on the value of a 
farmhouse (e.g. if it is close to a coastal 
or urban area) is disregarded. 

Encourages a sustainable industry which constitutes a 
significant section of the NI economy. 

This is likely to benefit only the more 
modern properties. 

Some farmhouses, especially those built in the last 25 
years, are subject to agricultural planning restrictions, 
affecting their open market value. 

 

Capital taxes office state that the agricultural value of 
a farmhouse is around two-thirds of its market value 
so current system does not go far enough. 

 

Restrictions on use imposed by agricultural planning 
rules could be reflected by valuing farmhouses at 
market rates and discounting directly by 20% or 25%. 

 

80. In its evidence to the Committee, ERINI contended that agriculture is already very highly 
subsidised and therefore proposals for further subsidies need to be carefully examined. ERINI 
also suggested the possibility of considerably widening the tax base by extending rating, or some 
other tax form, to land in general and agricultural land in particular, with the effect of lowering 
rates generally. 

81. In considering this option, the Committee has also taken account of DFP’s summary analysis 
of the associated costs, benefits, and impacts. (see Annex A) 

82. Whilst there was no clear consensus in the evidence as to the merits of an 
enhanced discount to farmers, the Committee, nonetheless, recommends that 
the Department considers the option further in the context of its decisions on 
the other reforms. 

(h) Introduction of Discount for Owner Occupiers 

83. The Committee identified the following views on this option from the Department’s report on 
the consultation and from the evidence provided to the Committee: 

Arguments For Discount for Owner 
Occupiers 

Arguments Against Discount for Owner 
Occupiers 

Would mitigate against the high cost 
associated with home ownership. 

Relief already available to owner occupiers in the 
form of a discount for prompt payment. 

Popular in parts of USA though some 
States limit the allowance to the elderly or 
the disabled. 

A crude and regressive blanket relief system which 
applies to all eligible households irrespective of 
income or need. 

 Inequitable as people in rented property are 
excluded. 

 Will result in a lower tax base and a higher tax 
rate. 

 Existence of housing benefit and the low income 
relief scheme render this unnecessary. 



Arguments For Discount for Owner 
Occupiers 

Arguments Against Discount for Owner 
Occupiers 

 
Difficult to argue that owner occupiers (but not 
second home owners) in selected areas should get 
a subsidy when they are the primary beneficiaries 
of local services. 

 Difficult to identify homeowners in an occupier 
based system. 

Arguments For Rating of Second 
Homes Arguments Against Rating of Second Homes 

Targeting of second home owners would 
address community imbalance from the 
spread of holiday homes and private 
student accommodation. 

Potential problems with definition and policing. 
Difficult to administer scheme where owners of 
second homes charged a supplementary rate or a 
discount applied to permanent residents. 

Ownership of second homes, especially in 
high demand areas, inflating the value of 
all properties in the area and thus the rate 
liability. 

No consensus on how second homes should be 
treated (i.e. higher rates as an owner has 2 or 
more properties or lower rates due to limited 
occupancy). 

 
University of Ulster research indicated that second 
home owners were not significantly affected by 
concerns over tax or level of rates payable. 

84. In his evidence to the Committee, John Simpson took the view that, in respect of discount 
for owner occupiers, on an ability to pay argument, there is a case for treating all residential 
properties on the same basis until a justification for variations emerges. The IRRV questioned 
the policy objectives of the discount for owner occupiers option and argued that, if it was an 
attempt to prevent second home ownership, it would be better to examine the level of charge on 
second homes. DFP confirmed to the Committee that the main objective of the option was to 
address the issue of second homes. 

85. ERINI, on the other hand, raised the question of whether it is a good idea to discriminate 
against asset investment and contended that any decision in this area involved weighing up 
rising property values against use of services (i.e. ability to pay and the benefit principle). 

86. In considering this option, the Committee has also taken account of DFP’s summary analysis 
of the associated costs, benefits, and impacts. (see Annex A) 

87. The Committee considers that the option of introducing discount for 
owner occupiers should instead be framed in terms of applying an additional 
rate on second homes. Having considered the available evidence, the 
Committee believes that a fuller assessment of the potential administrative 
impediments to introducing a rating on second homes, together with the 
associated costs and benefits, will be required before this option can be 
considered further. 

(i) Rates Credits 

88. The Committee identified the following views on this option from the Department’s report on 
the consultation and from the evidence provided to the Committee: 



Arguments For Arguments Against 

Consistent with active climate change 
policies. 

NIE already provides cash back if a home installs 
cavity wall or loft insulation. Also provided free to 
low income households. 

Investment in specified energy saving 
improvements and potential part-funding 
from energy producers. 

 

Similar scheme operates under Council Tax 
in GB and partly funded by one of the utility 
companies. 

 

89. The Committee noted that, in responding to the consultation, the World Wide Fund for 
Nature made a proposal for a rate rebate for household energy efficiency improvements, 
specifically in relation to the installation of loft and cavity wall insulation. The Committee was 
informed that DFP is thoroughly investigating this option, along with other environmental options 
such as charging for refuse collection or awarding tax credits and will engage further with the 
Committee on this policy area. Whilst the form and scale of such credits has yet to be actively 
explored, the Committee believes that the issue should be on the Executive’s agenda. 

90. The Committee is aware, nonetheless, of the argument put forward by ERINI that, when 
rates are used to induce changes in behavior or investment in property for particular functions, 
there should be both a market failure argument in favour of the intervention and evidence that 
this is the most cost effective way of achieving the desired objective. The Committee agrees that 
any new scheme would need to complement the existing schemes for low-income groups and 
address existing access difficulties. 

91. In considering this option, the Committee has also taken account of DFP’s summary analysis 
of the associated costs, benefits, and impacts. (see Annex A) 

92. The Committee considers that the option of rates credits for 
environmental measures, including energy efficiency improvements in the 
home, is deserving of careful consideration and calls on the Department to 
engage further with stakeholders, including the Committee, to establish the 
potential of this option. 

Strand 2 Options (wider options for reform that consider ways of replacing or 
supplementing the new capital value system with alternative ways of raising 

revenue) 

Case for Considering Alternatives to Property Tax 

93. The Committee has considered the relative merits of property tax and the alternative and 
complementary systems of taxation. On the one hand, property tax can be seen as inherently 
regressive – representing a larger burden for low-income taxpayers. The Committee noted from 
research which it commissioned, that recent criticism of property tax has prompted many USA 
states to limit property tax revenues. Also, local governments have been increasingly relying on 
other broad-based taxes to finance local spending; income taxes and retail sales taxes have 
been used in this regard. Closer to home, the Scottish National Party (SNP) has announced that 
it intends to introduce a capped local income tax by 2010. 



94. On the other hand, the Committee recognises that, due to visibility and immobility, property 
tax is hard to avoid, stable and easily enforceable. Also, the Committee is aware that the choice 
of tax can also creates incentives and can cause tax competition between regions, and this is a 
consideration in terms of any proposal to move away from the present property-based system in 
NI. 

(a) Banding of Capital Values (Council Tax Type System) 

95. The Committee identified the following views on this option from the Department’s report on 
the consultation and from the evidence provided to the Committee: 

Arguments For Arguments Against 
Conclusions in University of Ulster 
research (2003), which found 
against banding, may be different 
based on today’s property values. 

University of Ulster research and DFP impact assessments 
show that a discrete capital value system for NI would be 
more progressive, more new TSN positive and easier to 
understand. 

Eight banded model may enable an 
equitable distribution. 

NI already in advantageous position of having completed 
valuation process and has established information base. 
Current NI system gives wider spread and avoids tensions 
of setting band boundaries which subsequently need to be 
updated regularly. 

Properties of a similar value have a 
similar tax burden. 

Tax burden is increased on lower value properties and 
reduced on higher value properties, thus inherently 
regressive in nature. 

Facilitate parity with GB. Caps liability at top end of property market. 

 Artificially restrained so that those at the bottom pay no 
more than one third of those at the top. 

 Graduated tax system is a more viable option. 

96. ERINI pointed out to the Committee that NI currently has a dual system with individual 
capital values and rate liabilities up to £500k and a zero rate band thereafter, meaning that until 
the cap is reached, households with property of different capital value pay a different amount for 
the same services. ERINI also explained that, as with any tax, people of high net worth, who are 
extremely valuable to the community and the economy, can and will adjust their affairs, 
including residency, when marginal tax rates become punitive. 

97. In its evidence, IRRV explained that banding was introduced in GB as the quickest way of 
replacing the poll tax and led to imprecise ‘front door’ valuations, whereas much more precise 
information is now held on properties in NI. They stated that the system was hopelessly out of 
date in GB and that the introduction of a graduated tax would render the banding system 
irrelevant. 

98. In considering this option, the Committee has also taken account of further analysis from 
DFP. (see Annex B) 

99. The Committee recommends that the option of banding capital values is 
not ruled out until the Department establishes whether the conclusions of the 
University of Ulster research in 2003, which found against banding, would be 
different, based on present property values. 



(b) Local Income Tax 

100. The Committee identified the following views on this option from the Department’s report 
on the consultation and from the evidence provided to the Committee: 

Arguments For Arguments Against 
Could replace the regional rate, 
with the district rate continuing to 
be property based, thereby 
reducing administrative 
impediments. 

Considerable operational/administrative difficulties and costs 
(e.g. issues around self-employed, unearned income, 
avoidance). 

Taxing income fairer than taxing 
property as it is a truer reflection 
of ability to pay. 

Would penalise hard working families and act as a 
disincentive to work (thereby exacerbating economic 
inactivity). 

Significant redistribution of tax 
burden from retired households 
to working age population. 

Not truly accountable nor transparent. 

The SNP decision to introduce a 
capped local income tax by 2010 
may provide a model for NI to 
follow. 

Potential economic consequences would disadvantage NI as 
a tax competitor and may act as a disincentive for people to 
locate here (inc. NI-born graduates). High earners and large 
companies may relocate. 

Some of the drawbacks of a local 
income tax could be mitigated to 
an extent through the application 
of the option at a NI-wide level. 

International experience of reluctance of central 
government to share this tax base with local government. 

There are several international 
examples of an income tax 
funding local or regional services. 

Could represent a considerable additional administrative 
burden on local employers. 

 
In the most extreme case of local income tax replacing a 
property tax, there could not be a housing benefit element 
related to rates. Unless rents fell on a £ for £ basis with rate 
decrease low income households would be worse off. 

 May impact on wage inflation especially minimum wage. 

101. The Committee noted that the majority of respondents supported further work being 
carried out in this area. During the Committee’s considerations, the view was expressed that it 
should be considered only in respect of the regional rate, and not the district rate, due to 
administrative difficulties if applied at a local level. John Simpson argued that a local supplement 
to income tax, as an alternative to part of the domestic rates, has attractions, especially if the 
domestic rates on property values are considered too high and are generating objections as 
being inequitable or insufficiently progressive. This raised the possibility of an income tax 
supplement accruing to the Executive, with domestic rates remaining as the main source of 
income for local government reshaped under RPA, allowing a single standard rate to be applied 
and avoiding the need to attribute the supplement to local authorities. 

102. The Committee noted from the research, however, that whilst less regressive than property 
tax and better linked with ‘ability to pay’, a specific criticism of local income tax is based upon 
the ‘Tiebout hypothesis’. This states that an individual chooses where he/she wants to live, at 
least in part, by weighing costs (taxes) against associated benefits (public services) – known as 
“voting with feet”. This may be a particularly important consideration for NI, given the land 
border with RoI and given the economic benefits of attracting NI-born graduates back from GB. 



103. In its evidence, ERINI stated that virtually all taxes have disincentive effects that can be 
hard to comprehend. A tax on capital values is a disincentive to acquire larger houses and taxes 
on income are a disincentive to work. Income tax rises may encourage workers to work less 
hours or try to pass on the tax to the employer. 

104. IRRV contended that this option would completely restructure the tax system and had 
concerns that the quality of information held by the Inland Revenue was unknown. They also 
raised accountability and transparency issues given that the public generally know their rates bill 
but do not know the amount which they pay in income tax. In response to questioning from the 
Committee, IRRV argued that to replace just the regional rate with a local income tax would be 
less complex to administer and that potential replacement of the district rate could be further 
complicated by implementation of the RPA and what this may mean for council responsibilities. 

105. The Committee is aware of the SNP proposals to replace council tax (and council tax 
benefit) with a local income tax, with the aim of introducing a regime which is based intrinsically 
on ability to pay. Current estimates are that this policy would leave a £450m revenue shortfall, 
which the SNP argues could be absorbed from efficiency savings in local authority councils of 
1.5% per annum for 3 years. The Committee recognises that, should this policy come to fruition 
in Scotland, NI will have a test bed for local taxation close at hand. On this point, ERINI advised 
that, rather than rushing into such fundamental change, in the absence of evidence the 
Executive may wish to monitor the outcome of the Scottish experience. 

106. In considering this option, the Committee has also taken account of further analysis from 
DFP. 
(see Annex B) 

107. Having considered the available evidence, the Committee recommends 
that the option of a local income tax should not be considered further at this 
stage, but that the option should be reviewed in the longer term and in light 
of any future experience of a local income tax operating in Scotland. 

(For amendments moved to the Report and not agreed and for details of divisions see the 
Minutes of Proceedings of 24 October 2007 in Appendix 2). 

(c) Income Tax Varying Powers 

108. The Committee identified the following views on this option from the Department’s report 
on the consultation and from the evidence provided to the Committee: 

Arguments For Arguments Against 
Assembly could have the ability to 
modify or supplement income tax 
within certain parameters. 

UK government would need to change Northern Ireland 
Act (1998). 

Progressive and aligns closely with 
‘ability to pay’ (depending on 
model). 

Although Scottish Parliament has similar powers it has 
been reluctant to use them. 

 
Costs Scotland approx. £8 million a year to keep the 
necessary systems in place to allow the option to be used. 
Will also cost them about £10 million to activate those 
systems. 



Arguments For Arguments Against 

 
Scottish model (assuming the same model for NI) could be 
perceived as regressive as it relates only to the basic level 
of income tax. 

 As with local income tax, could present a tax disadvantage 
for NI economically. 

109. The Committee is aware that the Scottish Executive has the power to adjust income tax by 
a maximum of 3p, a power which they have not exercised to date. This power, for whatever 
reason, applies only to income earned at the basic rate, with earnings above this effectively 
protected from local tax. This characteristic of the system has been widely criticised and, in the 
view of the Committee, may partly explain why the power has not been used. 

110. In considering this option, the Committee has also taken account of further analysis from 
DFP. 
(see Annex B) 

111. Having considered the available evidence, the Committee recommends 
that the option of income tax varying powers should not be considered 
further at this stage. 

(For amendments moved to the Report and not agreed and for details of divisions see the 
Minutes of Proceedings of 24 October 2007 in Appendix 2). 

(d) Local Sales Tax 

112. The Committee identified the following views on this option from the Department’s report 
on the consultation and from the evidence provided to the Committee: 

Arguments For Arguments Against 
Widely used elsewhere but usually as a 
modest supplement to other sources of 
finance. 

Regressive – fall most heavily on those least able to 
pay – and untested. 

 Previous studies have eliminated this as a long-
term option. 

 Burt Review queried whether a local sales tax may 
be incompatible with EU law. 

 
Administrative impediments. Also, feasibility may be 
limited if the goods could be purchased tax free in 
RoI. 

 Globalisation of market place and rise in internet 
buying limits effectiveness. 

113. Both the Burt Review and the evidence from IRRV questioned the legality of this policy 
under EU law and the IRRV also explained that a sales tax would have a complicated relationship 
with VAT. 

114. In considering this option, the Committee has also taken account of further analysis from 
DFP.  
(see Annex B) 



115. Given its limited feasibility and the potential impracticalities and 
administrative difficulties, the Committee agreed that a local sales tax should 
not be pursued as an option for raising revenue in NI. 

(e) Poll Tax 

116. The Committee identified the following views on this option from the Department’s report 
on the consultation and from the evidence provided to the Committee: 

Arguments For Arguments Against 
Fairer to tax all adults rather 
than just householders. Failed in GB. 

 No relation to property. 
 Does not relate to ability to pay. 

 Historical evidence suggests significant difficulties in 
collection in an era where people can and do move around. 

117. The Committee noted the failure of this policy in GB and the historical evidence of 
significant collection difficulties. The option also does not relate to the guiding principle of ‘ability 
to pay’ and members therefore agreed that this option should not be considered further. 

118. In considering this option, the Committee has also taken account of further analysis from 
DFP.  
(see Annex B) 

119. The Committee recommends that the option of a poll tax is ruled out, not 
least because of the failure of the policy in GB and the fact that it does not 
relate to ability to pay. 

(f) Tourist Tax 

120. The Committee identified the following views on this option from the Department’s report 
on the consultation and from the evidence provided to the Committee: 

Arguments For Arguments Against 
Lyons Report concluded that local authorities 
should be given discretion to levy a tourist tax. Tourist industry in NI needs room to grow. 

Works best when tourist demand is little affected 
by price. 

NI economy becoming more dependent on 
tourism and this would be detrimental. 

Infrastructure built around visitors should be paid 
for by tourists. 

 

121. The Committee agrees with the view expressed in the consultation report that this could be 
detrimental to the tourist industry and have a subsequent effect on the economy as a whole, at 
a time when the industry needs to be encouraged to expand. The Committee takes the view 
that, before any decision is taken to pursue this option and to add to tourism costs, further study 
and consultation with stakeholders is required. 



122. One issue to be considered is whether the tax would be localised, in which case those 
district councils with the most popular tourist attractions would benefit most, or regionally taxed 
and distributed to councils via a mechanism such as population. 

123. Regarding possible collection difficulties, the Committee heard evidence from IRRV that it 
would be relatively easy to add a charge to hotel bills which would subsequently be paid to a 
central fund and arguably that a 1% surcharge would not deter tourists. 

124. The Committee agreed that the option should be kept on the agenda, with further research 
on the economic impacts and with consideration given to the possibility that any revenue raised 
could be ringfenced to develop tourist facilities. 

125. In considering this option, the Committee has also taken account of further analysis from 
DFP. 
(see Annex B) 

126. Having considered the available evidence, the Committee recommends 
that the option of a tourist tax should not be taken forward at this time as 
this could adversely affect NI’s tourism industry at a critical stage in its 
development. The Committee also considers that if a local tourist tax was to 
be introduced in the longer term, following consultation with stakeholders, 
there would be merit in the resultant revenue being ringfenced for further 
enhancement of the tourist product. 

(g) Road Charging 

127. The Committee identified the following views on this option from the Department’s report 
on the consultation and from the evidence provided to the Committee: 

Arguments For Arguments Against 

Will become more prominent 
with diminution of fossil fuels 
and impact of global warming. 

Federation of Small Businesses highlighted that the Scottish 
Government recently published a Bill to abolish road tolls 
across Scotland and is of the opinion that tolls and congestion 
charges are stealth taxes dressed up as tackling climate 
change. 

Adheres to principle of ‘polluter 
pays’. Potentially unacceptable to general public. 

Road space limited and 
therefore a valuable commodity 
which needs to be rationed to 
obtain maximum value. 

Could have disproportionate impact on those with lower 
incomes. 

Technology available to give 
options for revenue raising. 

Expensive to police, which would need to be accounted for in 
calculating net benefit. 

128. In giving evidence, John Simpson argued that charging for access to town centres and use 
of new roads and bridges must be on the agenda if this access is to be manageable, but 
questioned current planning policy in Belfast which reduces access by denying planning 
permission for car parks. Mr Simpson also argued that it should be left to retailers to judge the 
economics of building car parks, with Government and local authorities developing counter-
congestion policies. 



129. In its evidence, IRRV explained that policy decisions in this area depended on policy 
objectives (to raise revenue or manage congestion) and on political decisions on the treatment 
of motorists. IRRV gave the example of congestion charging in London as evidence that such a 
policy can work administratively, but questioned whether it was meeting its policy objectives. 

130. The Committee received information of a survey recently conducted by the Federation of 
Small Businesses which found that vehicles are crucial to over 90% of NI businesses and 70% 
could not reduce their usage. The survey also concluded that NI businesses, which regularly 
trade with, or make deliveries to Belfast city centre, would face a considerable burden with the 
introduction of a congestion charge for Belfast and many of these businesses are already paying 
extremely high insurance, energy and rates bills. 

131. The Committee notes that further ideas are needed on how congestion or access charges 
might be levied. The Committee considers that detailed research needs to be undertaken on the 
potential economic impact of such a policy and the number of businesses which could potentially 
relocate (e.g. from Belfast) if charges were introduced. 

132. In considering this option, the Committee has also taken account of further analysis from 
DFP. 
(see Annex B) 

133. Whilst recognising that there was no clear consensus in the evidence as 
to the merits of road charging, the Committee recommends that the 
Department considers the option further, particularly in terms of its potential 
economic impact, costs and benefits, feasibility, effectiveness in reducing 
road congestion and in the context of decisions on the other rating reforms. 

(h) Green Taxes 

134. The Committee identified the following views on this option from the Department’s report 
on the consultation and from the evidence provided to the Committee: 

Arguments For Arguments Against 
Lyons Report called for local authorities to be empowered to charge 
for domestic waste collection in a way that reflects community 
preferences. 

Disproportionate impact 
on those with lower 
incomes. 

Environmentally friendly. Potentially unacceptable 
to general public. 

Stable and certain revenue stream.  

Difficult to evade and quite enforceable.  

RoI policy on plastic bags has worked effectively. It has cut plastic 
bag use by approximately 90%, and proved to be a very useful 
income stream, with €75m being raised since its introduction in 
2002 and €18.8m raised in 2006. 

 

135. The Committee notes that present thinking in this area is on charging for waste collection 
or disposal. In his evidence, John Simpson highlighted the dilemma of devising a charging 
mechanism which does not incentivise ‘fly-tipping’ or other types of fraud. 

136. The IRRV gave evidence to the Lyons Review on this policy area and, in its evidence to this 
Committee, emphasised the need to incentivise recycling, rather than penalise it as part of the 



tax raising process. IRRV also explained that it was logical to start in the home with such policies 
and then move to industry and raised the possibility of householders being issued with ‘green 
cards’ and receiving credits for environmentally friendly actions. In the view of IRRV, there was 
little research to date on how policies in this area could be implemented and not enough work 
being undertaken to forge partnerships with the private sector. IRRV has agreed to submit a 
further policy paper to the Committee and members have agreed that this should be shared with 
the Department to inform further considerations in this area. 

137. In its evidence to the Committee, ERINI agreed that incentives worked better than 
penalties, provided that the correct incentives were introduced and stated that the policy 
objectives needed to be agreed from the start – whether to raise revenue or modify behaviour. 

138. In considering this option, the Committee has also taken account of further analysis from 
DFP. 
(see Annex B) 

139. The Committee concludes that the option of green taxes/credits 
warrants careful consideration and looks forward to engaging with the 
Department and with other stakeholders to examine the range of possible 
approaches in this area and the associated merits. 

(i) Land Value Taxation 

140. The Committee identified the following views on this option from the Department’s report 
on the consultation and from the evidence provided to the Committee: 

Arguments For Arguments Against 

Encourages urban renewal, reduces 
dereliction and redistributes wealth. 

May encourage over-development of valuable land 
along the coast, inappropriate development of the 
countryside and cramming property into city/town 
centres. 

Free of the problems of avoidance and 
evasion. Narrower tax base and would not be transparent. 

Existing property taxes create a 
disincentive to developing land and 
improving properties as this results in 
tax. 

Previous instances of land taxation in the UK were 
not significantly successful. 

Research suggests that current UK fiscal 
policy is actively undermining attempts 
to increase housing supply. 

Advocates referred to Denmark and New Zealand as 
examples of potential success. Both countries have 
recently removed major forms of LVT. 

Applicability to shortage of housing in NI 
as it could motivate development. 
Pittsburgh (USA) case indicates success 
in this area. 

Could be issues regarding fluctuations in land values 
and interactions with the planning system – e.g. 
would speculators be awarded a Land Value credit if 
the value of their land fell? 

Cannot be avoided by keeping land 
unused. 

Could affect pensioners with very low incomes but 
valuable land. 

 
Represents a major shift in the local taxation burden 
from those who own property to those who own 
land. 



141. The Committee recognises that the general concept behind land value tax is that it applies 
to the ‘highest and best use’ value of the land rather than that of any buildings and is payable by 
the owner not the occupier. The rationale is that it encourages optimal use of land as the tax 
liability will be the same whether the land is left derelict or fully utilised. The Committee is aware 
that one argument against property tax is that, when faced with penal tax rates, owners often 
find it easier to make the property derelict rather than bringing it back into use. 

142. Research commissioned by the Committee highlighted Pittsburgh as an interesting example 
of a seemingly successful regime. The Committee noted that fifteen Pennsylvania cities now use 
a two-rate approach to property tax: the tax on buildings is decreased, thereby providing an 
incentive to build and improve properties; the levy on land is increased, thus discouraging land 
speculation and encouraging development. There has been a considerable expansion in building 
activity and 85% of homeowners pay less with this policy than they do with the traditional 
approach. Those who do pay more tend to be wealthier homeowners. The research also 
suggests that this policy could result in a redistribution of the tax burden from residential 
ratepayers towards commercial and agricultural land-owners and that appropriate exemptions 
would be required to protect conservation areas. 

143. The Committee has been briefed on the ongoing research by UU on the potential for land 
value taxation and agrees that the planned pilot study of the Belfast area will influence decisions 
as to whether this is worth considering as a policy option and examining in greater detail next 
year. DFP has agreed to provide the Committee with a report on the completed UU research and 
has confirmed that consultation and a full impact assessment would be completed before 
possible implementation. 

144. In its evidence, ERINI contended that this was an effective way of curbing speculation and 
its introduction should be a gradual process working in tandem with a property tax. Care would 
need to be taken, however, on the extent to which the tax could be transferred, as the tax could 
affect local business if landowners passed on costs. IRRV considered that it would be much 
easier to impose this tax on the domestic sector, but in a mature city such as Belfast, non-
domestic land (which would yield most revenue) could be owned by as few as fifteen 
landowners, resulting in the need for a high tax rate, which could potentially be passed on to the 
public. 

145. The Committee also considered the fact that registration of land ownership is more complex 
in NI and that this could cause further problems. The Committee acknowledges that a tax on 
land value would restrict the tax base and that a more logical approach might be to introduce 
such a tax in conjunction with a property tax, which would widen the tax base and facilitate 
charging more people less tax. 

146. The Committee had some concerns around the inclusion of agricultural land for taxation 
and considered that the tax should have an urban focus – especially on derelict land. Uncertainty 
in relation to planning and lack of current area development plans are, in the view of the 
Committee, a major impediment in developing this option. 

147. In considering this option, the Committee has also taken account of further analysis from 
DFP. 
(see Annex B) 

148. The Committee considers that the research and analysis of land value 
taxation is at too early a stage to make even an initial assessment of the 
potential merits of this option as a replacement or supplement to the 
property-based system of local taxation. 



(j) Derelict Land Taxation 

149. The Committee identified the following views on this option from the Department’s report 
on the consultation and from the evidence provided to the Committee: 

Arguments For Arguments 
Against 

Close the loophole of owners leaving land derelict to avoid taxation which 
in turn would benefit the community and raise revenue. 

Limited revenue 
implications. 

May satisfy other policy aims (e.g. economic development or the 
provision of affordable housing). 

 

150. In his evidence to the Committee, John Simpson pointed to the logic of rating derelict land 
at least on the capital value of the site and raised the related question of the possibility of 
placing a rates demand on land zoned for development which is being held without action. Mr 
Simpson also argued that land zoned with planning approval for residential development should 
be rated on its enhanced capital value with ‘use it or lose it’ approaches to planning permission. 
IRRV was also in favour of this option, but stated that the definition of ‘derelict’ land would need 
careful consideration. 

151. In considering this option, the Committee has also taken account of further analysis from 
DFP, which was provided to the Committee on a restricted basis (see Annex B) 

152. The Committee recommends that derelict land taxation should be 
introduced in respect of land zoned for development, on the basis that this 
will help prevent land being left derelict to avoid taxation, whilst raising 
revenue and also supporting other policy aims, including economic 
development and the supply of affordable housing. 

Other Issues 

Transparency and Rates Bills 

153. The Committee concurs with the Consumer Council’s view that this review provides an 
opportunity for steps to be taken to give consumers a clearer understanding of what they are 
paying for and that a lack of public debate and understanding of the issues related to paying for 
public services through rates or other methods has led to a decline in public confidence and buy-
in. The Committee notes that Consumer Council research has shown that consumers are 
confused over what rates pay for and particularly by the regional/district rate split in their 
bills. The Committee recommends that the Regional Rate and District Rate element of 
rates bills should be clearly differentiated on household rates bills, including 
specification of the precise sum that is being allocated to each. 

154. The Committee notes that many of the respondents to the DFP consultation expressed the 
view that there should not be a separate charge for water as it should be, and already was, 
included in rates bills. The Consumer Council supported the Minister of Finance and Personnel’s 
view that rating reform must be viewed in the context of Executive decisions on the funding of 
water and sewerage charges and is of the view that a holistic approach needs to be taken to 
total household bills, instead of looking at the impact of rates reform in isolation. The Consumer 
Council argued in its submission that the amount already paid for water through the rates should 
be deducted if a new water charge is introduced, in order to overcome the belief amongst 
consumers that they are being asked to pay twice. The Council calculated the amount to be 



between £160 and £165 per household in 2007. The Committee notes that the recent 
recommendations from the Independent Review of Water Reform, led by Professor Paddy 
Hillyard, include measures to address this anomaly. On this point, however, the Committee is 
also aware that the Committee for Regional Development is seeking assurance on the feasibility 
of the Land and Property Services agency assuming the additional responsibilities in respect of 
billing. Whilst welcoming the approach of the Executive in recognising the existing contribution 
from ratepayers towards the cost of water services, the Committee calls on the Department 
to ensure effective communication with ratepayers to promote public confidence and 
understanding of how the revenue from rates helps fund public services, both 
centrally and locally. The Committee’s comments in this section are limited to the matter of 
transparency, and are made without prejudice to wider discussion on the recommendations of 
the Independent Review of Water Reform. 

Effect of Future Revaluation 

155. Concerns were expressed in the consultation about the impact of a future revaluation if the 
existing system were to be retained. Such concerns were also discussed during the evidence 
session with Citizens Advice and it became clear to the Committee that there was a 
misunderstanding amongst the public at large around the effects on rates bills following the next 
revaluation. The Committee considers that the Department should take immediate 
steps to assuage public concern that any subsequent increase in capital value will 
lead to a similar increase in an individual rates bill and to offer reassurance that the 
consequences of revaluation will be revenue neutral. 

Uptake of Reliefs/Benefits 

156. In its evidence to the Committee, DFP revealed that significantly less than 50% of those 
eligible under the rate relief scheme are actually claiming relief, with take-up in the owner 
occupied sector significantly lower (42%), and that this was partly due to misconceptions about 
the support available to them. The Committee requested further information on take-up from the 
Department, including how it may be affected by the level of relief received, to determine 
whether take-up was extremely low amongst those entitled only to low rates of relief. DFP 
responded by advising that detailed information on the level of take-up of rate rebate/rate relief 
in NI was not readily available and that how it may be affected by the level of relief received was 
also unavailable at present. 

157. The Committee heard evidence of the various reasons for poor take-up including lack of 
communication, cultural issues, people making the wrong assumptions and groups that are hard 
to reach. Citizens Advice informed the Committee that very often people are simply unaware of 
benefit entitlement, especially owner occupiers and people over 60, and it called for more 
publicity, targeted especially at older people. Other potential factors include literacy and sensory 
impairment and the possibility that the anti-fraud campaign may have an adverse impact 
through intimidating older people out of claiming means-tested benefits as they fear there is 
going to be an overpayment for which they will be subsequently liable. 

158. Whilst explaining the impediments to increasing take-up of reliefs, DFP has outlined for the 
Committee a number of options which could be considered, including streamlining the 
application process, data sharing with other agencies and working in partnership with third party 
organisations to raise awareness and to target difficult to reach groups. The Committee has 
obtained a commitment from DFP to examine the report by the House of Commons Select 
Committee on Communities and Local Government on the take-up of council tax, for issues 
relevant to NI. 



159. The Committee considered how the public could be made more aware of benefit 
entitlement and especially the role which organizations, such as Citizens Advice, can play in this 
regard. The forthcoming NI Direct system may, in the view of the Committee, provide an initial 
contact point through which callers could be referred to a more localised voluntary organisation 
or agency. The Committee acknowledges that government departments are reliant to some 
extent on organisations, such as Citizens Advice, to perform this informative role and believes 
that such organisations therefore need to be resourced accordingly. Also, the Committee is 
concerned that the current drive for benefit take-up is being adversely affected by cuts in the 
number of Social Security Agency benefit advisors and that this is placing increasing pressures 
on voluntary organisations providing information and advice. 

160. When the Committee was finalising this report members received correspondence from the 
NI Fair Rates Campaign, which provided information relating to the uptake of housing benefit 
and rate rebate claims from owner occupier ratepayers (Appendix 4). Members agreed to seek 
clarification from the Department on the issues raised in this correspondence and the response 
from DFP has also been included as an appendix to this report (Appendix 5). 

161. On the basis of the evidence received, the Committee concludes that there is a 
widespread problem with low uptake of rate reliefs (which also affects the level of 
rate rebate) and believes that this is a missed opportunity both in respect of relieving 
hardship and in terms of benefits revenue forgone to NI. The Committee, therefore, 
considers that the Department should pursue vigorously the measures identified for 
improving take-up of reliefs, which include the simplification of the application 
process and working more closely with other government agencies to identify those 
eligible for reliefs and with voluntary organisations to raise awareness amongst 
difficult to reach groups. 

IT Deficiencies 

162. Members also took evidence from Citizens Advice regarding the problems generated by 
incompatible IT systems in the public sector. The Committee was advised that the system used 
for rate collection does not interact correctly with those used for the payment of housing benefit 
and rate reliefs, with the result that rate reliefs are being manually processed. Citizens Advice 
also advised that this is not due to be fixed until sometime in 2008 and suggested one of the 
first outputs from any new system should be an all-in-one letter to claimants incorporating 
housing benefit and rate relief. The Committee also heard evidence of sixteen page computer-
generated letters sent to inform claimants merely of the amount of housing benefit awarded, 
whilst manual letters were found to be succinct and easy to understand. 

163. In view of the aforementioned difficulties, the Committee recommends that the 
Department explores the potential for improved data sharing between relevant 
agencies, and in particular the possibility of the Land and Property Services agency 
having access to the Social Security Agency’s database, which holds details of benefit 
entitlement, to make the applications process faster and more efficient. Whilst 
recognising that provision for increased data sharing in NI may require primary legislation, the 
Committee considers that such impediments can and should be overcome when the purpose is 
to share data for the common good. 

164. For ratepayers struggling with debt, Citizens Advice has advocated a role for an 
intermediary, similar to the partnership which the organisation has with the Housing Executive 
for tenants who fall into arrears. The Committee believes that the Department should give this 
proposal consideration. 

Equality Impact Assessment (EQIA) 



165. The Committee sought clarification from the Department on the equality impact 
assessments to be carried out prior to implementation of any of the options. The Department 
has explained that most of the strand 1A and many of the strand 1B options are mitigating 
measures which address shortcomings, and therefore will not be subjected to the full 7-stage 
EQIA. However, the Department has assured the Committee that it is actively considering all 
measures for likely differential impact on Section 75 groups and that all strand 2 proposals must 
be subjected to full EQIA before any legislation can be presented to the Assembly. 

166. The Committee recognises that no such assessment was carried out on the creation of a 
maximum cap and that any further proposals on this option may require full EQIA. 

Rural Proofing 

167. The Committee received further information from the Rural Community Network (Appendix 
4) in relation to its submission to DFP’s consultation. The Network expressed some concern at 
the lack of reference to its submission in the consultation report and, in particular, highlighted 
the following recommendations to the Committee: 

 an annual rural proofing analysis of the impact of rates bills, comparing rural and urban 
areas; 

 regular analysis of rates relief uptake on a geographic basis linked to an analysis of low 
income earners with output areas; 

 regular report on the use of and satisfaction with the appeal process on an urban and 
rural basis; and 

 ensuring that all District Councils and other bodies, funded through rates, provide full 
and accurate information on their income and expenditure and how they have used our 
money. 

The Committee calls upon the Department to respond to these recommendations. 

Conclusion 

168. The Committee has carefully considered all the policy options set out in the terms of 
reference for the Review of the Domestic Rating System and, based on the information and 
evidence available, has recommended a number of options for the Department to pursue, whilst 
ruling out others. The Committee recognises that, in the short to medium term, the scope for 
reform of local taxation in NI is constrained by the present legislation, in particular Paragraph 9 
of Schedule 2 to the Northern Ireland Act 1998, which classifies as excepted matters both UK-
wide taxes and duties and taxes and duties which are ‘substantially of the same character’. 
However, the Committee has been advised that, even within existing legislative parameters, 
there are opportunities to create a more progressive system of regional taxation that would not 
adversely affect economic development. 

169. The Committee looks forward to further engagement with the Department on the options 
which will be subject to further research and consideration, including the strand 2 issues which 
would require primary legislation. In the more immediate term, the Committee will welcome 
early sight of the proposals for subordinate legislation to implement the reforms to be in place by 
April 2008. The Committee will also welcome engagement with the Department on the potential 
reforms to non-domestic rating, including industrial derating and the case for a small business 
rates relief scheme, and considers that these reforms cannot be considered in isolation to the 
other areas of local taxation. 



[1] The report on the consultation is available at the following website 
http://www.ratingreviewni.gov.uk/ 

[2] DFP has subsequently lifted the restrictions on the analysis of policy options and these are 
included at Annexes A and B. 

Annex A –  
DFP Summary Analysis of Strand 1 Options 

Strand 1a 
Changes to the Level of the Maximum Capital Value 

Background 

A maximum capital value was introduced into the domestic rating system in April 2007 as part of 
the rating reforms following representations made by the local political parties at the St Andrews 
negotiations in late 2006. The current maximum capital value was set at properties with a capital 
value of £500,000. This level was chosen so as to ensure that the highest domestic rates bills in 
Northern Ireland were similar to the highest that existed in Great Britain at that time under the 
council tax system. 

Options 

The options examined were: 

 Reduce cap to £400,000 
 Reduce cap to £300,000 
 Reduce cap to £300,000 for pensioners and keep at £500,000 for others 

Impact 

The table below shows the cost of a maximum cap at each level, in terms of revenue loss, as 
well as the number of properties likely to benefit and the increase in the average rates bill as a 
result. 

CAP LEVEL Total Revenue 
shortfall 

No. of properties 
benefiting 

Maximum 
bill 

Increase 
on 
Average 
Bill 

£500k £2.5 - £3m 2 – 2,500 £3,500 £2 
£400k £4.5 - £5m 5 – 5,300 £2,800 £4 
£300k £10.3 - £10.5m 14,000 £2,100 £9 
£300k for 
pensioners £3 - £3.5m 4,000 pensioners, 

2,000 others See above £3 

Wider Impact 

http://archive.niassembly.gov.uk/finance/2007mandate/reports/report06_07_08r.htm#footnote-116717-1-backlink
http://archive.niassembly.gov.uk/finance/2007mandate/reports/report06_07_08r.htm#footnote-116717-2-backlink


The vast majority of properties which benefit from this maximum capital value are in a small 
number of council areas. For example, at the current £500k level, 48% of beneficiaries are in 
Belfast and 27% are in North Down. 

71% of those benefiting from a £500,000 cap were in the highest “Managerial/Professional” 
socio-economic classification used in the Census. Even at a £300,000 cap, some 64% are still in 
this category. 

The policy tends to have a more negative impact on rural wards, although this effect decreases 
as the cap level falls. 

Initial analysis of the impact on Section 75 groups suggest that a maximum capital value is more 
likely to benefit males, those with dependents, those without a disability, married persons and 
those from a Protestant community background. 

Legislative implications 

Subordinate legislation would be required to change the level at which the maximum capital 
value is set. The relevant regulations would be subject to the affirmative in draft procedure of 
the Assembly. This option is therefore legislatively possible by April 2008 although it is uncertain 
whether it would gain the support of the Assembly. 

Administrative implications 

Operationally, changing the level of the maximum capital value is viable for April 2008. 

Consultation 

42 responses referred to the maximum capital value issue. 18 individuals and 6 organisations 
supported it; 3 individuals and 15 organisations opposed it. A number of responses to the 
consultation suggested that capital values should be capped at £300,000. This was also the view 
of the Fair Rates Campaign. 

Introduction of Minimum Capital Value 

Background 

While the domestic rating system is considered to be purely a property tax, the introduction of a 
minimum capital value would recognise the fact that there is a minimum limit to the level of local 
and regional government services that can be consumed by a household. As with the maximum 
capital value, the minimum capital value would be set in terms of capital values. That is, once 
the limit is chosen, any property with a capital value below that limit would be rated as if its 
capital value is at that limit. 

Options 

The options examined were: 

 Introduce a minimum capital value at £75,000 (the lowest such council tax bill in 
2007/08 is £454. Based on the average rate in Northern Ireland, this would relate to a 
property with a capital value of approximately £75,000) 



 Introduce a minimum capital value at £50,000 (this relates to the lowest council tax band 
which exists in Wales, uplifted to January 2005 values) 

 Introduce a minimum capital value at £62,500. 

Impact 

The following table shows the revenue gain associated with a minimum capital value and the 
number of properties faced with a higher rate bill as a result: 

Minimum CV Revenue increase 
(compared with current system) 

No. properties 
less than Minimum CV 

£50k £6 - £6.5m 56,000 
£62.5k £13 - £14m 125,000 
£75k £27 - £28m 210,000 

Wider Impact 

Belfast is the council area with the highest number within each limit, although not 
disproportionately so. Craigavon, Derry, Lisburn and Newtownabbey also appear to be the 
councils most impacted. There is also a fair degree of concentration of affected properties at 
ward level. For example, around 14.8% of properties adversely affected are in just 10 wards. 

A minimum capital value is more likely to affect properties in urban wards 

There is a link between the proportion of properties in a ward affected by a minimum limit and 
the level of deprivation in a ward. For example, the bottom decile of wards in terms of 
deprivation contains just under 25% of all affected properties, while the least deprived decile has 
only around 1.7% of all such properties, at all minimum cap levels. 

Initial section 75 impact analysis suggests that the measure would tend to have a greater impact 
on those over 60, females, those without dependents, those with a disability, single persons and 
persons from a Protestant community background. The degree of differential impact reduces as 
the minimum level increases. 

Legislative implications 

The introduction of a minimum capital value would require subordinate legislation. The relevant 
regulations would be subject to the affirmative in draft procedure of the Assembly. This option is 
therefore legislatively possible by April 2008 although it is uncertain whether such a measure 
would gain the support of the Assembly. 

Administrative implications 

The development and testing of IT systems necessary to introduce this measure may push 
implementation beyond April 2008. 

Consultation 

13 responses referred to the issue of a minimum capital value, with 12 organisations against and 
1 ratepayer in favour. 



Introduction of the Rating of Vacant Domestic Property 

Background 

Under the current domestic rating system, no rates are paid on properties which are deemed to 
be vacant. This is unlike the situation in GB under Council Tax, where vacant domestic properties 
are liable for taxation at 50%, following an initial six month exemption period. 

Options 

The review examined the option of matching the approach taken under Council Tax. That is, an 
initial 6 month exemption followed by 50% liability. 

Other options include 100% rating of vacant properties or only rating those properties above a 
certain capital value. These have not been examined here, although other analysis has been 
carried out by the University of Ulster which has been made available to the Committee. 

Impact 

It is estimated that there are some 50,159 vacant domestic properties in Northern Ireland of 
which 10,597 are classed as never having been occupied. 

In the first year of rating, applying a six month exemption and a rate of 50% the maximum rate 
revenue that could be collected from these properties is £7.7m, based on 2007/08 poundages. 
This is the total rate revenue, combining district and regional rates. Thus, £4.46m of this would 
consist of regional rate revenue. 

Without the exempt period, the maximum potential revenue is £15.4m. 

Wider Impact 

Around 20% of the domestic vacant properties are in Belfast. Next highest is Newry (5.87%) and 
Derry (5.1%). Lowest proportions are in Moyle (1.33%) and Ballymoney (1.34%). 

Urban wards have a higher level of vacant properties than their proportion of the overall 
population would suggest. Rural wards are marginally under-represented. 

One of the main reasons why vacant rating was not introduced previously was the perceived 
high administrative costs, compared to the potential revenue (running costs at the time of the 
2004 policy paper were estimated by RCA at around £0.5m, compared to a potential revenue in 
the first year of £2.55m. More recent cost projections are not yet available but it is expected to 
be significantly more given the Agency’s recent experience of non domestic vacant rating). 

Legislative implications 

The introduction of the rating of vacant domestic property would require subordinate legislation. 
The relevant regulations would be subject to the affirmative in draft procedure of the Assembly. 
This option is therefore legislatively possible by April 2008. 

Administrative implications 



Given the need to develop systems to take account of likely exemptions and the need to 
establish a robust database of ownership details, it is unlikely that implementation of this 
measure could be achieved by April 2008. 

Consultation 

27 (6 ratepayers and 21 organisations) responded in relation to vacant rating with 21 in favour, 
including 4 ratepayers. 

Amendments to the Rate Relief Scheme 

Background 

The low income rate relief scheme was introduced in April 2007. The scheme was based on the 
housing benefit rate rebate scheme, which was the main form of relief available for ratepayers in 
Northern Ireland prior to April 2007. The rate relief scheme sits above the housing benefit 
system and therefore provides relief over and above that available through housing benefit. 

Figures available from LPS, which relate to claimants who are owner occupiers, show that there 
are 5,136 awards of rate relief in 2007/08. 2,110 of these rate relief claimants are getting full 
relief and 3,046 partial. For those receiving full rate relief, the average award is £99.88; for 
those on partial rate relief, it is £183.14.There are also 54,203 ratepayers being awarded 
housing benefit rate rebate in 2007/08 and the average award of those in receipt of housing 
benefit is £515.61. 

Information available from the Northern Ireland Housing Executive, which administers the 
schemes for those in the social and private rented sectors, show that of 19,243 tenants eligible 
for rate relief (i.e. who are not getting full housing benefit), 12,587 are in receipt of rate relief. 
The average annual award for these recipients is £100.36. 

Options 

There are a wide range of variables which contribute to the calculation of an award within the 
scheme. The table below lists the options and variations which have been examined: 

Option Sub-option Cost/Benefit 
(from FRS) 

Increase the personal allowances 
which are part of the Applicable 
Amount 

Increase all personal allowances by 
10% 

Cost = £7.87m 
No. benefiting = 
13,600 

Increase all personal allowances by 
20% 

Cost = £15.16m 
No. benefiting = 
24,580 

Increase single person personal 
allowance by 10% 

Cost = £3.29m 
No. benefiting = 
6,180 

Increase single person personal 
allowance by 20% 

Cost = £5.47m 
No. benefiting = 
8,090 



Option Sub-option Cost/Benefit 
(from FRS) 

Increase single pensioner personal 
allowance by 10% 

Cost = £2.21m 
No. benefiting = 
5,200 

Increase single pensioner personal 
allowance by 20% 

Cost = £4.52m 
No. benefiting = 
7,100 

Increase personal allowance for 
single pensioners and pensioner 
couples by 10% 

Cost = £5.49m 
No. benefiting = 
8,590 

Increase personal allowance for 
single pensioners and pensioner 
couples by 20% 

Cost = £10.05m 
No. benefiting = 
13,390 

Increase child personal allowance 
by 10% 

Cost = £2.24m 
No. benefiting = 
6,920 

Increase child personal allowance 
by 20% 

Cost = £3.15m 
No. benefiting = 
8,150 

Increase the premiums which form 
part of the Applicable Amount 

Increase all premiums by 10% Cost = £0.47m 
No. benefiting = 350 

Increase all premiums by 20% 
Cost = £0.93m 
No. benefiting = 
1460 

Increase family premium by 10% Cost = £0.13m 
No. benefiting = 350 

Increase family premium by 20% 
Cost = £0.265m 
No. benefiting = 
1050 

Increase pensioner premium by 
10% No effect 

Increase pensioner premium by 
20% No effect 

Increase disability premium by 
10% 

Cost = £0.32m 
No. benefiting = 350 

Increase disability premium by 
20% 

Cost = £0.63m 
No. benefiting = 750 

Increase carer premium by 10% No effect 
Increase carer premium by 20% No effect 

Increase the amount of income 
disregarded within the Assessable 
Income calculation 

Increase by 10% 
Cost = £0.44m 
No. benefiting = 
1400 

Increase by 25% 
Cost = £1.13m 
No. benefiting = 
2710 



Option Sub-option Cost/Benefit 
(from FRS) 

Increase by 50% 
Cost = £2.37m 
No. benefiting = 
6,000 

Increase the amount of savings 
which are disregarded as part of the 
calculation 

 Not yet available 

Increase the upper threshold for 
savings above £16,000 

Increase to £20,000 for all 
Cost = £1.81m 
No. benefiting = 
5,548 

Increase to £30,000 for all 
Cost = £3.22m 
No. benefiting = 
7,680 

Increase to £50,000 for over 60’s Cost = 0 
No. benefiting = 0 

Reduce the rate at which savings are 
counted as weekly income 

Reduce tariff rate to £1 for every 
£500 for all 

Cost = £0.41 
No. benefiting = 830 

Reduce the ‘taper’ (the rate at which 
Excess Income affects rate relief) 
below 12% 

Reduce taper to 10% 
Cost = £4.48m 
No. benefiting = 
12,900 

Reduce non-dependent deductions Reduce by 25% No effect 

Wider Impact 

Derry and Belfast have the highest proportion of claimants, followed by Strabane. The lowest 
proportions are in North Down and Castlereagh. 

As the level of deprivation in a ward increases, so does the proportion of persons in a ward in 
receipt of Housing Benefit. 

Receipt is most prevalent in urban wards. 

Legislative implications 

Amendments to the existing rate relief scheme would require subordinate legislation. The 
relevant regulations would be subject to the negative resolution of the Assembly. This option is 
therefore legislatively possible by April 2008. 

Administrative implications 

Operationally, amendments to the existing rate relief scheme could be delivered by April 2008. 

Consultation 

A number of the consultation responses referred to the issue of rate relief for pensioners. Some 
of these contained a request for a substantial non-means tested allowance for pensioner 
occupiers or a permanent or automatic discount. 



Twenty responses supported increasing the savings/capital limit; four responses supported 
passporting onto the Rate Relief Scheme those on other benefits. Two respondents were against 
means testing. 

Revise the Existing Provision for Education and Training Relief 

Background 

The reforms which accompanied the 2007 revaluation included a relief for those in full time 
education and training. Specifically, this measure formed part of a provision providing 100% 
relief from rates where a dwelling is occupied wholly by certain eligible persons. Those eligible 
persons consisted of those in full time education, those in full time training, persons under 18 
and young people leaving care. In addition, the scheme also included an exemption from rates 
for university halls of residence. 

Options 

In the short term, the whole relief scheme (or those elements pertaining to education and 
training) could be revoked so that it no longer operates within the Northern Ireland rating 
system. Some saving provision may have to be made for those that have already taken up the 
scheme. 

In the longer term, the scheme could be changed so that the relief is targeted differently, for 
example it could be targeted at those households where the head of household or their partner 
is in full time education. Alternatively, the target for relief could be those households where the 
student resides in the parental home. (Both of the above options could also be linked to the level 
of household income, although this has not been analysed). 

Impact 

Current scheme 

It had been estimated that there were between 3 and 4,000 eligible properties. Thus, providing 
a 100% relief from rates would lead to a revenue loss of around £2.5 - £3m. The numbers 
associated with the reliefs for other young people were considered to be low. However, the 
exemption for university halls of residence was estimated to cost a further £1m per annum in 
lost revenue. Thus, while take up at present is low, the scheme could in total potentially cost 
£3.5 - £4m each year. The rate of application has been low so far (only 338 applications by 2 
Sept 2007), although the start of the new academic year may change this. 

Alternative Options 

Looking at the alternatives identified, analysis of the census data suggests that there are 
approximately 5,000 households in Northern Ireland in which the head of household or their 
partner is in full time education. Awarding such households a 25% reduction in their bill would 
cost £900,000 - £1m per annum. A 100% reduction would in itself cost £3.5 - £4m. It is likely 
that, with any such scheme, the exemption for halls of residence as well as the relief for other 
young persons would remain. The cost of these would therefore have to be added. 

At the time of the last census, there were 18,960 full time students living in the family home. 
This represented 53% of all FT students. There may have been some over-estimation due to 
mis-reporting but this is difficult to estimate. Using this figure and the average rate bill for NI, a 



25% discount for all households where a FT student resides in the parental home would cost 
£3.335m in 2007/08. 

Wider Impact 

Information from the census is not reliable, making the wider impact difficult to examine. Using 
available data there is a suggestion that the lowest proportion of FT students over 19 living at 
home is in Coleraine, followed by Belfast and that the highest proportion is in Dungannon and 
Magherafelt. 

Legislative implications 

Revocation of the existing relief would require subordinate legislation. The relevant regulations 
would be subject to the negative resolution of the Assembly. This option is therefore legislatively 
possible by April 2008. Savings provisions would be required for those already in receipt of the 
relief. 

Amendments to the existing relief would however require primary legislation which means that 
this would not be legislatively possible by April 2008. 

Administrative implications 

Operationally, revocation of the scheme would be possible by April 2008. Delivery of 
amendments to the scheme would depend on the nature of the amendments. 

Consultation 

Many of the consultation responses, while not favouring the format of this relief scheme, did feel 
that there was some merit in providing support for those in full time education. 

Of those responding to the consultation, 38 (18 ratepayers and 20 organisations) raised the 
issue of rate relief for full time students. 36 responses were opposed to the relief. Many 
responses were concerned that the blanket relief was not targeted at other more ‘worthy’ groups 
such as pensioners. 

Introduction of Deferment Scheme for home owning Pensioners 

Background 

Deferment schemes exist in order to provide relief to homeowners through allowing them to 
defer their property taxes until the house is sold. In most cases where this exists, the relief is 
usually confined to the elderly and the disabled. The scheme is not usually means tested and 
could prove particularly attractive to those with a low or fixed income occupying a high valued 
property. 

Options 

As part of this review, the option has been considered of introducing a rates deferment scheme 
for pensioners. Under such a scheme, home owning pensioners (that is, those owning their 
home outright or with sufficient equity) could choose to defer all or part of their annual rate bill. 
They could do so until such times as the property on which the bill is being deferred is then sold. 
A rate of interest would be applied to the ongoing deferred amount. 



Impact 

The impact of such a scheme would depend both on the criteria established to determine 
eligibility as well as the rate of take up by ratepayers. For example, in British Columbia, where 
such a scheme exists, it is restricted to those who are 55 or older and who have a minimum 
equity of 25% in their homes. Elsewhere in Canada, in Prince Edward Island, the comparable 
scheme sets the minimum age at 65 and includes a further criterion that the household income 
is less than $30,000. 

Evidence is available to suggest that many pensioners who own their homes have either paid out 
their mortgage in full or have very low mortgage costs. Thus, given the data that was available 
on pensioner home owning households, it was assumed that 75% of these would have sufficient 
equity to join the scheme. Then, based on the levels of take up experienced internationally, it 
was decided to test the scheme at various levels of take up. The table below records the results 
of this analysis: 

Estimated Annual Revenue Loss Associated with a Deferment Scheme 

  1% take up 5% take up 10% take up 
Revenue loss £565,674.60 £2,828,373.02 £5,656,746.04 

It is important to note, though, that the net cost of the scheme each year will, of course, be 
lower than this as the properties which are part of the scheme are sold and deferred bills are 
then paid, with interest. The scale of any net cost will depend on the rate of repayment 
compared to the rate of take up as well as the comparative rate bill of those joining and those 
leaving the scheme. 

Wider Impact 

The cost of the scheme in lost revenue is highly sensitive to the rate of take-up. It is also 
dependent on the level of take-up across councils. The above estimates assume a uniform rate 
across the country. Thus, a higher take-up rate in, for example, Belfast, which has 18.12% of 
pensioner home owning properties and 20.73% of the eligible tax base, would have a more 
significant impact on overall cost than in other council areas. 

The average capital value of the home owning pensioner properties from the (matched) census 
sample is just over £120,000. However, the average capital value of non-home owning pensioner 
properties is just £86,779. 

In terms of the equality impact, the census analysis suggests that the policy is more likely to 
benefit persons who are female, without dependents, with a disability, widowed or divorced and 
of a Protestant background. Such a result is unsurprising and reflective of the demographic 
profile of this section of the population. 

Legislative implications 

The introduction of a deferment scheme would require subordinate legislation. The relevant 
regulations would be subject to the affirmative in draft procedure of the Assembly. This option is 
therefore legislatively possible by April 2008. The provisions are however likely to be complex 
and may require considerable research which may be difficult to complete within the short space 
of time available. 



Administrative implications 

In operational terms delivery by April 2008 is difficult to assess at this point but given its likely 
complexity, April 2009 is considered a more viable date. Further work would be required to 
determine how exactly the scheme would operate. 

Consultation 

Nineteen respondents referred to the issue of a deferment scheme for pensioners. Of those who 
responded 4 organisations and one individual ratepayer were in favour of its introduction and 12 
organisations and one ratepayer were against. One organisation was undecided. 

Revise the Early Payment Discount 

Background 

Under the current arrangements for the payment of rates, a discount of 4% is available to those 
that pay in full within one month of the issue of their bill. Otherwise, payment can be made in 
monthly instalments over 10 months. 

The level of discount was last reviewed in 1983, at which time the rate was increased from 2.5% 
to 4%. In 2006/07, there were 134,389 ratepayers that took advantage of the early payment 
discount. This represents around 19% of all domestic ratepayers. The total value of this discount 
in 2006/07 was approximately £3.87m. 

Options 

The options examined were: 

 Abolish the discount 
 Reduce the discount to pre-1983 level of 2.5% 
 Retain the discount but target differently, at those who pay by Direct Debit (not 

examined below) 

Impact 

The regional rate bears the total cost of the discount. There is therefore no impact on the 
amount of rate revenue District Councils receive. The 4% discount is currently accounted for in 
the regional rate calculations through the adjustment factor. The removal of the discount would 
therefore mean an increase in the collection rate and, as a result, the adjustment factor. 

Were the same households to benefit in 2007/08, the revenue loss would be in the region of 
£4.69m. Removing this lost revenue from the adjustment factor has only a marginal impact on 
the regional rate that could have been set. That is, average bills could have been around £3 
lower this year as a result. 

Wider Impact 

The council area with the highest proportion of households in receipt of the discount are in 
Moyle and Ballymena. Lowest proportions are in Belfast and Derry. 



Analysis carried out at ward level suggests that as the level of deprivation in a ward increases, 
the rate of early payment discount reduces. 

The discount is more likely to be claimed in rural and mixed urban/rural wards. 

There is some evidence that those over 60 are more likely to avail of the discount. 

Legislative implications 

Changing the level of the discount awarded for early payment would require subordinate 
legislation. The relevant order would be subject to the affirmative resolution of the Assembly. 
This option would therefore be legislatively possible by April 2008. Assembly support would 
however be difficult to predict. Attempts in the 1980s to abolish it met with considerable 
opposition. 

Changing the purpose of the discount for example to incentivise direct debit payment would 
however require primary legislation which would mean that this option would not be legislatively 
possible by April 2008. 

Administrative implications 

Operationally, changing the level of the discount would be possible by April 2008. 

Consultation 

Eight respondents commented on the early payment discount with two organisations for and one 
ratepayer and 5 organisations against. The 5 organisations against revision of the early payment 
discount scheme were however in favour of retaining the current discount. 

Re-profile the existing Transitional Relief Scheme 

Background 

The move from rental to capital values which formed part of the domestic rate reforms had 
resulted in many ratepayers facing significant increases in their rate bills. In response, Direct 
Rule Ministers decided to provide transitional relief to those ratepayers that were most affected. 
This relief was awarded automatically to those households whose bill increased by 33% or more 
than it would otherwise have been this year under the old NAV system. 

Options 

The options for amending the scheme relate to the level of increase at which the relief would 
apply and to the rate at which the increase is phased in. 

The most realistic option to allow a change to be made in time for bills issuing in April 2008 
would appear to be to increase the time over which eligible ratepayers’ bills are phased in. The 
option examined here is to phase in bills over 5 years instead of 3. That is, while the relief would 
still only be awarded to those households whose bills increased by 33%, it would be phased in 
over an additional 2 years. 

Impact 



Just under 100,000 households would benefit from this scheme. The cost in lost revenue would 
be as follows: 

  Revenue loss (revised scheme) Revenue loss (current scheme) 
Year 1 £16.9m £16.9m 
Year 2 £13.6m £11.3m 
Year 3 £10.2m £5.7m 
Year 4 £6.8m - 
Year 5 £3.5m - 

Wider Impact 

An analysis of the breakdown of benefiting households by council area also shows that Belfast is 
by some way the largest beneficiary, with 29% of all such properties, despite only having a 
17.6% population share. 

The average capital value of eligible households is approximately £140,000. This is substantially 
above the average capital value for Northern Ireland as a whole, which is close to £111,400. The 
average capital value of properties that are not eligible for this relief is £107,000. 

The table below compares the distribution of those eligible for transitional relief across socio-
economic group with the distribution for the entire population. As the table shows, those in the 
“Managerial/Professional” category are more likely to be eligible for relief while those in “Routine 
Occupations” are less likely. 

Socio-economic 
Category 

Percentage of category 
with TR 

Percentage of category 
across NI 

Managerial/Professional 26.07% 22.81% 
Intermediate/Small 
Employer 28.16% 28.51% 

Routine Occupations 25.35% 32.47% 
Unemployed/Student 6.52% 6.24% 
Not classified/coded 13.89% 9.97% 
All properties in NI 26.07% 22.81% 

Detached and terraced properties are also more likely to be eligible, as are those in rural wards 

The policy has a slightly more beneficial impact on those over 60, those with dependents and 
single people. This outcome, though, may be as a result of the fact that these groups are over-
represented in council areas such as Belfast which are more likely to be eligible for transitional 
relief. 

Legislative implications 

Changes to the existing scheme would require subordinate legislation. The relevant regulations 
would be subject to the negative resolution procedure of the Assembly. This option is therefore 
legislatively possible by April 2008. 



Administrative implications 

Operationally, changes to the existing scheme could be delivered by April 2008. However, 
awareness raising would be essential given that this is currently one of the biggest sources of 
enquiries from ratepayers. 

Consultation 

A total of 10 respondents commented on the issue of transitional relief. All of those were 
organisations and were in favour of the relief. Five of the 10 suggested an extension or a re-
profiling of the scheme. 

Strand 1B Graduated Tax System 

Background 

A graduated tax system establishes a standard rate up to a certain threshold of capital value, 
which every property pays. Properties whose capital value exceeds the threshold then pay an 
alternative rate. The graduated rate could either be upward, so that those above the threshold 
pay a higher tax rate, or it could be a downward system. A graduated system reflects the 
argument over the need to balance ability to pay with payment for services. In other words, a 
downward graduated system would support the view that there are limits to the consumption of 
government services from those in the highest valued properties. 

Options 

The options examined were: 

 Reduced regional rate for those in the upper quartile (CV above £135,000) 
 Reduced regional rate for those in the upper two quartiles (CV above £95,000) 
 Increased regional rate for those in the upper quartile 
 Increased regional rate for those in the upper two quartiles 
 In terms of the change in rate for those above the threshold, the option chosen was a 

35% change. 

Impact 

The table below looks at the percentage change in average rates bill for those in each quartile as 
a result of the various options: 

  
Downward 
Graduation for 
Top 25% 

Downward 
Graduation for 
Top 50% 

Upward 
Graduation for 
Top 25% 

Upward 
Graduation for 
Top 50% 

Q1 
(lowest 
CV) 

5.69 10.43 -18.07 -12.85 

Q2 5.76 10.57 -11.99 -12.55 
Q3 5.77 5.06 -1.52 -5.78 



  
Downward 
Graduation for 
Top 25% 

Downward 
Graduation for 
Top 50% 

Upward 
Graduation for 
Top 25% 

Upward 
Graduation for 
Top 50% 

Q4 
(Highest 
CV) 

-5.52 -9.11 10.89 12.07 

As the table shows, the impact of a downward graduation is of most benefit to those in the 
upper quartile. Note that even with a downward graduation for the top 50% of properties, 
because of the need to ensure revenue neutrality, those in the third quartile end up paying a 
higher bill. Similarly, with an upward graduation applied to the top 50%, those in the third 
quartile have a reduced bill. 

Wider Impact 

The councils with the highest proportion of properties in the upper quartile are Castlereagh 
(44.81%) and North Down (44.50%). The council areas with the lowest proportion are Omagh 
(10.2%) and Strabane (17.58%). Belfast has a fairly even distribution of capital values across 
the quartiles. 

Legislative implications 

The introduction of a graduated tax system would require primary legislation. 

Consultation 

Three organisations commented on a graduated tax system and all were against its introduction. 
One organisation made reference to work carried out in this area which suggests an increased 
tax burden on the lowest three quarters of properties when compared to a discrete capital value 
system. 

Single Person Discount 

Background 

A single person discount operates within the context of the Council Tax system in Great Britain 
but not within the domestic rating system in Northern Ireland. The rationale for a single person 
discount under Council Tax is based on the fact that the tax is part personal and part property 
tax. The personal element assumes that there are two adults residing in the property. Where this 
is not the case, a 25% discount applies. 

It is not based on ability or inability to pay and there is evidence of widespread abuse (fraud) in 
GB with up to 33% of households in some local authorities claiming single person discount for 
Council Tax. 

Options 

The options considered were: 

 25% discount for all ratepayers 
 25% discount for single pensioners only 



 25% discount for single pensioners over the age of 75 only 

Impact 

Using analysis from the census, it is possible to estimate the number of single persons that 
occupy properties in Northern Ireland and thus would be eligible for a discount, as well as the 
total cost in lost revenue, as highlighted in the table below: 

Relief No. of properties Estimated Revenue loss 
Single person 190,000 £28m 
Single pensioner 92,000 £13.8m 
Single pensioner over 75 46,000 £6.8m 

Recovering the £28m from ratepayers would add around another £40 to the average bill. It is 
worthwhile noting also that the average capital value of single adult households is £90,969 which 
is well below that for non-single adult households (£120,106) so the bills for this group would 
generally be lower anyway. 

Wider Impact 

Almost one quarter of single person households are in Belfast. The policy would also tend to 
benefit urban areas most. 

A single person discount would have a broadly positive socio-economic impact. 

The groups that are most likely to benefit are those over 60, females, those without dependents 
and, of course, those who are not married. Persons with a Protestant community background 
also tend to benefit more. This trend is repeated when the discount is targeted at those over 60 
and 75, although persons with a disability are also more inclined to benefit. 

A single person discount would be applied prior to any assessment for housing benefit or rate 
relief. Thus, clearly, any decision to provide such a discount could have a significant impact in 
terms of the cost of these reliefs. 

Alternative Option – One-off Payment for Single Pensioners over 75 

Another alternative, certainly in the interim period prior to the implementation of a single 
person/pensioner discount, is to award the group a one-off reduction in their rate bill, for 
example £200. A similar award was made to all pensioner households throughout the UK 
recently. Thus, there is some precedent for such an approach. Based on the estimates reported 
earlier, a £200 payment to single pensioners over 75 would cost in the region of £9.2m, which is 
higher than the cost of a 25% discount for this group. Again, there would be an impact on other 
reliefs, since much of this cost to pensioners may currently be being met by either housing 
benefit or rate relief. 

Legislative implications 

The introduction of a single person discount would require primary legislation. However, it would 
be possible to introduce a single pensioner discount for over 75s through subordinate legislation, 
subject to further consultation on the matter, which means that legislatively it could be 
introduced in April 2008. 



Consultation 

Of those who responded to the consultation, 50 (29 ratepayers and 21 organisations) specifically 
referred to the issue of a Single Person Discount and 49, including all the ratepayers, were in 
favour of its introduction. One organisation was opposed to it. 

11 (4 ratepayers and 7 organisations) specifically referred to the issue of a single pensioner 
discount. Ten of these, including all the ratepayers, supported the introduction of this measure. 
16 (7 ratepayers and 9 organisations) specifically referred to an automatic discount for 
pensioners. Fourteen were in favour, including all the ratepayers, and 2 were against the 
introduction of this measure. 

Broadening of the existing Disabled Persons Allowance provision 

Background 

The Disabled Persons Allowance scheme currently provides a 25% rate rebate for ratepayers 
whose homes have been adapted to meet the needs of a disabled resident. 

It is a simplification of the existing DPA scheme, to speed up the process and is more generous 
than the previous scheme in terms of average award. It is modelled on the GB scheme but is 
also more generous (equivalent DPA scheme under Council Tax provides for a 20% reduction). 

Rationale is not to disadvantage those who have had to make modifications to their home (or 
buy or rent a specially designed home) to meet their (or a member of the household’s) particular 
needs. 

Ratepayers with disabilities who receive rate relief will be eligible for enhanced relief under this 
scheme 

Options 

A number of responses to the consultation suggested that the DPA scheme should be changed 
so that award of the relief is not dependant on adaptation to the property but rather should be 
available to all persons with a disability. To test this, the review therefore also examined the 
impact of using receipt of Disability Living Allowance (DLA) as a passport for eligibility for a new 
Disabled Persons Relief scheme. The options examined were: 

 Increase allowance under current scheme to 30% 
 Provide 25% discount to all on DLA 
 Provide 25% discount to those on higher rate DLA (variations) 

Impact 

Option Revenue Loss No. benefiting 
Current allowance £2m 10,000 
Increase allowance to 30% £2.3m 10,000 
25% discount for all on DLA £27m 170,000 
25% discount for all on higher rate care £5.3m 30,000 



Option Revenue Loss No. benefiting 
25% for all on higher rate mobility £6.9m 40,000 
25% for all on either higher rate care and mobility £4.9m 28,000 

Wider Impact 

12.78% of current DPA recipients reside in Belfast, although this is an under-representation 
compared to its population share. The highest proportions of population share are actually in 
Armagh, Craigavon and Cookstown. 

With DLA, however, around 20% of all cases are in the Belfast council area. Derry is next highest 
with 8%. Thus, receipt of DLA appears to match trends for wider benefit uptake, whereas the 
distribution of DPA awards seems to be more evenly spread. 

At ward level, the rate of DLA uptake in a ward increases as the level of deprivation in a ward 
increases. Again, the relationship between deprivation and DPA is not as direct. 

DLA tends to favour urban wards but only slightly. 

Legislative implications 

Broadening the existing Disabled Persons Allowance scheme would require primary legislation. 

Consultation 

There were 34 responses in total which related to the Disabled Persons Allowance scheme, 16 of 
which were from individuals and 18 from organisations. One issue which was raised repeatedly 
was the belief that any allowance should be awarded on the basis of disability rather than simply 
because a house has bee adapted to suit the needs of a resident with a disability. Several 
respondents commented that, for example, some, such as those who are blind or mentally 
impaired, might not have such adaptations and therefore would not currently qualify. 

Circuit Breakers 

Background 

Circuit Breakers are a method of targeting tax breaks at particular groups and are widely used in 
the US. A circuit breaker limits the percentage of income that is spent on property taxation. 18 
US states deliver around $3 billion of relief per year through circuit breaker programmes. The 
maximum income level for circuit breaker varies significantly across states ranging from 
$200,000 in New Jersey (in 2004) to $5,500 in Arizona (in 2004). Every state that uses circuit 
breakers has set a cap on the amount of relief awarded, which varies between $1,530 in 
Minnesota to $250 in New Mexico. The percentage of income threshold amount also varies from 
1% to 9%. 

An important consideration is that these jurisdictions do not provide the safety net of a centrally 
funded housing benefit scheme, which currently supports 25% of the lowest income households 
in NI (the majority of whom pay no rates) 

Analysis 



Analysis has been carried out using the Family Resources Survey which examined the proportion 
of income spent on rates by various groups. While this does not show what the cost would be of 
a circuit breaker type scheme in Northern Ireland, it does show what proportion of income is 
spent on rates by different groups. 

As can be seen from the tables below, it is clear that the award of rebate/relief has a dramatic 
impact on this proportion. 

Proportion of Income Spent 
on Rates (before reliefs) 

% of 
Households 

% of 
Population 

% of 
Children 

% of 
Pensioners 

0%-5% 62 68 71 42 
5%-10% 6 5 3 9 
10%+ 32 27 26 49 

Proportion of Income Spent 
on Rates (after reliefs) 

% of 
Households 

% of 
Population 

% of 
Children 

% of 
Pensioners 

0% 30 26 25 48 
0%-5% 65 70 72 48 
5%-10% 4 3 2 4 
10%+ 1 1 1 0 

Legislative implications 

The introduction of circuit breakers into the Northern Ireland rating system would require 
primary legislation. 

Consultation 

While not referring specifically to the option of a circuit breaker, some respondents did suggest 
that there should be a cap set on the proportion of a person’s income which is spent on rates. 
These suggestions ranged from a cap at 3.5% to 8%. Of those responding to the consultation, 3 
(one ratepayer and two organisations) specifically referred to circuit breakers. 

Enhanced Discount for Farmers 

Background 

Under the current system, properties that are held with agricultural land and are occupied by a 
person whose primary occupation is farming are valued on the basis that they will always be 
used and occupied as such. The purpose of this measure is to ensure that the potential impact of 
any speculative interest on the value of a farmhouse such as, for example, if it is close to a 
major tourist or urban area, is disregarded. It is also intended to take account of the fact that, 
due to their occupation, farmers tend to live on the land and have limited mobility because of 
this. The effect of the rule is that the capital value of farmhouses in Northern Ireland are 
typically reduced by 20% for rating purposes 

There have been some calls, prior to and during the recent consultation, that the capital value 
placed on farmhouses should reflect the planning restriction that is normally placed on them and 
which, therefore, inhibits their true market value. That is, current planning policy is that 
permission will only be granted for a dwelling house on a farm if a number of criteria are met, 



such as that its construction is essential to the needs of the farm, that the farm business is 
established and viable and so on. Those highlighting this have therefore suggested that this 
restriction is taken in account when properties are valued. 

Options 

A number of options therefore exist to reform the way in which agricultural properties are valued 
for rating purposes. The following have been examined for the purposes of the review: 

 Increase valuation reduction, for example to a standard 25%. This would mean that the 
current situation would apply, whereby those properties that are deemed to be tied to 
agricultural land and in which the occupier’s main employment is on the adjoining farm 
would have an increased reduction in the value of their property. 

 Change legislation so that valuation reduction only applies to those properties which 
have an agricultural occupancy clause. 

 Change legislation so that valuation reduction applies to those properties that are either 
classified as agricultural properties for the purposes of rating or have an agricultural 
planning restriction. 

 Change legislation so that an additional valuation reduction is applied to those properties 
that have an agricultural occupancy clause as well as a valuer reviewed reduction. 

Impact 

LPS provided information on 39,386 properties which their records showed were in receipt of a 
20% reduction in capital value because of their farmhouse status. The average capital value of 
these properties prior to the allowance being applied was £133,436. Following the reduction, the 
average capital value falls to £106,749. The impact on rate revenues of this reduction in capital 
values in 2007/08 is £6.63m. 

Increasing the allowance to 25% would obviously increase the overall revenue loss associated 
with this relief. The additional cost associated with the level of relief in 2007/08 would have been 
£1.68m. 

Wider Impact 

The reduction in the value applied to farmhouses will also have an impact on the district rate, 
since the tax base on which rates are set will obviously be lower. Those council areas most 
affected include Armagh, Cookstown, Dungannon, Fermanagh, Magherafelt, Newry and Omagh. 
Those least affected councils include, not surprisingly, those which centre around major urban 
areas, such as Belfast, Castlereagh, Derry, Lisburn and North Down. 

The geographical distribution of those properties in receipt of the allowance is interesting, given 
the perceived rationale for the policy which is to protect those farmhouses which are near high 
demand areas. That is, the number of properties in locations such as the North Coast and the 
Belfast hinterland which have been awarded the allowance is relatively low. 

The average ward NIMDM score of those properties in receipt of this relief is 18.85, compared to 
a NI average of 22.18. A higher NIMDM score indicates a higher level of deprivation. 45% of 
benefiting households are classified as “Intermediate/Small employer” by the census. 

The census analysis also suggested that any policy to extend the relief available to this group 
would have a more positive impact on males, those over 60, those who are married and those 



without dependents, which perhaps reflects the profile of the farming community in Northern 
Ireland. 

There is a suggestion that the occupancy clause is more likely to have been placed on to more 
modern properties and, therefore, any policy to limit the discount solely to those that have this 
clause would discriminate against older farmhouses. The average year of build of those 
farmhouses which are currently in receipt of the allowance is 1928. In addition, around 72% of 
these properties were built in 1930 or earlier. Therefore, if the assumption is correct and only 
more modern properties are subject to this clause, then the option of including only those 
properties which are bound by the clause obviously has the potential to exclude a large number 
of farmhouses currently in receipt. 

Legislative implications 

Increasing the valuer based reduction would not require any legislative change as this would be 
done at an operational level by LPS. 

The option of changing the valuation assumptions to take into account agricultural planning 
restrictions would however require primary legislation. 

Consultation 

Eight responses (one ratepayer, one MLA and 6 organisations) specifically referred to the issue 
of enhanced discount for farmers. All were in favour. They were also keen to encourage a 
sustainable industry. 

Discount for Owner Occupiers 

Background 

Discounts for owner occupiers are popular within the property taxation systems of many parts of 
the United States, where it is known as a ‘homestead allowance’. The level of discount varies, as 
does eligibility, with some administrations restricting the allowance to the elderly and disabled. 

Options 

Options exist around the level of discount that should be awarded and the groups that should 
receive it. In many states in the U.S., the allowance represents a standard reduction in the 
actual valuation, rather than a percentage decrease. However, in this analysis, a percentage 
reduction only has been applied. A reduction of 10% in capital value has been chosen to 
illustrate the impact. 

In terms of who should be eligible for the relief, two options have been examined. These are: 

 Apply the relief to all owner-occupiers 
 Apply the relief only to pensioner owner-occupiers. 

Impact 

It has been estimated, using the census match, that there are approximately 511,000 properties 
in Northern Ireland which are owner-occupied. The average capital value of these properties is 
£127,000. A 10% discount in the valuation for these properties would therefore result in a 



revenue loss of somewhere in the region of £40m per annum. This would add around £59 to the 
average bill, if the lost revenue was recovered from ratepayers. 

A discount for pensioner homeowners only would benefit around 132,000 households. The total 
cost, had it been introduced this year, would have been £9.8m in lost revenue. 

Wider Impact 

Belfast has the lowest proportion of owner-occupiers amongst all the councils, although the 
average capital value of these properties in Belfast is quite high (£140,100). North Down has 
both the highest proportion of properties in this sector (82%) and the highest average capital 
value for this type of property (£166,730). 

In terms of a pensioner discount, North Down would be the council area most affected, along 
with Castlereagh. 

An assessment of the socio-economic status of those benefiting, based on the census indicates 
that those in the ‘Managerial/Professional’ and ‘Intermediate/Small Employer’ categories are 
most likely to benefit. As the table below indicates, though, the measure, while benefiting these 
groups, the tendency is not an overwhelming one: 

Socio-Economic 
Category 

Percent of owner occupier 
household (%) 

Percent of all 
households (%) 

Managerial/Professional 28.21 22.81 
Intermediate/Small 
Employer 33.11 28.51 

Routine Occupations 27.51 32.47 
Unemployed/Student 2.64 6.24 
Not classified/coded 8.53 9.97 

Analysis at ward level using the NIMDM score does present a clearer indication. This analysis 
involved breaking down wards in Northern Ireland in terms of the proportion of a ward which is 
made up of owner occupied properties. These are then separated into deciles, with decile 1 
having the lowest proportion of owner occupiers. The table below then shows the average ward 
NIMDM score of each decile. 

 



here are no significant equality concerns related to a general owner occupier discount. There is a 
tendency for the policy to be more likely to benefit Married persons, which is not an unsurprising 
outcome. 

A discount for pensioners only has a more significant differential impact, with those over-
represented also including Females, those without dependents and persons with a disability. As 
with other policies which are targeted at the elderly, this outcome reflects the demographic 
profile of this population. 

Legislative implications 

The introduction of a discount for owner occupiers would require primary legislation. 

Consultation 

In total 6 organisations responded, one in support, one qualified support and 4 opposed. One 
organisation opposed what it called ‘a crude blanket relief system’, to which people in rented 
property are excluded, and it would result in a lower tax base and a higher tax rate. 

WWF Proposal – Rate Rebate for Household Energy Efficiency Improvements 

Background 

During the consultation process, WWF (the World Wide Fund for Nature) put forward a proposal 
for a rate rebate proposal to be awarded to households that installed energy efficiency measures 
in their homes. Specifically, the proposals related to the installation of loft and cavity wall 
insulation. The proposal referred to a similar scheme which operates under the Council Tax and 
which is part funded by one of the utility companies in GB. WWF therefore suggested that a 
Northern Ireland based scheme could equally be part financed through the voluntary Energy 
Efficiency Levy, which NIE contribute to. 

Options 

The WWF proposals have been examined as part of the review. It is also possible to think of a 
wide range of other energy or environmental improvements which households could make and 
which could then be subject to a rebate. For example, relief could be targeted at zero carbon or 
low carbon households. These have not been examined in detail as yet though. 

Impact 

The level of rebate available in GB ranges from £50 to £100. As mentioned above, this tends to 
be funded partly by British Gas and partly by the local authority. The NIE Energy Efficiency Levy 
referred to by WWF is a potential source of funding, although this is a voluntary levy. However, 
advice received from NIE is that, from this levy, the amount of funding available for projects of 
this type is limited and, in addition, any application would face strong competition from other 
sources. Thus, there can be no guarantee that any of this funding could be available and 
certainly not for next April. 

What also needs to be noted is that similar financial incentives are also available for households 
in Northern Ireland that carry out either loft or cavity wall insulation. For example, NIE currently 
provide up to £150 cash back to homes that carry out either of these improvements. In addition, 
NIE will also, for free, fit both cavity wall and loft insulation into any owner-occupied or private 
rented house, where the household is on a low income. Free insulation is also available through 



the DSD funded ‘Warm Homes Scheme’ to applicants on certain qualifying benefits. The WWF 
view is that both schemes could continue to operate in order to encourage maximum take-up. 

WWF, in their proposal, state that there are around 70,000 homes in Northern Ireland without 
cavity wall insulation and 500,000 homes that have either no loft insulation or, if they do, are of 
poor quality. Their view is that the scheme should be available to those with some as well as no 
loft insulation. They do not say what they expect the number of applications for the proposed 
rebate might be or estimate the cost, although point to similar study carried out by the Energy 
Saving Trust in terms of Council Tax which pointed to an 8% take up rate. 

The DSD Warm Homes Scheme awarded over 11,300 grants in 2005/06, the last year for which 
figures are available. NIE have advised that the rate of applications for its cash-back scheme 
runs at around 1,000 to 1,500 per year. The cost of a £100 rebate would depend on how the 
scheme is funded (either through the Energy Efficiency Levy, district rate or regional rate), what 
the level of take up might be and what groups of ratepayers would be able to apply. 

Legislative implications 

The introduction of a rate rebate for households that make energy efficiency improvements 
would require primary legislation. 

Rating of Second Homes 

Background 

Concern has been expressed previously that the ownership of second homes by individuals, 
particularly in high demand areas such as in popular tourist locations or near universities, is 
inflating the value of all properties in that area and thus the rate liability. This has lead to calls 
for the introduction of special rating measures to support long term residents in locations such 
as the North Coast in order to reflect this inflationary impact of this second home ownership. 

The table below attempts to present some of the evidence behind this. This shows the average 
capital value in several wards in the Coleraine district, as well as the average capital value for 
the district as a whole. The table also shows the average change in rate bill as a result of the 
revaluation. That is, it compares capital value based bills with what they would have been had 
the previous NAV system continued. 

Ward Average Capital Value Average percentage change in rate bill 
Atlantic £150,600 28% 
Castlerock £123,030 1% 
Dunluce £153,550 36% 
Portstewart £119,350 23% 
Royal Portrush £108,500 9% 
Strand £193,050 18% 
University £101,030 -7% 
Coleraine £121,700 3% 

There are a few points to note from the results summarised in the table above. Firstly, the 
average capital value in some wards is well above the average for the council area as a whole, 
as well as that for Northern Ireland (around £112,000). However, this is not true in all cases 



(University and Royal Portrush, for example). Also, looking at the average change in bill as a 
result of the revaluation, it is clear that, while some wards do appear to have experienced a 
sharp rise since the previous valuation in the 1970’s, in other cases this is not the case. 

Options 

There are obviously a wide range of options in terms of where any scheme such as this would be 
applied, as well as the criteria used for assessment. However, in terms of the actual operation of 
a scheme, the two main approaches are to either: 

 Provide a discount for permanent residents 
 Rate second homes at a higher rate 

Impact 

Based on initial analysis of the North Coast area and using research carried out by the University 
of Ulster for the NIHE, a 20% discount for permanent residents could cost in the region of £1m - 
£1.5m each year in lost revenue. 

This research also indicated, however, that second home owners were not significantly affected 
by concerns about taxation issues or the level of rates payable. 

Legislative implications 

The introduction of a discount for permanent residents or a higher rate on second homes would 
require primary legislation. 

Increasing Take-up 

Background 

Concerns have existed for some time about the perceived low level of take up of housing benefit 
/ rate relief, particularly in the owner occupied sector. For example, analysis using the Family 
Resources Survey suggests that the overall take up rate of this benefit in Northern Ireland 
among this sector is around 42%. This is not an issue which is limited to just this benefit, as 
other benefits have also suffered from poor take up. Nor is the problem higher in Northern 
Ireland. The Lyons Review of Local Government Finance in England and Wales, for example, 
addressed this problem and suggested a number of steps for improving take up of Council Tax 
Benefit. 

Options 

The approach taken in the review has been to examine the recommendations made by both the 
Lyons Review, as well as the Burt Report in relation to local taxation in Scotland, in order to 
determine if there are any measures which can be replicated in Northern Ireland. The review has 
also looked at best practice among local authorities in Great Britain, again to see if there are any 
relevant lessons to be learned. 

From this review, a number of potential measures have emerged which could be considered for 
Northern Ireland. These include: 



Streamline and simplify the application process – the complexity of the benefits system as 
a whole is viewed as a deterrent by some to application. 

Raise awareness and encourage take-up – there is a consistent need to raise awareness of 
the availability of reliefs, particularly to certain, difficult to reach groups. Any measures along 
these lines should also be targeted to the relevant audience where possible. 

Involve external agencies – other Government agencies have employed third party 
organisations, such as Citizens Advice, for example, to carry out the awareness raising on their 
behalf. These organisations are often viewed as more independent and have a higher degree of 
trust among the public. 

Involve other Government Agencies – much of the data collected on individuals for the 
purpose of assessing eligibility for benefits is common to a number of these benefits. There are 
therefore opportunities for enhanced data sharing among these Agencies to improve take up. 
For example, a scheme within the Pension Service in GB, makes use of the information collected 
on an individual to determine their eligibility for Pension Credits, then uses the same information 
on income and savings to assess the applicant for Council Tax benefit. A pilot scheme is being 
considered as to whether this approach can be extended so as to provide an automatic 
assessment of Council Tax benefit eligibility for this group. A similar approach could therefore be 
adopted in Northern Ireland although primary legislation may be required to facilitate this in light 
of data protection rules. 

Amend the Rate Relief Scheme – there is evidence that individual perceptions of eligibility for 
rate relief through this scheme deters applications, particularly given the complexity of the 
scheme. Increasing the capital threshold, whilst having limited effect on actual eligibility for relief 
(see earlier analysis) may though encourage take up. 

Impact 

As the analysis around circuit breakers has indicated (see earlier analysis) steps towards 
increased take up of benefits can have a significant impact on poverty levels. 

Annex B – DFP Summary Analysis of Strand 2 Options 

Local Income Tax 

Local income taxes are a relatively widely-used source of local government funding in other 
countries and it is relatively uncommon for local government to be entirely dependent on a 
single local tax whether property based or otherwise. Back in 1976 the Layfield Committee 
concluded that should Government judge that new sources of income for local government are 
necessary then the only feasible major sources would be Local Income Tax (LIT). The much 
more recent Balance of Funding Review also saw a Local Income Tax as the main alternative 
option arguing that it provides the opportunity for revenue to be raised and spent locally making 
Councils more directly responsible for their finance. 

The Scottish Parliament has recently decided that they want to abolish council tax and replace it 
with a local income tax based on ability to pay. Their proposal is that it will be set at 3% across 
Scotland and that HMRC will be involved in its administration and they intend launching a 
consultation on their proposals later this year. 

Tax Varying Powers 



The devolved Scottish Parliament has the power to increase or decrease the basic rate of income 
tax set by the UK Parliament by a maximum of 3p. 

Under Schedule 2, paragraph 9 of the Northern Ireland Act 1998 (‘the 1998 Act’), most issues of 
taxation are excepted matters. If however, following consideration of alternative forms of 
taxation by the Northern Ireland Assembly a system emerges that requires tax varying powers 
and therefore the consent of Parliament then the UK Government would have to be lobbied to 
change this aspect of the 1998 Act. 

Local Sales Tax 

A tax on transactions can be applied as a general sales tax that applies to most or all goods and 
transactions as VAT presently does. Internationally, sales taxes are used but generally in 
combination with other taxes. For example in federal countries such as Australia, Austria, 
Canada, Germany and the United States they tend to form a significant share of tax revenues for 
state government but considerably less for local government. Amongst unitary countries they 
make a small contribution to local tax revenues in France, Italy, Japan, Korea and New Zealand 
but substantially more in Spain and especially the Netherlands at around 40%. 

In any debate about whether to introduce a local sales tax in Northern Ireland consideration 
would have to be given to the fact that the Republic of Ireland does not currently impose such a 
tax. This is likely to encourage cross-border shopping which could have a significant detrimental 
impact on businesses in Northern Ireland, particularly those in the border areas and the 
Northern Ireland economy as a whole. 

Poll Tax 

In1986 the Government published its Green Paper which paved the way for the introduction of 
the Community Charge or the Poll Tax as it was more commonly known. The central argument in 
the Green Paper was the need to strengthen local accountability and that one of the problems 
was that only a minority of electors paid rates and also that bills did not reflect the variation in 
households’ consumption of local services. 

The recommended alternative to domestic rates was a per capita community charge (poll tax) 
which was introduced in Scotland in 1989, one year earlier than in England and Wales. 

In any consideration of this issue consideration must be given to its great unpopularity and 
ultimate failure in GB. 

Banding 

The 1991 consultation paper ‘A New Tax for Local Government’ paved the way for a transition to 
the council tax system, introduced in 1993, following the decision to scrap the Poll Tax. Although 
fairness was identified as an underlying principle, this was not perceived simply in terms of 
ability-to-pay but also that most adults should make some contribution in order to try to ensure 
that the public perception was that the system was fair. The argument that all electors should 
pay something towards the cost of local services was scrapped in favour of a tax that would take 
account of most adults in a household but providing a reduction of 25% for single-person 
households. A banding system was introduced so the tax varied within a limited range according 
to property values. The banding system with an upper limit prevents very high bills falling on a 
minority of properties and meant there was a reduced need for regular and frequent valuations 
of properties. 



As part of the previous Review of Rating Policy taken forward by Direct Rule Ministers a decision 
was taken that the outdated current rental based system should be replaced with a capital value 
system in respect of domestic properties. The Government commissioned further work to inform 
which type of capital value based system should be introduced. This work was undertaken by the 
University of Ulster, and together with a range of impact assessments carried out by the 
Department, showed that, taking account of Northern Ireland’s circumstances, a discrete capital 
value system rather than a banded system (as used to determine council tax liability) would be 
more progressive, more New TSN positive and easier to understand than the alternatives and 
this system has been introduced with effect from 1 April 2007. 

Road Charging 

Road Charging is a combination of three slightly different but related initiatives. These initiatives 
are Congestion Charging, Tolling and National Road Pricing. 

Powers to operate congestion charging in London were granted by the Greater London Authority 
Act 1999 and the Transport Act 2000 extends these powers to outside London with the proviso 
that any charging would support the Local Transport Plan. These powers remain largely untested 
with the notable exception of London’s congestion charge. 

The Transport Act 2000 and the draft Local Transport Bill which is currently out for consultation 
are aimed at encouraging Local Authorities in GB, through the Transport Innovation Fund to 
submit local transport plans which include an element of congestion charging. The need for 
approval from the Secretary of State for Transport has also been removed so that local decisions 
can be made locally. A number of authorities have submitted bids, the most notable probably 
being Manchester City Council which has attracted significant media attention recently. Income 
from such schemes can be hypothecated and used to develop other transport measures such as 
improving public transport. 

DRD response 

The Transport Act 2000 and draft Local Transport Bill do not apply to Northern 
Ireland and so in order to take forward congestion charging, additional powers 
would be required. The Minister for Regional Development has confirmed that 

(i) the Roads Service officials should not pursue further the introduction of the 
necessary powers to introduce congestion charging schemes and that the policy 
position should revert to that stated in paragraph 7.27 of the Belfast Metropolitan 
Transport Plan (reproduced below); and 

(ii) agreed that Roads Service officials pro-actively review developments in 
congestion charging schemes in GB, and further afield, to inform future policy 
decisions. 

Paragraph 7.27 

The 2015 Plan does not propose the implementation of congestion charging within 
the Belfast Meropolitan Area (BMA). Congestion charging, however, is an evolving 
area and it will be reviewed further within the Plan period, drawing upon experience 
from other parts of the UK. The review will consider different types of charging 
systems and if they would benefit the BMA. The various types of congestion charging 
for possible consideration, include cordon-based systems focused on central Belfast 
(similar to that in use in London) and area-wide schemes using Global Positioning 



Systems (GPS) which could be likened to a nationwide charging scheme currently 
being examined by government as a more flexible alternative to the existing system 
of road tax and fuel duty.) 

Road Tolling 

A Road Tolling Consultancy commission to look at the feasibility of introducing 
tolling on the 5 key transport corridors in Northern Ireland has recently been 
completed and the results of that study will be factored into the Roads Service 
submission under ISNI 2 for the further development of the Strategic Road Network. 
The study has identified that the income from tolling the 5 key transport corridors in 
Northern Ireland would amount to approximately 16% of the cost of providing and 
maintaining the infrastructure over a 25 year period. The highest % contribution 
would come from the eastern corridor with 40% of the costs recovered and the 
lowest % contribution would be on the Northern Corridor with only 10% of the costs 
recovered. 

Green Taxes 

Though local councils have the right to charge businesses for the collection of waste they may 
not at present, charge for the collection and disposal of household waste. There are some 
exceptions however, for example, the collection of bulky items and they also have powers to fine 
residents if they contaminate recycling or do not comply with compulsory re-cycling schemes. 
Waste policy in the future will have to meet the challenge of reducing the volume of 
biodegradable municipal waste sent to landfill in line with EU legislation. 

The Northern Ireland Landfill Allowance Scheme is one of the key measures to reduce the 
amount of biodegradable municipal waste going to landfill and was introduced on 1 April 2005 
(similar schemes were introduced in the rest of the UK). The Scheme sees progressive 
reductions in the amount of biodegradable waste – such as paper, food and garden waste – that 
Councils can landfill. 

Landfill allowances have been allocated to each council in Northern Ireland for each year to 
2019/20 at a level that will enable Northern Ireland to meet its targets, as a contribution to the 
UK targets, under the Landfill Directive. Each allowance permits one tonne of biodegradable 
municipal waste to be land-filled and the allowances allocated to each council reduce over time 
to force compliance with the Landfill Directive targets. The DOE’s Environment and Heritage 
Service monitors the Scheme. 

Another way in which Northern Ireland might contribute to environmental improvement is to 
consider seeking to introduce a tax or levy in Northern Ireland on the use of plastic bags which 
would correspond to that deployed so successfully in the Republic of Ireland which has cut 
plastic bag use by approximately 90%, and proved to be a very useful income stream with €75m 
will being raised since its introduction in 2002 and €18.8m raised in 2006. 

DOE response 

Defra is currently seeking views on giving local authorities in England discretionary 
powers to introduce domestic waste charging. The Executive could certainly consider 
whether it would be appropriate to introduce a similar scheme in Northern Ireland. 
Indeed the Northern Ireland Waste Management Strategy 2006-2020, published in 
March 2006, commits DOE, by March 2009, to bring forward for public consultation, 
detailed proposals to give councils powers to charge for the collection of residual 



wastes from householders. However it should be noted that policy development in 
this area is at a very early stage. 

It should also be noted that the scheme currently being considered by Defra is 
revenue neutral ie any money raised has to be returned in full to local residents. 

At present the Department of the Environment is considering ways to tackle a 
number of local environmental problems such as litter, including plastic bag litter. In 
the Republic of Ireland the levy on plastic bags has changed consumer behaviour. 
However, it is interesting to note that after detailed consideration, Scotland decided 
against such a tax. Alternatives to plastic bags often entail their own environmental 
problems and all of the issues need to be considered before deciding on the most 
appropriate way forward for Northern Ireland. 

Land Value Taxation 

The case for taxing land as an alternative to taxing buildings is a well established concept that is 
promoted by such organisations as the Henry George Foundation. At its core such a system 
would involve an annual charge on a property based on its land value (ideally based on the 
concept of highest and best use including its development potential) rather than based solely on 
the rental or capital value of the buildings in their existing use. Advantages claimed for the 
system include its potential for encouraging urban renewal, reducing dereliction and 
redistributing wealth. 

The Ulster University were commissioned to investigate the experience of other jurisdictions that 
have used Land Value Taxation as a revenue raising measure. They recently provided their draft 
report and the findings are currently under consideration. Their main conclusion is that to 
introduce Land Value Taxation to replace the current domestic and non-domestic rating systems 
would be difficult and not in line with international trends and, amongst other things, cite 
uncertainty in relation to planning and lack of current development plans as a major impediment. 

Derelict Land Taxation 

Land that is not capable of beneficial occupation is not currently taxed through business rates. 
Dereliction, therefore, is an attractive route for some owners to avoid taxation and so the 
potential exists to close this loophole by introducing derelict land taxation. 

The University of Ulster are currently carrying out a pilot study in the greater Belfast area in 
relation the rating of derelict land and they hope to report within the next couple of weeks. If it 
was decided to introduce this measure it would be as a supplement to the current rating system 
and in addition to raising revenue there are potential benefits for housing affordability. 

Tourist Tax 

Accommodation charges have been deployed in a number of places around the world. For 
example, in France, a charge is levied on all overnight stays and the charge is largely left to be 
determined locally. Additionally other types of tourist tax such as airport taxes and departure 
fees are often used in other cities and countries are used in particular to assist the promotion of 
tourism locally. 

Under the North/South Ministerial Council there are six North/South Implementation Bodies 
which implements policies agreed by Ministers in the North/South Ministerial Council. The bodies 
and Tourism Ireland Limited (i.e. the Northern Ireland Tourist Board and Bord Failte) are funded 



from grants made by the relevant government departments, North and South. Current policy is 
for Tourism Ireland Ltd to jointly promote tourism on the island of Ireland as a means of 
mutually maximising the economic benefits of tourist activity. As no tourist tax is imposed in the 
Republic of Ireland the introduction of such a tax in Northern Ireland would conflict with the 
aforementioned joint approach. 

DETI response 

DETI would concur with the findings/views in the Lyons report. Tourism in Northern 
Ireland is competing not only in an all Ireland or indeed British Isles context, but in a 
global context. Anything which makes the industry less competitive will have a 
negative impact on future growth. 

Whilst the Northern Ireland tourism sector is showing significant growth it should be 
noted that this growth is from a very low base which has been suppressed by years 
of conflict and a tourism tax could have a detrimental effect. It is also a growth 
which is biased strongly towards the Belfast marketplace. Whilst it might be 
considered that Belfast could carry such a tax it is highly unlikely that other areas 
would. 

Appendix 1 

Terms of Reference for the Review 

Domestic Rating Policy Review – Terms of Reference 

Background 

1. A new domestic rating system came into operation on 1 April 2007 following a review of rating 
policy commissioned in 2000 by the then Executive and taken forward by Direct Rule Ministers 
after the suspension of the Assembly in October 2002. 

2. On the 15 May 2007, during the first debate about the new system since the Assembly was 
restored on 8 May 2007, the Minister of Finance and Personnel, Peter Robinson MP, MLA (who is 
responsible for rating policy) said: 

“I am committed to reviewing the arrangements for domestic rates in Northern Ireland. I intend, 
in the next few weeks, to bring a paper before the Executive setting out the steps that I propose 
to take. I agree with the Chairperson of the Finance and Personnel Committee that it is 
important that rating reform be viewed in the context of how the Executive intend to address the 
funding of water in Northern Ireland. 

In the past five years in Northern Ireland, extensive research and consultation has been 
conducted on the rating issue. In Great Britain, Sir Michael Lyons has recently conducted a 
lengthy review of local government finance. What is needed now in Northern Ireland is not a 
lengthy analysis but a short-term review that can deliver changes by next April and consider 
what further long-term steps should be taken”. 

Aim 

3. The aim of this further review of rating policy is twofold: 



(i) to identify ways of improving the new system that can be implemented in April 2008; and 

(ii) to examine alternatives to the new system as a means of identifying options for longer term 
change. 

4. As the Minister said during the Assembly debate on 15 May 2007: 

‘As well as mapping out the long-term options for raising revenue in the Province, it is essential 
that short-term measures be considered in any review. As I said, I intend to carry out an early 
review of the domestic rating system. As part of that review, the effectiveness of the new relief 
packages, which are already on offer, will be examined. There are better ways of delivering relief 
to those who are most deserving, and we need to examine the options for doing so’…… 
Whatever the possibilities for change in the longer term, we must be able to make changes that 
can be in place for next April.’ 

5. In carrying out this further review, the overall objective will be to assist the Executive to put in 
place arrangements which ensure that: 

 there is an equitable distribution of the rate burden on households in Northern Ireland 
and effective reliefs are provided so that those who are less able to pay are protected 

 the system is sustainable and provides an appropriate means of financing regional and 
local government; 

 the system should be transparent and readily understood, both in its methodology and in 
how the proceeds are used, thereby improving local accountability. 

 the system is accepted by the majority of people in Northern Ireland. 

Policy 

6. Details of the changes to the domestic rating system introduced in April 2007 are outlined in 
Annex B. They emanated from a policy paper published in July 2004 ‘Reform of the Domestic 
Rating System in NI’ by Direct Rule Ministers and were announced in March 2005 in a report 
published following a 16 week consultation period. Subsequent changes were also announced in 
March 2007 following the St Andrews Agreement. These related to the maximum payment or 
cap and enhanced relief for pensioners. 

7. A range of enabling powers also came into effect on 1 April 2007 that would allow the 
Assembly via subordinate legislation to change the scope of the new system by: 

 introducing a scheme to allow home owning pensioners to defer payment of their rates; 
 introducing the rating of vacant domestic property; 
 targeting the low income relief scheme in a different way (in much the same way that 

the enhanced relief for pensioners has done); 
 changing the cap on rates; and 
 introducing a minimum payment. 

8. Although this is something that can be done relatively easily, it would not be possible to 
introduce any of these changes during the current financial year. 

9. As the Minister stated in the Assembly on 15 May 2007, this further review of rating must also 
be considered in the context of how the Executive plans to address the funding of water and 



sewerage services in Northern Ireland. Although it was separated out in 2002 from the review of 
rating policy commissioned by the previous Executive, this issue has been perceived throughout 
by the public to be interlinked with the reform of the domestic rating system. Water reform has 
been a highly contentious issue in its own right and, as a result of intensive lobbying, plans to 
introduce water charging in April 2007 were postponed by Direct Ministers just prior to the 
restoration of the Assembly in May 2007. 

Legislative 

10. Rating is entirely a devolved matter and is principally governed by the Rates (Northern 
Ireland) Order 1977 as amended. The changes introduced in April 2007 were contained in the 
Rates (Amendment) (Northern Ireland) Order 2006. An Order made in March 2006 (The Rates 
(Capital Values, etc) (Northern Ireland) Order 2006) provided for the new capital values to the 
determined and published in advance of the new system coming into operation so that 
ratepayers could find out more about them and query them if necessary before rates bills issued. 

11. The wider legislative context is also important for the purposes of this further review. Under 
Schedule 2, paragraph 9 of the Northern Ireland Act 1998 (‘the 1998 Act’), most issues of 
taxation are excepted matters. The reference in the 1998 Act applies to taxes or duties of 
substantially the same character as a UK wide tax. This meant that the review commissioned in 
2000 by the previous Executive restricted itself to consideration of property based taxes. This 
further review is not so constrained and the Minister made it clear to the Assembly during the 
first debate that if an alternative system emerges that requires the consent of Parliament then 
the Government will be lobbied to change this aspect of the 1998 Act. Broad consideration can 
therefore be given in this further review to other alternative forms of taxation such as a local 
income tax. 

Key Considerations 

12. There are a number of overarching principles of effective taxation that any review of local 
taxation must take into consideration. These principles are set out in Annex A and will guide the 
development of options during this further review. 

13. Other considerations that must guide the review process in a Northern Ireland context 
include: 

(i) the impact on revenue levels to support public expenditure; 

(ii) the relationship between the rates and how we pay for water 

(iii) implications for the funding of local government/district council services both now and 
following any restructuring under the Review of Public Administration; 

(iv) the impact on housing benefit income; 

(v) the ease of administration and cost of implementation; and 

(vi) statutory obligations. 

14. A further important consideration is the balance that has to be struck when deciding whether 
to extend existing reliefs and exemptions or introduce new reliefs or exemptions bearing in mind 
that this would either reduce the amount of revenue generated by the rating system to spend on 
public services in Northern Ireland, or impose a greater burden on other ratepayers. 



15. Looking further field, this further review should also consider the considerable research and 
analysis that has been carried out in England as part of the Lyons Review into local government 
funding there. Northern Ireland is not bound by the findings of that review but there are issues 
that are common to both jurisdictions that are worth examining. 

Scope of Review 

16. In line with the aim set out in paragraphs 3 to 5, the review will initially be divided into two 
parallel strands. The first strand will examine the options for change in April 2008 which could 
include the following measures relating to both the tax base and reliefs: 

17. Tax base options 

 Lower cap 
 Minimum payment 
 Rating of empty homes 

18. Tax reliefs 

 retargeting of the new lower income relief scheme (one option would be to raise the 
savings threshold) 

 revise the scheme providing for those engaged in full time education and training 
 introduce a deferment scheme for home owning pensioners 
 re-profile the transitional relief scheme 
 revise the early payment discount 

19. The following is a list of measures which could be re-examined in the context of reforming 
and improving the existing system. Other ways may emerge as the review progresses. All of 
these listed measures would require new primary legislation. Therefore, it would be most 
unlikely that they could be put in place for April 2008, given the requirements of the process: 

 The introduction of graduated tax rates at different levels of value (eg first £150k at 
£7per ‘000, £150k to £300k at £6, £300k upwards at £5) 

 single person discount 
 single pensioner discount 
 automatic pensioner discount 
 broadening the Disabled Persons Allowance Scheme 
 introduce circuit breakers for particular groups (so that there is an income cap) 
 provide discount for owner occupiers 
 enhanced discount for farmers 

20. In putting forward options to the Executive the following matters will be addressed: 

(1) Where possible use existing data to identify the potential number of applicants and revenue 
implications. 



(2) Engage with Land and Property Services (incorporating VLA and RCA) and other agencies (eg 
NIHE, SSA) to assess and advise on implementation issues.. 

(3) Identify the legislative changes required (all the measures described in paras 16 and 17 are 
considered to be within the scope of the existing primary legislation). 

21. The second strand of the review will examine possible longer term options for more 
fundamental change, all of which would require new primary legislation and in some cases (eg 
income tax and sales tax) a change to the 1998 Act. 

22. Such options may include but not be confined to: 

 Banding of house values (a Council Tax type system) 
 local income tax 
 income tax varying powers (as per Scotland) 
 local sales tax 
 poll tax 
 tourist tax (as recommended in the Lyons Report) 
 road charging 
 green taxes (as recommended in the Lyons Report) 
 land value taxation 
 derelict land taxation (as recommended in the Lyons Report) 

23. These options will be examined in outline, drawing as much as possible from existing 
research, with a view to quickly identifying any that offer the prospect of a realistic and broadly 
acceptable alternative (or in some cases as a supplement) to the rating system. It is not 
intended to mount a major public consultation process on such a wide range of options. 

24. As noted above, a distinction will need to be drawn between those long term changes that 
can be made through primary legisaltion passed by the Northern Ireland Assembly and changes 
that would require amendment of primary legislation at Westminster. While the latter options 
can be identified, it would be important to determine the likelihood and timescales for any such 
changes at national level. 

25. Furthermore, such changes could affect the fiscal relationship between NI and the rest of the 
UK to reflect changes (upwards or downwards) to local revenue levels. 

Key Stages and Timetable 

26. The review will be taken forward in a series of key stages initially encompassing both of the 
strands referred to in paragraph 3. The initial stages and associated completion dates are set out 
in Table 1 below. 

Table 1 



Stage Activity 
Target Date 
For 
Completion 

Stage 1 – Terms of 
Reference Draft, agree and publish Terms of Reference Mid June 2007 

Stage 2 – Research and 
Scoping 

Conduct factual analysis and research 

Identify main issues 

Confirm scope of review 

Mid/End July 
2007 

Stage 3 – Options 

Development of models and appraisal of options 
including financial, legislative, equality and human 
rights implications as appropriate 

Identify cross-cutting issues and interdependencies 
e.g. Housing Benefit, District Councils 

Develop and present recommendations for strands 1 
and 2. 

Brief consultation 

Mid September 
2007 

*Stage 4A - Strand 1 
Implementation 
(legislation) 

Draft and introduce legislation required to give 
effect to proposed changes 

End of March 
2008 

*Stage 4B - Strand 2 Develop and agree a timetable to take forward 
strand 2 October 2007 

* To run concurrently 

Engagement with Key Stakeholders 

27. There will be a need throughout the review process to engage with key stakeholders. The 
exact nature and timing of these engagements will evolve as the review progresses. Therefore, 
the broad outline provided below covers the core elements of the strategy and will be subject to 
development and further refinement at each key stage. 

28. There will be a public consultation running from mid-June 2007 until the end of August 2007. 
To ensure that changes can be made in time for next year’s bills (and allowing time for new 
subordinate legislation to be passed), the consultation cannot extend beyond this period. 

Executive Liaison 

29. As each strand of the two strands to this review are completed, the outcomes or findings will 
be presented to the Executive and decisions sought as appropriate. Updates will also be provided 
when requested. 

30. In view of the wider context in which rating reform must be considered, there will also be a 
need to consult regularly with Ministerial colleagues responsible for issues such as water reform, 
the Review of Public Administration, local government, social security benefits etc. 

Assembly Liaison 



31. The Committee for Finance and Personnel will also be consulted throughout and 
consideration will be given to the need to consult with other Assembly Committees. 

32. In addition, the Terms of Reference will be placed in the Assembly Library and the outcomes 
of Stage 3 will be the subject of a Ministerial Statement to the Assembly. 

Contacts: 

For further information on these Terms of Reference, please contact 

Brian McClure, 
Rating Policy Division , 
Department of Finance and Personnel, 
Rathgael House, 
Bangor. 

Annex A 

Model criteria for local taxation systems 

 
Adequate revenue yield: The various types of local tax are merely different mechanisms for 
sharing, usually among local residents, a proportion of the cost of providing local services. 
However, if yields are to be sufficient to ensure real political autonomy and meet future demands 
placed upon it, the tax base needs to be sufficiently robust, broad based, up to date and 
discriminating to both command widespread support and be credible. 

Equity of distribution: Those in the same circumstances within the same district/jurisdiction 
should be equally taxed. Those receiving benefit from public expenditure should contribute 
through taxation according to their ability to pay. 

Minimum interference in markets: Taxes can influence how taxpayers behave. Ideally, 
according to market theory, taxes should be neutral i.e. they should not distort how taxpayers 
behave. When taxes are neutral, market-pricing mechanisms produce the most efficient 
allocation of resources. Furthermore, the incidence of any tax is important in terms of ability to 
pass on the liability to others through rents and additional charges. 

Stability and certainty: The local taxation base needs to be predictable in order to underpin 
the provision of public services. Furthermore, from an individual taxpayer/ratepayer’s 
perspective, this is an important factor in budgeting. Stability and certainty are key 
considerations both in the choice of system and maintaining it as a sustainable source of 
revenue. 

Should support/not interfere with policy objectives: The tax structure should not 
threaten overall fiscal targets and its impact on benefit and rebate expenditure should be taken 
into account. 

Non-arbitrary administration: This relates to the objectivity and consistency of assessment 
of liability. 

Transparent and easily understood by taxpayer: The local tax should seek to encourage 
and strengthen local democracy requiring it to be easily understood and responsive to the 



demands of taxpayers. Taxpayers need to be able to understand their assessments and 
associated bills. 

Low administration and compliance costs: This relates to ease of administration by 
government and the cost to the taxpayer in complying with the system. 

Difficult to evade: This is important because it refers to the efficiency of a tax and evasion 
inevitably leads to an increasing burden on honest taxpayers. 

Annex B 

Domestic Rate Reform 

Key reforms 

1. The key reforms in the domestic sector that took effect on 1 April 2007 include: 

 the introduction of a discrete (rather than banded) capital value system; 
 the introduction of a new low income rate relief scheme, which will sit above and be 

additional to the existing housing benefit system; 
 the provision of 100% relief where properties are occupied solely by full time students 

and trainees, ratepayers aged less than 18 and young people leaving care; 
 the provision of transitional relief over a three year period for those most adversely 

affected by the move to capital values; 
 amendments to the existing disabled persons allowance scheme to simplify the process 

of making awards and introduce a standard 25% reduction; 
 the standardisation of rates in the social rented sector; and 
 the establishment of a new independent valuation tribunal. 

2. A range of enabling powers also came into effect on 1 April 2007 that would allow the 
Assembly to change the scope of the new system by subordinate legislation through: 

 introducing a scheme to allow home owning pensioners to defer payment of their rates; 
 introducing the rating of vacant domestic property; 
 targeting the low income relief scheme in a different way (in much the same way that 

the enhanced relief for pensioners has done); 
 changing the cap on rates; and 
 introducing a minimum payment. 

3. However, if the Executive were to decide to make use of any of these powers, further 
consultation would be required and the cost and operational implications would have to be 
considered. In addition, it would not be possible to introduce any of these changes in the current 
financial year. 

4. In addition, following the St Andrews Agreement, two further measures were introduced in 
April this year: 



 a cap set at properties valued at £500,000 which equates with the highest council tax bill 
in England; and 

 the provision of further relief to pensioners on low incomes, costing in the region of £4m, 
through the new rate relief scheme mentioned above. 



 



 

 

Committee for Finance and Personnel 

Room 428 
Parliament Buildings 

Stormont 



BELFAST 
BT4 3XX 

Tel No: 028 90521843 
Fax No: 028 90520360 

E-mail: committee.finance&personnel@niassembly.gov.uk 

27 June 2007 

Rt Honourable Peter D Robinson MP MLA 
Minister for Finance and Personnel 
Craigantlet Buildings 
Stoney Rd 
Belfast BT4 3SX 

Domestic Rating Review 

Dear 

Thank you for arranging for the Terms of Reference for the Rating Review to be sent to the 
Committee in advance of your statement to the Assembly on 11 June 2007. The Committee 
considered the options in both Strands 1 and 2 of the Terms of Reference and is content with 
the range of issues to be examined. Members particularly welcomed the broad scope of the 
review and the fact that ‘nothing has been ruled in or out’ at this stage. 

On behalf of the Committee I also welcome your commitment to engage as the Review 
continues, including sharing the consultation responses, providing a report on the consultation 
and reporting back to the Committee before finalising your proposals. The Committee has 
agreed that its main role will be one of monitoring the consultation process and examining the 
findings and recommendations emanating from the consultation. The Committee also considers 
that its main input to the Review will therefore be in September, following the end of the 
consultation process in August and before any recommendations are finalised. 

I would be grateful if your officials could therefore build sufficient time (we suggest a four-week 
period) into the process to allow the Committee enough time to consider both the consultation 
report and the draft recommendations to be put to the Executive. 

Your officials informally requested the Committee’s research paper on the Long-Term 
Alternatives to Domestic Rates. The Committee agreed to this request at its meeting on 27 June 
2007 and the paper is annexed to this response. 

Yours Sincerely 

Mitchel McLaughlin MLA 

Chairperson 
Committee for Finance and Personnel 

Appendix 2 

Minutes of Proceedings Relating to the Report 



Wednesday, 5 September 2007  
Room 152, Parliament Buildings 

Present: Mitchel McLaughlin MLA (Chairperson) 
Mervyn Storey MLA (Deputy Chairperson) 
Roy Beggs MLA 
Dr Stephen Farry MLA 
Simon Hamilton MLA 
Fra McCann MLA  
Adrian McQuillan MLA 
Declan O’Loan MLA 
Dawn Purvis MLA  
Peter Weir MLA 

In Attendance: Alan Patterson (Principal Clerk) 
Shane McAteer (Assembly Clerk) 
Vivien Ireland (Assistant Assembly Clerk) 
Colin Jones (Assistant Assembly Clerk) 
Paula Sandford (Clerical Supervisor) 
Paul Woods (Clerical Supervisor) 
Mary Thompson (Clerical Officer) 

Apologies: Jennifer McCann MLA 

The meeting commenced at 10.06am in open session. 

6. Correspondence 

Members noted the following correspondence: 

- DFP: Update on Rating Reviews; 

- Minister, Finance and Personnel: Rate Relief for Small Businesses; 

Agreed: that members would consider this issue following the update from DFP officials at next 
week’s meeting. 

Mitchel McLaughlin, Chairperson, 

Committee for Finance and Personnel. 
12 September 2007. 

Wednesday, 12 September 2007 
Room 152, Parliament Buildings 

Present: Mitchel McLaughlin MLA (Chairperson) 
Roy Beggs MLA 
Dr Stephen Farry MLA 
Simon Hamilton MLA 
Fra McCann MLA  
Jennifer McCann MLA 
Adrian McQuillan MLA 
Declan O’Loan MLA 



Dawn Purvis MLA  
Peter Weir MLA 

In Attendance: Shane McAteer (Assembly Clerk) 
Vivien Ireland (Assistant Assembly Clerk) 
Colin Jones (Assistant Assembly Clerk) 
Paula Sandford (Clerical Supervisor) 
Mary Thompson (Clerical Officer) 

Apologies: Mervyn Storey MLA (Deputy Chairperson) 

The meeting commenced at 10.07 am in open session. 

4. Review of Rating Issues: Domestic Rates, Rates Relief for Small Businesses and Industrial 
Derating 

Assembly Research provided background briefing to the Committee on the Small Business Rate 
Relief Scheme. 

Agreed: that Assembly Research will follow up on a number of issues raised by members. 

The Committee was briefed by Brian McClure and Patrick Neeson, DFP Rating Policy Division, on 
Domestic Rates, Rates Relief for Small Businesses and Industrial Derating. 

Mr McClure advised members that the forthcoming consultation report on the review of the 
Domestic Rating System will be made available to the Committee for its consideration by 26th 
September 2007. 

Members were advised that in relation to Industrial Derating, the ERINI report is due to be 
received by DFP at the end of September. However, DFP will need to carry out its own analysis 
of this report and update the Committee by October/November. It is envisaged that the 
Executive will make any decisions before Christmas to allow for subordinate legislation to be in 
place for April 2008. 

Mr McClure referred to the Minister’s letter of 6 July 2007 asking for the Committee’s views on 
the draft terms of reference on the review of rate relief for small businesses in Northern Ireland. 

Agreed: response to the Minister regarding DFP’s draft terms of reference in respect of the 
review of rate relief for small businesses. 

Mitchel McLaughlin, Chairperson, 

Committee for Finance and Personnel. 
19 September 2007 

Wednesday, 26 September 2007 
Room 152, Parliament Buildings 

Present: Mervyn Storey MLA (Deputy Chairperson) 
Roy Beggs MLA 
Dr Stephen Farry MLA 
Simon Hamilton MLA 
Jennifer McCann MLA 



Adrian McQuillan MLA 
Declan O’Loan MLA 
Dawn Purvis MLA  
Peter Weir MLA 

In Attendance: Alan Patterson (Principal Clerk) 
Shane McAteer (Assembly Clerk) 
Vivien Ireland (Assistant Assembly Clerk) 
Colin Jones (Assistant Assembly Clerk) 
Paula Sandford (Clerical Supervisor) 
Mary Thompson (Clerical Officer) 

Apologies: Mitchel McLaughlin MLA (Chairperson) 
Fra McCann MLA 

The meeting commenced at 10.06 am in open session. 

5. Review of Domestic Rating Reform – Consultation Report – Evidence Session 

Agreed: Official Report (Hansard) to be made of the evidence session with DFP officials on the 
Review of Domestic Rating Reform and that this will be published on the Assembly website. 

The Committee was briefed by the following DFP officials: Brian McClure, Head of Rating; Patrick 
Neeson, Rating Policy Division and Alison McCaffrey, Rating Policy Division on the Review of 
Domestic Rating – Consultation Report. 

Brian McClure outlined the responses received to the consultation on the Review of Domestic 
Rating Reform. The DFP officials agreed to provide follow up information, including details of the 
costs and benefits of the various options and on the uptake of existing reliefs. 

Members were advised that the Committee needs to agree a formal response on the Review of 
Domestic Rating by the end of October. 

Members were advised that Assembly Research will be providing a paper on international 
comparators for the meeting on 10 October. 

Agreed: that Citizen’s Advice will be invited to give evidence at next week’s Committee meeting. 

Agreed: that further consideration will be given at next week’s Committee meeting to agree 
other witnesses to give evidence on 10th and 17th October, including other umbrella groups, 
and professional and academic bodies. 

Mervyn Storey, Deputy Chairperson, 

Committee for Finance and Personnel. 
3 October 2007 

Wednesday, 3 October 2007 
Room 152, Parliament Buildings 

Present: Mitchel McLaughlin MLA (Chairperson)  
Mervyn Storey MLA (Deputy Chairperson)  
Roy Beggs MLA 



Dr Stephen Farry MLA 
Simon Hamilton MLA 
Fra McCann MLA 
Adrian McQuillan MLA 
Declan O’Loan MLA 
Dawn Purvis MLA  
Peter Weir MLA 

In Attendance: Shane McAteer (Assembly Clerk) 
Vivien Ireland (Assistant Assembly Clerk) 
Colin Jones (Assistant Assembly Clerk) 
Mary Thompson (Clerical Officer) 

Apologies: Jennifer McCann MLA 

The meeting commenced at 10.04 am in open session. 

4. Review of Domestic Rating Reform – Evidence Session with Citizens’ Advice 

Agreed: that an Official Report (Hansard) would be made of all the evidence taken by the 
Committee in relation to its consideration of the domestic rating review and that the finalised 
transcripts will be published on the Assembly website. 

Mr Hamilton joined the meeting at 10.14am. 

Mr Storey joined the meeting at 10.14am. 

The Committee took evidence from Lucy Cochrane, Information and Policy Officer, Citizens’ 
Advice. The session was recorded by Hansard. 

Ms Purvis joined the meeting at 10.30am. 

Mr Beggs left the meeting at 10.50am. 

The Committee considered the key issues from the evidence session which could be included in 
its response to the Minister. 

9. Review of Domestic Rating Reform 

Members noted that DFP officials will update the Committee at next week’s meeting and that 
they will be accompanied by representatives from the University of Ulster, who will brief the 
Committee on the ongoing research into land value taxation and the rating of vacant domestic 
properties. In addition, Assembly Research will also brief members on the paper requested on 
potential international comparators. 

Members considered other potential witnesses to be invited to provide oral evidence to the 
Committee on 10th and 17th October. 

Agreed: that representatives from the Institute of Revenues Rating and Valuation will be invited 
to attend on 17 October. 

Agreed: that evidence is required from economists, such as John Simpson, Mike Smyth or ERINI, 
on the longer-term strand two options and that the Clerk will arrange appropriate sessions. 



Members noted the submission to the Department’s review from Professor Derek Birrell, 
Professor of Social Administration & Policy School of Policy Studies, University of Ulster 

Agreed: that Professor Birrell will be asked whether he has undertaken any further research in 
this area which he would be prepared to share with the Committee and whether he would be 
prepared to provide a written response to any further queries arising from the Committee’s 
considerations. 

Agreed: that University of Ulster officials attending on 10 October will also be asked to brief the 
Committee on the issue of banding versus individual valuations. 

Agreed: that the General Consumer Council will be asked whether it wishes to submit evidence 
which is additional to that contained in its submission to the recent DFP consultation and, if so, 
the Committee will consider the possibility of an oral evidence session. 

Members were referred to a paper from DFP, containing an initial analysis of the costs and 
benefits associated with the various options under consideration in the review. Members noted 
that this information was restricted to the Committee at this stage and considered the 
Department’s request that discussion on this paper should be held in closed session. 

Agreed: that consideration of the DFP paper will be held in closed session. 

The meeting continued in closed session at 12.10pm. 

Agreed: a draft structure for the Committee response to the Minister. 

Agreed: a list of options for which further information will be requested from DFP. 

Agreed: that the restricted papers will be returned to Committee staff. 

Mitchel McLaughlin, Chairperson, 

Committee for Finance and Personnel. 
10 October 2007 

Wednesday, 10 October 2007 
Room 152, Parliament Buildings 

Present: Mitchel McLaughlin MLA (Chairperson)  
Mervyn Storey MLA (Deputy Chairperson)  
Roy Beggs MLA 
Dr Stephen Farry MLA 
Simon Hamilton MLA 
Fra McCann MLA 
Jennifer McCann MLA 
Adrian McQuillan MLA 
Declan O’Loan MLA 

In Attendance: Shane McAteer (Assembly Clerk) 
Vivien Ireland (Assistant Assembly Clerk) 
Colin Jones (Assistant Assembly Clerk) 
Paula Sandford (Clerical Supervisor) 
Mary Thompson (Clerical Officer) 



Apologies: Dawn Purvis MLA  
Peter Weir MLA 

The meeting commenced at 10.08 am in open session. 

3. Matters Arising 

Members noted the outstanding requests for information from the Department of Finance and 
Personnel (DFP). 

Members noted that evidence on the Review of Domestic Rating Reform was not expected from 
the General Consumer Council or from Professor Birrell, University of Ulster, additional to that 
which had been provided to the DFP consultation. 

4. Evidence Session on the Review of Domestic Rating Reform 

Agreed: that an Official Report (Hansard) will be made of all the evidence taken by the 
Committee in relation to its consideration of the Review of Domestic Rating Reform and that the 
finalised transcripts will be published on the Assembly website. 

The Committee received oral and written evidence from John Simpson, Economist on the Review 
of Domestic Rating Reform. 

Mr Farry joined the meeting at 10.14am. 

Agreed: that any follow up questions will be sent to John Simpson for written response. 

5. Assembly Research Briefing on the Review of Domestic Rating Reform 

Members received a briefing by Assembly Research on a research paper, entitled An 
International Comparison of Local Government Taxation. 

Mr O’Loan left the meeting at 11.07am. 

Mr Beggs left the meeting at 11.19am. 

Agreed: that Assembly Research will follow up on whether international evidence suggests a 
relationship between the degree of home ownership and the basis of local government taxation. 

6. Evidence Session on the Review of Domestic Rating Reform 

The Committee received evidence on research into the options of land valuation taxation and of 
rating vacant domestic property. The witnesses included Brian McClure and Alison McCaffrey, 
DFP Rating Division and Peadar Davis and Dr Jasmine Lim, School of the Built Environment, 
University of Ulster. 

Mr Hamilton left the meeting at 11.50am. 

Mr O’Loan returned to the meeting at 11.50am. 

Mr Hamilton returned to the meeting at 11.55am. 



Mr McCann left the meeting at 11.55am. 

Mr McCann returned to the meeting at 11.57am. 

Mr Storey left the meeting at 12.10pm. 

Ms McCann joined the meeting at 12.17pm. 

Members noted that, whilst more detailed research is to be undertaken into both of these 
options, DFP will shortly provide preliminary research findings to help inform the Committee’s 
considerations. 

Agreed: that once the remaining evidence has been received, members will identify the Domestic 
Rating options which should be given particular consideration. 

Mitchel McLaughlin, Chairperson, 

Committee for Finance and Personnel. 
17 October 2007 

Wednesday, 17 October 2007 
Room 152, Parliament Buildings 

Present: Mitchel McLaughlin MLA (Chairperson)  
Mervyn Storey MLA (Deputy Chairperson)  
Roy Beggs MLA 
Dr Stephen Farry MLA 
Simon Hamilton MLA 
Fra McCann MLA 
Jennifer McCann MLA 
Adrian McQuillan MLA 
Declan O’Loan MLA 
Dawn Purvis MLA 
Peter Weir MLA 

In Attendance: Shane McAteer (Assembly Clerk) 
Vivien Ireland (Assistant Assembly Clerk) 
Colin Jones (Assistant Assembly Clerk) 
Paula Sandford (Clerical Supervisor) 
Mary Thompson (Clerical Officer) 

Apologies: None 

The meeting commenced at 10.09 am in open session. 

3. Matters Arising 

Members noted the following: 

 outstanding requests for information from the Department of Finance and Personnel 
(DFP); 

 the Land Value Taxation Campaign response to Review of Domestic Rating Reform; and 



 follow up Assembly research on international comparators for local taxation and on the 
Scottish National Party proposal for a local income tax. 

Agreed: that DFP’s evidence on the Review of Domestic Rating Reform will be held in closed 
session, as this had been requested by the Department on the basis that the information under 
discussion was not yet ready for publication and should be restricted. 

4. Evidence Session on the Review of Domestic Rating Reform 

Mr Beggs declared an interest as a resident of a working farmhouse and someone who provides 
assistance on a family farm. 

The representatives from Institute of Revenues, Rating and Valuation (IRRV) declared an 
interest in respect of ongoing work for the Belfast City Council on an aspect of rating and 
explained that they previously carried out consultancy work for DFP on rate reliefs and, prior to 
that, had acted as specialist advisers to the previous Committee for Finance and Personnel. 

Members received oral evidence from David Magor and Pat Doherty, IRRV in relation to the 
different policy options identified in the Review of Domestic Rating Reform. 

As previously agreed by the Committee, an Official Report (Hansard) was made of the evidence 
taken, which will be published on the Assembly website. 

Ms Purvis joined the meeting at 11.02am. 

Mr McCann joined the meeting at 11.10am. 

Agreed: that the representatives from IRRV will provide the Committee with a paper on Green 
Taxes in due course. 

5. Evidence Session on the Review of Domestic Rating Reform 

The Committee received oral and written evidence from Victor Hewitt, Director of the Economic 
Research Institute of Northern Ireland, on the different policy options identified in the Review of 
Domestic Rating Reform. 

When discussing the option of discount for owner occupiers, Mr Hewitt declared an interest in 
owning a second home. 

Agreed: that any follow up questions will be sent to Victor Hewitt for written response. 

The meeting continued in closed session at 12.39pm. 

6. Evidence Session on the Review of Domestic Rating Reform 

The Committee received evidence from Brian McClure, Patrick Neeson and Alison McCaffrey, DFP 
Rating Policy Division, in relation to the Department’s summary analysis of the policy options in 
the Review of Domestic Rating Reform. 

Mr Hamilton joined the meeting at 12.45pm. 

Meeting adjourned at 1.06pm. 



The meeting continued in closed session at 1.20pm. 

7. Review of Domestic Rating Reform – 2nd Draft of Committee Response 

Mr O’Loan left the meeting at 1.50pm 

The Committee considered a paper from the Rural Community Network on the Review of 
Domestic Rating Reform. 

Agreed: that the Rural Community Network’s key recommendations will be noted in the 
Committee’s response to DFP. 

Members noted the correspondence from the Consumer Council on the Review of Domestic 
Rating Reform. 

Agreed: that the Committee will advise the Consumer Council that transcripts of evidence and 
the Committee’s response to the Review will be placed on the website as soon as possible and 
that the Committee will continue to be involved in aspects of domestic rating, both in scrutinising 
any legislation arising from the Review and in giving further consideration to the longer-term 
options. 

Members noted the correspondence from the Communication Workers Union (NI Regional 
Advisory Committee Retired Members) and were advised that the Union had been informed of 
the Committee’s approach to taking evidence on the Review of Domestic Rating Reform. 

Agreed: that the IRRV paper on Green Taxes will be copied to DFP when available. 

Agreed: that any follow up questions will be sent to DFP for written response. 

Members considered the second draft of the Committee’s response to DFP on the Review. 

Agreed: that an updated version of the draft response will be issued to members on Monday 22 
October both electronically and in hard copy. Members will forward any proposed amendments 
to the Clerk before the meeting on Wednesday 24 October. 

The meeting continued in open session at 2.14pm. 

Mitchel McLaughlin, Chairperson, 

Committee for Finance and Personnel. 
24 October 2007 

Wednesday, 24 October 2007 
Room 152, Parliament Buildings 

Present: Mitchel McLaughlin MLA (Chairperson)  
Roy Beggs MLA 
Dr Stephen Farry MLA 
Simon Hamilton MLA 
Jennifer McCann MLA 
Adrian McQuillan MLA 
Peter Weir MLA 



In Attendance: Shane McAteer (Assembly Clerk) 
Vivien Ireland (Assistant Assembly Clerk) 
Colin Jones (Assistant Assembly Clerk) 
Paula Sandford (Clerical Supervisor) 
Mary Thompson (Clerical Officer) 

Apologies: Mervyn Storey MLA (Deputy Chairperson)  
Fra McCann MLA 
Declan O’Loan MLA 
Dawn Purvis MLA 

The meeting commenced at 10.11 am in open session. 

8. Consideration of Draft Committee Response to the Review of Domestic Rating Reform 

Agreed: that the consideration of the Committee’s draft response to the Review of Domestic 
Rating Reform will be held in closed session, which is in line with normal practice for 
consideration of draft committee reports. 

Members considered a response from DFP to queries raised at the Committee meeting on 17 
October 2007. 

Members noted a paper on congestion charges and road tolling, which had been received from 
the Federation of Small Businesses. This was included with the other written evidence received 
by the Committee. 

Members also noted written comments on the draft response from Mr O’Loan and Dr Farry, 
which had been circulated in advance of the meeting. 

The Committee undertook a paragraph-by-paragraph consideration of the 3rd draft of the 
Committee response as follows: 

Paragraphs 1 – 4 were agreed. 

Paragraph 5 was agreed subject to a minor addition. 

Paragraphs 6 – 7 were agreed. 

Paragraph 8 was agreed subject to minor amendment. 

Paragraphs 9 – 11 were agreed. 

Members deliberated on paragraphs 12 -16. 

Agreed: To select paragraph 14 for the Committee’s recommendation on the option of ‘Changes 
to the Level of Maximum Cap’. 

Paragraphs 17 - 19 were agreed. 

Paragraph 20 was agreed as the Committee’s recommendation on the option of an ‘Introduction 
of a Minimum Payment’. 

Paragraphs 21 – 25 were agreed. 



Members deliberated on paragraphs 26 -27. 

Dr Farry: I beg to move 

That paragraph 26 is selected for the Committee’s recommendation on the option of an 
‘Introduction of Rating for Vacant Domestic Properties’, subject to inserting ‘starting with the 
properties with higher values’ after ‘implementation’ in line 5. 

Question put and agreed to. 

Paragraphs 28 – 32 were agreed. 

Paragraph 33 was agreed subject to minor amendment. 

Paragraph 34 was agreed. 

Members deliberated on paragraphs 35 – 36. 

Agreed: To select paragraph 35 for the Committee’s recommendation on the option of 
‘Amendments to the Rate Relief Scheme’ subject to the following being added to the end of the 
paragraph:- 

‘…NI ratepayers if the increase is not funded by the UK Government as part of a wider reform of 
housing benefit. On the issue of funding uplift, the Committee calls on the Department to ensure 
that, by introducing this locally, NI would not subsequently lose out if the UK Government 
follows suit’. 

Paragraphs 37 – 39 were agreed. 

Members deliberated on paragraphs 40 – 41. 

Agreed: To select paragraph 40 for the Committee’s recommendation on the option of ‘Revision 
of existing provision for education and travelling relief’. 

Paragraphs 42 – 45 were agreed. 

Members deliberated on paragraphs 46 – 47. 

Agreed: To select paragraph 46 for the Committee’s recommendation on the option of an 
‘Introduction of deferred payment scheme for pensioners’. 

Paragraphs 48 – 50 were agreed. 

Members deliberated on paragraphs 51 – 52. 

Agreed: To select paragraph 51 for the Committee’s recommendation on the option of a 
‘Revision of the early payment discount’. 

Paragraphs 53 – 56 were agreed. 

Members deliberated on paragraphs 57 - 58 and noted the written comments on these 
paragraphs which had been received from Mr O’Loan. 



Agreed: To select paragraph 58 for the Committee’s recommendation on the option of 
‘Reprofiling the existing Transitional Relief scheme’, subject to this paragraph being amended to 
read as follows:- 

‘The Committee considers that the Department should establish whether there is sufficient 
evidence of need which would justify the significant administrative burden and revenue loss 
associated with an extension of the transitional relief scheme beyond the present 3-year period.’ 

Paragraphs 59 – 63 were agreed. 

Members deliberated on paragraphs 64 - 66. 

Agreed: To select paragraph 66 for the Committee’s recommendation on the option of a 
‘Graduated Tax System’, subject to minor amendment. 

Paragraphs 67 – 71 were agreed. 

Members deliberated on paragraphs 72 – 73. 

Agreed: To select paragraph 73 for the Committee’s recommendation on the option of a ‘Single 
Person Discount’. 

Paragraphs 74 – 75 were agreed. 

Members deliberated on paragraphs 76 – 77. 

Agreed: To select paragraph 76 for the Committee’s recommendation on the option of a ‘Single 
Pensioner Discount’. 

Paragraphs 78 – 80 were agreed. 

Members deliberated on paragraphs 81 - 82 and noted the written comments on these 
paragraphs which had been received from Mr O’Loan. 

Agreed: To select paragraph 81 for the Committee’s recommendation on the option of an 
‘Automatic Pensioner Discount’, subject to this paragraph being amended to read as follows:- 

‘The Committee supports the case for an automatic discount for pensioners over the age of 75. 
In addition, the Committee recommends further analysis by the Department of the affordability, 
in terms of revenue loss and of the potential impact on other taxpayers, of introducing an 
automatic pensioner discount. The Committee considers that this reform should be introduced if 
the further analysis indicates that it would be affordable.’ 

Paragraphs 83 – 87 were agreed. 

Members deliberated on paragraphs 88 – 89. 

Agreed: To select paragraph 88 for the Committee’s recommendation on the option of 
‘Broadening of Existing Disabled Persons Allowance Provision’, subject to this paragraph being 
amended to read as follows:- 

‘The Committee considers that there is a need to promote understanding and awareness of the 
existing Disabled Persons Allowance, both in terms of its rationale and the eligibility. The 



Committee recommends that the Department undertakes further analysis to establish the impact 
of the existing Disabled Persons Allowance before giving further consideration to the merits of 
the various options for broadening the provision.’ 

Paragraphs 90 – 92 were agreed. 

Members deliberated on paragraphs 93 – 94. 

Agreed: To select paragraph 94 for the Committee’s recommendation on the option of ‘Circuit 
Breakers’. 

Having declared an interest, as someone who provides assistance on a family farm, Mr Beggs did 
not take part in the deliberations on the option of ‘Enhanced Discount to Farmers’. 

Paragraphs 95 was agreed subject to minor amendment. 

Paragraphs 96 – 97 were agreed. 

Members deliberated on paragraphs 98 – 99. 

Agreed: To select paragraph 98 for the Committee’s recommendation on the option of ‘Enhanced 
Discount for Farmers’. 

Paragraphs 100 – 103 were agreed. 

Members deliberated on paragraphs 104 – 105. 

Agreed: To select paragraph 105 for the Committee’s recommendation on the option of an 
‘Introduction of Discount for Owner Occupiers’, subject to the following sentence being added at 
the beginning of the paragraph:- 

‘The Committee considers that the option of introducing discount for owner occupiers should 
instead be framed in terms of applying an additional rate on second homes.’ 

Paragraphs 106 – 109 were agreed. 

Members deliberated on paragraphs 110 – 111. 

Agreed: To select paragraph 110 for the Committee’s recommendation on the option of ‘Rates 
Credits’. 

Paragraphs 112 – 113 were agreed. 

Paragraphs 114 – 117 were agreed. 

Members deliberated on paragraphs 118 – 119. 

Agreed: To select paragraph 119 for the Committee’s recommendation on the option of ‘Banding 
of Capital Values (Council Tax type system)’. 

Members deliberated on paragraph 120. 



Dr Farry: I beg to move 

That the following additional points be included in the table under ‘Arguments For’ the option of 
a ‘Local Income Tax’: 

(a) ‘Some of the drawbacks of a Local Income Tax could be mitigated to an extent through 
application of the option at a Northern Ireland wide level.’ 

(b) ‘The application of Local Income Tax could be simpler than a series of rates reliefs.’ 

(c) ‘The Tax and Benefits system already takes families/dependents into account.’ 

(d) ‘There are several international examples of an income tax funding local or regional services.’ 

Question put and after further deliberation it was agreed: That the proposed points at (a) and 
(d) will be added under ‘Arguments For’ in the table at paragraph 120. 

Paragraphs 121 – 126 were agreed. 

Members deliberated on paragraphs 127 – 129, which included the following options for a 
Committee recommendation on ‘Local Income Tax’: 

Paragraph 127 – ‘The Committee recommends that the Executive should take steps to introduce 
a local income tax, in particular as a replacement for regional domestic rates, as this would align 
local taxation more closely with the ‘ability to pay’ principle.’ 

Paragraph 128 – ‘Whilst recognising that there was no clear consensus in the evidence as to the 
merits of introducing a local income tax, the Committee recommends that the Department 
considers this longer-term option further in the context of the decision of the Scottish National 
Party Coalition to introduce a capped local income tax by 2010. In particular, the Committee 
believes that this further consideration should focus on the potential of a local income tax as a 
replacement for regional domestic rates, with the district rate continuing as a property tax based 
on capital value.’ 

Paragraph 129 – ‘Having considered the available evidence, the Committee recommends that the 
option of a local income tax should not be considered further at this stage but that the option 
could be reviewed in the longer term and in light of any future experience of a local income tax 
operating in Scotland.’. 

As a consensus could not be reached on any one of the options, the Chairperson, Mr McLaughlin, 
proposed: 

That paragraph 129 is selected as the Committee’s recommendation on ‘Local Income Tax’, 
subject to substituting ‘could’ with ‘should’ in line 3. 

Question put. 

The Committee divided: Ayes 4; Noes 2; Abstentions 1. 

AYES 
Mr Beggs, Mr Hamilton, Mr McQuillan, Mr Weir. 



NOES 
Dr Farry, Ms McCann. 

ABSTENTIONS 
Chairperson (Mr McLaughlin) 

Question accordingly agreed to. 

Agreed: that a reference will be made in the Committee’s response to refer the reader to the 
relevant Minutes of Proceedings for details of amendments moved and not agreed and of 
divisions. 

Paragraphs 130 – 132 were agreed. 

Members deliberated on paragraph 133, which read as follows: 

‘The Committee’s recommendation on local income tax also applies to the option of income tax 
varying powers.’ 

As a consensus could not be reached on this paragraph, the Chairperson, Mr McLaughlin, 
proposed: 

That the recommendation in paragraph 133 is agreed subject to being amended to read as 
follows: ‘Having considered the available evidence, the Committee recommends that the option 
of income tax varying powers should not be considered further at this stage’. 

Question put. 

The Committee divided: Ayes 4; Noes 2; Abstentions 1. 

AYES 
Mr Beggs, Mr Hamilton, Mr McQuillan, Mr Weir. 

NOES 
Dr Farry, Ms McCann. 

ABSTENTIONS 
Chairperson (Mr McLaughlin) 

Question accordingly agreed to. 

Agreed: that a reference will be made in the Committee’s response to refer the reader to the 
relevant Minutes of Proceedings for details of amendments moved and not agreed and of 
divisions. 

Paragraphs 134 – 136 were agreed. 

Paragraph 137 was agreed as the Committee’s recommendation on the option of a ‘Local Sales 
Tax’. 

Paragraphs 138 – 140 were agreed. 

Paragraph 141 was agreed as the Committee’s recommendation on the option of a ‘Poll Tax’. 



Paragraphs 142 – 147 were agreed. 

Paragraph 148 was agreed as the Committee’s recommendation on the option of a ‘Tourist Tax’. 

Paragraphs 149 – 154 were agreed. 

Members deliberated on paragraphs 155 - 157 and noted the written comments on these 
paragraphs which had been received from Mr O’Loan. 

Agreed: To select paragraph 156 for the Committee’s recommendation on the option of ‘Road 
Charging’, subject to the paragraph being amended to read as follows: 

‘Whilst recognising that there was no clear consensus in the evidence as to the merits of road 
charging, the Committee recommends that the Department considers the option further, 
particularly in terms of its potential economic impact, costs and benefits, feasibility, effectiveness 
in reducing road congestion, and in the context of decisions on the other rating reforms.’ 

Paragraphs 158 – 162 were agreed. 

Members deliberated on paragraphs 163 – 164. 

Agreed: To select paragraph 163 for the Committee’s recommendation on the option of ‘Green 
Taxes’, subject to substituting ‘taxes’ with ‘taxes/credits’ in line 1. 

Paragraphs 165 -172 were agreed. 

Members deliberated on paragraphs 173 – 174. 

Agreed: To select paragraph 174 for the Committee’s recommendation on the option of ‘Land 
Valuation Taxation’. 

Paragraphs 175 – 177 were agreed. 

Members deliberated on paragraphs 178 – 179. 

Agreed: To select paragraph 178 for the Committee’s recommendation on the option of ‘Derelict 
Land Taxation’, subject to the deletion of the last sentence. 

Members deliberated on Paragraph 180. 

Dr Farry: I beg to move 

That paragraph 180 is agreed subject to the following being added to the end of the paragraph: 

‘The Committee recommends that the Regional Rate and District Rate element of rates bills 
should be clearly differentiated on household rates bills, including through specifying the precise 
sum that is being allocated to each.’ 

Question put and agreed to. 

Members deliberated on Paragraph 181. 



Dr Farry: I beg to move 

That paragraph 181 is agreed subject to the following being added to the end of the paragraph: 

‘The above comments of the Committee are limited to the matter of transparency, and are made 
without prejudice to wider discussion on the recommendation of the Independent Review of 
Water Reform.’ 

Question put and agreed to. 

Paragraphs 182 – 186 were agreed, subject to adding an additional paragraph to explain that, 
when finalising the response, the Committee had received correspondence from the NI Fair 
Rates Campaign relating to the uptake of housing benefit and rate rebate claims from owner-
occupier ratepayers. 

Agreed: that a reply to the correspondence from the NI Fair Rates Campaign will be sought from 
DFP and that both pieces of correspondence will be included as appendices to the Committee’s 
response. 

Paragraphs 187 – 193 were agreed. 

Paragraph 194 was agreed subject to the third and forth sentences being amended to read as 
follows: 

‘However, the Committee has been advised that, even within existing legislative parameters, 
there are opportunities to create a more progressive system of regional taxation that would not 
adversely affect economic development.’ 

Paragraph 195 was agreed. 

Agreed: That the amended Committee response to the Review of Domestic Rating Reform will be 
sent to the Department as soon as possible. 

Agreed: That the amended Committee response, together with the evidence received, will be 
formatted as a formal Committee report and considered at the meeting on 7 November with a 
view to the report being approved for publication. 

The meeting continued in open session at 1.37pm 

Wednesday, 7 November 2007 
Room 152, Parliament Buildings 

Present: Mitchel McLaughlin MLA (Chairperson) 
Mervyn Storey MLA (Deputy Chairperson) 
Roy Beggs MLA 
Dr Stephen Farry MLA 
Simon Hamilton MLA 
Fra McCann MLA 
Adrian McQuillan MLA 
Declan O’Loan MLA 
Peter Weir MLA 



In Attendance: Shane McAteer (Assembly Clerk) 
Colin Jones (Assistant Assembly Clerk) 
Paula Sandford (Clerical Supervisor) 
Mary Thompson (Clerical Officer) 

Apologies: Jennifer McCann MLA 
Dawn Purvis MLA 

The meeting commenced at 10.05 am in open session. 

9. Consideration of Formatted Report of Committee’s Response to the 2007 Executive Review of 
the Domestic Rating System 

Members noted that, as agreed at the last meeting, the Committee’s response to the Minister 
had been issued to DFP. 

As agreed at the last meeting, the response had subsequently been formatted and tabled as a 
Draft Report for the Committee’s consideration. Members noted that, apart from typographical 
amendments, the formatted Draft Report was the same as the response previously agreed and 
sent to the Minister. 

Members were advised that DFP had lifted the ‘restricted’ marking on its analysis of the various 
options and on the initial research commissioned from the University of Ulster and that these 
had therefore been included as appendices to the formatted Committee Report. 

Dr Farry stated that the minutes of proceedings of 24 October 2007 did not reflect the fact that 
the Committee had divided on whether to issue its response to the Minister. 

Agreed: that, as the minutes of proceedings of 24 October 2007 had been formally agreed 
earlier in the meeting, the recording of the proceedings on 24 October 2007 will be checked and 
the issue would be addressed at the next meeting on 14 November 2007. 

As the Committee had already considered the typescript response on a paragraph by paragraph 
basis, the Chairperson, Mr McLaughlin, proposed: 

That the Committee is content to agree the main body of the Report without going through it 
again on a paragraph by paragraph basis. 

Question put. 

The Committee divided: Ayes 6; Noes 1; Abstentions None. 

AYES 
Mr Beggs, Mr McCann, Mr McLaughlin, Mr O’Loan, Mr Storey, Mr Weir. 

NOES 
Dr Farry. 

ABSTENTIONS 
None 

Question accordingly agreed to. 



Mr O’Loan left the meeting at 12.46 pm. 

Agreed: that the draft executive summary stands part of the Report. 

Agreed: that paragraph 34 of the Key Conclusions and Recommendations section is deleted and 
that the related sentence in paragraph 168 is not printed in bold. 

Agreed: that the appendices stand part of the Report. 

Agreed: that the Report, as amended, be the Second Report of the Committee for Finance and 
Personnel to the Assembly for Session 2007/08. 

Members considered whether to table a motion for a ‘take note’ debate on the Committee 
Report. 

Members noted that the Executive is due to consider the issue of domestic rating on 22 
November and that the Minister of Finance and Personnel is likely to make a statement in the 
Assembly on 26 November 2007. It was also noted that order papers for plenary business on 19 
and 20 November had already been agreed by the Business Committee. 

Agreed: that the Committee will not seek a plenary debate on its Report on the Executive’s 
Review of the Domestic Rating System. 

Wednesday, 14 November 2007 
Room 152, Parliament Buildings 

Unapproved Minutes of Proceedings 

Present: Mitchel McLaughlin MLA (Chairperson) 
Mervyn Storey MLA (Deputy Chairperson) 
Roy Beggs MLA 
Dr Stephen Farry MLA 
Simon Hamilton MLA 
Fra McCann MLA 
Jennifer McCann MLA 
Declan O’Loan MLA 
Peter Weir MLA 

In Attendance: Shane McAteer (Assembly Clerk) 
Colin Jones (Assistant Assembly Clerk) 
Vivien Ireland (Assistant Assembly Clerk) 
Paula Sandford (Clerical Supervisor) 
Mary Thompson (Clerical Officer) 

Apologies: Adrian McQuillan MLA 
Dawn Purvis MLA 

3. Matters Arising 

Consideration of Committee Response to the Review of Domestic Rating 

Members reviewed the recording of the Committee’s decision to forward its response to the 
Department. 



Agreed: that details of the division on the decision to issue the Committee Response to the 
Department should be read into the record of the Committee’s consideration as follows:- 

The Chairperson, Mr McLaughlin, proposed: 

That the amended Committee response to the Review of Domestic Rating Reform will be sent to 
the Department as soon as possible. 

Question put. 

The Committee divided: Ayes 5; Noes 1; Abstentions 1. 

AYES 
Mr Beggs, Mr Hamilton, Ms McCann, Mr McQuillan, Mr Weir. 

NOES 
Dr Farry. 

ABSTENTIONS 
Chairperson (Mr McLaughlin) 

Question accordingly agreed to. 

Appendix 3 

Minutes of Evidence 

26 September 2007 

Members present for all or part of the proceedings: 
Mr Mervyn Storey (Deputy Chairperson) 
Mr Roy Beggs 
Dr Stephen Farry 
Mr Simon Hamilton 
Ms Jennifer McCann 
Mr Adrian McQuillan 
Mr Declan O’Loan 
Ms Dawn Purvis 
Mr Peter Weir 

Witnesses: 

Ms Alison McCaffrey  
Mr Brian McClure 
Mr Patrick Neeson 

 Department of Finance and Personnel 

1. The Deputy Chairperson: The next item on the agenda is the review of domestic rating. I 
welcome the return of Mr Brian McClure, who is head of the rating policy division in the 
Department of Finance and Personnel. I also welcome Mr Patrick Neeson and Ms Alison 
McCaffrey. 



2. Mr Brian McClure (Department of Finance and Personnel): Good morning, Mr Deputy 
Chairperson. Committee members should have a copy of the consultation report. Would the 
Committee like me to give a high-level overview of the report and pick out some highlights, or 
would members prefer that I answer questions? 

3. The Deputy Chairperson: It would be preferable if you could provide an overview, and then, 
because we have an allotted time for this subject, we could ask questions. 

4. Mr McClure: The report begins with an introduction, as all reports do, and then goes on to the 
summary of key reforms that were introduced by direct rule Ministers for April 2007. The report 
merely aims to summarise the views expressed by those who responded to the consultation, and 
I provided the Committee with figures for the respondents the last time that I was here. 

5. Everything cannot be covered in the report. Even today, we received a phone call from an 
organisation saying that we had not referred to it, on a specific issue, in the report. We could not 
have done that, because to do so would have made the report 150 pages long and virtually 
unreadable. Therefore, we have attempted to capture the flavour of the responses. For a better 
view of the individual responses, people should consult the rating reform website. However, 
there has been a technical hitch in that we have been unable to put all of the responses on the 
website. We hope to have that rectified by close of play today. I apologise for that. 

6. Our intention was to publish the responses at the same time as the report. Instead, they are 
going to be 24 hours late. However, once the responses are available, people will be able to 
examine them in detail. It is important to note that the report does not contain further analysis 
of the options on which respondents have commented nor does it give any recommendations. Of 
course, the Minister will not be in a position to make any recommendations until he has received 
the Committee’s views on the important issues that are the subject of the review. 

7. Section 2 of the report covers ‘Strand 1 Options’, which have been broken down into two 
strands. Strand 1A refers to those changes that can be made to the existing system by April 
2008. In other words, it refers to those changes that can be given effect, fairly easily, through 
subordinate legislation, which provides for a much speedier route for policy change although it 
will still require the Assembly to pass legislation. We have divided the issues that fall into that 
category from the more long-term ones. I will outline the strand 1A options in a moment. 

8. Strand 1B options are changes that will require primary legislation, but in the context of the 
existing system. 

9. That section begins with general comments made by respondents about the merits, or 
otherwise, of the capital-value system. Those comments range from the difficult issue of the 
ability to pay, district rates, regional rates, and asset-rich/income-poor, which is a thread that 
flows through a lot of the responses. Then we move on to the strand 1A issues, of which I will 
focus on two or three. 

10. First, 42 responses referred specifically to the maximum cap, which is a difficult issue. A 
slight majority was in favour. However, it is worth noting that of the responses from 
representational organisations only six were in favour of a cap, or a lower cap, whereas 18 were 
opposed, which is interesting. We have attempted to summarise the issues. The fair rates 
campaign is in favour of a cap at around £300,000 capital value. 

11. The consultation found overwhelming support for the rating of vacant domestic property. 
Some of the support suggested that more work needed to be done, but most of the responses, 
particularly from organisations, were in favour of the measure being introduced. 



12. There were a number of responses about amendments to the rate relief scheme. As I have 
said before, parts of the low-income relief scheme can be changed quite easily. One of those 
that attracted comment was the savings limit. The fair rates campaign has been lobbying hard 
for the savings limit that applies under rate rebate to be increased to £50,000 for pensioners. 
We will be looking at that. 

13. There was a lot of concern from organisations about whether the revision of the existing 
provision for education and training relief targeted students, or if landlords benefited more. 

14. The transitional relief scheme allows a three-year phasing-in for those who were affected 
most adversely by revaluation. Some people have suggested a profiling of that scheme again, 
and the citizens advice bureau has suggested that it should be graduated. However, there were 
not many responses on that. That is all of strand 1A. As I explained, strand 1A is for measures 
that can be implemented easily for April 2008. 

15. Strand 1B refers to options under the existing system, or the retaining and improving of 
some of the main elements of the capital value system. A number of options were presented in 
the terms of reference. The most contentious issue by far was the single-person discount. A high 
number of respondents were in favour of that. That is a feature of council tax in GB. Fifty 
respondents, including all ratepayers, were in favour of its introduction. Parity with the rest of 
the UK was the main rationale that respondents gave for that. 

16. However, some respondents, notably the Alliance Party, acknowledged that it was a fairly 
blunt relief, which should, perhaps, be targeted more at single pensioners. 

17. A single-pensioner’s discount also attracted responses; eleven of which — four from 
ratepayers and seven from organisations — referred to it specifically. Virtually all those 
supported its introduction. That is the flavour that the Department is getting from consultation. 
People believe that relief should be given to those who are most in need and that there is 
justification for providing automatic discounts for particular groups because of issues arising 
from take-up, and so on. That is borne out by the responses. The Ulster Unionist Party supports 
a non-means-tested, automatic discount for pensioners as well, arguing that it gives security to 
those who have worked hard and saved throughout their lives. 

18. The curiously titled “circuit-breakers” is another way of saying that there should be an 
income limit on the amount that people are expected to pay on property tax. There were only 
five responses to that, which perhaps reflects the lack of information that is available on it; 
people may not have felt able to comment in detail. Some of those who responded were in 
favour. 

19. Under the existing capital-value system and, indeed, under the old net annual value (NAV)-
based system, it is traditional that farmhouses are treated differently from other houses, so that 
gives rise to a discount. Some have argued that the discount should be enhanced. Six 
organisations that responded to the consultation sought enhanced discounts for farmers to 
reflect the user restrictions that apply to planning applications or permissions. They felt that the 
existing discount — which, I believe, equates to around 20% — should be greater. 

20. Finally, with regard to strand 1, the World Wide Fund for Nature has put forward an 
interesting proposal on providing a rates credit for those who invest in specified energy-saving 
improvements, such as insulation, which could be partially funded by energy producers through 
the voluntary energy efficiency levy agreement. The Department is examining that in detail and 
consulting counterparts in GB where a similar scheme exists under the council tax. 



21. That was a quick run-through of the strand 1 issues. Strand 1 can be divided into those 
measures that can be easily introduced by April 2008 and those that will take a bit longer 
because of the need for primary legislation. Strand 2 options examine alternatives and 
supplements to the rating system. That includes the banding of capital values — in other words, 
a kind of council tax solution. Twelve respondents to the consultation referred to that 
specifically. The Ulster Unionist Party believes that it deserves a little more consideration before 
any final decision is made. The fair rates campaign has argued for an eight-banded model. 

22. It is worth mentioning that one of the key features of the council tax system is not just the 
banding of values, but the fact that it is quite restrained. People who are at the bottom of the 
system pay a third of what those who are at the top pay, so the council tax system has a one-to-
three progression. That is a deliberate feature of the system, which recognises that council tax is 
not just a property tax, but a charge for local services. The Fair Rates Campaign is interested in 
that as a possible option. However, it has argued for a slightly different model with a one-in-five 
progression. 

23. Local income tax is a difficult issue. 

24. We received a substantial response on that. There were fifty respondents — 25 ratepayers 
and 25 organisations. Thirty-five respondents supported its introduction, and 15, including 
several ratepayers, were opposed to it. 

25. The organisations that supported the introduction of local income tax — or, at least, 
supported further work being carried out to consider its introduction — included the Fair Rates 
Campaign, the General Consumer Council, Age Concern, Castlerock Causeway Coast Community 
Consortium, the National Federation of Post Office and BT Pensioners, Lisburn City Council and 
various others. The Ulster Unionist Party strongly opposed it. The Alliance Party, as members 
know, favoured it, although it argued that it should apply only to the regional rate and not to the 
district rate, because of the difficulties of administration if applied at a local level. 

26. There was little comment on, or support for, sales tax. Perhaps people think that, given the 
land border that we share with the South and globalisation of the marketplace, for example, with 
the rise in internet buying, a sales tax might not be effective. Fifteen respondents commented on 
it, but only two offered what I would describe as qualified support, and 13 opposed it. 

27. Land-value taxation is an interesting option. I know that the Chairman is interested in the 
further work that the Department is carrying out with the University of Ulster. Some of the 
respondents were interested in land-value taxation as a potential alternative, or supplement, to 
the existing rating system. Ten of the respondents, two of whom were ratepayers and eight 
were organisations, referred specifically to land-value taxation. Three of those respondents 
supported the introduction of such a tax, two offered qualified support and five opposed it. That 
is a mixed bag of responses to a pure land-value taxation system. 

28. One subset of that is the possibility of introducing a derelict-land tax, which would apply to 
land that is unused, derelict or otherwise not on the market. That gathered some support from 
respondents, 11 of whom referred specifically to the issue. Six of those, including ratepayers, 
supported its introduction, four offered qualified support, and one was opposed to it. Many of 
the respondents saw that tax, not merely as a revenue-raising measure, but as something that 
could satisfy other policy aims, such as economic development or the provision of affordable 
housing. 

29. In section 4, water-reform policy issues were at the top of the list. The Department did not 
ask directly for views on water charging; we asked about it as an issue in relation to rates. 
Unsurprisingly, many respondents took the opportunity to voice their opposition to water 



charging. Many people were of the view that there should not be a separate charge for water, 
but that it should be — and already was — included in rates bills. 

30. Other issues in this section included second homes and relief for permanent residents, and 
those measures had pockets of support. Some comments were made about revaluation. 
Concerns were voiced about the impact of a revaluation, if the existing system were to be 
retained. Finally, there were a couple of concerns about the appeals system. 

31. That was a quick run through the report; I hope that I have given the Committee a flavour. 
The report is not comprehensive; it is intended to be a signpost that will enable people to 
consider the issues in more detail through examining the individual responses that will be on our 
website by the close of play today. 

32. The Deputy Chairperson: Thank you. The Committee appreciates having sight of the report 
before it was published, and that all the information will be on the rating review website so that 
people can see the specific submissions that have been made. 

33. The Committee is interested in having more information on one issue that has come up 
several times. Does the Department have any cost-and-benefit analysis of the various caps and 
reliefs that will be available? The Committee urgently needs information on the revenue that 
would be lost and on the number of households that would benefit, as members must get their 
heads around the issues contained in the consultation report. 

34. Mr McClure: Yes, the Department has a lot of information and would be happy to share that 
with the Committee fairly quickly. People have commented on a myriad of options, and it will be 
helpful for us to compile a shortlist of around 20 options, which we can provide as soon as 
possible. We have done much of the analysis on costs and on the likely numbers of people who 
will benefit, and we have done various other assessments. 

35. Ms Purvis: Numerous reliefs were introduced in April. Difficulties with take-up have been 
mentioned. Do you have any up-to-date information on the take-up levels and costs? 

36. Mr McClure: We have not advised the Minister about this. We receive information daily, and 
we had an interesting meeting yesterday with colleagues in the Department for Social 
Development (DSD), who have carried out analysis using the family-resources survey to help us 
gauge the success or otherwise of the relief scheme. We understand that significantly less than 
50% of the people who we think are eligible under the relief scheme are actually claiming relief. 
It is no surprise that people in the social-rented sector and, to a large degree, the private-rented 
sector are well covered in the advice that they receive about entitlements. However, take-up 
rates among those in the owner-occupied sector are significantly lower, and the Minister 
recognises that that is a serious problem that must be addressed. 

37. Ms Purvis: Is it possible to make those figures available? 

38. Mr McClure: Yes, the Department intends to share all of the analysis. Currently, we have only 
preliminary results from DSD and we have not yet advised the Minister. However, we will bring 
the analysis to the Committee at the earliest opportunity. We will supply the information in 
advance of the Committee meetings in October. 

39. Ms Purvis: That information will help the Committee when it considers direct-relief, single-
person discounts and passport relief. It seems that there is a better take-up with respect to 
passport relief. 



40. Mr Weir: As regards lack of take-up, we have seen this trend with a number of other 
benefits. Do you have any figures showing the distribution of take-up compared with the level of 
relief that people receive? In other words, if the level of relief is tapered — for example, in the 
case of pension credit where the level of relief is varied — lots of people tend not to claim if they 
feel that what they will get will be marginal and will be only a couple of pounds. 

41. You mentioned that less than 50% of eligible people claim that relief. Will you supply us with 
figures that suggest variations in the levels of relief? If the figure is 50% across the board, 
perhaps it is variational. I may be proved wrong, but the take-up may be extremely low for those 
who are only entitled to low levels of relief. 

42. Mr McClure: We raised that point with officials from the Department for Social Development 
yesterday, and they will forward that information to us. However, they made an interesting point 
that some people do not claim as they think that they may not be entitled to anything, but that 
quite often they are wrong about that. They have misconceptions about the support that is 
available to them, but we hope to provide the Committee with a breakdown of the levels of 
claimants. We received the first cut of that information yesterday, but we have asked officials 
from the Department for Social Development to supplement that with a breakdown of claimants. 

43. Mr Hamilton: Before the review, much of the debate about the new system centred on the 
capital-value system and its introduction. However, from reading the report, I note that, out of 
over 100 respondents, only 29 criticised the new system. In fact, there was actually some 
support for the capital-value system. With that low level of attention on capital values and 
discussion on relief, discount schemes, etc, is there some satisfaction with, or acceptance of, 
capital values? Are people more interested in getting a system that is fairer on particular groups, 
such as pensioners or single people? 

44. Mr McClure: There may be a higher level of acquiescence, and I gauge that from the amount 
of correspondence that the Department receives. Aside from the correspondence that this has 
generated, we have noticed a remarkable reduction in the correspondence that we have 
received from ratepayers on various policy issues. I am unsure whether it is fair to jump to the 
conclusion that silence is acquiescence, but that is all that I have to go on. You are asking me a 
question on which I cannot give an objective view. 

45. Mr Hamilton: I understand that. There is a lot more in the consultation on relief and 
discounts. 

46. Mr McClure: There is more focus on the fact that some people do not like the system, so we 
should find ways of improving it. 

47. The Deputy Chairperson: It is the same with people in Northern Ireland acquiescing on 
paying money. 

48. Dr Farry: There were 119 respondents to the consultation, and we must bear in mind that it 
took place over the summer. What is the Department’s view on that level of response? Is it 
encouraged or discouraged? 

49. Mr McClure: There are two aspects to that. First, 42 organisations, including 12 district 
councils, responded. That surpasses the organisational responses for the main consultation on 
the capital value system, so that is a healthy response. I mentioned at the previous Committee 
meeting, and it was quoted in the newspapers, that only 77 ratepayers took the trouble to 
respond, and that is disappointing. Does that mean that people put more faith in the 
representative organisations? 



50. Dr Farry: Are most consultations conducted by the public sector? The vast majority of 
respondents tend to be from organisations rather than from individuals. 

51. Mr McClure: That is correct. 

52. Dr Farry: So, is that level of response from individuals different from the norm? 

53. Mr McClure: I can only go on our experience with rating policy. More ratepayers responded 
in the early stages of the reforms that were introduced in April 2007 than responded to this 
consultation. 

54. Dr Farry: Will you confirm that equality impact assessments will be carried out before any of 
the different options and strands are finally implemented? 

55. Mr McClure: It depends what the measures are. Some are mitigating and address a 
shortcoming; therefore, a full equality impact assessment will not necessarily be required. 
However, some of the main policy changes must be subjected to equality impact assessment. 

56. Dr Farry: Was the decision to create a cap of £500,000 subject to equality impact 
assessment? Was that decision not part of a political deal to bypass the process? 

57. Mr McClure: You are right; it more or less bypassed the process. 

58. Dr Farry: For that reason, it would be critical if the cap, in particular, were considered 
further. 

59. Mr McClure: Given that we have linked all the capital values with the census, it would be 
quite easy for us to carry out that work, and we can dig quite deep if necessary. 

60. Dr Farry: At the beginning of the report, you referred to a lot of respondents using the 
phrase “ability to pay”. That is difficult to define. However, when the Minister introduced the 
reform, he used that phrase frequently. Therefore, I presume that the Department of Finance 
understands exactly what it means. 

61. Mr McClure: The Department takes the phrase to mean that: “Most of the respondents 
appear to view it as directly relating tax liability with current income.” 

62. Dr Farry: Is that a consensual view that has been worked out from responses, or is it the 
Department’s view? 

63. Mr McClure: That is the respondents’ consensual view. Most respondents appear to view it as 
relating tax liability with current income. 

64. Dr Farry: What is the Department’s definition? Given that the Department used the phrase, 
one would assume that it has an understanding of what it means. 

65. Mr McClure: The way in which the Department has always looked at it, in the context of the 
capital-value system, is by linking relief to inability to pay, which usually boils down to income 
and savings. Therefore, the converse of that —ability to pay — is a relationship between tax 
liability and income and/or savings. 

66. Dr Farry: Without going into too much detail on circuit breakers, does the Department 
require a mixture of the bureaucracy that is involved both in property evaluations and in the 



income-and-benefits system, which is entirely separate? Does the Department need to find a 
mechanism to bring those together? 

67. Mr McClure: Administration will be very difficult, because certain verification processes may 
be required with HM Revenue and Customs, which is loath to share that information. Therefore, 
there are problems with that aspect of administration and with how that will align with the 
housing-benefit system. The Minister does not want to do anything that would jeopardise the 
housing-benefit budget for Northern Ireland. If such a mechanism were introduced, it could 
reduce the gross liability; therefore, housing benefits will be lower and HM Treasury will benefit. 

68. Dr Farry: I appreciate there was not a huge response on green taxes, but can you assure me 
that the Department will consider fully that option in the strand 2 options, not least because of 
the debates that are occurring across the water? 

69. Mr McClure: I specifically mentioned the suggestion of the WWF — formerly the World Wide 
Fund for Nature. The Minister, who takes the issue very seriously, has already met with that 
group and has asked the Department to thoroughly investigate that option. There are other 
environmental options, such as charging for refuse collection, or tax credits. 

70. Dr Farry: I do not accept that the nature of the responses demonstrates acquiescence or 
that people are happy with a capital-value system. There is a slight paradox, in that although 
people may not be jumping up and down over rates reform, they are jumping up and down 
about water charges. 

71. It is envisaged that water charges will be applied on a capital-value basis, and that the 
amount of money being raised through water charges — steep as that will be — will be dwarfed 
by that raised through domestic rates. There is, therefore, still an underlying problem with 
capital-value charging, and that must not be swept under the carpet. 

72. Mr McClure: I agree, and that is why I was careful to say that I could not give an objective 
answer. 

73. Mr O’Loan: What is meant by derelict land? Does that include derelict buildings? 

74. Mr McClure: It is unused land or buildings such as old industrial sites. 

75. Mr O’Loan: Why is there such a distinction between individual capital valuation — which we 
have — and the council-tax system of banding? 

76. Mr McClure: The big difference is that council tax is a restrained tax: it is artificially 
restrained so that those at the bottom pay no more than one third of those at the top. 
Therefore, Band A council tax payers will pay one third of Band H payers — the top band. 
Council tax is not proportionate, unlike the individual capital-value system. Under the latter, a 
householder’s bill is related directly to their house’s capital value, which is not the case with 
council tax. That is the fundamental difference, but there are other differences such as the 
application of the banding of values, which allows a restraint to be applied. 

77. One might ask whether we would want to apply a restrained tax in Northern Ireland, and if 
so how it could be done. It would be achieved by applying graduated-tax rates to various levels 
of value, and views were canvassed on that option. However, that suggestion did not receive a 
lot of comment, and those who did comment said that it was not an attractive option because of 
the impact it would have on ratepayers in the lower values. It is not like capping, which would 
not wash back as much as a graduated-tax system. If rates were to be capped at a fairly high 



level, the wash-back to other ratepayers would not be substantial. However, if rates were to be 
applied through a graduated-tax system, people at the lower end would pay significantly more. 

78. Ms J McCann: You mentioned the difficulties in administrating the circuit-breaker system. It 
seems that the people most disadvantaged by the current rating system are those on low 
incomes and who do not fulfil the criteria for housing benefit. Pensioners, for instance, may have 
bought their homes at discounted prices and now face rates that will be based on the value of 
those homes. If the circuit-breaker system is not a viable option, is there another option — apart 
from the relief system — that will assist people in that category? 

79. Mr McClure: I gave you some of the cons about circuit breakers. However, the option has not 
been ruled out. Nothing has been ruled out because the Committee has to consider all of the 
issues before the Minister makes up his mind, and he has expressed an interest in circuit 
breakers. 

80. The intention of the low-income relief scheme was to assist those who are not entitled to 
housing benefit, but who are just above the threshold for rates relief. The effectiveness of that 
scheme and its adequacy are also being tested in the consultation. Various thresholds can be 
increased. Under the current special rates-relief scheme, the increase is tapered. That means 
that people are able to earn more than the income threshold and still be eligible for relief. It also 
applies additional allowances for single-pensioner households and pensioner-couple households, 
and that was something that came out of the St Andrews Agreement. 

81. Other measures can be taken, however, such as increasing the savings limit for pensioners. 
Many pensioners have built up savings for their old age, and those savings are limited to 
£16,000. The Assembly has the power to say that the special rates-relief scheme should allow 
for more generous savings. The Lyons report, which looked at council taxes and other issues in 
England, recommended that savings could be increased to £50,000. The fair rates campaign 
believes that the savings limit should be increased. 

82. There could also be enhanced relief for people with disabilities and for carers. There is a 
whole range of different options that could be deployed, and the Assembly has the power to do 
that. 

83. Mr Beggs: The short-term decisions that have to be made are the changes that could be 
enacted before April, and those changes would have to be incorporated into the Budget planning 
process. There are a couple of issues on the plus side that could raise money — the vacant-
property tax and the derelict-land tax. First, have you any figures that show how those changes 
would impact positively on the Budget? 

84. Secondly, you indicated that some of the schemes that have been introduced for rate relief 
have had only a 50% take-up. What analysis has there been as to why that take-up has been so 
poor? Have you assessed which groups are not applying? Is it mostly pensioner groups? There is 
work to be done on those issues. We need to know the cost of, and the timescale for 
implementing, each of those schemes. 

85. Finally, I would like to see a simple, straightforward process for the introduction of those 
new rate-relief schemes. Ending up with half-a-dozen different forms would be over-
bureaucratic, and the advantages of the money saved would be lost in the administrative burden 
and a poor take-up rate because of the degree of complexity. I hope that you will be able to 
build in a straightforward, simple process that is easy to administer, that makes it easy for 
people to apply and that caters for changes in their circumstances. 



86. Mr McClure: Your first point relates to factoring some of the schemes into the Budget or the 
comprehensive spending review (CSR). The derelict-land-tax system would need primary 
legislation, and it would require all the impact assessments associated with that. That would be a 
medium-term option; it is not something that could be done quickly. Although the vacant-
domestic-property issue could be legislated for fairly easily, there are issues with 
implementation. While it may be brigaded with all the other immediate strand 1 issues, there 
would be some operational constraints on its introduction; it could not be done for October 
2008. 

87. You asked about the revenue that those schemes are likely to generate. We have 
information on that from Land and Property Services. The University of Ulster is doing some 
modelling work for us, and rating policy division is doing its own, although that is not yet 
complete. However, when we looked at revenue four years ago, we reckoned that around £4 
million would be generated. That figure could be significantly higher now. 

88. The Deputy Chairperson: That report is scheduled to be brought to the Committee on 10 
October 2007. 

89. Mr McClure: Such schemes may not benefit the Budget immediately as they will fall outside 
the next couple of years. Thereafter, vacant-property rating — 

90. Mr Beggs: Why does it take two years to bring about change? I am astonished; surely some 
consultation could take place over four to six months. 

91. Mr McClure: As I said, it is not the legislative issues that are a problem; we could put 
together the required legislation this morning to be implemented in time for next year. However, 
there are operational issues with Land and Property Services. They have to get details about the 
owners of each and every vacant house in Northern Ireland and charge accordingly, because the 
taxation system is occupier-based. 

92. We have sought advice from Land and Property Services on this issue, and I do not believe 
that their systems are capable of dealing with that before April 2009 — perhaps beyond that. I 
will come back to the Committee with a more informed view. 

93. As I have already said, the rating policy division in the Department can draw up the 
regulations, which could be passed through the Assembly pretty quickly. However, the 
timescales involved with that implementation delay the process. It is very difficult to implement 
immediately, because it is an occupier-based taxation system. 

94. Mr Beggs: I am surprised. I thought that the Department recently had a new computer 
system installed — at a huge cost. If the Department were a business, it would have been 
thinking further into the future about its capabilities, and the changes would have been 
implemented much faster. The speed of change is grindingly slow. 

95. Mr McClure: As I said, the rating policy division is responsible for policy, and all it can do is 
implement the Minister’s decisions and draw up the legislation. If necessary, the division can 
draw up that legislation regarding vacant-property rating in time for April 2008. 

96. The issue of derelict-land taxation may require further consultation and an impact 
assessment, and it will require primary legislation to be passed through the Assembly. That 
process, at best, could take 18 months but will probably take two years. 



97. The second part of the question concerns benefit take-up. We are using information from the 
family resources survey, and we are working on that in order to identify the potential shortfall in 
benefit take-up. We believe that it is substantially lower than 50%. 

98. There are many and various reasons for people not claiming the benefits to which they are 
entitled. Those reasons include: a lack of communication; cultural issues; people making the 
wrong assumptions — a belief that, because they own their house, they are not entitled to 
benefits, or because they are not Housing Executive tenants. Many people have strange 
perceptions about that issue. There are also groups that are hard to reach — people who just do 
not have the right information. 

99. The Commons Select Committee on Communities and Local Government published a useful 
report into take-up of council tax benefit. Much consultation was conducted for that report, and 
it was analysed in detail. The report outlines some of the reasons that people do not claim that 
benefit. We will consult that report on the points that are relevant to Northern Ireland. 

100. Mr McQuillan: My problem concerns the second homes issue on the north coast. What is 
the Department’s thinking on that issue? 

101. Mr McClure: At the moment, the Department and the Minister are in contemplation mode. 
We are engaging with the Committee, and we hope to have the Committee’s views. It is a 
difficult issue. We have to consider whether that issue, and affordable housing settlements on 
the north coast, should be dealt with through the taxation system, a system that is currently 
based on occupation. Views were expressed that owners of second homes should be charged a 
supplementary rate, or a rate levy; that would be difficult to implement. There are several 
perspectives for the Minister to consider. 

102. On Mr Beggs’s point, anything that we do must be as simple and effective as possible, and 
that philosophy applies to the issue of second homes. Some take the view that, if a levy is not 
charged for second homes, a discount should be granted to permanent residents. That is 
another way to look at it. How does one come up with a simple set of rules to easily administer 
such a scheme? The issue is still on the table for consideration, and we would value the 
Committee’s opinion. 

103. The Deputy Chairperson: Thank you for coming. Obviously, a huge amount of work has to 
be done by the members of the Committee in order to formulate an opinion, and we will be keen 
to bring those thoughts to the Minister to aid his contemplations on the decisions that he has to 
make. 

104. Thanks to Patrick Neeson and Alison McCaffrey, who had a relatively easy task this 
morning, and to Brian McClure for answering the Committee’s questions. No doubt you will be 
back to see us in the next few weeks. 

105. Mr McClure: Patrick and Alison do all the work back at the office. 

106. If any of my answers were inadequate, I am more than happy to fill in the gaps and 
provide whatever analysis we have on the costs of the various options, the number of 
beneficiaries and any wider considerations relating to those options. 

107. The Deputy Chairperson: Thank you. 
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108. The Chairperson (Mr McLaughlin): The Citizens Advice Bureau has agreed to give evidence 
to the Committee on the review of domestic rating, and I appreciate the fact that it has 
responded at short notice. I welcome Lucy Cochrane to the Committee. The session is being 
recorded by Hansard, and I remind everyone to switch off their mobile phones. 

109. Ms Lucy Cochrane (Citizens Advice Bureau): Have all members seen a copy of our 
submission? 

110. The Chairperson: Yes. We also have the case studies that you provided, which are very 
helpful. 

111. Ms Cochrane: I presented that document to the head of the rating division in July. The 
Department of Finance and Personnel has been made aware of those issues, and we have a 
close working relationship. If we receive difficult rates cases, we pass them on. 

112. I refer to the main points of our submission. One of the biggest problems that we noted in 
the Rates (Amendment) (Northern Ireland) Order 2006 was that there was no single-person 
discount. That should have been added to the legislation, because so many aspects of the 
capital-value system mirror that of Great Britain; yet that was left out. Many people are not 
eligible for any type of means-tested benefit. They are not eligible for the new relief, or housing 
benefits for rates, and if they are in a middle bracket for earnings — perhaps on the national 
minimum wage, or because they are single parents — they will be penalised if they receive a 
larger rates bill from April 2007. We felt that that issue should be reconsidered. 

113. Since our 2006 consultation, there is less pressure from Land and Property Services on our 
clients. However, in our submission, we mention that there should be an intermediary, such as 
the CAB or the advice sector, for ratepayers who are struggling with debt. Currently, it appears 
that, if a person does not pay the bill, he or she goes straight to court, and we feel that there 
should be more flexible ways for people to pay those bills. There should be more leeway; for 
example, Citizens Advice Bureau has a partnership with the Housing Executive for tenants who 
fall into arrears. The CAB advisor goes through their income and expenditure and comes up with 
a repayment proposal. A similar model may be suitable. 

114. Citizens Advice Bureau also pointed out that, although the transitional relief for those who 
had a substantial increase in their rates bill this year is welcome, it should be more generous. 
Those with a large increase in their bills are struggling, even given the initial scheme. That has 
had an impact on those who are not entitled to means-tested benefits, but who are not on a 
high salary. 



115. It is difficult for us to comment on the new rate relief, but I have statistics from the CAB 
network that I can leave with the Committee. Approximately 20% to 25% of rates issues that 
have been raised with us are about the new relief, either from people enquiring about access to 
it, or from those who have made a claim and are waiting to see what has happened. It may take 
us another few months to examine the trends in the CAB statistics. 

116. The main problems that we have identified with rates relief and housing benefit are IT 
issues. I mentioned in the submission that that is not due to be fixed until 2008. The computer 
system does not seem to interact correctly between the collection of rates and the payment of 
housing benefit and rate relief. Consequently, rate relief is being manually processed because 
the new calculation of that relief does not tie in with the housing-benefit calculations, and people 
are receiving an award letter for their housing benefits for rates, and a separate letter for rate 
relief. 

117. We want to know why that happened, and what IT infrastructure is in place to prevent it 
from recurring. Should a central Government Department not have a robust IT system that can 
handle a sudden change in housing-benefit legislation with the introduction of the new relief? 

118. Receiving two award letters has led to confusion and frustration for clients. They go to an 
advice centre where they are told that they are entitled to a certain amount of benefit each 
week, and they subsequently receive a letter stating that they will receive a lesser amount, 
which makes them believe that they have received the wrong information. Then, they receive a 
letter stating the amount of relief to which they are entitled. One of the first necessary 
mechanisms is an all-in-one letter that incorporates housing benefit and rate relief. 

119. The problems experienced by individuals who are entitled to full rate relief are gradually 
being sorted out. There are backlogs, and some outstanding cases go back to 2006. However, as 
far as our client base is concerned, we are over the worst of those problems. We are concerned 
about those individuals who have not sought help from an advice centre. If they do not have an 
advocate who can contact the benefits office on their behalf, their case may sit untouched. That 
concerns us, but it is lucky that some individuals are able to contact the CAB. In view of that, we 
are running a large benefit-uptake project in conjunction with the Social Security Agency. We are 
writing to 17,000 clients, and every one of those will receive a full benefits check, incorporating 
rates, disability benefits, and any income-related benefits. However, we are concerned about 
those who are outside the CAB access loop or the independent advice sector. 

120. Clients’ feedback suggests that the award letters are very confusing and unnecessarily long. 
In some instances, 16 pages of computer-generated letters were sent to say simply that a client 
was entitled to x amount of housing benefit for rates each week. We have raised that matter 
with the rating division of Land and Property Services, and it is considering reviewing that 
process. However, we have not yet seen that review. 

121. Ironically, the manual letters that are received by clients who are receiving the new rate 
relief scheme are succinct and really easy to understand. We wonder why that template could 
not be used for housing benefit letters. We understand that many letters are computer-
generated, and sometimes letters that go out to recipients can be out of our control. However, 
we would be interested to see how that process could be reviewed. 

122. Rating division needs to have access to the Social Security Agency’s database that details 
the other benefits to which a client is entitled. That scheme rolled out with the Housing 
Executive, so staff can examine clients’ other incomes, such as state or occupational pension. 
That makes the benefit-uptake process faster and more efficient. We see no reason why rating 
division should not be able to access that database; there should be better communication 
between the four agencies. 



123. With regard to queries, the worst of that problem has been dealt with, as the Committee 
can see from the statistics that I have provided. However, when people’s bills arrived in April and 
May, there were considerable issues with contacting the rating division. Although I am sure that 
extra staff and phone lines were available for that period, there must be better planning for next 
year’s predictably busy times. 

124. Last-minute changes to the Rates (Amendment) (Northern Ireland) Order 2006, which was 
amended in April, provide a more generous calculation for people who are over 60. We 
welcomed the legislation, although we got wind of it only 10 days before it came into operation. 
That threw a spanner into the works of the Citizens Advice Bureau information system. We were 
not able to obtain a copy of the legislation, and it was not on the Office of Public Sector 
Information’s website. That made it difficult for us to disseminate the information to our advisers 
because we had to make last-minute changes to the information database that they use. 

125. We simplify the legislation for the advisers for when they, in turn, advise their clients. We 
would have preferred to have had better notice of the change. It took considerable staff time 
and resources to deal with that in a short space of time, and we would have been able to change 
our information system with a lot less pressure had we sooner been informed of the correct 
legislation. 

126. The legislation was introduced hastily here, compared to the legislative process in GB, 
where organisations are given more notice when changes are made to legislation. In addition, 
more experienced advisers use maximising software that is bought in, and advisers who worked 
out the calculations may not have been aware of such changes, because the Statutory Rule had 
not been passed. Therefore, even the advisers’ calculations had to be changed after the review. 
That must be taken into account if dramatic changes are to be made to the system in future. 

127. Those are the main points that have been raised on the benefits system, but I have collated 
more. The Committee has been given a copy of the case studies up to July, and the main issues 
that have been highlighted since then include delays in the processing of housing benefit and 
rate relief. The correspondence confuses clients. One adviser pointed out that clients should 
automatically be sent a letter when their claim has been received to reassure them that their 
claim has arrived and that it will be worked on. 

128. There is an issue for people over 60 in respect of housing benefit for rate relief and the 
pension service. Some forms go missing when the pension service distributes them to Land and 
Property Services. I do not know whether that problem lies with the pension service or with the 
rating division, but some housing benefit for rate relief forms go through the pension service, but 
do not end up with Land and Property Services, so that should be flagged up. 

129. I turn to the matter of long delays. One of our clients made a claim in January, but the case 
was erroneously closed. It was not until that client approached Citizens Advice that they were 
able to investigate the matter. Another client’s case had expired because it was made in 
September 2006, but no one had worked on it, so the case was closed until Citizens Advice 
contacted the client. 

130. The Chairperson: Examples of communication difficulties are reflected throughout the 
report. Have there been any improvements as the IT system beds in, or is the situation 
worsening? 

131. Ms Cochrane: The Citizens Advice Bureau receives more queries, but I presume that that 
includes people who make contact through the benefit-uptake programme. However, there has 
been an improvement in delays because the rating division has been working through the 
backlog since April. There are outstanding cases, but there is an improvement in the time that 



they take to process. However, there will be many new cases as a result of the work of Citizens 
Advice and Advice NI. We are worried about the backlog building up again, and have expressed 
concerns because there will be a deluge of fresh claims in the next few months. 

132. Mr Weir: Thank you for your presentation and for the points that you have covered. What is 
the take-up of reliefs? Do you foresee any problems with that? Could any solutions be employed 
to ensure that there is a greater take-up? One concern is that some people who perhaps fall 
within the boundaries of entitlement may not even bother to make a claim. 

133. How do we get around that problem? 

134. Ms Cochrane: Probably one of the greatest obstacles is that people are unaware of their 
benefit entitlements. CAB finds that the main problem is with owner-occupiers and with people 
over the age of 60. Most people have found out about benefits such as pension credit — which is 
additional to their income — but they do not realise that they can get extra help with rates 
because they think that homeownership precludes entitlement to that. Perhaps simple measures 
such as promotional materials are needed to dispel that myth. 

135. A CAB adviser will consider every scenario with any client who looks for advice. For 
example, an adviser will check a client’s rates. Historically, there has been a slow uptake of rates 
rebates. There are also additional obstacles — such as gathering data — associated with 
benefits. Previously, clients had to prove owner-occupation. Many people found it difficult to 
obtain any kind of paperwork that would prove that they owned their house. As far as the future 
is concerned, perhaps there should be more publicity that is targeted particularly at older people. 

136. Mr Weir: If many problems relate to elderly people in particular, what impact do you think 
that the recent reduction in the number of pension credit advisers will have? You have said that 
when advice is given, it often goes beyond advice on pension credits and can include advice on 
rates relief and other issues. 

137. Ms Cochrane: CAB has offices in 30 different locations with numerous outreach facilities. 
The current benefit-uptake process is the main issue being addressed by all CABs in Northern 
Ireland. People can approach their local CAB. 

138. Mr Weir: If the Department for Social Development’s role is cut back, will that have an 
impact on the CAB’s advice role? 

139. Ms Cochrane: Do you mean as far as pension advisers are concerned? 

140. Mr Weir: Yes. 

141. Ms Cochrane: It would be difficult for the CAB to know the answer to that question. We 
deal with clients who have been selected by the Social Security Agency’s anti-poverty unit. 
Although people make use of pension advisers, the independent advice sector could pick up on 
that. 

142. Mr Beggs: First, you mentioned the lack of uptake of certain entitlements. You have also 
spoken about long delays, computer systems, 16-page letters, telephones not being answered 
and the need for an advocate to progress a person’s application. Although those seem to be 
significant reasons that many people might not bother to engage in what appears to be a 
difficult process, it would be helpful if you could tell us of any other reasons for the lack of 
uptake? 



143. Secondly, you said that you were given very short notice about the exact content of the 
legislation and how CAB might give practical advice to clients on how it might affect them. Does 
the Department of Finance and Personnel consult the CAB about the enactment of new 
legislation so that it will be aware in advance of any ramifications about how it will work in 
practice for clients and client advisers? 

144. Ms Cochrane: In answer to your second question, CAB was fully consulted about the Rates 
(Amendment) (Northern Ireland) Order 2006. That consultation process took place over a year. 

145. Mr Beggs: My question concerns its implementation. 

146. Ms Cochrane: CAB knew exactly what the new reliefs would look like. However, the last 
section of the Order, which deals with people over the age of 60, came into force suddenly. A 
steering group had worked on the section of the Order that dealt with the age sector. However, 
a last-minute decision was made. On that occasion, CAB felt that it had not been adequately 
consulted. Nevertheless, CAB was fully consulted in the overall process for the 2006 Order. 

147. In answer to your first question — regarding the way in which people should be told about 
benefits — when I talk about IT problems and letters, those problems may occur only after 
someone has actually made a claim. When people make claims off their own bat and do not get 
an advice worker to fill in the claim form on their behalf, they find that, although the forms have 
been shortened and simplified, they can still be quite difficult to complete. 

148. There are issues about literacy and sensory impairment, and there have been a couple of 
cases in which people have been nervous about claiming Government benefits. The anti-fraud 
campaign on the television did not give people much confidence to claim new means-tested 
benefits. There are not huge volumes of people reporting that, but we have heard of incidents in 
which older people in particular have been intimidated out of claiming means-tested benefits 
because they are afraid that there is going to be an overpayment. 

149. Mr McQuillan: Has any research been done to identify those people who have not sought 
help? 

150. Ms Cochrane: Several pieces of research have been done, but off the top of my head I 
cannot name any of them. There was some research carried out by the Office of the First 
Minister and the Deputy First Minister on that subject. It is difficult to gauge, because unclaimed 
benefits amount to somewhere between £16 million and £74 million a year, which is a wide 
margin. There is a great deal of statistics on how many households should be claiming benefits 
in Northern Ireland. I will get back to you on that. 

151. Mr McQuillan: Do you have any idea how we could make people aware that they are 
entitled to certain benefits? 

152. Ms Cochrane: The usual way is through press releases in local and national newspapers, 
and more publicity, such as leaflets through the door. That is how we promote our services. 
When everybody got their rates bill in April it was accompanied by an information leaflet on rate 
relief. It was good to have that, but people need reminding. It may be time for another publicity 
campaign. 

153. Mr McQuillan: Should the Department carry out that campaign? 

154. Ms Cochrane: Yes; through the media. 



155. Mr O’Loan: Citizens Advice is an important organisation; it is perhaps uniquely well placed 
to provide information on how people are responding to the changes in the system. I welcome 
your submission, and it strikes me that you have made several new points. It is important that 
that information goes to Land and Property Services. I am pleased to hear that your organisation 
has a good relationship with Land and Property Services; that is important. 

156. The rates bills generated a huge volume of enquiries, and as time has passed, you have 
commented usefully on a number of matters that need tidying up, shall we say. What is your 
overall assessment of the management of this substantial change in the rating system? 

157. Ms Cochrane: You will note that we did not have any criticisms of the relief per se. It is 
great that the benefit has been improved, and we welcome the new reliefs, although we did 
suggest that there needed to be some tweaking in certain areas. Overall, there should have 
been better planning, as I said earlier, to deal with the increased volume of calls in April. This 
year was different, because although some people’s rates were reduced, many other people 
experienced a rates increase. A lot of people were confused; they did not know who to contact 
about, for example, the capital value of their house: should they phone the valuations division; 
should they phone the rates division? There should have been more hands on deck to handle 
those queries. 

158. Our biggest issue was the problem with the IT system, which has still not been resolved. 
Since I last met them in July 2007, staff in the rating division have been working round the clock 
to clear the backlog. However, cases are still coming through — Rome was not built in a day. 
The rating division did not promise that the backlog would be cleared overnight. Everyone is 
being realistic, but the situation could definitely have been handled better. Those in the higher 
echelons of Land and Property Services should review their IT system to ensure that it can 
handle the volume. 

159. Mr O’Loan: That is a useful answer to which, no doubt, Land and Property Services will 
listen with interest. 

160. You have suggested a couple of extra reliefs, such as an automatic 25% discount for all 
single-person households. 

161. Ms Cochrane: Yes, as is the case in GB. 

162. Mr O’Loan: You have also suggested an extension of the disabled person’s allowance to all 
cases in which people are on disability-related benefits — and I assume that disability living 
allowance (DLA) is the primary benefit. Do you have any costings for that, or any view on where 
to place the burden of cost? Would you spread it across the rest of the ratepayers, or should 
that income be foregone? 

163. Ms Cochrane: That is a difficult question. 

164. A Member: It is meant to be. 

165. Ms Cochrane: The main theme of our submission is the availability to pay. Since the change 
in legislation, the disabled person’s allowance has been restricted, which means that new 
claimants can no longer avail of certain forms of assistance, such as when having central heating 
installed. Therefore, many people will miss out. 

166. We welcome some new measures, such as those over the age of 60 receiving a higher 
applicable amount. We presume that a pot of money will be set aside to balance any automatic 



reduction in rates. Although the reductions would not be means-tested, we presume that a bank 
of money from ratepayers would accommodate them. 

167. Mr O’Loan: There appears to be an error in your report, regarding the consequences of the 
next valuation for domestic rates. This is important, because it is not generally understood that, 
should every single valuation double, rates bills will not necessarily double, or even increase at 
all. If capital valuations increase in one part of Northern Ireland and decrease in another, the 
rates burden will be spread accordingly. However, it is important not to convey the impression 
that any inflation in house prices will automatically lead to inflation in the rates. 

168. Ms Cochrane: Does that mean that the current capital valuation system, for as long as it is 
in place, will not be reassessed based on the capital value of houses in 2010? 

169. Mr O’Loan: When all the valuations have been completed, a decision must be made as to 
how much income is to be sought from the rates. A simple doubling of every individual house 
valuation house does not necessarily lead to any increase in the rates bill for those houses. 

170. Ms Cochrane: Our understanding is that all properties will be reassessed and that therefore, 
there will be some increase in the rates. 

171. Mr O’Loan: It is important that a body such as yours does not convey the wrong message 
to the public, who already have a right to be fearful about an increase in rates. 

172. Mr Weir: If I may introduce an analogy, it is similar to reassessing how to slice the same 
cake. Perhaps if house prices have risen faster in certain areas than in others, they may 
contribute a larger slice. However, the overall size of the cake would be exactly the same in any 
reassessment. 

173. Reassessment does not mean that there will automatically be a particular change: any 
change would be relative to an area. Those areas in which there had been a greater increase in 
house prices would be badly affected. However, under those circumstances, areas in which there 
had been a lower-than-average increase in capital values would benefit from a reduction in 
rates. That is the nature of reassessment. 

174. Mr Weir: No; rates will rise in some areas and in others they will decrease. That will happen 
as a result of any reassessment. The consequences would be revenue neutral. 

175. Mr Beggs: For example, a council would not necessarily spend any more money. Therefore, 
the issue is about how the money would be raised. The regional rate might be different. 

176. Mr F McCann: Some of my questions have been answered already. However, I want to pick 
up on a point that was raised earlier. You said that fairly good consultation has taken place 
recently between the Department and Citizens Advice on rolling out the new system. However, 
you also said that there are still major difficulties in trying to contact people to explain the 
workings of the system. There is a lot of experience in the voluntary sector; and as that sector 
will have to pick up the pieces, should more consultation take place before the schemes are 
rolled out to establish what form they should take and how they will work best so as to minimise 
any difficulties? 

177. You also said that around 17,000 cases have been dealt with by Citizens Advice. I agree 
that the older people get, the more terrified they are of forms, and many will throw them in the 
bin rather than read them. Would you agree that a better-resourced outreach approach for 
people who may not visit offices might be a better way to tackle the issue? 



178. Ms Cochrane: Are you referring to outreach services from the rating policy division? 

179. Mr F McCann: No; I am talking about the voluntary sector. 

180. Ms Cochrane: Outreach workers already make home visits to people who cannot make it to 
one of our offices, and they also provide outreach surgeries in health centres, and so on. 
Therefore, a significant amount of consultation does take place. There are quarterly meetings 
with rating policy division, which includes representatives from the entire voluntary sector. 

181. The Chairperson: Who attends those quarterly meetings? 

182. Ms Cochrane: Age Concern, Citizens Advice, Advice NI, Help the Aged, the Housing Rights 
Service and all the main charities that deal with advocacy on rates; housing benefit for rates and 
collection of rates. Housing associations are also present. 

183. The Chairperson: Has that proved to be an effective forum in which to iron out the kinks in 
the system? 

184. Ms Cochrane: It is a good way to exchange information. 

185. Mr F McCann: Have all of your suggestions been taken on board? 

186. Ms Cochrane: The meetings are based on action points. Therefore, although they provide a 
forum for the exchange of information and discussion, much is taken away and raised again at 
subsequent meetings. As the last meeting with rating policy division was in July 2007, another 
meeting is due. Would you remind me of your other question? 

187. Mr F McCann: It concerned resources and outreach, which is more of an issue for those 
who live in rural areas. Would it be beneficial to have better outreach resources to help people 
who have difficulty travelling to offices? 

188. Ms Cochrane: In 2003, much of the benefit system changed with the introduction of 
pension credit, and advice-sector staff were given welfare-reform posts. Perhaps the model 
should be revisited, and consideration given to funding. Consideration could also be given to the 
employment of independent advice workers to cover large areas, such as Fermanagh and 
Tyrone, where many people may be isolated. People in the advice sector would certainly 
welcome that. 

189. Mr F McCann: Are contact numbers provided for the Citizens Advice, or one of the other 
advice agencies, on housing benefit and rate-relief statements? That would allow people who 
may not be able to deal with issues themselves to contact one of those services directly for 
assistance. 

190. Ms Cochrane: As far as I am aware, the statements tell people that they may wish to take 
advice; however, the statements do not provide phone numbers. It must be borne in mind that 
there are around 30 CAB offices and around 60 independent advice offices. I am not sure how 
that problem could be overcome with one dedicated phone number. 

191. We have a dedicated phone number for our uptake project, as does Advice NI, but that is 
merely to refer callers to their nearest advice worker. That is a big obstacle. Perhaps we should 
produce a flyer that lists all the office telephone numbers, which would be sent out with any 
correspondence. 



192. The Chairperson: The new NI Direct system provides for a single access number. There 
might be a facility whereby your telephone numbers might be incorporated into that programme. 
That would serve as an agreed contact point, at least initially, and then people may be referred 
to a more localised voluntary organisation or agency. 

193. Mr F McCann: There is a target audience — this issue affects mostly the elderly, and that is 
the audience on which you could test it. 

194. The Chairperson: Thank you, Lucy, for your evidence and for your comments, which the 
Committee will consider in the context of other information that will be brought before it. You 
have been most helpful. Keep up the good work. 

195. Ms Cochrane: Thank you. 
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1. The Chairperson (Mr McLaughlin): I respectfully remind members, witnesses and those in the 
public gallery that because the session is being covered by Hansard, mobile phones must be 
switched off as they interfere with the recording equipment. To put them on silent is not 
sufficient. 

2. I want to thank Mr John Simpson, who has not only agreed at short notice to attend the 
meeting, but has also prepared a useful paper, which members will find at tab 3 of their packs. 
Mr Simpson, you are very welcome. Everyone knows who you are at this stage. I invite you to 
speak on your paper. Afterwards, members will, perhaps, respond to some of the issues that you 
have raised. 

3. Mr John Simpson (Economist): Thank you, Chairman. At last week’s meeting, I was sitting 
behind a senior civil servant who was explaining the proposals. Today, he has done me the 
honour of sitting behind me. I feel as though, if I speak out of turn, there may be a sudden 
movement behind me. 

4. The Chairperson: I will try to give you advance warning of any movement behind you. 

5. Mr Simpson: I have examined the options that have been put to the Committee as possible 
areas for discussion. I appreciate that they come in three categories and that the most 
immediately significant are those in strand 1A. Since the Committee’s advice, and strand 1A’s 
acceptability or otherwise, to the Ministers will be critically important during the next couple of 



months as the administrative arrangements for any changes are made, I find it helpful for myself 
— so be it, you may say — to think about what principles I would apply, given that people have 
suggested several options. 

6. The first is negative; I have avoided turning a discussion on variations in domestic rates into a 
form of debate about social merit on issues that lie outside the question of how to raise enough 
finance under a uniform and generally accepted rating system. I find myself back at the 
statement that rates, as they are now organised — indeed, as they were organised under the old 
system, but much more clearly under the new system — are a form of property tax. The main 
constraint that should be applied to property tax is whether it is being applied as reasonably as 
can be humanly devised, so that it relates to ability to pay. In an ideal world — although, I do 
not know what would make it ideal — ownership of property of a certain value would indicate 
the ability to pay a certain value. However, life is not like that. 

7. There is no equation that brings the two together. 

8. However, I question, with some respect, the notion that rates are the hybrid form of taxation. 
The word “hybrid” enters into the discussions when it is argued that people pay rates in order to 
pay for their services. In fact, there is little relationship between the rates bill and services to the 
individual or the individual household. If a property tax were turned into a payment for services, 
it would cease to be a property tax. A much more complex and difficult formula would have to 
be devised. The link between rates and services are, at best, indirect. Each individual may make 
more or less use of certain services, so it is hard to trace the impact of that and how much 
property tax they should pay. That is a subjective opinion and I respect the different views of 
others on the matter. 

9. The second point on the options that are offered is that any changes that the Committee 
recommends should be revenue neutral. I am not sure whether that is stated anywhere, but I 
presume that it is implicit. Neither the Department nor the Minister would appreciate the 
Committee putting forward a compelling argument that its total revenue from rates should be 
20% lower than it was last year. The options should be revenue neutral so that if money is taken 
from one place, it will be put back in another place. That other place may be that everyone, on 
average, pays a bit more. In each case, where change is suggested, there must mentally be the 
impression that an offsetting calculation has been made somewhere else. 

10. Staying away from any personal preferences, which might have influenced some of the 
answers, I considered the Committee’s strand 1a changes. I have presented you with a piece of 
paper that is longer than I thought it would be when I started on it on Saturday afternoon. I will 
not tell you when I finished it. 

11. As you know, the decision to put a maximum cap on property value of over £500,000 was 
made at the last minute last year. The reasoning for that was that Ministers did not want an 
excessively large rate bill for people that owned a major property valued above £500,000. The 
present cap should be retained because £500,000 is the value of a property three times that of 
the overall average property in Northern Ireland. If the cap were reduced to below three times 
the average property price, it would reduce the spread, change the impact and make the system 
a bit more regressive. I use the words “regressive” and “progressive” in the tax sense of the 
word, rather than in the words’ emotional sense. I recommend to the Committee that the 
present cap should be retained. 

12. There is no good argument for excluding vacant domestic property from rating. One possible 
argument for its exclusion is that, when people change where they live, they do not want to pay 
rates twice — once on the property that they are leaving, and once on the property that they are 
going to — if it takes some time for the market to clear one property off the books. That is not 



seen as fair, based on their ability to pay. Therefore, I suggest that that there should be a time 
between the property falling vacant and it becoming rateable. A discretionary decision should be 
made on the length of that time. I thought of six months as an initial period, before the charges 
would weigh in and I ask the Committee to consider whether the charges should weigh in at 
50% of the total. 

13. The third area is that of changes to the current rate relief scheme. The scheme is a method 
of ensuring that the people on low incomes can cope with the ability to pay. 

14. The changes to the rate relief scheme should help those who have incomes that are just 
high enough to be outside the band, and are ineligible for housing benefit. The taper provisions 
are a useful method of getting a reduction in rates for those low-income households, and I have 
no difficulty in seeing them maintained because they indirectly reflect an inability to pay. 

15. All of us are inclined to say that a pensioner household should be treated differently. 
Pensioner households are just as capable of being affluent as they are of needing extra income. 
Therefore, simply because someone is a pensioner does not necessarily make them eligible for 
consideration for rate relief. As the Committee will see from my paper, I suggest that the 
maximum allowance, for savings that enter the means test for low incomes, is raised. The 
Government’s paper, the Lyons Review, suggested that the figure should be £50,000. 

16. The next issue is education relief, which I have shortened to rates relief for students in my 
notes, but the two amount to the same thing. The Committee will know that that is not the most 
popular provision in the present system. Certainly, I hear more people comment on it than on 
other provisions, partly because they misunderstand the theory — which is that it should be 
administered through the landlord, and therefore exemptions have to be made — and partly 
because there is not that much sympathy for students. If an administrative system is devised 
that makes students liable to pay domestic rates for properties where they are tenants for a 
short period, the proportion of bad debt and non-traced debt will be very high. Therefore, it is 
best to leave education relief alone. As it has been in operation for a year and begun to settle it 
down, possibly we should test it for another year. 

17. The deferred payment scheme for pensioners is, socially, a very acceptable idea, which will 
very rarely be used. The scheme is on the statute books, or the equivalent, and should be left 
alone. 

18. The present discount for early-single payment of the annual charge should be retained as it 
offsets the interest earned on getting money in advance. 

19. The existing transitional relief scheme — where there was a two-thirds remission off the 
increase in charges — is being re-profiled to a one-third remission from next April. That scheme 
was designed to phase in people whose rate bills were going to change sharply. That adjustment 
is over a three-year period, which, it could be argued, is fairly quick. If water charges were being 
implemented on 1 April next year — I am sure that the Committee has not expressed a strong 
view on that, although some of its members may have individually — then there might have 
been a case for phasing them in over a longer period. If, as I understand, water charges do not 
commence on 1 April 2008, the steps that have already been ordained should be kept in place so 
we can get where we want to. If we are involved in these extra charges, we might wish to say 
that the system is now there for personal benefit. 

20. Looking at strand 1B, the graduated-tax system can be argued for from both ends of the 
spectrum. People who are paying higher rates may advocate a graduated system so that when a 
property is worth more, the rate decreases. For low-income households, on the other end of the 
spectrum, start on a low rate and let it go up as the property becomes more valuable. 



21. I suspect that there is some equity in the argument, but this is not yet an option on which 
we are ready to make a firm decision. 

22. As to the single person discount, in paragraph 19, my last sentence is: 

“There seems little justification for this concept.” 

23. What is the equation that this makes? Does a single person have a lesser or a greater ability 
to pay than a couple? As someone living alone, I am frequently told that I have more ability to 
pay. It is not an argument that I appreciate. A person’s single status has no bearing on their 
ability to pay. 

24. The next possibility is that of a single pensioner discount, discussed in my paragraph 20. I 
am more sympathetic to that and I wonder whether the Committee might consider a system 
with such a provision. However, the single pensioner household should be the unit, rather than a 
single pensioner. After all, rates are paid on a household. If two pensioners are living together in 
a household, does it mean that they have greater ability to pay than a single pensioner 
household? I suggest, tentatively, that that might be the case where they have inherited 
property. There might be a case for phasing down the rates bill for pensioner households where 
there are no other adult earners. That is important. If a pensioner lives with an adult family, and 
they are earning, that alters the nature of the household. 

25. Automatic pension discount is covered by paragraph 20. 

26. The disabled person’s allowance, considered in my paragraph 22, was introduced because 
the property might be more expensive to provide and might command a better market value at a 
later stage. I do not accept the second part of that argument. I have seen few cases where that 
might happen. On the other hand, there is a logic to making some sort of allowance where 
someone has incurred extra expenditure and there is disability. I looked at the responses to the 
consultative paper and I see the argument clearly. However, the difficulty lies in deciding where 
the line should be drawn. Would any one of us like to have to set the rules for the issue of the 
blue pass? Where would you draw the line — especially if it were not physical disability? Degree 
of incapacity arises. I suspect that extension of this allowance base would require some 
consideration of what qualification should be applied; of what persons we would deem to be 
disabled. It sounds as though I am being unsympathetic; but this is a difficult area. If I broke my 
ankle — touch wood — and it was to be six months before I could walk again, should I then 
qualify as a disabled person? I do not think so. It is not an easy issue; though emotionally, the 
appropriate response is clear. 

27. I turn to the issue of a circuit-breaker. I understand why people might want to put a cap on 
rates as a proportion of a person’s income. However, until we have some evidence that there are 
unusual circumstances, I do not think there is any immediate case for a circuit-breaker. Until that 
evidence emerges, I do not know what figure we could suggest for a circuit-breaker. 

28. As to the issue of a discount for farmers, I draw the Committee’s attention to the argument 
that has been made in the consultation. I accept what has been said by some of the farming 
interests, that a building used as a farmhouse is not of the same market value as an ordinary 
non-farming dwelling. A discounted figure might well be appropriate. The planners argue that 
that is already reflected in the capital value. I am not sure. Those members who have 
experience of rural areas will tell me whether or not that is fair comment, coming from the 
people who have issued planning permission for various farm houses. 

29. I am not sympathetic to a discount for owner-occupiers. I do not know what the difference is 
between an owner-occupier and a non-owner-occupier. Paragraph 25 introduces, in some of the 



consultative responses, the question of second homes. I do not have a formula, other than if 
anyone has a second home they should pay full rates on it. Some people who have a second 
home which is a holiday home will argue that they should only pay rates for the period during 
which they are in residence. That suggests that they are paying for services, rather than paying 
a property tax. 

30. I have no sympathy with the notion that a holiday home should have a reduction in rates. If 
I could have a watertight definition of a holiday home, I might even be prepared to suggest how 
to put a premium on it, in order to deter multiple ownership of houses in a society that does not 
have enough houses. 

31. Rates credits would be linked to climate change and green policies. I do not think that we 
have enough evidence as to how we might do that and the way that it should be done. The 
Assembly will soon have to talk about a climate change law. If the Assembly can find a way to 
word that legislation, and to do it in a way that the difference between devolution and UK policy 
is clear, then it might well be worth considering. However, my answer is that it is pending — 
come back to it another day. 

32. In relation to strand two, I am against the banding of capital values as in the English system. 
Our system is much fairer: we do not get people in the middle of a band who would otherwise 
be at either the bottom or the top, and those bands are quite wide. Our system, by taking the 
capital value straight, and charging rates on it, is fairer: it takes us into the problem we started 
with about whether there should be a maximum cap: it opens that door. Banding is a useful 
piece of evolution, but we did not end up with the English system. 

33. A local income tax is an option that merits further study. I do not know whether any political 
parties are espousing that option. 

34. Dr Farry: I am brave enough. 

35. Mr Simpson: However, the point arises that if we get to a position where we need to 
supplement local revenue, and rates are considered to be or are subjecting too high, then the 
possibility of a local income tax to supplement or replace the regional rate is a mathematical 
possibility. I would forget about a local income tax to replace district council rates: it would be 
too difficult. However, if you want to substitute one source of revenue for another, the 
equivalent regional rate from the local income tax — or part of it — might be on the agenda for 
further study. That also answers the question of income tax varying powers, because whether it 
is local income tax instead of, or whether it is with a few pence one way of the other, it would 
come from that study. 

36. It is interesting that road charging should be brought into the discussion of changing 
rateable value. Nevertheless, I suspect that we are all instinctively looking for ways in which to 
reduce congestion. For example, the present planning policy in Belfast is simply to try to reduce 
access for cars by denying planning permission for new car parks. All sorts of people tell me that 
if they had planning permission they could build car parks and they could pay off the capital 
handsomely. However, the planning provision stops them from building car parks. That is not 
very logical, and it is not charging according to what the market would like to happen. 

37. There is an interesting planning issue. Retailers in the city centre who want to provide free 
parking are being told by the planners that it cannot be done. They would prefer that the 
retailers did not have free parking so that the customers would have to come into the city by 
bus. However, the answer to that would be out-of-town shopping centres. We have all heard the 
debates about the shopping centres at Sprucefield, Antrim and Holywood Exchange. For a city 
that does not have peripheral shopping centres, Belfast is not doing badly. I do not know the 



situation in the north-west, although I think that there are one or two shopping centres there as 
well. 

38. The Chairperson: They certainly shape up. 

39. Mr Simpson: The next issue is green taxes. If a green tax were to simply tax waste and 
rubbish collection, then we could all work out whether we were being asked to pay a tax to have 
our rubbish collected. Would there by any incentive to reduce the amount of rubbish that went 
through the official system? The fly-tipping syndrome would be a major problem. Could it be 
policed? 

40. Waste disposal costs will be significant. Most of you are in local government and will be 
aware of that. As I have suggested at paragraph 31 of my discussion paper, further work should 
be done on exploring other practical options. 

41. The Chairperson was present at a meeting at which the secretary of the land value taxation 
campaign made his interesting case about land value taxation. It is a radically different approach 
and will have some effect on the property market. The campaign group’s concept is worth 
studying, and to save boring the Committee even further by commenting on it, members may 
access, on the Internet, an interesting paper that the secretary has produced in response to the 
consultation. 

42. With regard to derelict land taxation, land that has become derelict should be rated at, at 
least, the capital value of the site. We must accept that and build in an incentive to prevent 
derelict land lying idle. There is another issue around what happens to land values when 
planning permission is granted and the owner decides to hold the land — I think that that is 
known as land banking. Is it sensible to suggest that any land on which planning permission has 
been granted but which is not developed within one year, for example, should be rated as if the 
planning permission had been implemented? There is the route to unpopularity. 

43. The Chairperson: You might be right. I appreciate your full response, Mr Simpson, especially 
since you were given such short notice. 

44. Dr Farry: Thank you, Mr Simpson, for your presentation, and I apologise for being late. My 
first question relates to the overall trends in tax policy. You, rightly, said at the beginning of your 
presentation that levied taxes are put into a separate pot, and that they are not directly related 
to a particular service, use or delivery. Is there a trend, first, towards some hypothecation of 
taxes, and secondly, towards green taxes — which are very much on the political agenda in 
Great Britain, if not here — so that a household’s taxes will be linked to its consumption rather 
than all individuals or households being taxed the same, regardless of their consumption. 

45. Mr J Simpson: The Government do not usually like hypothecation of taxes because it reduces 
their freedom to deal with all their revenue and to match the demands on that revenue. Over the 
years, members will have heard suggestions of hypothecation of money paid for using roads to 
go back into building roads, and there have also been occasional arguments that hypothecated 
taxes should be used to run the Health Service. Governments have always resisted that, and the 
Opposition has never said otherwise, because it reduces discretionary decision making. That 
does not take away from Dr Farry’s second point about taxation being imposed to achieve policy 
results. For instance, owners of cars with high carbon emissions have to pay a high tax, rather 
than all cars being taxed the same. The argument that the taxation vehicle licences on cars 
should be phased across the scale of their emissions is saying to consumers, “you want to have 
a car that burns a lot of carbon, so you will pay for it”. The rest of us will trade down so that we 
will not have to pay the higher car tax. We will see more of that. 



46. Yesterday, a paper was produced alongside the Chancellor’s pre-budget speech on the next 
steps for implementing climate change. It is clear that the Government are talking about 
increasing regulation, legislation and charging, and those three measures point towards 
environmental changes. The Assembly will have to consider the delegated or devolved aspects of 
those measures. 

47. Dr Farry: My second question relates to the local income tax model. I am conscious that 
there is speculation that the Executive review into water charges is proposing to shift that 
burden on to the rates. 

48. The debate over rating reform has been fairly quiet compared to that on the controversial 
water charges, although, paradoxically, water charging will raise less money than the regional 
rate. If a shift takes place, there will be concern about the ability to pay. The issue of local 
income tax will become more topical and relevant, and the Assembly will need to discuss it. 

49. The Alliance Party is making a case for local income tax, but it is trying to differentiate 
between replacing both the regional rate and district rate — a line that you paper seemed to 
follow also. 

50. I am concerned that the debate has been framed around the argument that local income tax 
will be bureaucratically difficult to implement, because there are so many district councils. 
However, there will be much fewer bureaucratic difficulties in replacing only the regional rate 
with a single rate for all of Northern Ireland. What other impediments or difficulties do you see 
for implementing such a policy across Northern Ireland? 

51. Mr J Simpson: If Government could manage to charge a variation in income tax across all tax 
payers in Northern Ireland, when employees get their pay slips at the end of the month there 
would be a box that details the percentage of Northern Ireland levy, or whatever it would be 
called. That ought to be straightforward. However, there are difficulties. For example, the Inland 
Revenue would have to agree to deal with the self-employed as a special category — they could 
not simply use the same formula as that for computerised pay packets. 

52. As it would be an income tax, I presume that the Assembly would have to consider the 
complications arising from unearned income. That is not a huge problem in itself, but equity 
might cause major problems. For example, would people be able to shift their unearned income, 
so that they appeared to earn it in Birkenhead instead of Bellarena? I presume that the citizens 
of Bellarena would fall into that category. 

53. Dr Farry: There are international examples. In the United States, different states have a local 
income tax to supplement the federal income tax. Presumably they have mechanisms to prevent 
money being shifted from one state to another in an effort to avoid tax? 

54. Mr J Simpson: I cannot answer that question. However, if a person works in location A, he or 
she will be pinned down. The United States also impose sales tax on goods crossing state 
boundaries, which we would find difficult to deal with also. 

55. Mr O’Loan: The paper is admirable for its clarity, and there is little in it that I would disagree 
with. It will be very useful to the Committee. I want to ask two questions. First, it has already 
been said that water charging will have to be factored into the debate. If I am allowed to refer 
to it, I hear that the Hillyard report — 

56. The Chairperson: Do you mean that water charging or water reform must be factored in? I 
am just clarifying what the SDLP is saying. [Laughter] 



57. Mr O’Loan: One hears that the Hillyard report might make some reference to charging for 
water as part of the over all rating system and hypothecating it. Is John extending the argument 
against hypothecating that revenue? 

58. Secondly, John said that a deferred payment scheme for pensioners should continue as it is, 
and I would like clarification on that. I thought that there was legislation to allow such a system 
to exist, but there is not. 

59. Mr J Simpson: You need to talk to the Department of Finance and Personnel about that. 

60. Mr O’Loan: We will do that, if we get a chance. 

61. Mr J Simpson: The Assembly has critical decisions to make on water charges at the top, 
middle and bottom. I am not suggesting that water should be privatised — I am not even hinting 
at that — but is it a trading entity that ought to have built-in incentives, so that it provides water 
at economic charges and raises revenue in some way to match that? Also, how much capital 
should it have? It is easier to envisage water as a trading entity, even publicly owned, on the 
same basis as other utilities. Would we ever have suggested that electricity should not have 
been a trading entity, whether it was state owned or privatised? It is capable of the normal 
commercial practice of trading. Then there is the matter of where the revenue comes from. I 
understand that it almost looks as though we are saying that that will be hypothecated. I would 
have suggested keeping away from the central Government pot, as it can trade in its own 
existence, as a nationalised industry. 

62. The Committee for Finance and Personnel and other Committees will deal with the question 
of whether we already pay for water through rates and taxation, but mainly rates, because the 
taxation rate is the same as across the pond. The answer is that we pay for water partly from 
revenue that we raise ourselves, for example, through rates, and partly from the degree to 
which we do not raise all the revenue that we need for all the services that we want. Therefore, 
it is possible to argue that some of the current payment for water comes from Westminster 
providing subvention to Northern Ireland. Civil servants who are dealing with those issues run 
into difficulties, because the Barnett formula makes no allowance for water. In England, water is 
not the responsibility of central Government. Therefore, as the years go by, if we tend to use 
some of the funding that comes to us under the block grant to fund water, we will actually 
reduce our ability to maintain other services. Mr O’Loan’s question raises fundamental issues, 
and there is no easy answer. 

63. Mr Beggs: The discussion paper is very useful. It is clear and provides practical outcomes as 
to why some issues would — or would not — work. However, with regard to rating vacant 
domestic property, you suggested there should be a six-month holiday and a six-month ramping 
period, shall we say. Why did you suggest the free period of six months? There could be a 
danger that holiday-home owners could simply declare that their holiday homes were vacant for 
six months, which would, therefore, get round the second home issue. Do you accept that there 
is an issue to be dealt with there? 

64. Mr J Simpson: If I were to go out today and buy a holiday home and leave it vacant until 
next spring, I would not pay any rates until I went to live in it for a fortnight next easter. That is 
a good question, so how do we get round that? 

65. Mr Beggs: Why should that rate-free period last as long as six months? 

66. Mr J Simpson: Six months is an arbitrary figure. If someone is buying and selling a house, six 
months is a long time for an overlap, but I was allowing for hardship cases. The logic of your 
argument is to simply make that period six days, but it is about compromise. I suspect that if a 



home was bought and left vacant for some time to exploit the legislation, it would be difficult to 
get round that. Some policing of statements of intent would have to be in place. Occasionally, 
some revenue would be lost. 

67. The Chairperson: I can imagine estate agents offering six months free rates as part of their 
packages. 

68. Mr J Simpson: You can just imagine that. 

69. Mr Beggs: My second question relates to the taxation of derelict land. I see advantages, in 
that it will stop land banking and encourage redevelopment, but are there any negative aspects, 
and why has it not been introduced? 

70. Mr Simpson: The negative aspect is that developers will not like it. 

71. Mr Beggs: They might actually develop or sell the land. 

72. Mr Simpson: If land with planning permission was rated on the assumption that it would be 
developed in accordance with that permission within a year, developers would still buy the land 
but would not apply for planning permission. They would pretend that it was their intention to go 
into intensive farming. That is human nature. 

73. Mr Beggs: Should some form of taxation be imposed in zoned areas that are part of an area 
plan? Sizable areas in my constituency were zoned for housing more than 20 years ago; 
however, it is only now that planning applications are being submitted. Consequently, a lack of 
houses has resulted in a distortion of the housing market. Is there an argument for taxing land 
that is included in an area plan, even though it may not have planning permission? 

74. Mr Simpson: One suggestion is that, as soon land is zoned, it is deemed to have planning 
permission for residential development. However, the zoning order would have to specify a 
specific use, although, I believe that commercial or residential use is specified when land is 
zoned. 

75. Interestingly, when an area plan is currently being developed, many land owners attempt to 
have their land included in that area. If the local authority were then to suggest that, from the 
following 1 April, that land would be rated in accordance with having planning permission for 
1000 houses, there would be a problem with equity. 

76. Mr Beggs: Finally, do you accept that there is a cultural difficulty with pensioner-rates 
discounts and exemptions? Some pensioner households are fearful of applying for other benefits, 
believing that, once a rates discount has granted, those other benefits may be reclaimed. 
Perhaps, an automatic system would be preferable to one that is means-tested. 

77. Mr Simpson: I agree with Mr Beggs. If a phased non-means-tested rates-discount scheme 
for pensioner households were to be introduced, as described in paragraph 20 of my discussion 
paper, its age qualification requirement would result in the ages of householders being 
registered, which would, in turn, negate that reluctance to apply. 

78. Mr Beggs: Should a system not be capable of recognising that the payment of a pension 
indicates the residence of a pensioner; therefore, minimising paperwork? 

79. Mr Simpson: Yes, the people who run the social security system, which pays old-age 
pensions, could, if authorised, inform the valuations office of pensioners in specific areas. 



However, one should bear in mind that social security offices would not necessarily know if adult 
offspring were living with their pensioner parents. 

80. Mr McQuillan: Thank you. Mr Simpson’s paper was interesting, written in plain English and 
easily understood, which is important for such a subject. 

81. I have questions on two issues, which are similar to those highlighted by Roy Beggs. I am 
sure that members are fed up hearing me harp on about the second-home issue; however it is 
important to my constituents. Even paying full rates on a second home is not enough. People in 
places such as Portballintrae want something that will deter the purchase of second homes, and 
having to pay full rates would not do that. 

82. Secondly, on the issue of land banking and a land-value tax, sites are sometimes sold for 
four or five times their normal value — even without being developed. There are areas in every 
village in Northern Ireland that are eyesores because properties have been knocked down, or are 
falling down. 

83. A similar situation exists in Portstewart, where developers obtained planning permission as 
long as 10 years ago, began building and then left the site unfinished. The planners cannot 
touch them, nor can the council. That situation must change, and some sort of tax might be the 
answer. 

84. Mr Simpson: There has been a move towards treating a property as having been developed 
even if has not been completed. I know about one of the sites in Portstewart to which Mr 
McQuillan referred. There is a problem there, and the sort of changes that have been mentioned 
might help. What was your first point, Mr McQuillan? 

85. Mr McQuillan: It was about paying full rates on a second home. 

86. Mr Simpson: I do not know how to solve the problem of second homes. Do we want a social 
policy that would deter people from buying second homes? I shall not embarrass them, 
Chairperson, but there may be some members at the table who have a second home. 

87. Mr Hamilton: Or three. 

88. Mr Simpson: Does that mean that we believe that owners of second homes are being 
antisocial? As long as the housing market allows freedom to purchase — provided the buyer has 
the means to pay and does not take out an excessive loan that bankrupts the local building 
society when he is unable to pay — I cannot, for the moment, think of a better method of 
deterring the purchase of second homes. In Portballintrae, perhaps, the introduction of a weekly 
£100 community charge would protect those second homes that are lying empty. 

89. Mr McQuillan: If that was workable I would be on for that. 

90. Mr Simpson: Would you have permission? [Laughter.] 

91. Mr Hamilton: Mr Simpson’s discussion paper touches on the issue of ability to pay. A local 
income tax, which, on the face of it, might seem to be a simple solution to the problem that 
rates bills do not take account of ability to pay, also fails to address the situation faced by young 
working families or wealthy pensioners sitting on a large amount of equity with unearned income 
going somewhere else. Capital value has been introduced as a method of rates assessment, and 
the pay argument is related to that. What are Mr Simpson’s views on capital values as a method 



for establishing rates levels? Is there any merit in that? I note that in paragraph 7 of his paper 
Mr Simpson mentions the outdated net asset value (NAV) system. 

92. Mr Simpson: In simple terms, the switch to capital values is in place. It should not be very 
different to the old NAV system, because rates, if they are assessed in an up-to-date market, 
should correlate strongly with capital value. The reason why they did not correlate was that the 
NAV system had become outdated. It was not because it was bad in principle; it was just not up-
to-date. Secondly, NAV was invented in an era when the majority of houses were rented. Today 
in Northern Ireland, 70 of our properties are owner-occupied. I read, to my surprise, the other 
day, that the rate of owner-occupation in Northern Ireland is higher than that of any comparable 
region in the United Kingdom. 

93. We are stuck, therefore, with capital values. We do not want another evaluation under 
another system now, unless you have a plan for making a radical difference. Later on, when 
more evidence is available on climate change, we may be able to talk about how to adjust 
capital value for the degree to which a property is environmentally-friendly. The Members of the 
Assembly will legislate on the environmental requirements of properties in the next few years, 
and then we will have to take those adjustments into account. 

94. The Chairperson: Mr Simpson, you only briefly referred to the circuit-breaker mechanism in 
paragraph 23 of your discussion paper. Did you consider that to be a more effective response to 
the issues? There were various sub-categories, such as disabled people’s allowances, and single-
pensioner allowances. You did say that there was insufficient data. 

95. Mr Simpson: I would hope that those who were responsible for organising the family 
household survey, or whatever it is now called, would build questions into the next series of 
surveys on the levels of rates that householders are paying, so that they could be compared to 
declarations of income. 

96. I do not think that any of us have a clear idea of how the average rates bill compares to 
income. The average would not be so important, but, going by the average, I do not think that 
any of us have a clear idea of the distribution. How many households have a rateable bill that 
costs a disproportionately high percentage of their income? I do not think that any of us can 
know that, even when we allow for the fact that households claiming housing benefit will not be 
included. We need evidence, but it has not been collected yet. 

97. The Chairperson: I referred to that approach because, from this remove at least, it seems to 
offer a less bureaucratic and complicated means of reflecting the matter. 

98. Mr J Simpson: Far be it from me to point out difficulties where you see simplicity, but can 
you imagine if we said that rates would not constitute more than 3% of income? The question 
would then become how income is defined. People would ask whether they could deduct from 
their income hire-purchase charges or mortgage payments. It is by no means easy to have a 
single rule. It is not a matter of taking the rates bill and annual income and putting one figure 
over the other to get a calculation. 

99. However, I appreciate your sentiment. That is why I would like the family household survey 
to begin to give us evidence in the next year or so, so that next time the Committee carries out 
this exercise, somebody can point out that there are a small number of cases with which there is 
a particular difficulty that had not been spotted. 

100. Mr McLaughlin: Thank you, Mr Simpson; that was very helpful. The Committee will 
obviously pay close attention to the information that you gave us as part of its ongoing 
deliberations. 



101. Mr J Simpson: I thank the Committee for the invitation. 

102. The Chairperson: John, I want to make one last point before you leave. In its discussion, 
the Committee may wish to follow up on some issues. If it is acceptable, and does not 
overburden you, we may write to you seeking further assistance. 

103. Mr J Simpson: Please do. 

104. The Chairperson: Thank you. 

105. Do members have any initial responses to John’s presentation in the context of the 
Committee’s wider work on the report? Perhaps, as with all these matters, we need to take a 
little time for reflection. 

106. Dr Farry: I want to stress that local income tax is a viable option that is worthy of further 
consideration. In essence, we are discussing it as an alternative to the regional rate. I certainly 
accept — and the Alliance Party made this point in its submission — that the hurdles that would 
be experienced in trying to replace the district rate would be just too immense. In practice, most 
of the focus is on the regional rate, because that is where the main balance of payments 
accrues. There was a clear message that that option is worth further discussion. Clearly, Mr 
Simpson did not endorse that option — he did not endorse any option — but it certainly should 
be on the agenda. 

107. Mr Storey: It should be clarified that those comments are party political rather than 
reflective of the collective response of the Committee. 

108. Dr Farry: As a single member, Mervyn, I could not possibly speak on behalf of all 11 
Committee members. 

109. The Chairperson: In fairness, we have agreed as a methodology that if a Member expresses 
a particular interest in keeping a topic on the table, we will do so. Clearly, we are reaching the 
point whereby we will have to reduce the list of issues to include only those on which we can 
reach agreement. Stephen, at this point, though, your position is secure. [Laughter.] 

110. Mr Elliott: If not his argument. 

111. Mr Beggs: We would, of course, have to take a balanced view in any such investigation. 

112. The Chairperson: I hope that you are not suggesting that the Committee would be anything 
other than balanced in its views. 

113. Mr Beggs: We would have to check the implications of such a move on the Northern Ireland 
economy, and how it would encourage people to work. 

114. Mr Hamilton: We would have to focus on definition of income, and so on. 

115. The Chairperson: Without pushing that proposal too far up the pipeline, can we agree that 
it is a consideration? [Laughter.] 

116. The Chairperson: We now move to the evidence session on the domestic rating review. I 
remind members, witnesses and those in the public gallery that Hansard is covering the session. 
Therefore, please switch off mobile phones, as opposed to putting them on silent, because they 
interfere with the recording. 



117. At last week’s meeting, DFP was asked to provide more detailed information on the options 
that the Committee has kept on the table for consideration. The Department has provided a brief 
update, which is included in the members’ pack. DFP officials will be joined by researchers from 
the University of Ulster, who will update the Committee on their work on land value taxation and 
the rating of vacant domestic property. 

118. Last week, the Committee considered a paper entitled ‘Domestic Rate reform in Northern 
Ireland: a critical review of policy options’. The paper favoured a discrete value system rather 
than a banded system. Two of its three co-authors are here today and are prepared to answer 
any questions that may arise. 

119. I welcome Brian McClure, head of the rating division in DFP and his colleague Alison 
McCaffrey and Dr Jasmine Lim and Peadar Davis from the University of Ulster’s school of built 
environment. 

120. Mr Brian McClure (Department of Finance and Personnel): Thank you for the opportunity to 
update the Committee on what we have been doing and to talk about our work on vacant 
property and land value taxation. If there is time, we will also try to sweep up some of the issues 
that were discussed this morning. On occasion, John Simpson said that the Department may 
have a view on certain matters, and I hope that we can help the Committee with those. 

121. Over the last few days, the Department has been extremely busy. We are now at an 
advanced stage of our analysis. We have not yet received a set of statistics from the Northern 
Ireland Housing Executive on the take-up of the relief scheme and rate rebate, but we expect to 
receive them today or tomorrow. We also await some further analysis from the Department for 
Social Development (DSD), based on the family resources survey, on take-up generally and 
circuit-breakers. As John Simpson mentioned, the evidence on circuit-breakers has not been 
gathered. We can use the family resources survey to provide some rudimentary, but, I hope, 
helpful, analysis to the Committee and Minister on the potential effectiveness of circuit-breakers. 
As previously indicated, all analysis will be provided to the Committee, and will be sent to the 
Minister this week. 

122. The leader of the university’s team is Dr Billy McCluskey. Had he not been out of the 
country, he would have been here this morning, and he sends his apologies. Two of his team, Dr 
Jasmine Lim and Peadar Davis, are here to answer questions. 

123. They have carried out two pieces of research, the first of which is on the rating of vacant 
homes. They provided the Department with a first-phase report on Friday 5 October 2007, which 
we have examined and refined. We gave a copy to the Minister yesterday and will provide a copy 
to the Committee in the next couple of days. Perhaps Dr Lim and Mr Davis will be able to go 
through some of the main findings with the Committee this morning. 

124. Their first-phase report is on the number of vacant homes, where they are, of what type, 
and so forth. The second phase of their analysis, on which they will work in conjunction with 
bodies such as the Housing Executive, will examine why those vacancies occur. That is 
important, because the Department, Committee, and Minister must understand whether there is 
a need for the policy and, if so, what form it should take. 

125. In other words, should there be exemptions, various allowances, and so on? The second leg 
of the work is, therefore, an important phase. The first leg is also important, because it tells us 
the properties’ location, age, characteristics, and so on. The university has just completed a 
report on land value taxation, of which I took delivery just yesterday. It has already gone to the 
Minister. The report is a literature review that draws upon international experience of land value 
taxation using existing research and practical examples of its use throughout the world. Dr Lim 



and Mr Davis will be able to answer questions on that. The Department will also provide the 
Committee with the report within the next couple of days. 

126. The Department continues to have an open mind about land value taxation. Rating policy 
division and various other commentators consider it to be a conceptually sound taxation system. 
However, there are certain practical difficulties associated with it. I hope that the evidence 
provided by my university colleagues will draw out some of those difficulties, of which I will 
mention three. First, it raises the prospect of the rating of agricultural land. Secondly, a taxation 
system that is based on the highest and best use of available land — in other words its potential 
use, not necessarily its existing use — raises the issue of the preservation of local character. 
Some exclusions may be needed so that the character of towns and cities is preserved. 

127. Thirdly, an important issue with regard to Northern Ireland is the current problem with the 
clarity of the planning system and, in particular, the status of various area plans throughout the 
country. Clarity of planning is needed for a land-valuation taxation system to work effectively, so 
that the system is defendable. 

128. Those are some of the issues that the university has brought out in its report through 
examining systems in other countries. We will try to answer questions on that. I will pass over to 
Mr Davis and Dr Lim. Does the Committee want them to give a brief summary of the report first, 
or do members simply want to ask questions? 

129. The Chairperson: Some introductory comments would help the members to focus on the 
issues. 

130. Mr Peadar Davis (University of Ulster): I will start with the study into vacant domestic 
property. The university received data from rating policy division and Land and Property Services 
(LPS) on around 50,500 properties. We were able to clean up that figure slightly and take out 
some of the anomalous data, and we were left with a total sample of just over 48,000 properties 
that were identified as vacant. We were then able to analyse those properties on the basis of 
location and whether they were originally privately or publicly built, and so on. We were then 
able to identify the level of vacancy in each of the district council areas, for example. 

131. There are some caveats related to the data. First, we do not have information at present on 
the condition of the properties that are vacant. They have not been individually inspected. 
Among them will be a full range of properties that are completely derelict and unfit for 
occupation, through to properties that are merely vacant at present but are capable of 
occupation. The information was taken at a fixed point in time. Therefore, it is effectively a 
snapshot. Because there is a dynamic property market, it is difficult to say with any great 
certainty, as time goes on, whether those properties are still vacant and what sort of condition 
they are in. The other issue is that the data must be regularly updated otherwise it will become 
out of date as properties change. 

132. Another substantial caveat is the availability to public bodies, who are owners, alongside 
other landlords, to take advantage of the landlord’s discount. That gives a discount to the 
landlord but removes the ability to claim vacancy. As a result, there is a possibility that public-
sector property is under-represented by our figures, although we are not 100% sure of that. 

133. Mr McClure: Those are properties owned by the Northern Ireland Housing Executive, which 
pays a global sum for its properties but does not claim vacancies on them. Therefore, they do 
not necessarily show up on the LPS data, and that is an important consideration. 

134. Mr Davis: Currently, rates are paid on those properties so it is perhaps correct not to 
include them when considering the contribution that those properties make to the finances. They 



are not considered as vacant for rating purposes. The figures take the current cap of £500,000 
into account but do not consider any rebate scheme for the initial six-month period that was 
covered earlier. 

135. One of the main aspects of our data is that approximately 85% of the properties were 
privately built dwellings, with the remainder being publicly built. We think that that is one of the 
reasons that the public sector is under-represented, because we would have expected a higher 
degree overall of vacancy in that sector. 

136. Mr McClure: Is it worthwhile mentioning the geographical spread of some of the vacant 
properties? For example, Belfast has the highest number of vacant properties. 

137. Mr Davis: Yes, as you might expect, approximately one fifth of all the vacant properties that 
are listed are in Belfast. That is around 10,000 properties. Overall, there are between 48,000 and 
50,000 vacant properties that we are aware of. 

138. The Chairperson: Is public-housing stock a significant component of that? 

139. Mr Davis: Currently, public housing accounts for between 14% and 15% of vacant 
properties, which is why we feel that perhaps our figures under-represent vacancy. However, 
our figures do not under-represent vacancy in terms of contribution to rating. If all the vacant 
properties were captured, the extras would not provide more rate revenue, because they are 
already paying rates. 

140. As you might expect, older properties, due to dereliction, for example, make up a 
substantial proportion of vacant properties — 31% of vacant properties were built pre-1919. A 
substantial proportion of vacant properties, nearly 16%, are apartments. Traditionally, it is 
always difficult to ascertain whether apartments are vacant or not. There is an increased 
difficulty of inspection and enforcement to check whether they are vacant. It is more difficult to 
gain access to apartment buildings than to gain access to terraced streets. The level of vacancies 
among apartments may be higher than our figures suggest. 

141. Mr McClure: It is worth letting the Committee know that a high number of those are in 
Belfast. There are 2,925 vacant apartments in Belfast, which is a huge number. Some of those 
may not have been caught up by the vacancy process but, even if they have not, that provides a 
lot of justification for a taxation measure, given the high numbers involved. 

142. Mr Davis: As you might imagine, there is a high level of vacancy among new-build 
apartments that have been sold to investors. 

143. Mr McClure: A recent phenomenon in the housing market is, instead of buy to let, buy to 
forget. People buy properties, let them lie empty and get the capital gain from them. Is it fair 
that they do not make a contribution to local taxation? Many would argue that that is not fair. 

144. Mr Davis: Vacant properties are more likely to catch fire, or attract arson attacks, than 
those that are occupied. Where there are many vacant properties there can, potentially, be other 
types of problems that can result in a cost to the public purse. 

145. Rather than looking at the geographical location of vacant properties, we considered their 
location with regard to deprivation levels. We did not separate the data by district council. We 
examined all of Northern Ireland’s 582 wards, individually, and attributed them to deciles of 
deprivation. Therefore, 10 subgroups were created, ranging from the low numbers which 



indicate the least deprived areas, to the high numbers which indicate the most deprived areas. It 
was interesting to find that clear patterns emerged from the research. 

146. When we looked at the number of vacant properties according to deprivation, it was 
obvious that the more deprivation experienced in the ward, the higher the level of vacancy. 
There was a clear pattern. In the least deprived wards, there were almost 4,000 vacant 
properties. In the most deprived decile of wards, there were nearly 6,500 vacant properties. 
There is a clear and consistent pattern of increasing property vacancy, as deprivation increases. 

147. However, when we examine the total capital value of the properties, despite the fact that 
there are more vacant properties in the more deprived wards, it is clear that they are of lower 
value. By contrast, when we look at the total capital value by deprivation decile, the total capital 
value of vacant properties is substantially higher in the least deprived areas. Therefore, there are 
less vacant properties in the least deprived wards, but they are mostly of higher value. 

148. Mr McClure: We have talked about the location of those properties, and what sort of 
properties they are. In relation to potential revenue from that measure — based on using all the 
caveats that Peadar has mentioned on the overall figures — if a 50% rate liability were 
employed, which is what applies under the council tax, the maximum potential revenue for that 
would be approximately £15 million. 

149. However, that figure does not allow for any exclusions. It does not allow for the six-month 
initial exemption period, or for any type of initial exemption period. That is something that must 
be considered and was discussed earlier with John Simpson in relation to something that is part 
of the ebb and flow of buying and selling property. You would want to make sure that you 
allowed an initial exemption period. Therefore, that figure of £15 million would have to be cut 
back, significantly. That is the sort of scale that would be needed if we were to apply a similar 
level of rate to that which applies under the council tax in GB. 

150. The Chairperson: Are you applying the administrative costs associated with that as well? 

151. Mr McClure: No, that is only in relation to potential revenue. I will try to provide the 
Committee with a figure. Three or four years ago, we did some estimates on the likely figure. 

152. The Chairperson: Would that be the net potential benefit? 

153. Mr McClure: That would be the gross potential benefit. Obviously, the administrative costs 
would have to be subtracted from that figure. If the Committee wishes, I will try to provide it 
with some sort of figure. That is a very pertinent question because it relates to the efficiency of 
the tax. That is one of the reasons why the direct rule Ministers decided not to introduce it. 
There was a fairly high administrative cost when compared to the potential revenues. 

154. Mr Davis: Particularly, if you imagine that in the more deprived areas, where there are more 
of those properties and they are of lower value, it is a case of diminishing returns. The collection 
efforts start to run into difficulties because the actual yield per property reduces quite 
significantly. Those are properties where there will be more costs associated with getting the 
money back. In the wealthier areas, where there are fewer, higher-value properties, you might 
find that to be a reasonably good source of additional income. However, you might easily waste 
that income chasing after lower-value properties in the more deprived areas. One issue is that 
while we suspect that those properties are vacant, we may not know who the owners are or how 
easy it would be to track them down. For example, it would help if LPS had a robust address list 
of all owners, but that may not be the case. 



155. Mr McClure: At the last Committee meeting, Mr Beggs pressed me on why that could not be 
introduced next April. It is not about the legislation, but about the issue of LPS being able to 
draw up a comprehensive list of property owners so that it knows where to send the bills. 

156. The Chairperson: That is a capacity that is developing. At this time we do not have that 
information. 

157. Mr MClure: Currently, LPS does not hold that information, but if that is a policy measure 
that the Assembly wishes to take forward, LPS will have to build up that capacity very quickly. 

158. Mr McCann: Recently, the issue of vacant properties has been hotly debated, in relation to 
bringing some of them back into the housing stock. One of the answers that we received to 
questions recently was that many of the empty properties are disused farm buildings and houses 
in rural areas. Is it possible to tell if those buildings are being used as second homes, an issue 
that Adrian has raised many times? 

159. Mr McClure: The second phase of the university’s work will be to find out the causes of 
vacancies. Researchers will not be able to cite individual households because of the numbers 
involved, but they will conduct a ward-level analysis to see where the vacant-property hotspots 
are, and whether there is any correlation with levels of unfitness, second homes, or other 
existing data, so that we can try to draw some conclusions about the various causes. 

160. Mr Davis: It is worth noting that second homes should be rated. 

161. Mr McClure: As discussed earlier, the rules behind the rating of second homes state that if 
there is an intention to return to the property, that is considered to be rateable occupation. If a 
property is occupied in July and August, but left empty for the rest of the year, it should be rated 
for the full year at the full rate. Those are the long-established rules under the rating system, so 
there should not be any question of holiday homes being classed as vacant for the periods that 
they are not occupied. The intention of the ratepayer to return to the property is sufficient to 
incur liability for the full year. 

162. Mr Davis: The properties would have to be completely unfurnished. 

163. Mr McClure: Yes. All furniture would have to be removed. 

164. Mr Davis: Checking through the window to see if the property was ready for immediate 
occupation would be enough to remove the property from the vacant list. 

165. Mr McClure: One other issue that may be of interest to the Committee is that an outcome 
of the review into affordable housing by Sir John Semple is that the Department for Social 
Development has engaged the Northern Ireland Housing Executive to undertake a study into 
empty homes. That is at an earlier stage than we are at. It will complement the work that the 
university is doing, but I am not sure that it will fit into the timescales. I will keep a watching 
brief on developments in that area. 

166. The Chairperson: Does Dr Lim have any comments to offer at this stage? 

167. Dr Jasmine Lim (University of Ulster): Generally, findings indicate that nearly 30% of the 
vacant properties are pre-nineteenth century properties, and it will be a major issue to find out 
exactly whether a property is suitable for occupation, and whether it falls within the definition of 
beneficial occupation. That is one of the key factors in the second phase of our research. 



168. The Chairperson: What percentage of the overall audit would be represented by buildings 
of that vintage? 

169. Mr Davis: It is around 30%. Mr McClure will correct me if I am wrong, but even if rating for 
vacant properties were introduced, if a property were not capable of beneficial occupation, — for 
example, if it did not have a roof, or was not wind-tight and watertight — then it would be 
rateable, but it would be valued as having zero capital value. 

170. Mr McClure: I hope that answers Mr McCann’s question about derelict farm houses. Such 
buildings should not be on the valuation list anyway. Some are, but only because they have not 
been removed from the list. Any still on the valuation list will be removed if they are not wind-
tight and watertight. 

171. Mr Davis: There may well be replacement dwellings under the planning system, which 
means that the derelict buildings cannot legally be brought into use without planning permission. 

172. Mr F McCann: That brings to mind something that probably happened in the South. If 
buildings which are not wind-tight and watertight are exempt, you will probably find that most 
allegedly empty dwellings without roofs are actually perfectly habitable and being lived in. That 
needs to be taken into consideration. That was one way that taxation was dodged. 

173. Mr Davis: If the property is in a poor state, and all you are talking about is letting the 
pigeons get in a bit more easily by taking a few slates off, that is permissible. However, where a 
building is capable of beneficial occupation, then no-one will destroy the interior of the building 
and lower its value to avoid a tax that is not onerous. If the tax were high enough, people would 
consider destroying the building’s fabric to evade the tax; however, it would have to be a high 
level of taxation before people would do that. 

174. Mr McClure: It is a valid point. If the decision is taken to proceed with this, that must be 
taken into account in the detail of the regulations. 

175. Mr McQuillan: There must be joined-up working on the rules, especially those that apply in 
rural areas. In many cases, where a farmer or owner tries to replace or repair a property, the 
Planning Service prohibits him from doing so. The two Departments must work closely together 
to move the whole thing forward. 

176. Mr Davis: Preservation of vernacular architecture in rural areas is an issue. People are, to 
an extent, being incentivised to demolish old historical buildings, if it facilitates the building of a 
replacement dwelling. In other cases, they have built the replacement dwelling, and they cannot 
beneficially use the original property. 

177. The Chairperson: Let us move the discussion along. 

178. Mr McClure: Jasmine and Peadar will talk about their work on land value taxation. 

179. The Chairperson: Adrian was taking you in that direction anyway. 

180. Mr Davis: As Brian mentioned earlier, this study has largely been a literature review of what 
happens elsewhere and the reasons for that. We found that there are few instances of pure land 
value taxation; land and property value taxation is much more common, and, in that, the land 
may be taxed at a different rate to the improvements. 



181. We found that the countries that utilised a pure land tax brought it in when they had large 
land masses that were not heavily developed. It was a major taxation resource for countries 
such as New Zealand, Australia and America. In their developmental phase, taxing the value of 
land — as opposed to taxing the improvements — was a sensible option. A pure land tax is also 
used in some developing countries, where the value of improvements is potentially low by 
comparison to the value of the land. A lot of the improvements may be illegal dwellings and 
could not be brought into the taxation regime anyway. 

182. Our findings, however, suggest that although land value taxation brings many benefits, 
most of those benefits are captured by a land and buildings taxation, which has a broader tax 
base. In a developed country such as Northern Ireland, the improvements and buildings on the 
land are a substantial component of the value. A land and buildings taxation facilitates the 
charging of a lower tax rate, and it is better linked to ability to pay than taxation of the pure land 
element. 

183. We drew on experience from elsewhere and also the results of the Lyons Review and the 
Barker Report. Both of those consider land value taxation, and they highlight the major problems 
that we have also identified. 

184. The major problems are that clarity is required in the planning regulations and the planning 
regime. A major barrier is, in the United Kingdom context, that even when up to date plans are 
in place, planning permission or the ability to develop is not granted. Just because an area is 
zoned for a residential development, it does not mean that planning permission will be granted; 
it simply means that it is more likely to be granted if the application is in line with, not only the 
plan, but all the other policies. Therefore, even when up to date plans are in place, it does not 
necessarily mean that you can immediately attribute the value to that land. 

185. The planning system, certainly in Northern Ireland, does not even have those up to date, 
clear plans. There has been a review and a legal challenge to the zonings that have been put in 
place. Therefore, from a planning perspective, there is no clear direction on that issue. 

186. The value of the land is going to be fundamentally affected by the availability of planning 
permission. The planning system does not necessarily state the kind of density of development 
that can take place, even where land has been zoned. It does not mention issues such as the 
level of affordable housing that needs to be built into the scheme. The planning system can be 
open to a lot of interpretation, lots of additional planning guidance, and so on, some of which is 
statutory and some of which is not. 

187. That can, therefore, result in a situation that when you come to value the land, it will be 
difficult to calculate how much that land is actually worth. It depends effectively on the scheme 
that could be put on it, as Brian said, under the concept of highest and best use. 

188. Mr McClure: This was something that came home to me at a meeting this week in Coleraine 
with the balanced communities review group. A lot of the discussion was about the judicial 
review of the northern area plan and the Magherafelt area plan, and what effect that had. While 
those plans are effectively in limbo, and there is this uncertainty around the planning system 
that currently exists in Northern Ireland, it is hard to think how a land valuation taxation system 
that values potential use could ever be introduced. Therefore, that is one major difficulty. 

189. Mr Davis: The Lyons Review and the Barker Report considered those issues, and they 
seemed to suggest a similar kind of idea that, although a pure land value taxation system has its 
advantages, the majority of them can be captured using a capital value improved system as we 
have here. The main direction where a bit more of the value may be captured is — as has been 
mentioned today — where underdeveloped or undeveloped land exists. 



190. That led to the planning-gain supplements that it was intended to introduce on the 
mainland, and which was effectively dropped yesterday as it was extremely difficult and created 
a lot of objections from the development community, and so on. Therefore, even that specific 
element — where the development of land that could be proceeded with is being encouraged — 
has proved to be politically, practically and technically difficult to do on the mainland. 

191. There are a variety of issues — for example, the lack of a comprehensive register of land 
holdings that would need to be drawn up before it could be implemented. The concept is that, at 
times, it may be beneficial to develop land more intensively. There may a city-centre scheme 
that is being used as a surface car park, and is awaiting the right time for the developer to 
develop that property. Highest and best use under that kind of system suggests that that would 
be valued as a development site, not as a car park. That seems beneficial in that it would 
advance the developments. 

192. The Chairperson: The presentation that the Committee received, which was organised by 
Peter Robinson, had an example of a site that had been bombed during the Second World War. 
It is currently worth an absolute fortune, but nothing other than the surfacing of it has taken 
place since the Second World War. 

193. Mr McClure: The first part of the University of Ulster’s work was a literature review on the 
subject of land value taxation as an alternative to the rating system. The second part is perhaps 
a supplementary measure in relation to vacant or underused land. They hope to undertake a 
pilot study in the greater Belfast area that looks at the impact of a vacant land taxation system: 
what sort of land areas are involved, what the main considerations are, the likely impact of such 
a system, and what sort of revenue it could raise. That will begin very soon, and there are 
meetings already set up with various public landowners. 

194. Mr Davis: It is obvious what sort of issues will initially arise. The difficulty is that there is no 
central point where we can get a comprehensive list of development sites, even in the greater 
Belfast area. Instead, we have to go through a variety of different entities in the private and 
public sector, to draw up a list. For example, we are receiving evidence from the private sector, 
which might put the value of land in a central area of Belfast at anything up to £23 million an 
acre, which is a huge expectation considering that the building potential is not known; if the 
planning regulations provide clarity then, depending on what scheme is allowed on the site, that 
figure could go down to £4 million an acre. There are practical considerations. If there is a 
building on the site that can be valued, then we could make a theoretical separation of the site 
value and building value and apply differential rates, as is done in Philadelphia. However, when a 
site has no building on it, we have to look at highest and best use and speculate as to what the 
value might be. 

195. Mr McClure: If that is something that the Committee and the Minister favour, then where 
there is a will, there is a way. The Department feels that there is considerable merit in a land-
value taxation system that targets underused and underdeveloped land. 

196. The Chairperson: Is there a current predisposition for vacant-land tax to be a 
supplementary, as opposed to an alternative, system? 

197. Mr McClure: A land-valuation taxation system would be an alternative to the current rating 
system because it would rate all land regardless of whether it was used. In contrast, if the 
Department adopted a taxation system that only looked at vacant land, it would not be able to 
raise anywhere near the same amount of revenue, or come anywhere close to that. Therefore, it 
would be a supplementary measure, and one based on considerations such as housing 
affordability, freeing up land for economic development, in addition to revenue raising. As this 



issue develops, we would have to involve other Departments, but it would be broader than a 
simple a revenue-raising measure. 

198. Mr F McCann: Would that set a rate right across the board, or would there be different 
designations? 

199. Mr McClure: That would depend on the type of land being rated. Would it be land that had 
planning permission? Would it be land that was zoned for particular planning permission? Would 
it be land that was ripe for development? Not all land in areas zoned for development is ripe for 
development, so there is an issue of whether that should be brought into taxation. Those issues 
have to be attended to. If such a measure found favour in the Assembly, then where there is a 
will, there is a way. There are examples that the Department can draw upon. The Lyons Review 
gave a positive recommendation on the measure, although they have not been moved ahead 
with that in GB. However, Northern Ireland does not have to follow what happens in GB. 

200. Mr Hamilton: A comprehensive and accurate list of land ownership is absolutely essential. I, 
and probably all Assembly Members, in constituency work find it difficult to get people to take 
ownership of land when you are just asking for it to be cleaned up or tidied. If there is a rates 
bill for such land there will be some people running a million miles away. That is a key element. 
Just to clarify, would agricultural land be included? 

201. Mr McClure: In most instances where land-valuation taxation applies agricultural land would 
be included in the tax base. 

202. Mr Hamilton: Is there any discount or relief to allow for the variation in size and value of 
agricultural land? 

203. Mr McClure: Normally, jurisdictions that have a land-valuation taxation system apply a 
differential rate, so agricultural land would be rated at a particular rate and industrial land would 
be rated at a particular rate. 

204. Dr Lim: We found that special consideration has to be given to land devoted to agricultural 
use, and it is normally applied to the evaluation process where the values are based on the 
existing use, which is agricultural use rather than highest and best use. 

205. Mr McClure: Effectively, agricultural land would be capped at its existing use. 

206. Mr Davis: On the issue of land banking, a lot of those sites are agricultural land on the 
urban fringe, just inside and just outside the development limit. If you brought in a land-value 
taxation system that gave preferential treatment to agricultural land and capped it at its existing 
use value, you would not, in fact, incentivise bringing that forward at all. Consider the price 
difference for a farmer with an acre of agricultural land at £10,000 an acre, as opposed to 
perhaps £4·5 million an acre as a site for residential use. If land value taxation is to be brought 
in, you will have to think about how to tax the agricultural land, but if you want to incentivise the 
development, you need to move away from that. 

207. Mr McClure: It is part of the equation; it comes with the package. The experience 
elsewhere is that virtually every jurisdiction taxes agricultural land to some extent. 

208. Mr McQuillan: There is a difference between farmers working the land as agricultural land 
and having perhaps 14 sites passed for planning approval on the land. That should be taxed at a 
higher rate than agricultural land. Care also needs to be taken with land that has been zoned, 
because I have farmers telling me of zoned land that has no chance of being built on because it 



is too near to their homes. We should be trying to get the land that has planning permission 
released and built upon — in other words, to force the developer’s hand. 

209. Mr Davis: Planning permission is not always applied for on land that is zoned for residential, 
so developers can always do back deals on payments if planning permission is subsequently 
gained. That is something that can always be got round by perhaps cutting the footings on part 
of the development site to keep the planning permission valid, so that is not a panacea for 
bringing development on. It may result in people holding back on submitting planning 
applications, and selling options on the land rather than just selling the land with the benefit of 
planning permission. 

210. Mr McQuillan: When the land got planning permission, it would become more valuable. 

211. Mr McClure: What we are saying is that the development community can be quite canny 
about that, and there are ways and means round it. 

212. The Chairperson: You would have to apply a considerable amount of incentive for them to 
follow through. 

213. Mr Davis: They have time horizons of maybe 15 to 20 years and will be buying some of the 
most valuable land held in land banks, which will not be in the plans at all. It will be five to 10 
years before that comes into the urban development limit. 

214. Dr Farry: I want to look at the land value taxation from the urban perspective. In Belfast, 
presumably, you are looking at vacant land. In the city centre there are no real rules about how 
tall buildings can be. How would the system cope with assessing the land? In a city-centre 
location the buildings can go up and up and the higher they go the more value that adds to the 
property but the value of the land stays the same. 

215. Dr Lim: One underlying issue on land value taxation is the highest and best use. However 
when you look at the highest and best use you must ask whether it is legally permissible and 
financially viable to develop the scheme. Density will be a key issue. You need to consider how 
many storeys should be built. Developers will want to maximise the value. 

216. Dr Farry: That is a very subjective judgement for people to make. Presumably, parkland in 
an urban setting is zoned as open space and would be protected accordingly. On 1 October the 
Assembly debated a motion on strategic planning policy, which addressed the issue of back-
garden development. At the moment back gardens in urban settings are zoned as brownfield. 
Therefore, I presume that land value taxation, with regard to maximum best use, would 
encourage owners to build as much as possible in back gardens. 

217. Mr Davis: The practical approach would be to look at that on a case-by-case basis. 
Ordinarily, a house in best use could be taken as existing use. For example, if there were a 
street of houses with slightly larger than usual back gardens, which could, theoretically, be 
grouped together to make a development site, then, ordinarily, the interpretation of a house in 
best use would say that the highest and best use was the existing usage as a single-family-
occupancy dwelling. If a developer bought several of those gardens and it started to look like a 
development site, or if it were a vacant site next door to those properties, then it would be 
highest and best use, such as apartments. 

218. Mr McClure: As I understand the question, it relates to “back gardening”, which is to do 
with infill sites, where somebody has an abnormally large side or back garden where another 
dwelling could be built. That would be rated at the higher amount and the site’s potential would 
be reflected in its assessment, which is not the case under the existing rating system. 



219. Dr Farry: That would be a problem in a number of areas. Is the base of taxpayers 
potentially larger, narrower or the same under land value taxation as it would for a property-
based taxation system? 

220. Mr McClure: I will let the university give its views. However, my view is that there would be 
a narrower tax base as it is an ownership-based taxation system, whereas we have an 
occupation-based taxation system. 

221. Mr Davis: It depends on the area. Take London, for example. Vast tracts of it are owned by 
a small number of individuals, and everyone else is on long leases. It depends on how you 
define the ownership in terms of who is responsible for paying the bill. However, I would say 
that it would almost certainly be narrower. There would be fewer owners than occupiers. 

222. Dr Farry: On the whole issue of democratic accountability, the more people who contribute 
to the tax system, the more positive and beneficial it is to society. 

223. Mr McClure: That is a valid point. 

224. Mr O’Loan: The potential for taxing or rating agricultural land would cause incredible 
consternation, and I am very concerned about that proposition. People would accept the basic 
idea of taxing derelict land, or land with immense development potential. I understand a lot of 
the difficulties that have been presented today about valuation and the timing at which it would 
be appropriate. 

225. Gardens were mentioned, and it sounds good in principle to say that they could be taxed. 
However, until a planning application has been made you cannot test whether a garden has a 
value only as a garden or whether it suddenly has a dramatically enhanced value as a building 
site. However, to go back to agricultural land, the suggestion of rating it would cause incredible 
consternation in the agricultural community. It is certainly not just a technical detail. 

226. Mr McClure: I made that comment in relation to the broad application of a land valuation 
taxation as an alternative to the rating system, which would inevitably lead to agricultural land 
being rated. I do not think that there is any intention of bringing agricultural land within the 
remit of that tax. And, to save the headlines in the ‘News Letter’ and ‘The Irish News’ tomorrow, 
I should say that there is no intention to include people’s gardens in such a tax. It would only be 
for derelict or vacant town sites, usually of the brownfield variety. 

227. Mr O’Loan: The signals that the Department sends out are important. Are we talking about 
potential adjustments to, or tweaking of, the existing rating system, that may include some 
elements of land, and if so, what are they? Or are we having an interesting theoretical discussion 
about shifting the whole basis of our rating system to a landed property tax that for technical 
reasons, our experts tell us, would include agricultural land? 

228. Mr McClure: We are talking conceptually about either alternatives or supplements, rather 
than the introduction of something to the existing rating system. The options are either an 
alternative, which would be a broad, land-valuation taxation system, or a supplement, such as 
taxing vacant land in cities and towns, which may be done for other reasons as well as raising 
revenue. 

229. The Chairperson: We should constantly remind ourselves that we are talking about a 
review. The Committee will get down to consideration of the proposals, subsequently. Are there 
any other issues that you want to raise, Brian? 



230. Mr McClure: There are a few points from earlier that I would like to pick up. John Simpson 
was asked by either by Mr O’Loan or Mr Beggs if there is an early payment discount scheme, or 
a deferred payment discount scheme. There may be some confusion of the two. There is an 
early payment discount scheme of which a number of ratepayers take advantage. That scheme 
includes a 4% discount if you pay upfront by a particular date. Currently, a deferred payment 
scheme does not exist, but there is legislation to introduce it. 

231. There was some discussion about pensioner discounts, data-sharing and whether LPS could 
get information from the Social Security Agency. Last week, I attended an interesting conference 
given by the Information Commissioner’s Office in Northern Ireland, at which that issue was 
raised. The Department of Finance and Personnel hopes to be able to improve data-sharing so 
that we can target reliefs. We may not be able to apply those automatically, but if we know that 
there is a likelihood that a large number of people in a particular household or street may be 
eligible for reliefs, we will be able to use that information in targeting campaigns to ensure that 
people get the discounts, allowances and rebates to which they are entitled. That work will be 
ongoing. 

232. The Chairperson: In your introductory remarks you referred to a point covered during John 
Simpson’s session about the percentage of household income. 

233. Mr McClure: That was in relation to the issue of circuit-breakers. We had hoped to have 
information this week from the DSD to give us an indication of the practical outcome of having a 
circuit-breaker system. As I mentioned at the last Committee meeting, circuit-breaker measures 
are important in other jurisdictions to help those who are least able to pay. In Northern Ireland, 
there is rate rebate available through the housing benefit system, so 20% of households in 
Northern Ireland do not pay rates, and those people are entitled to a 100% rebate. If the system 
that limits the rate bill payable as a percentage of income is applied on top of that, they do not 
dovetail well, and that has the potential to affect Northern Ireland’s overall income through the 
housing benefit budget. Therefore, there are issues related to that. I will be happy to go into 
that in more detail in next week’s meeting when we will have the analysis of circuit-breakers to 
show the Committee. 

234. There was a lot of discussion about local income tax. In Scotland there is a perfect example 
of further work. The Scots are going to introduce local income tax, which they hope to achieve 
by 2010. The new SNP Scottish Government have declared their intention to do that. If we are 
not asked to do our own analysis, we certainly have a live example of the introduction of local 
income tax from a country within the UK. 

235. The Chairperson: When the Scottish Parliament was given its devolved powers, why was its 
tax-varying power limited to the basic rate of income tax? What was the rationale for that? 

236. Mr McClure: Those are the powers applied under the Scotland Act 1998. If the Scottish 
Parliament wants to exercise powers different to that, it will have to get the consent of the 
Westminster Parliament to do so. I believe that the SNP’s proposals for a regional income tax will 
require a further amendment to the Scotland Act 1998. 

237. The Chairperson: Do you know why the power was limited to the basic rate of income tax, 
in the first instance? 

238. Mr McClure: No, I am not sure why that happened. 

239. The Chairperson: Alison, have you any words of wisdom? 



240. Ms Alison McCaffrey (Department of Finance and Personnel): I have nothing really to add to 
Brian’s comments, other than to say that it is important to remember what the public said about 
vacant rating and land value taxation, which we discussed earlier. The Committee has the report 
on that. Vacant rating was clearly a popular measure, as was land value taxation, from the point 
of view of unused and derelict land. It is important to remember that. 

241. The Chairperson: Do members have any other comments? Brian, thank you very much for 
your assistance. No doubt, we will have further work to do. The brief that you have given to the 
university is particularly valuable, and I think that both strands of the research will be very 
pertinent to the outcomes of the exercise. Well done. 

242. Mr McClure: I intend to provide copies of the university’s work-in-progress report. We want 
to be as helpful as possible to the Committee, but I am also mindful that we would be handing 
over work that is not yet complete. I wonder if there is some way in which this work could be 
kept for the Committee’s use only. Is that possible? 

243. The Chairperson: I am sure that it is possible, and I understand the need to protect the 
integrity of the project. The Committee is working within a very tight time frame, and we may 
end up with information overload, if, for example, preliminary papers are followed up almost 
immediately by the final report. Let us give some consideration to this matter. 

244. Mr McClure: I do not think that that will be the case with the work on the rating of vacant 
houses. Phase one of that work is nearly complete, but the second phase, which looks at the 
causes of vacancy, will take a few weeks. Similarly, phase one of the work on land value taxation 
is virtually complete, and we can provide the Committee with a copy of that shortly. However, 
phase two is some weeks away from delivery. It looks at the issue of derelict and underused 
land and the pilot exercise in the greater Belfast area. 

245. The Chairperson: We will keep in touch to let you know how that work can be incorporated 
in the Committee’s work programme. Thank you very much. 
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246. The Chairperson (Mr McLaughlin): I welcome David Magor, chief executive officer, and Pat 
Doherty, consultant, from the Institute of Revenues, Rating and Valuation. It is worth 



mentioning your relationship with the predecessor of this Committee; you were consultants to 
DFP — I am not sure if that is still the case — and may have also have a contractual relationship 
with Belfast City Council. Please declare any interests that you have before the evidence session 
formally begins. 

247. Mr David Magor (Institute of Revenues, Rating and Valuation): As the Chairperson has 
correctly stated, we were consultants to the former Committee and are currently doing some 
work for Belfast City Council on the penny rate product. 

248. Mr Pat Doherty (Institute of Revenues, Rating and Valuation): We were contracted to work 
with the Department on the development of a relief scheme that has been implemented in 
Northern Ireland. Therefore, we have a direct interest in that piece of legislation. 

249. The Chairperson: The Committee very much appreciates the effort that you have made to 
join us at short notice. You have the floor, and I will ask Members to put any questions that they 
may have after you have finished. 

250. Mr Magor: We have taken a keen interest in the changes over the last six to nine months 
and the introduction of the new scheme. We have looked at the various issues and strands in the 
Department’s consultation document; the options for change in April 2008, and the options for 
change in the medium and long term. We will take turns in speaking about each of those. 

251. Where a new property tax system based on the value of property is introduced, and a 
decision is made to cap the value, revising that cap after its introduction is always very difficult. 
There is also a problem of any future removal of that cap and how it would be phased out. We 
do not recommend a revision of the cap. 

252. We cannot see the need for rules about a minimum payment. The amount that a rate payer 
is liable to pay is triggered by local-rate relief schemes, housing-benefit schemes, and the value 
of their home. The minimum payment is driven by the ability of those people to pay, although 
that is linked to a means-tested benefits scheme, which only applies to people who have applied 
for the benefit. At this stage, we cannot see the need to introduce a minimum-payment rule at 
this stage. 

253. Mr P Doherty (IRRV): It should be remembered that every time that there is some form of 
relief — whatever shape that takes — someone has to pay for it. Therefore, if a cap is put on the 
upper limits, the level of charge is moved further down. That is a political decision, and 
something that has to be recognised. 

254. Mr Magor: We recommend that the rating of vacant domestic properties be implemented as 
soon as possible, but there are considerable practical issues around that. Land and Property 
Services would have to identify the owners of all vacant domestic properties, check their liability 
status, and, finally, go through the billing and collection process. It would be difficult to compile 
all the necessary data for every bill by April 2008. However, we commend the rating of vacant 
domestic properties as soon as possible, because it gives a balance to the tax system. 

255. Mr P Doherty (IRRV): Mr Magor is right about the need to identify property owners; 
resources would have to be put into place to deal with that, because it would require more 
resources than Land and Property Services currently has. Based on our experience in GB, there 
is more work involved in empty-property rates than in the normal occupied-property charge. 
Land and Property Services has gone through enormous changes in the past two years with its 
new computer systems and the reorganisation and implementation of the new rating system and 
the relief scheme. To add another responsibility in the agency’s second year of operation might, 
from an administrative perspective, be extremely difficult for the agency. 



256. The Chairperson: Are those difficulties typically related to the tracing of ownership, or — 

257. Mr P Doherty (IRRV): There are two big issues. First, we know that Land and Property 
Services has new computer systems, but one must ask whether those systems will be able to 
levy an empty-property rate. Some work may well be required in that area. The major work is in 
identifying the owners of vacant properties, because it is they who will be charged the rate. I 
suspect that Land and Property Services does not have the records. Because there is currently 
no empty-property rate, there is no good reason to retain information when a property becomes 
vacant. Our educated guess is that there will be a tremendous amount of work in identifying 
current owners. 

258. Mr Magor: To start the collection process you need to serve a demand notice; if you do not 
have that essential information you cannot start the collection process. You need a good 12 
months’ preparation just in terms of administration, notwithstanding the points that Mr Doherty 
has made in relation to computer systems. 

259. Mr P Doherty (IRRV): We are firmly of the view that there should be a charge on vacant 
domestic properties, but Land and Property Services will need time, if you decide to go that way. 

260. The Chairperson: A lead-in time will be necessary. 

261. Mr Magor: We have no idea what records Land and Property Services holds. It may have a 
wealth of information about owners: I do not know, but I suspect not. 

262. Mr Beggs: The Land Registers will soon be part of Land and Property Services Agency. 
Should it not, therefore, have ownership details? 

263. Mr P Doherty (IRRV): It should have access to ownership details, but their accuracy is 
another matter. 

264. Mr Beggs: There will be issues around the computer systems requiring software 
adjustments. 

265. Mr P Doherty (IRRV): It also depends on who is being defined as being the rateable person 
for empty-property rate purposes. It is not necessarily the direct owner, because the property 
might be sublet to another individual. For the purposes of the empty-property rate, that person 
would be liable, because he or she is the person with the most immediate interest in the 
property, and the Land Registers might not hold those details. 

266. Mr Magor: That is the challenge. You must determine how much information Land and 
Property Services has available, how quickly that can be marshalled to create adequate 
information for billing purposes, and whether the software system will allow the changes to be 
implemented. It is October, so you are talking in terms of six months. 

267. Dr Farry: Is it possible to phase in that option, starting with properties of higher value? The 
Department could set a threshold, above which rates could be set for certain properties in year 
one. In year two, the Department could lower the threshold if it so wished. 

268. Mr Magor: That would be possible if primary legislation provided an enabling power. An 
enabling power would be required; otherwise there would be an argument of discrimination 
between people who own lower-value properties and those who own higher-value properties. 
However, any threshold could be phased out. The start date does not need to be 1 April either. 
The start date can be 1 July, 1 August, or whenever it is ready. 



269. Mr P Doherty (IRRV): We tend to believe that because the financial year begins on 1 April, 
that is a convenient start date. 

270. Mr Magor: It is easier to do the sums if the start date is 1 April. 

271. The Chairperson: Basically, therefore, you make a forthright recommendation but note that 
there are clearly anticipated difficulties with developing the capacity and the data sets in which 
they operate. 

272. Mr P Doherty (IRRV): That is correct. Another issue that has not been mentioned is that it 
is not just a matter of generating income stream, but about encouraging the use of property. 

273. Mr Storey: On that point, I noticed that in one of the papers that we shall consider later the 
comment is made that, counter to speculation, the measure is also partial to the housing market, 
which the capital-gains tax reforms that are proposed by the Chancellor seem likely to encourage 
further. 

274. Mr Magor: I am not sure that that has a significant effect at all. It is completely different. 
The rating of vacant domestic property gives two advantages; one is that it creates an income 
stream, and the other is encourages people to occupy premises. There is absolutely no doubt 
about that. There is plenty of evidence of that in Great Britain. It has always had a two-fold role. 
That is the reason that rating of empty property was introduced in GB several years ago. 

275. Mr P Doherty (IRRV): The principal purpose of its introduction and implementation was to 
encourage the use of a particular property in south London. However, it did not work in that 
case. 

276. The Chairperson: Was that particular property Buckingham Palace? [Laughter.] 

277. Mr Magor: Well, it has been empty for a long time. 

278. The IRRV supports the introduction of a deferment scheme. It is one small way to bridge 
the gap for those who are asset-rich and income-poor. The deferment scheme can be run in 
many different ways, for example, by the collection agency. Of course, it can also be run by a 
bank. Such schemes are widely used throughout Europe and in GB, for example, where it is 
highly effective. The IRRV strongly recommends its introduction. There are no particular 
administrative issues with its introduction, which would be relatively straightforward. It would 
relieve some of the pressure on people who are asset-rich and income-poor. 

279. Mr P Doherty (IRRV): We must declare an interest as that was part of a previous piece of 
work that we carried out for the Department. It was one of the reliefs that we recommended. 

280. The Chairperson: Has there been any social resistance to that? What is the take-up? As 
with anything, I suppose that there are pros and cons. 

281. Mr Magor: It is fair to say that there is social resistance, particularly within families. 
Obviously, when an elderly or older person has acquired an asset through having worked hard 
their entire lives, and he or she wishes to leave it to their children, introduction of a deferment 
scheme chips away at that asset. There has been much publicity about income schemes that 
relate to property. Many of the banks have now introduced them. If the deferment scheme is 
related to the payment of property tax, it can be controlled through an advantageous interest 
rate, et cetera. There are many ways that the effects of the scheme can be ameliorated. 
Ultimately, however, people look upon their property as part of their savings which they may 



wish to bequest to their children. That is being slowly chipped away. There are definitely social 
issues with regard to that. 

282. The Chairperson: Has the experience been better when the scheme has been rolled out by 
the collection agency, rather than by banks or the private sector? 

283. Mr Magor: In GB, worldwide and particularly in the US, it is run by local authorities. It works 
quite effectively. 

284. Mr P Doherty (IRRV): It is probably most widely used in the USA. We are unaware of any 
research in GB in relation to the existing scheme; however, it has been researched in the States 
and it comes back to the point the Chairman made and the essence of his question. The 
deferment scheme is not widely used in the States, simply because of the resistance to it. Where 
it is used, it is seen as very useful. 

285. Mr Magor: There is a major issue, in that if it becomes popular, the collection agency 
suddenly has a cash-flow problem. That is why there is a great advantage in involving a bank, so 
that then the legislature can have the cash year-by-year, whereas, if it is operated within the 
collection authority, there is a cash-flow problem if 100,000 or 50,000 people take it up. It would 
become a major cash-flow issue and it would get worse year-on-year; because, progressively, an 
enormous amount of money is left owing to the collection agency until someone dies. 

286. Mr P Doherty (IRRV): The scheme could be run on an annual basis as well. The legislature 
would not just put the charge on and have it automatically renewed each year. Each year the 
scheme would have to be reviewed according to whether the individual still wants it. Some 
individuals will come across a particular problem in one year and want relief only for that 
particular year. 

287. The Chairperson: I think I can see political antennae blowing in the wind. It might be a 
problem that would build over a period of time. That will have to be considered. In any case, this 
is not the time for making judgement on it. It is one of the options. 

288. Mr Magor: It is a good option. 

289. As to the low-income rate relief scheme, we should again declare an interest. In a darkened 
room in the Hilton Hotel in Belfast, we came up with this idea after lengthy consultation with 
third sector groups in Northern Ireland. 

290. The scheme is a bolt-on to the housing benefit rent rebate scheme, in that it sits on top of 
that scheme and gives the legislature the ability to enhance various elements of the 
measurement of need in relation to the structure of the community: older people, lone parents, 
families with children and so on. The choice was made to enhance an element of the scheme for 
the current year. The advantage of the way the scheme is structured is that it is directed 
towards the measurement of need, and therefore it is targeted towards people who are in need. 

291. The issue there — I suspect you are about to raise it — is the question of take-up. There 
needs to be a concerted effort to make sure that, for both mainstream and special relief 
benefits, take-up is maximised. There is plenty of scope in Northern Ireland for partnerships with 
the third sector, the CAB and other voluntary bodies, to push forward the take-up. The 
legislature is free to revise the low-income scheme in whatever way it thinks appropriate. If it 
feels that the scheme does not meet the needs of a particular group in the community, it can 
revise the scheme. 



292. The main issue for us is that when the scheme is revised, one should be careful not to do 
things for the Government — the Department for Work and Pensions. The obvious way in which 
take-up can be maximised in Northern Ireland is by the lifting of the capital rule. Lifting that rule, 
however, should be the duty of central government and that should be funded from the centre. 
The reason we say that — and I was waiting for an appropriate point to raise this — is that it is 
grossly unfair that the capital rule has remained in place for more than twenty years now. It is 
still stuck at £16,000. The rate of income that is derived from capital, through the housing 
benefit scheme, assumes a 20% return on capital. If you can invest capital and get a 20% return 
anywhere in the world, let me know. Not that I have any capital. 

293. Income-related benefits turn on capital rules. Those capital rules are so unfair. Everything 
else has been up-rated, but the capital has not been up-rated. That impacts particularly on 
Northern Ireland, where levels of savings — particularly of just over £16,000 — is high, 
according to all the surveys and data sets that we looked at. That is an area in which the 
scheme could be revised: the capital rule or the derived income rule could be lifted. However, an 
enormous door could be opened with respect to the amount of relief paid. Ultimately, if that 
relief is paid by all the other taxpayers, it will have the effect of lifting the tax. 

294. The low income rate relief scheme is flexible. If it is felt that it does not target the right 
community groups, it can be moved in whichever way is deemed appropriate. 

295. Mr P Doherty (IRRV): The scheme is called a low-income rate relief scheme. The work that 
Sir Michael Lyons undertook shows that the name of schemes can be an issue. To call a scheme 
a low-income rate relief scheme perhaps sends out the wrong message —a better title might be 
the Northern Ireland rebate scheme. A psychological element comes into play. It is important to 
get across the message that a rebate is available, and that it is not a matter of holding out a 
begging bowl. The approach could be as simple as that. 

296. The Chairperson: I can see that that is an important factor. 

297. Mr P Doherty (IRRV): I almost apologise when I say that, simply because it sounds naïve 
and trite. However, Sir Michael Lyons undertook some work on that issue, as did our institute, 
and that issue emerged clearly. 

298. We developed the low-income rate relief scheme, and we spent a lot of time over here 
talking to the third sector, interested parties, political parties, and so on. Some very clear 
messages emerged from those talks. One message was that there should not be an 
indiscriminate relief scheme that peppers money across the board without any criteria to 
determine how people should receive money. That is why we came up with the concept of the 
low-income rate relief scheme. The current benefit scheme is very good and has the ability to 
target individual client groups, but, of course, the Department for Work and Pensions is 
restricted by the amount of money available, and so on. However, your scheme has much more 
flexibility in that it is based on that, so, as David said, it can target whichever groups are in most 
need of help — for example, elderly people, various age-groups, single-parent families, couples. 

299. An important aspect of this scheme is that it sits on top of the benefits scheme, which 
means that the millions of pounds that come into Northern Ireland through the current statutory 
scheme are not affected by it. I want to highlight one of the big issues, which we will touch on 
shortly when we discuss single-person discount and pensioner discount. If you allow 
indiscriminate discounts on the amount of rates that is due, the calculation for the amount of 
benefit is then based on the reduced figure. Say, for example, a 25% discount is allowed on a 
£200 bill, as is the case in GB. With a discount scheme, the benefit subsidy would be based on 
£150, whereas now, the benefit subsidy would be based on £200. Therefore, Northern Ireland 
would automatically lose a £50 subsidy from the centre. When we were developing the low-



benefit rate relief scheme, we had to consider how we could retain that income to Northern 
Ireland. We wanted to develop a scheme that could sit on top of the current scheme but still 
give relief to taxpayers. That is one of the strengths of our scheme. 

300. However, a key issue emerged in the evidence that was gathered through the work that we 
carried out two years ago. In general, there is an under-claiming of rate rebate among owner-
occupiers in Northern Ireland. There is a good take-up in both the public- and private-rented 
sectors, but the rate of take-up among owner-occupiers appears to be below the average for GB. 

301. Mr Magor: In fairness to the Housing Executive, I must say that it does a marvellous job in 
encouraging take-up, both for their own properties and for the private-rented sector. The 
organisation is very focused on take-up. The difference between take-up rates among owner-
occupiers and take-up rates for Housing Executive properties is quite remarkable, even allowing 
for the fact that people who live in owner-occupied properties perhaps have more assets. The 
take-up rate in the rented sector, both private and public, is very impressive, much better than 
in GB. Certainly the performance in that area is much better than that of local authorities in GB. 

302. Mr P Doherty (IRRV): With owner-occupiers, it is the other way round. 

303. Mr Magor: Yes, the weakness here is the owner-occupier take-up rate. 

304. Mr P Doherty (IRRV): That, of course, impacts on this relief scheme as well, because if 
owner-occupiers do not apply for statutory rebate, they do not automatically come into this 
scheme. 

305. Mr McQuillan: How can that situation be turned around? What is the way forward? 

306. Mr Magor: Northern Ireland is amazingly rich in data, and that data should be put to good 
purpose. People will say that there are issues around the Data Protection Act 1998. However, if 
something is being done for the social good, I do not see how the Act comes into it. 

307. Mr P Doherty (IRRV): I think that the Information Commissioner’s views are now changing, 
anyway. 

308. Mr Magor: “Modifying” is the word. 

309. Some good work has already been carried out in partnership with the Pension Service in 
Northern Ireland, and that work should be developed. Individual local authorities should be given 
support to do that, and work should be carried out a local level. There should be targeted 
campaigns, and data profiles should be created using existing data sets. Information should be 
gathered on where older people live, and they should probably be visited. 

310. I could go on forever because I am a great believer in take up, and there is such a contrast 
between the rented sector and the owner-occupied sector. In the rented sector, there is 
maximum saturation and a good job is being done, but the message has not got through to the 
owner-occupied sector. In lots of cases, that may be the resistance of the owner-occupier. The 
data is available; it is possible to identify where the older people live by postcode. It can be 
arranged for nice people to knock on the doors of older people, or they can be approached by 
letter or text message — there are 101 different ways of contacting them. However, the data set 
must be analysed, it must be established where the older people live and where the low-income 
pockets are. A targeted campaign would yield dramatic results. 



311. As we move to rate relief for students, I should declare an interest on the issue, as I used 
to be director of housing and revenues for Oxford City Council when the poll tax was introduced 
and the council tax was introduced to replace it with a relief scheme for students. The relief 
scheme was an absolute nightmare to administer because students are incredibly mobile. The 
majority of them live in private rented accommodation and their inclusive rent is paid to the 
landlord. A relief can be awarded to a student in a multiple-occupied house, but that relief may 
not get to the student, but be taken by the landlord, who pays the rate bill. There are loads of 
issues surrounding that. In simple terms, the reason for rate relief schemes for students is 
because the majority of students were taken out of the rate rebate scheme a number of years 
ago. Only specialist groups — 

312. Mr P Doherty (IRRV): Vulnerable groups. 

313. Mr Magor: Essentially, only vulnerable groups, mainly students with families, were kept in 
the rate rebate scheme. The majority of students were taken out of the scheme. There used to 
be an occupational element of the grant, which was taken off before the benefit was calculated. 
That is gone, and relief schemes were introduced as some kind of compensation. In practice, 
rate relief schemes for students are difficult to administer. The two main reasons for that are 
because students generally live in multi-occupied properties where the landlord is liable for the 
payment, and because of the student’s mobility. In addition, their status as a student makes it 
difficult to administer rate relief. As their circumstances change — for example if they leave their 
course — it becomes impossible to manage the process. Although Northern Ireland has a rate 
relief scheme for students, I feel that generally there are better ways of assisting students than 
through local taxation relief schemes. Perhaps that is a task for national government, as opposed 
to one for local government with local funding. 

314. Mr P Doherty (IRRV): There is no incentive in that rate relief scheme. It is impossible to see 
how an incentive could be built in for landlords to inform you when the composition of the 
property changes. It is a negative incentive; why should a landlord give the information that a 
working person has moved in and that a student has moved out, when they will have to start 
paying rates? 

315. Mr Magor: The majority of students are not direct rate payers so they have no direct 
relationship with land and Property Services and probably do not know about the scheme. Their 
rate liability is included in their weekly rent payment anyway. 

316. Mr P Doherty (IRRV): It will be interesting to see whether the benefits of that relief have 
been passed on to students. I would put money on it; rents have not reduced. There are areas 
in Belfast where many properties are student-based. I bet that rents have not reduced in those 
areas. 

317. The Chairperson: That is probably also the general view. It is a complex and difficult area 
to properly supervise. 

318. Mr Magor: It is almost impossible to supervise. Such a scheme might encourage the 
temptation of dishonesty. Landlords may not disclose when they know that there has been a 
change in the status of their tenant. They might bring people into the property with false student 
certificates. There are lots of different ways in which the scheme can be manipulated, and it is 
difficult to administer. 

319. Mr P Doherty (IRRV): The bottom line is that someone else pays anyway because the 
charges are spread out among the other rate payers. 



320. Mr Magor: So if the intention of the scheme was to give relief to students, the relief may 
not be getting to them. We have no detailed evidence of that as we have not done a study, but 
that is our experience from GB. 

321. Turning now to transitional relief schemes, once such a scheme is set up, it is there and can 
be modified. However, it costs money to modify transitional relief schemes. There is also the 
problem of taking people out of the transitional stage and moving them slowly from a relief 
scheme that has given them some help. I am sure that the ratepayer would welcome the 
modification of the transitional relief scheme at that stage. 

322. Nevetheless, that will depend on whether the Committee feels that the transitional relief 
scheme has hit its target — that of relieving the financial burden. We do not recommend any 
changes to the transitional schemes, or to any transitional approach. Once a scheme is fixed it 
should remain fixed, and it should stay. 

323. Mr P Doherty (IRRV): If you have contemplated changes then, at least, keep those changes 
to within the life of an existing valuation period. One would not want to get into the same 
position as those dealing with non-domestic rates in GB where properties that went into 
transition in 1990 — and in each subsequent five-year period — have remained in transition, 
having gone into a further transitional scheme. It is nonsense. There are places — such as a big 
store in London — that have never yet paid a full rate bill, since the new rating system in 1990, 
because of the transitional scheme. One does not want to get into that position. 

324. The Chairperson: I will pick up on any members who would like to make an intervention or 
ask a question. However, that will make the process a bit disjointed for you. 

325. Mr P Doherty (IRRV): It is perfectly fine by me. I am more than happy. I have spent my life 
working with elected members. 

326. The Chairperson: So, you know what we are like. 

327. Mr Magor: Once one has early payment discount schemes it is difficult to get rid of them. 
You have a payment discount scheme. There is absolutely no doubt that it is an enormous aid to 
cash flow in the collection process in Northern Ireland. However, there are costs involved in 
discount schemes. There are costs as regards to collection. In many respects, one can argue 
that they are unfair to the community in general. However, they create a cash pot for the public 
sector, from the outset. We are neither for nor against them. However, once one has them it is 
impossible to get rid of them because people do use them and see them as an incentive. They 
feel as if they are getting something back for paying early. We do not recommend that you 
modify the existing scheme as it has worked well for a number of years. We suggest that you 
keep it in place. 

328. Mr P Doherty (IRRV): Our understanding is that approximately 20% of taxpayers take 
advantage of the discount scheme. Frankly, it would be impossible to remove that scheme 
because of the level of uptake. 

329. Mr Magor: It is interesting that, with modern payment methods such as direct debiting, 
there are issues about automating the collection process and making collection more efficient for 
the other 80% who pay by instalments, introducing direct debits. Of course, while there is a 
discount scheme, people will weigh up the cost of paying by monthly instalments — perhaps by 
our automated method —against paying in one lump sum and getting the discount. That is a 
judgement that the taxpayer makes. However, you have the scheme and it is still heavily used. 
Someone needs to do the maths every year to make sure that it is cost-effective. There is no 



point in continuing to run a discount scheme if it is actually costing money as opposed to making 
you money. 

330. Mr P Doherty (IRRV): The theory behind the schemes is that they should be cost-neutral. 
However, that will depend on current interest rates as compared to the statutory discount rate. 

331. Mr Magor: The institute takes a particular interest in graduated tax rates because its 
evidence to the Lyons Inquiry into Local Government Funding in England — and to the balance 
of funding prior to that — recommended graduated tax rates. The banding system in GB has not 
worked at all well and is hopelessly regressive. If there were individual values, as you have in 
Northern Ireland, we could envisage a series of graduated tax rates working effectively. Perhaps, 
they might even allow those decisions to be made at a local level. However, that depends on 
how one sees, in the general reform of local government in Northern Ireland, the amount of 
freedom that will be given to local authorities at a local level. 

332. Graduated tax rates, as regards to individual capital values, are something that works 
successfully in other parts of the world. If you could progress towards that, we would commend 
it to you. However, it is still a difficult one to call because, obviously, the local decision that is 
made — or the national decision that is made — will be seen as unfair by those who are taxed at 
the higher rates when compared to those who are taxed at the lower rates. It is a way of 
evening the burden, particularly of those living in highly valued properties. 

333. Mr P Doherty (IRRV): It would be more feasible to enable local authorities to set their own 
variable tax rate when the administrative changes have been made and the decision has been 
taken on the eventual number of councils. In theory, local authorities know the local economies 
better than the centre does. Therefore, it is a question of enabling councils to set tax rates 
according to their economic needs. 

334. Mr Magor: In the early days of the research for the reform process in Northern Ireland, the 
University of Ulster carried out some work on graduated tax rates, which produced some 
interesting models. Those are worthy of further investigation. 

335. Just to pick up on Pat Doherty’s original comment about the single person discount, if you 
grant a discount to someone who is in receipt of benefit, you immediately reduce your take from 
the Government, in terms of rate rebate, because it reduces the amount of property tax that is 
used for the calculation of benefit. Therefore, money is being taken from Northern Ireland to 
finance the single person discount, either at local level or through the local taxpayer. I worked in 
local government when the single person discount was first introduced in 1993. You would 
expect a city such as Oxford to have a fair number of people who live on their own, but not 38% 
of the population; however, that was the reality. Some 38% of my taxpayers claimed a single 
person discount. We tried to police and administer those claims, but it became impossible. For 
years I was suspicious of those statistics, but we reviewed the claims frequently. 

336. Recently, more scientific data matching was carried out in GB, and it transpired that 25% of 
the single person discounts in GB are fraudulent, which is horrifying. People simply apply for the 
benefit, take the 25% discount, and the local authority pays it year on year without carrying out 
any checks. The Audit Commission recently carried out a data-matching exercise, comparing 
several data sources under the national fraud initiative. In one London borough, the Audit 
Commission found that £1·4 million per annum is being lost to single-person-discount fraud. 

337. The other problem is that the single person discount is regressive, because it is a discount 
for living alone, and it has no regard at all to someone’s ability to pay. There are many threads 
to granting the discount, and I find them all negative. That is why the relief scheme is so 
important. Relief can be targeted to people living alone, through premiums, such as the 



measurement of need for housing benefit and the rent rebate system. Those premiums can be 
enhanced and more help can be provided to people who live alone. The beauty of the rate relief 
scheme was its flexibility. Simply granting an arbitrary single person discount, without the proper 
policing mechanisms, could turn out to be costly and prove to be a massive administrative 
burden. 

338. Some single pensioner discounts and other automated discounts have become popular, and 
four or five local authorities in GB have introduced them. People expect many local authorities in 
GB to introduce those, but they will not because of the impact on the take from central 
Government in relation to rebates — money will actually be lost. The treasurer of any 
organisation or public body has a fiduciary duty to ensure that the organisation maximises its 
income and does not lose subsidy. As soon any targeted discount schemes are introduced, 
subsidy from Government is lost, and that seems foolish. However, recent evidence of policing 
such schemes puts another nail in the coffin of single person discounts. It remains to be seen 
how the reaction from GB authorities will be managed through the revenue support grant 
process in GB, because it could be argued that so much money is being lost due to fraudulent 
claims that local authorities have acted in an inappropriate manner in trying to police them, and 
that could cause major difficulties. I recommend that you should not go down that path. If you 
are keen on the idea, a lot of research must be carried out. Clear procedures must be put in 
place to find out whether someone is living alone. You have to think carefully how you will police 
that, and you also have to think carefully about the penalties that you will impose if people 
abuse the scheme, because the evidence of abuse is very high indeed. 

339. Mr P Doherty (IRRV): You have to think whether it is a good use of public money, when it 
could be used in a more targeted way to achieve the same end, but with people who genuinely 
cannot afford to pay. 

340. I echo everything that David has said. My former authority is in Harrogate, which, as most 
people will know, is a fairly wealthy area, but it still has about 28% of people claiming a single 
person discount. However, it is not just the Audit Commission — under the national fraud 
initiative (NFI) — that has been undertaking that sort of work to try to assess the level of 
incorrect claims. A couple of major companies in the UK who are big data holders have 
developed products that they use with local authorities in GB to run the information through 
their systems. Their data shows that 25% of claims for single person discount are incorrect. We 
would not recommend it. 

341. The Chairperson: We have a very clear message there. It is useful to hear the experience 
and see the spectrum of issues that have to be factored into any move in that direction. 

342. Mr Magor: The single pensioner discount, or automatic pensioner discount, must be looked 
at in the wider context of pensioner take-up for income-related benefits. I would suggest that 
you go through that exercise first and find out why older people are not applying for benefits, 
and the number of older people who are not applying for rate rebate. We estimate that it is a 
very high proportion of pensioner owner-occupiers — subject to this unknown, which is the 
capital holdings of those people. Is the take-up not very high because lots of older people have 
capital holdings just above £16,000? Or is it that they do not understand the way that the capital 
rule works? That should be the first exercise, before you start thinking of just going for a 
discriminatory approach to picking on a client group. 

343. The rate-relief schemes are available, and they can be manipulated and directed towards 
pensioners living alone. There are lots of different ways before you would have to revert to 
automatic discounts. I commend to you to carry out a major take-up exercise. The need is there, 
and there is an important role for the distinct councils and the voluntary sector. 



344. The disabled persons allowance schemes would depend on how you want to direct policy. 
Differently able people need help in lots of different ways, and helping them through the 
property tax scheme is a very laudable thing to do, and it could be expanded. A decision must be 
taken on how to approach it. The current scheme is very workable and effective, and it could be 
broadened. That is a policy decision that could be made if you feel that you want to give people 
in particular circumstances more help through the tax scheme. However, the exiting scheme is 
working satisfactorily. 

345. Mr P Doherty (IRRV): The existing scheme aligns with the GB scheme that has been 
operating for 14 years with no suggestions for change. However, before you develop any 
thoughts about change, some research should be done as to how that has impacted, because 
the scheme was a change from the previous one. Some research should be done to determine 
whether the scheme is effective, whether it needs broadening, and whether it is hitting the 
differently abled sector in different ways. 

346. Mr Magor: Circuit-breakers are used by some local authorities in the US. I have carried out 
quite a detailed study of them, and they do not work — for lots of different reasons. The US 
does not have the same culture as GB and Northern Ireland in relation to filling in forms, 
applying for benefits and being absolutely honest. The problem in the US is that circuit-breakers 
tend to be introduced as a short-term measure to help people who are believed to be in poverty. 
Their income is examined to see what proportion of that income should be paid towards the 
property tax. 

347. If you have an effective relief scheme — which you have in Northern Ireland — and if you 
have an effective scheme to top up that relief, then why would you want to think about circuit-
breakers? They are crude and would be a massive administrative burden if they were to be 
applied to every taxpayer: the family make-up and the income of every household in Northern 
Ireland would have to be identified, and some of those households may not have thought about 
applying for any form of relief. That would then have to be related to their tax bill, there would 
have to be a definition of income, you would have to decide how you would deal with the cap, 
and it becomes an enormous problem. 

348. Circuit-breakers are, obviously, used in the United States but not by every local authority. 
There are 14,000 taxing jurisdictions in the United States. A small proportion of them use circuit-
breakers, and they use them in a very crude way. 

349. There is no detailed research regarding the use of circuit-breakers. Before even considering 
making any move in that direction, some detailed research will be required on where the 
information would start to be gathered from. For example, how would those who are self-
employed be dealt with if circuit-breakers are introduced? How would information be gathered 
from HM Revenue and Customs (HMRC)? I can think of numerous problems; I cannot think of 
any advantages. 

350. Mr P Doherty (IRRV): Of course, there would also be an impact on the housing benefit 
subsidy if it worked in partnership with something else. 

351. Mr Magor: It depends how the scheme would be made to work. If circuit-breakers were 
used instead of the benefits schemes, or if they were used in parallel with the benefits schemes, 
it would have a dramatic effect — depending on what level the circuit-breaker was set at. 

352. I am not sure what the aim was behind the proposal for discounts for owner-occupiers. 
Obviously, there are a large group of owner-occupiers, and you would discount them against 
people who are not owner-occupiers. 



353. Mr Weir: I suspect that the proposal was aimed at dealing with the issue of second homes, 
particularly in some of the coastal areas. 

354. Mr Magor: It may be easier to make second-home owners pay more; rather than giving 
discounts to owner-occupiers. 

355. Mr Weir: It is slightly wrongly phrased in that regard. I assume that that was the thinking 
behind that suggestion. 

356. Mr P Doherty (IRRV): Again, in the US, in addition to the circuit-breaker issue, there are 
what they call “homestead exemptions”; it varies from state to state. That is the problem with 
trying to describe what happens, but essentially it is a way of giving a discount to owner-
occupiers. Frankly, they do not work; they are indiscriminate. Home ownership is very high in 
the UK — approximately 70%. Therefore, why would you want to give a discount to 70% of the 
tax base? 

357. If that proposal is related to the issue of second homes, it should be tackled the other way 
round — the levels of charges on second-home owners should be considered. However, 
politically, that has caused a lot of problems in GB under the poll tax. At one point, second 
homes were taxed at twice the level of owner-occupied properties. There was huge fallout over 
that. 

358. Mr Beggs: Obviously there would be fallout depending on the level of the charge. How are 
second-home owners identified? Is there a practical method of doing that? Has it been 
implemented anywhere that you are aware of? 

359. Mr Magor: Where there is a high level of second homes, the majority of local authorities 
have introduced the scheme. However, that penalises the owners of second home, as opposed 
to giving discounts to other people. 

360. Mr Weir: I assume that there is a certain element of spin in the way that the consultation 
process has been carried out. The suggestion is for a discount for owner-occupiers. However, in 
practice, there will not be much of a discount at all — it will simply result in a higher premium for 
second-home owners. I assume that that is what was intended. Therefore, people should not get 
too hung up on the exact wording. 

361. Mr Magor: The answer to the question is that those schemes are working. It is debatable 
whether they are a disincentive to people buying a second home — I suspect that they are not. 
However, it is part of a bigger argument about the housing issue and homeless people. 

362. Mr Beggs: Regarding the administration of running such a scheme, is there much evidence 
of fraud, and of people claiming that they do not have a second home, and so on. Does it work? 

363. Mr Magor: The scheme works. There is no particular administrative problem. 

364. Mr P Doherty (IRRV): Basically, they pay the same level of council tax as everybody else. It 
is as simple as that. Therefore, there is no incentive and no disincentive. The local authorities 
get the name of the occupier, the owner, and they charge them. 

365. Mr Beggs: The same applies in Northern Ireland at present; people pay rates at the 
standard rate. 



366. Mr Magor: There would be no difficulty in actually applying a penalty rate — no difficulty at 
all. 

367. Mr Beggs: Other than finding out who owns the second home. 

368. Mr P Doherty (IRRV): There is an administrative issue regarding identifying second-home 
owners in the first place. However, it is important to remember that second-home owners do not 
tend to change and sell properties as quickly as owner-occupiers. People tend to buy a second 
home and keep it for x number of years. 

369. Mr O’Loan: Did you indicate the systems or levels of penalty that will be used? 

370. Mr Magor: No, that will depend on the impact. There have not been any statistics have 
gathered on second homes in GB. The level of penalty will be decided on a local level, according 
to the policy objective. For example, the imposition of a penalty rate on properties would be 
effective if the policy were to use the tax system to try to discourage people from buying second 
homes. 

371. Mr P Doherty (IRRV): Under the poll tax the charge was twice the standard charge, which 
resulted in significant political fallout, and that was changed fairly quickly. It did not last the 
three years of the poll tax. Initially, the charge was 200% as against 100%. 

372. Mr Magor: To return to the GB system, the council tax is based on a sole or main residence. 
There used to be a discount because second homes were not used as a sole or main residence, 
so, effectively, second home owners used to pay less than everybody else. There is nothing to 
prevent the Department from devising a system that would penalise people for owning second 
homes. That would depend on the policy objective that you want to achieve. 

373. In relation to the enhanced discount for farmers, they may have land, farm buildings and 
homes for which they can, if they are taxpayers, apply for benefits like anyone else. However, 
properties, land and buildings that are used for agricultural purposes have always been 
discounted, traditionally. It is a matter of policy objective, whether you want to increase that 
discount and develop it even further 

374. Mr P Doherty (IRRV): Currently, there is a 20% allowance for the assessed value — 
previously, it was 10%. The allowance in GB was typically 10%. Whether or not to give the 
discount, and how much that should be is a straightforward policy decision. We would not say 
that we are for or against it. However, it recognises the restrictions that farmers have on their 
properties in the general marketplace. 

375. Mr Magor: One longer-term option for fundamental change is the banding of house values, 
which is used only in GB, out of all the countries in the world. People have forgotten that 
banding was introduced as it was the quickest way of getting out of the poll tax. The banding 
scheme and the valuations for banding purposes were all delivered in six months. That included 
the devising of the legislation, delivering the values and billing by the local authorities the 
following year. That was driven by two factors: first, there was a desperate desire to get rid of 
the poll tax; and, secondly, abolishing the poll tax meant putting another scheme in place that 
funded local government. Therefore, everyone in central Government, local government and the 
private sector worked hard to introduce the council-tax system. The problem was how to value 
many millions of properties in such a short time span, and that was why banding was 
introduced. Front-door valuations were used, resulting in all those television programmes in 
which people claim that their properties are undervalued. The valuation process in GB was not 
precise. 



376. The situation in Northern Ireland is almost the direct opposite. Computer-aided techniques 
have been used, and, more significantly, there is a wonderful source of information about 
properties, which is not as strong in GB. There was an attempt to move to the Northern Ireland 
system in GB, but that has been abandoned. We still use the banding system, which is 
hopelessly out of date, as the bands were first introduced in 1993. It is beginning to look like the 
old rating system prior to the introduction of the poll tax. They are doing exactly the same again: 
it is a case of “been there before, got the T-shirt”. 

377. Whatever happens in the future regarding the property-tax system in GB, something must 
be done about banding. Generally, in the banding system, there is a relationship between the 
bottom band and the top band, which is in itself regressive. Currently, in bands A and H in GB 
there is a 1:3 ratio, and it is arguable that that ratio was chosen as a political decision rather 
than a sensible or a fair decision. In any case, it is arbitrary. Banding was chosen as a 
compromise in introducing the new system. The intention was to band on a regular basis, and to 
change to individual values at the first opportunity. 

378. There is still a great fear of the direct nature of the property tax, and therefore, it is the 
property tax and the banding system that comes under pressure. However, if the graduated tax 
scheme were introduced there would be no need for banding, because that gives you a banding 
system that could be far more refined, and decisions could be made at a local level. We do not 
recommend banding house values, but if you want the tax to have a different impact on different 
types of property use the graduated tax scheme. 

379. Mr P Doherty (IRRV): You are using the graduated tax scheme then on a progressive tax 
base. A move to banding now would be a completely regressive step in our view. 

380. Mr Magor: You have to be very careful what you say about local income tax nowadays, 
because of the impending decision in Scotland. The arguments on local income tax have been 
well rehearsed — are you going to have true local income tax, or a levy raised at the centre and 
distributed to local government? If you have a true local income tax there are then the problems 
of administration, and a lot of research has been done on how that would be implemented, and 
the speed at which HMRC could implement it. 

381. The president of the IRRV said that when it was announced that it would take six or seven 
years in Scotland, he thought that he had misread it and that it would take 67 years. That is 
most likely right, because the quality of the information held by HMRC is the massive unknown. 
It holds lots of information about people on PAYE, but what about the rest? The PAYE 
information is based on place of work, as opposed to place of residence, and therein starts 
HMRC’s problem. If you have true local income tax you will completely have to restructure the 
tax system. Logically, it would be collected at national level rather than at local level, and HMRC 
would have to keep all that data up to date. The last time that individual person data — 
movement of people — was used in GB was the poll tax. That did not work. The administrative 
challenges for a true local income tax are enormous. 

382. Having said that, one has to be a realist and say that it would be linked to the ability to 
pay. The real problem with local income tax is that it does rather target those on PAYE, who can 
almost be regarded as the victims of local income tax, because they will be targeted straight 
away, whereas the self-employed would perhaps be in a more advantageous situation. 

383. The real issue is the old argument about the rating system — the widow living next door to 
the house full of burly bricklayers and they are paying the same rate bill. While local income tax 
works the other way round, think about the household with three young people working on the 
minimum wage who suddenly have a local taxation bill to be paid through their income. What do 
they do? Perhaps one of them has a job in somewhere like McDonald’s and suddenly is paying 



up to £5 a week in local income tax. That person is going to go to McDonald’s and ask for more 
wages to pay for that, otherwise the minimum wage would have to rise. Studies have been done 
by lots of people on local income tax being a disincentive to work, and what the inflationary 
effect would be on wages. All those issues stand aside from the administrative ones. 
Governments need to think very carefully. 

384. The debate is going to be had in Scotland, but, of course, it does not have pure local 
income tax. What we are talking about is 3p at the centre, and the money is going to be 
distributed. 

385. Mr P Doherty (IRRV): Assigned revenue. 

386. Mr Magor: The problem is that local services in Scotland estimate that the council tax will 
be 7p in the pound, so where is the other 4p going to come from? Will it be paid through 
Exchequer grants? How is it going to work? There is talk of a council-tax freeze, and that all has 
to be put in place if that change is going to happen. The tests will be undertaken in Scotland, 
and already the Scottish Parliament has set up the abolition of council tax working party. The 
IRRV is giving evidence to it, and what happens when the consultation paper goes out should be 
quite interesting. The HMRC may magically make it work, and suddenly come up with some way 
to capture all the information. No doubt it will deliver that far more effectively than its other 
face-to-face administrative tasks, such as tax credits, at which it failed miserably. The whole 
nature of the way HMRC operates will have to change to make local income tax work. That does 
not mean that the local income tax is not fairer than the property tax. — it is. However, the 
problem is the administrative cost and the way that it is delivered. 

387. Mr P Doherty (IRRV): It is interesting that David mentioned HMRC. Two weeks ago, I 
happened to be in Shipley doing some work with HMRC. Over 400 people are employed there to 
clear a two-year backlog of refunds to taxpayers. That makes you think about its administrative 
processes. 

388. David has not touched on the political side of local income tax: accountability, transparency 
and openness. If I were to go round the table now and ask how much you will pay in income tax 
or national insurance this year, not one of you could tell me. However, if I ask you how much 
your rate bill is, I bet that every one of you could tell me. That is a form of accountability: its 
greatest strength is its greatest weakness. The openness, accountability and transparency of the 
rating system are also its biggest weaknesses as far as taxpayers are concerned. I could walk 
out into the street and ask anyone how much they pay in rates, and they know. We see that as 
a major strength for the rating system, accountability and local government. 

389. Mr Magor: The income-tax-varying powers — 

390. Dr Farry: Sorry to interrupt, but I have a question for David. 

391. Given the situation in Northern Ireland, is there the potential for the administrative 
problems to be less acute because rates are not only for the benefit of local authorities? There is 
a district rate for councils and a regional rate goes to the Assembly. If the decision were taken to 
replace only the regional rate with income tax and to keep the district rate for councils, thereby 
essentially setting one rate for Northern Ireland to replace the regional rate, would the 
administrative problems be as acute? 

392. Mr Magor: The problems would not be as acute because one standard tax rate would apply 
throughout Northern Ireland. It would be a local tax-varying power similar to that in Scotland 
and, undoubtedly, its administration would be relatively simple. However, as that tax would be 
collected through the income-tax system, it would impact on people who are on PAYE. It would 



mean an increase in income tax, affect relative wealth and poverty, and so forth. Subject to all 
those considerations, the transparency of the system and any other issues, it would work. 

393. Mr P Doherty (IRRV): The assumption must be that it could be complicated by the 
proposals for the administrative changes in local government when, presumably, some of the 
services that are currently run at regional level will be devolved to local authorities. The overall 
impact of that requires careful consideration. 

394. Dr Farry: There would have to be a balance between the regional and district rates. 

395. Mr P Doherty (IRRV): Frankly, by the time that services have been transferred, it may not 
even be worth thinking about it. 

396. Dr Farry: It sounds as though we should keep control of most things. 

397. The Chairperson: We must keep our options open. 

398. Stephen has been battling for local tax-varying powers for some time, so let us indulge him. 

399. Dr Farry: I thought that the Sinn Féin members were not too far behind me on that. 

400. Mr Weir: They are disappearing in the rear-view mirror. 

401. Mr Magor: As we work in the system, we are realistic about local income tax and how it 
works. We have examined different models of income tax internationally. The obvious model 
that people highlight is that of Sweden, where local income tax replaced the property tax. 
However, that is the only country in Europe in which that has happened, and there are 
arguments about how successful it has been and what impact it has had on accountability at a 
local level. However, that is a much longer argument for another day. 

402. Mr P Doherty (IRRV): Ironically, we have worked, and are working, in countries that are 
introducing property tax. 

403. Mr Magor: We have not done a great deal of research on local sales tax. The last time that 
a lot of work was done was prior to the introduction of VAT, and I have not researched it at a 
European level. However, probably due to the way that VAT is administered across Europe, a 
local sales tax cannot be introduced without some direction from Europe. Research must be 
carried out on that before it can be considered. 

404. Local sales tax is very popular in the US, and there is a big move for it to replace property 
taxes. However, there is no value-added-tax in the US. Local sales taxes in the US have been 
around for several years, but some areas have high taxes and some areas have low taxes. The 
first issue to consider is the relationship between local sales tax and VAT, how it would work and 
whether it is legally permitted. 

405. After that, then, there are issues such as cross-border shopping and administering 
equalisation. The issue of a local sales tax has been well rehearsed, but the legality of such a tax 
would have to be checked before potentially wasting time and money on working out its 
distributive effects. 

406. Mr P Doherty (IRRV): On the question of a poll tax, we would simply say, “why would you?” 
We worked in that system, believe us. 



407. Mr Magor: The idea of a tourist tax is interesting. Tourist taxes are levied across Europe, so 
it would be wrong of us to say that it is not important — it certainly is. Pat and I have different 
views. Pat supports it; he comes from Harrogate. I come from Oxford, but I do not think that it 
is a very good thing. Why tax tourists? It is a policy decision: what impact would a tourist tax 
have on the holiday industry and on people coming to Northern Ireland? I really do not know, 
but various landing taxes and tourist taxes are levied all over the world, and they are major 
sources of revenue. It could be applied in Northern Ireland, but it would require proper 
consultation with stakeholders as well as research into the management of the tax and its yield. 
Where would it be collected? Would it be a room tax or a landing tax? How would it be 
managed? 

408. Mr P Doherty (IRRV): There is another side to that coin. In my days as a financial officer in 
Harrogate, we placed a levy on business tourism. It was an unofficial tourist tax, which the 
hotels paid to us per visitor night. It brought in several million pounds and we saw it as a good 
thing. I read the statistics recently; 6·9 million people visited Belfast last year. We could not get 
a room in the city last night. The infrastructure that has to be built around those visitors costs 
local government and central government in Northern Ireland a hefty annual amount. Why 
should there not be a return on that for the local authorities that create the infrastructure? It is a 
painless tax. It is added to the bill, collected by the hotels and paid to the local authorities. 

409. Dr Farry: I assume that your perspective on that is not overly coloured by what happened 
to you last night? 

410. Mr P Doherty (IRRV): It is coloured by the fact that Belfast had 6·9 million visitors last year. 

411. Dr Farry: Is there any evidence that areas in which a tourist tax has been levied 
successfully tend to have an already well-established demand for visitors, such as Manhattan? 
People will always be attracted to New York, irrespective of a tourist tax, and the authorities 
there can add a 10% room tax to hotel bills without any real loss in tourism due to the elasticity 
of demand. Northern Ireland, however, is in a much more competitive market alongside Scotland 
and the Republic of Ireland, and a tourist levy would be detrimental to our attempts to grow our 
economy. Our tourist infrastructure is far less developed than those of our competitors, and we 
should not deter tourists from coming. 

412. Mr P Doherty (IRRV): Those are the issues that would have to be considered, and that is 
where research comes in, to try to assess what the impact of a tourist tax would be. However, I 
do not think that it would be as high as 10%. The percentage levied, whether in France, 
Germany or the United States, is typically between 1% and 3%. The government sales tax in 
New York is around 1·5%. 

413. The Chairperson: The debate will hinge on whether we have optimised tourism potential 
and whether the market has matured. I suspect that people would be concerned that we have 
not achieved the level of stability that would allow us to consider such a move. 

414. Mr P Doherty (IRRV): An extra 1% on a bill — £1 a night — is not going to affect anyone’s 
decision to come to Belfast or any part of Northern Ireland. It is about carrying out research and 
making a judgement as to whether it is a good or a bad thing, or what its impact will be on 
visitors. The idea should not have the door closed on it. 

415. Mr Magor: Pat is correct. The economic effect has to be measured, as well as the impact on 
Northern Ireland’s tourist industry as a whole. 

416. Having come to Northern Ireland for several years and watched the growth in tourism, 
when I left the city last night, my eyes were opened. Although I may not have spent enough 



time in Northern Ireland, I have been around, and I have seen how the tourism infrastructure is 
developing in areas outside of the city. It would be sad to affect that in any way. The tourism 
industry in Northern Ireland has not yet matured; there is a long way to go and the potential is 
enormous; however, I am not a tourism expert. 

417. The Chairperson: That is on the agenda, you have addressed it and people will consider the 
pros and cons. Possibly, a cost-effective approach might be to ring-fence the revenues in order 
to further develop the product. 

418. Mr Magor: Turning now to road charges, we prefer to call these “traffic-management” 
charges, which sounds a little less aggressive. 

419. The Chairperson: He spins like a spin doctor. 

420. Mr Magor: It broadens the discussion. Given the available technology, the term, traffic-
management charges, applies to road calming and lots of other measures. It is not necessary to 
use measures that are as crude as speed cameras. There are many different methods. For 
example, lessons were learned about the effectiveness of spot cameras on motorways, which 
resulted in the introduction of variable-speed cameras. 

421. If one is considering raising revenue, one thinks of congestion charging in London. 
Irrespective of what has been said about the effectiveness of the administrative process, 
congestion charging works well — very well. It has raised an awful lot of revenue; however, it is 
questionable as to whether it has achieved its desired effect. Traffic-management technology 
enables you to make the choice. Implementation is simple and is no longer a technological 
challenge. Once implemented, collection processes are also effective. 

422. The real decision to be made is about how much the Government wants to impact on the 
motorist, which raises the issue of ring-fencing revenues. Should that money go back to benefit 
motorists in the form of improved roads and public transport? 

423. Traffic management charges encompass many measures, including parking charges. They 
are viable sources of income, and modern technology means that the cost of collection is 
relatively low and enforcement performance is high. However, implementation decisions are 
political and will affect motorists. 

424. Mr P Doherty (IRRV): The economic impact on city centres is also relevant, particularly in 
an area such as Northern Ireland in which 60% of the population work in Belfast. That figure 
may be wrong; however, the economic impact of such decisions must be considered. 

425. Mr McQuillan: On that point, how would such a measure work in Northern Ireland? Could it 
work? 

426. The Chairperson: We would start somewhere and then roll it out. 

427. Mr P Doherty (IRRV): It could work. London is not the only example. Durham is a small city 
in the north of England that introduced congestion charges. The decision to adopt traffic-
management measures comes back to what you want to achieve and what would its economic 
impact would be. 

428. If, for example, a congestion charge were to be introduced in Belfast — which, going by 
this morning’s evidence, could certainly do with such a scheme — half of the workforce might 
suddenly stop coming into the city centre and move their places of employment — if that were 



possible. Although that is an exaggeration, such a scheme would have a major economic impact 
on city. As we said earlier, in addition to deciding what you want to achieve, it would be 
important to undertake an overall economic impact assessment. However, to answer your 
question, it could work. Given the one-way systems in Belfast, it would be quite easy to position 
the charging cameras at various entrance and exit points in the city. 

429. Mr Magor: Administration is no longer an issue. The real issues are economic and the 
impact on motorists and how they should be treated. 

430. Mr P Doherty (IRRV): It would be a major political decision. 

431. Mr Magor: There are numerous successful methods to administer such a scheme. 

432. Moving now to green taxes, the Institute of Revenues, Rating and Valuation generally 
supports their introduction. In the evidence that we presented to the Lyons inquiry into local 
government, we suggested a range of green taxes including green increments and the local 
availability of green cards that would enable people to earn green credits through recycling, 
managing carbon emissions in their homes and so on. We identified lots of different methods. 
People would then use those green credits to pay for local taxes or services. 

433. So there are lots of incentives. Consumers could earn green credits and use them to pay for 
local taxes or local services. There are, therefore, many ways of introducing green taxes or 
linking environmental matters to the local property tax or to local services. I would be happy to 
produce a lot of data on that, because I believe that it is a sensible way of improving matters 
relating to the climate and global warming. It seems logical to start introducing measures for the 
home, and then move on to industry. There is some interesting work being carried out by the 
Social Market Foundation in relation to the carbon footprints of industry and how they should be 
taxed. All the data is available, and it is viable to link environmental issues to the taxation system 
in some way, and there is no reason why it should not be linked at a local level. 

434. People should not be penalised for not recycling: instead, they should be incentivised to 
recycle. I have a nectar card and a Boots advantage card, and if I had a similar card on which I 
could earn points for recycling, I would be incentivised to recycle. Incentivising with adequate 
rewards for green increments is a way forward, and we have looked at that in great detail. 

435. Mr Beggs: How could it be practically introduced, or has it been introduced elsewhere? Are 
you suggesting that barcodes are put on bins so that the authorities can check whether a 
householder is using his or her blue bin, for instance, effectively? Is that the sort of practical 
measure you are talking about? 

436. Mr Magor: Many different schemes have been implemented all over Europe. However, the 
ham-fisted approach of putting microchips in wheelie bins that was adopted by some authorities 
in Great Britain was silly. There are many different ways of managing that process, but people 
should be incentivised rather than penalised. 

437. Mr Beggs: What is the alternative to microchips or bar readers? 

438. Mr Magor: Microchips and bar readers will be used, but not secretly, and the householders 
will be incentivised rather than penalised. Those chips were inserted in the bin solely to record 
the weight of the rubbish. They were connected to a device at the back of a dustcart where the 
bin was weighed. That is a crazy way of operating. It should be done the other way round. 
People should be incentivised to recycle. If a bin is overfull, the chip will detect that, but the chip 
should be a means to reward people rather than penalise them. We are not refuse-collection 
experts, but sometimes it pays for the refuse-collection experts to listen to the public. The 



availability of green increments and incentives for people who want to recycle or insulate their 
homes, for instance, is better than penalising people and using the issue as a tax-raising 
process. 

439. Mr P Doherty (IRRV): There are other simple measures, such as the tax on plastic bags. 
One only has to look south of the border or to Denmark to see how effective that has been. In 
the Republic of Ireland, something in excess of one billion plastic bags have been taken out of 
circulation, and €30 million has been raised in the process. The combination of those must be of 
benefit. The Danish Government imposed the plastic bag tax in 1993, but it has not been 
considered for Great Britain. The tax on plastic bags is a simple measure compared with the 
more policy-driven measures that Mr Magor is talking about. We can do a paper on it if you like. 

440. Mr F McCann: Has there been research carried out on the administration of green taxes? 

441. Mr Magor: There has not, and we are funding research with a couple of universities on low 
level matters, because we are not a particularly wealthy institute. However, we have some ideas 
for the green card which should be a swipe or a chip-based card on which people will earn 
credits and use them for the payment of local authority services. A couple of private-sector 
organisations are interested in that. Research, therefore, is under way, but not enough work is 
being done on that side of things. There are lots of ideas about green taxes and green 
increments, but not enough work is being done on the administrative side. 

442. Considering how technology is moving forward, it is achievable to develop something. One 
tends to look at technology now, specify what they want, and a device is developed to their 
specification. That is how things are nowadays. Technology is such that there is no reason why 
an effective administrative scheme of managing green taxes cannot be introduced. 

443. The Chairperson: You mentioned the need for education and the raising of consciousness 
regarding green issues, but revenue streams can be protected for that purpose. 

444. Mr Magor: The Government underestimate the enthusiasm of the majority of the public to 
participate in recycling and the improvement of the environment. 

445. They underestimate how strongly people feel about that, but the research must be done. 

446. Ms Purvis: How would those people who do not pay rates be incentivised? 

447. Mr Magor: People use local-authority services, so if it were done at a local level it would be 
no different to any other rewards card. There are loads of ways in which it could be done; 
incentives could be offered in partnership with commercial organisations. People could use their 
green credits in partnership with, for example, Tesco. There are loads of different ways of 
providing incentives but not enough work is being done in partnership with the private sector. Mr 
Doherty mentioned plastic bags. Local authorities could work more effectively with the private 
sector to deal with packaging and other green issues. Those issues are often considered to be 
insurmountable. I do not think that they are, although not enough innovation has been applied 
to them. 

448. The Chairperson: Mr Doherty, did you indicate that you could prepare a paper for the 
Committee? 

449. Mr P Doherty (IRRV): Yes, we can do that. 



450. Mr Magor: The general principle of land value and direct land taxation is to tax the land, 
whether it is improved land or otherwise. Generally, land value taxation is applied to unimproved 
land on the concept of highest and best use. The tax is determined based on what the highest 
and best use of a plot of land is. The person who owns the land pays the tax. That sounds 
simple but the theory is that the taxable burden is passed through the hierarchies of ownership 
and occupations on that land. 

451. If one was to start with a clean sheet of paper, one would start with land tax and consider 
an improved land tax — which is effectively a property tax — after a number of years. The land-
tax theory would work for owner occupiers — where single plots of land are built on — and for 
land in a building. Countries in the new Europe, for example Lithuania, have a successful land-
tax system which works well. 

452. However, in a mature city such as Belfast, the introduction of a land tax would be difficult. 
There would only be around 15 tax payers because the ultimate and absolute owners of the land 
are a small amount of people. That is a problem in a commercial sense because the level of land 
tax would have to be so high to match the current yield of the rating system for non-domestic 
properties. The tax payer would have to defray that tax through the various levels of ownership. 

453. The practical side of how that would work is interesting. I am giving a paper on it to Oxford 
City Council, where I used to work, because the controlling group there are interested in land 
tax. Oxford is a classic example of a place where, if a pure land tax were introduced in the city 
centre, there would be six tax payers paying an enormous tax bill, and they would all be colleges 
of the university. The current rates bill for the properties in Oxford city centre, which include 
Marks and Spencer, office blocks and a shopping precinct, is enormous. The owners of the land 
would be faced with a massive tax burden that they would have to quickly defray. I have not 
seen any examples of how that would work. 

454. I have looked at the Pennsylvania study and it is quite misleading. Land tax has not been 
collected in that way in Pennsylvania. When problems came along they were not taxed; only the 
easy problems were taxed. If land tax is to be introduced, the impact on the non-domestic sector 
must be considered. It must be considered whether land tax can give the same yield of non-
domestic rates for the same plots. 

455. If land tax were accepted as a principle, it could be introduced into the domestic sector 
tomorrow because the plots of land are identified and the value of the land is easily achieved. 
However, the big yield is non-domestic. How would that be replaced with a land tax? I will ask 
that question in my paper to Oxford City Council, and it will be interesting to see how that is 
answered. 

456. The Chairperson: At an early stage, the Minister of Finance and Personnel identified that as 
being worthy of consideration. That is perhaps as strongly as that could be put. However, there 
have been some interesting papers and discussions on that subject. Perhaps your own paper will 
add to the discussion. 

457. Mr Weir: There is an added complication with introducing a land tax in Northern Ireland. 
Land law across the whole of Ireland is radically different to that in England. Registration of land 
is less frequent and the law is much more complex — massively more complex from an 
administrative point of view. It would present even greater problems than the various difficulties 
that you have described in other parts of the United Kingdom. It would be next to impossible. 

458. Mr Beggs: I want to ask about the non-domestic sector. I am interested in dealing with the 
sizeable land-banks that have been created. These are cases where land has planning and 



general approval for building for domestic purposes, but where the landowner has just sat on 
the property. 

459. Are there any complications in introducing some sort of tax that would encourage the 
landowner to introduce that land into the housing sector? 

460. Mr Magor: Over the years, there have been various taxes related to that problem. There 
have been many attempts to try to tax vacant sites. Taxing them would not present a problem. 
If there is vacant land that is not built on, to tax it to its highest and best use would encourage 
the use of it. 

461. There are different views on that; but if the tax is set high enough, a point will be reached 
where it is cheaper for the landowner to develop the land than to continue paying the tax 
burden. That is a viable new source of revenue for Northern Ireland — and GB for that matter — 
if the Government felt strongly enough to take the bull by the horns. 

462. The Chairperson: That would also discourage land banking. 

463. Mr Magor: It would discourage land banking and encourage good bringing land into good 
use. 

464. Mr P Doherty (IRRV): However, it would have to be a very specific, rather than a general, 
land tax. 

465. Mr Magor: How it would work would make for an interesting piece of research in Northern 
Ireland, particularly in Belfast. One looks around and sees massive potential for development in 
the city. It is certainly a viable option. 

466. The Chairperson: Let us move on to the subject of derelict land. 

467. Mr Magor: Derelict land falls into the same category. There are always problems with 
contaminated land and the definition of derelict land. If land can be put to use, and if it has no 
problems with contamination or other inherent difficulties, a derelict land tax could work in 
exactly the same way to encourage landowners to bring that land into use. The concept of 
highest and best use could be applied here also. It would have an interesting effect. 

468. Mr P Doherty (IRRV): Sir Michael Lyons, in his report, saw that as something worthy of 
further research. 

469. That is concludes our evidence. 

470. The Chairperson: That was very interesting. You have raised many issues and your 
evidence has been very helpful in our considerations. Do Members have any final comments or 
questions? 

471. Mr Weir: I agree that it was extremely helpful. To be honest, members had not given a 
great deal of thought to a number of those aspects and were unaware of the practical 
implications. We would not necessarily have dealt with those aspects in our experience. 

472. The Chairperson: Thank you very much, David and Patrick, for your assistance. 

473. Mr P Doherty (IRRV): We are very sorry that we were late this morning. 



474. The Chairperson: Let us move on to item five on our agenda, the review of domestic rating 
reform. Victor has been waiting patiently. The Committee offers him apologies. The last session 
was both late starting and then overran because of the range of issues that came up. You heard 
some of the presentations. I invite you to proceed. 

475. Mr Victor Hewitt (Economic Research Institute of Northern Ireland): From what I have 
heard, the Committee has covered much of this ground already. I have prepared a short paper, 
at short notice, in which I have echoed many of the points you have heard this morning. 

476. Occasionally, it would be useful to be a little provocative in some of the analyses. Members 
have probably gathered by now that the subject matter is not easy. I used to say that anyone 
who worked in rates for too long eventually went mad. There is probably some living proof of 
that around. 

477. Rates inevitably get mixed up with issues such as equality agendas, and so on. It also 
raises notions of fairness. Just to be provocative, I suggest that quite a few economic crimes 
have been carried out in the name of fairness. Sometimes, it is useful to take Scrooge’s 
approach and be suspicious of certain proposals that merely amount to an excuse to pick 
people’s pockets. 

478. I have gone through the various options that have been identified by the review of 
domestic rating and the consultation report, many of which the Committee has already 
discussed. I am not sure how the Committee wishes me to proceed. Members have the paper in 
front of them. If they want me to go through it, I am happy to do so. Instead, they may wish to 
choose issues from the paper for discussion. 

479. The Chairperson: I shall invite members to ask questions. In order to economise your time 
and effort, Mr Hewitt, perhaps you could highlight the particular issues that you would like the 
Committee to consider. 

480. Mr Hewitt: There are issues about how broad the range of taxes should be upon the people 
who live in the jurisdiction. That comes down to caps and floors, and so on. Theoretically, under 
the current system, every household could pay a different amount for essentially the same 
services. Therefore, the range of taxation could be extremely large. For example, 20:1 could be 
the range of figures. Essentially, local Government and the regional Assembly are there to 
provide services. Taxes are there to pay for those services. We must not forget that we pay for 
services. It is not a good idea to disconnect totally the services that are consumed from the 
amount that is paid for them, because people then feel that they are being punitively taxed for 
the consumption of what are, ultimately, relatively few services. Therefore, the Committee must 
contemplate how big the range of taxation should be. 

481. The water-tax proposals, for example, are a precise illustration of that because those 
proposals are essentially based on the rating system. In fact, for all intents and purposes, they 
are the rating system. When I spoke to another Committee, I said that if the word “petrol” were 
used instead of “water”, one person, when asked at the pumps about the value of his or her 
house, would be charged £10 per litre for petrol, while another would be charged just £1 per 
litre. That is the sort of situation that could arise. Ultimately, all of that must be paid for. 
However, the importance of ranges must be kept in mind. 

482. There is no argument about whether there should be rating of vacant domestic property. 
Valuable assets should not be derelict or unused. 

483. There are various amendments to the rating scheme. I have introduced a matter that is 
seldom brought into the light, which is the parity principle. The idea is that as long as the 



Assembly does not depart vastly, though lavish expenditure or taxation, from the tax burdens 
that are borne by the rest of the UK, it will benefit, because the deal is that any deficits in the 
Budget will be made up by the UK taxpayer. If the Assembly is lavish in discounts and 
abatements, or in the services that it provides, it will start to stretch that principle. 

484. Perhaps that principle is not as important to the Treasury under devolution as it was under 
direct rule. Under direct rule, people were reminded about it from time to time, and it is worth 
bearing that in mind. 

485. I heard the argument about the early payment discount. In the private sector, if a company 
allows people to spread the cost of paying for something over time, it charges a fee for the 
privilege. Car insurance is a good example; people can pay for it in 10 or 12 instalments, but 
they usually pay more than they would if they paid the full sum up front. However, from what I 
can see, we give a generous discount to people who pay up front. 

486. A graduated tax system was mentioned. Members can see how that will operate. You can 
defend an upward graduation to some extent because it is progressive. A downward graduation 
will inevitably be a bit regressive. At the end of the day, that is a policy decision. 

487. I was interested to hear what was said about the single person discount. When you start 
giving almost automatic discount to particular groups, the situation becomes very difficult, 
because lots of people who are not really entitled to that discount will claim it. In general, I am 
hostile to automatic discounts of any sort — they contain too much deadweight. 

488. An enhanced discount for framers was mentioned. To be provocative, perhaps one way 
forward on local taxation is, rather than to keep thinking about narrowing the tax base, to think 
about broadening it, but lowering the rates. You would bring more people into the net, and, 
therefore, you can charge less, instead of taking people out of the net and having to charge 
more those who are left more. 

489. There are issues about whether agricultural land should continue to be entirely exempt 
from rates. Why should we give a special privilege to that asset as opposed to others? Those 
issues are worth thinking about, and members should not close their minds to them. They pose 
difficulties, and there are arguments against them, but the general principle of spreading the tax 
base widely is a good one. It brings people in and engages them with the services that they 
consume. It starts to get away from the special pleading, or what economists call “rent-seeking 
behaviour”, among individuals, where they attempt to change the system in such a way as to 
confer a particular benefit on themselves. The energy is going into changing the system, rather 
than going into generating the wealth to pay the taxes that would otherwise fall on them. It is 
worth bearing that in mind. 

490. Banding was mentioned, and that is a way of keeping down the range of the tax payment, 
to some extent. It must be regularly updated, as the previous witnesses said. 

491. Local income tax has always been on the cards, but it has practical difficulties, as the 
Committee heard. You would need primary legislation in order to introduce it. You cannot order 
HM Revenue and Customs (HMRC) to do anything at the moment. Frankly, given the state of 
HMRC, I am not sure that it would be capable of doing it at present. There is an issue of paying 
according to residence, as opposed to workplace. The legislation would need to be taken 
through Westminster. 

492. The Scottish Nationalist Party (SNP) is attempting to introduce a variation of local income 
tax — 3p in the pound — by 2010. As the previous witness said, instead of rushing into 



introducing that sort of tax, you can watch the interesting experiment that is taking place on 
your doorstep and see how it proceeds. 

493. Westminster launched a shot across the bows by saying that, if the Scots do away with the 
council tax, they will lose the council tax rebate, which is paid by Westminster. They would lose 
£450 million of council-tax rebate, and they would have to make up that amount. There is an 
argument for saying that there are still poor people in the local income tax system, and Alex 
Salmond seemed to think that efficiency savings would make up the £450 million. 

494. The Committee must think about all the consequences that would flow from introducing 
local income tax, including the economic consequences. As I have said, taxes on income 
inevitably are taxes on employment or taxes on effort. That is not something that you need to 
rush into. I would have the same view on income-tax varying powers. 

495. There are issues of legality surrounding a local sales tax. Looking back, the Northern 
Ireland Administration in the 1920s or 1930s did have the power to vary sales taxes in Northern 
Ireland as compared to sales taxes in Great Britain, but it was never utilised. I would need to 
look at that again, but it was mentioned by Professor Lawrence in his book. A lot of those things 
are lost in time. 

496. The poll tax is really a medieval concept. It worked in medieval times because it was 
difficult for people to move around then — most people lived their lives within about five miles of 
where they were born. However, in a modern society when a burden is put on individuals, they 
will move and be difficult to track down. The poll tax was a reasonable principle for medieval 
times but probably not for our times. 

497. I have heard both sides of the argument for a tourist tax, and there are merits in looking at 
that. I do not know whether the tourist market here is matured to the point where it would be 
able to take that strain. It might be a very modest strain. There would also be issues 
surrounding the tourist attractions: where are they and would they benefit from the tax? Would 
it be done at a regional level where the money would be distributed out on population as is done 
with the non-domestic rate? Again, it is worth thinking about, but I do not think that it would 
raise an enormous amount of money. 

498. We sometimes get a bit mixed up about the purpose of road charging: is it to raise revenue 
or is it to deal with traffic management? The basic idea is that road space is, at various times of 
the day, of different value to different people. At rush hour the road space is very valuable 
indeed, and in the middle of the night it is not very valuable. There would be tolls and charges at 
different times of the day. I was in Spain recently, and the toll road changed from its summer 
toll rate to its winder toll rate on the recognition that there are not going to be too many tourists 
in the winter. However, the road was empty on either rate, because the traffic was using 
another road — but that is a policing difficulty. 

499. Land value taxation is much beloved by economists because it is, theoretically, very 
efficient. It does not disturb other choices. The practicalities are that you never start with a 
blank sheet of paper; when introducing the tax you always start with some distribution of 
property rights, and that will shift the burden from property owners to landowners. There have 
been occasions when the UK was tempted to introduce some sort of land value tax. The first 
occasion was in the first part of the last century and led, in part, to the crisis with the House of 
Lords and the passing of the Parliament Act 1911. There was another attempt just before the 
Second World War, when it actually reached the statute books but was never implemented. 
There are power struggles between different groups in society when you start changing the 
burdens of taxation within society. However, in principle, it is a very efficient way of taxing as it 
does not disturb the choices that people make. 



500. That is a very quick run through my submission, and I am happy to answer any questions. 

501. The Chairperson: Very well done, Victor. 

502. Ms J McCann: I did not hear the green tax mentioned. 

503. Mr Hewitt: I have missed out a few. 

504. Ms J McCann: What is your opinion on green taxes? 

505. Mr Hewitt: Green taxes are a bit like the road taxes in some ways. You would be trying, 
first and foremost, to modify people’s behaviour with green taxes. They are not just revenue-
raising mechanisms. In principle, they could be neutral in the amount of revenue raised. You 
would be trying to stop people from misusing resources over time. That could be done either 
through the penalty route, which seems to be the route that the UK is taking, or the incentive 
route. As explained by the previous witnesses, if you get the incentives right, that is the best 
route to take. 

506. Ms J McCann: Does that increase revenue? 

507. Mr Hewitt: Yes, if you want it to. The objectives of a policy must be set out. Is the primary 
objective to change people’s behaviour so that they do not use as much material, they manage 
their waste properly and they do not abuse the amenities, or is the objective to raise revenue? If 
the intention is a mixture of both, then there is a question over the weight that is applied to each 
one. Often, the behaviour can be changed with a level of taxation that will not bring in a vast 
amount of revenue. Therefore, if revenue is the dominant feature, people must be charged more 
for their behaviour than is strictly necessary. 

508. The Chairperson: Then we are penalising people rather than offering them an incentive. 

509. Mr McQuillan: The discount for owner-occupiers, which is a bad title to begin with, is really 
about second homes. How do you go about addressing that problem, particularly on the north 
coast? 

510. Mr Hewitt: As the owner of a second home, I declare an interest. 

511. Is it a good idea to discriminate against those with investments and assets? People invest in 
a second home, which is an asset. It is often also used for lifestyle purposes. Is a second home 
an asset that produces adverse affects in the local area and therefore something that requires an 
additional rate of return in order to compensate? Possibly it is. 

512. As mentioned earlier, there is no real evidence or research base on this issue, so we have 
to look at the experiences of other countries. However, the circumstances of other areas are 
different, so I am always cautious about saying that we should definitely do something when 
there is no great evidence base. 

513. The problem on the north coast is that local people are being priced out of the housing 
market. The other side of that is that the owners of second homes are not putting as much 
strain on local services as local residents because they are not there most of the time. That goes 
back to the very principles of taxation; on the one hand there is a fairness agenda on taxation 
that says that ability to pay is everything, and on the other there is a benefit principle that holds 
that there should be a correlation between services consumed and the amount of tax paid for 
them. Over the centuries, the struggle between those principles has been the source of most of 



our difficulties in taxation. Generally, the ability-to-pay principle has won, which is why we have 
progressive taxation. However, where tax is directly linked to local services the benefit principle 
is legitimate as it is more transparent. When you make national taxation payments, you receive a 
bundle of goods from central Government — such as defence and overseas representation — for 
which consumption cannot be quantified. However, with local services such as collection of 
rubbish — whether it is once a week or once a fortnight — there is a much more intimate 
relationship, and people look to see what benefit they are receiving from the tax that they are 
paying. That is when the benefit principle kicks in. It is a very difficult area. 

514. Mr Beggs: You mentioned the issue of land value taxation, and that if there were a blank 
canvass there would be more freedom to come up with a workable system. I am concerned that 
if land value taxation was applied in a blanket fashion, there could be a detrimental effect on 
local jobs and small businesses. I previously worked in a textile company and another fabrication 
company, where survival seemed to be the main goal. Such businesses experience difficult 
times, and if land value taxation were applied in a blanket fashion, some companies would be 
pushed over the edge. First, do you think that such a policy would adversely affect existing 
businesses? Secondly, can land value taxation be applied solely to areas zoned for housing that 
have not been developed by those who are land banking? 

515. Mr Hewitt: For businesses, it depends to a large degree on the extent to which the tax 
burden can be transferred. In the first instance, the landowner is legally required to pay the tax, 
but there is a concept in economics that is known as the incidence of taxation, whereby the 
people who end up paying the tax are not necessarily those who are legally liable to foot the bill. 
It is about whether the landowner can pass those charges effectively to the people who utilise 
the land or who have property on the land. There are difficulties with people who own the land 
and utilise it for business purposes. As a result, there will be a hit on the capital value of the 
land. It really depends on whether the local market is competitive, whether you can shift around, 
whether many landowners are trying to get people onto their land in order to pass the tax on. It 
is difficult for those landowners to pass the tax on. If there is a monopolistic situation, if there is 
not much movement, landowners will pass it on. Rents increase if taxes are reduced, and vice 
versa. 

516. Land value taxation is an effective way of curbing speculative holdings, because the 
speculators are penalised if they do not bring the land into use quickly. That is good for areas 
that have become rundown or derelict and where a lot of land is sitting about that is not in 
productive use. It is partly not in productive use because there is no great incentive. It might be 
possible to isolate those areas. I am talking with some degree of ignorance here, but our ability 
to map the ownership of land in Northern Ireland is a little patchy. It can probably be done in 
the domestic sector, because of the various deeds, and so on, but the non-domestic sector may 
be more difficult. Usually the ownership of such lands goes back into history, depending on 
which robber baron arrived first. I am unsure whether Land and Property Services has an up-to-
date picture of who owns what land in Northern Ireland. 

517. Mr O’Loan: You did not give a definitive answer on the maximum cap. The revenue 
foregone is about £2·5 million. Is that figure worth getting excited about? What are the 
attractions in a higher cap, with possibly a taper on the cap? 

518. Mr Hewitt: All sorts of combinations can be used. However, it comes down to whether a 
small number of people will be crushed with a tax, and whether they are in a position to pay that 
in order to generate a relatively small benefit for the rest — it is a distributional thing. I gave an 
average of about £1,000 for the 2,500 people who are exempted above the £500,000 threshold. 
There is a huge range within that, but there were big ranges in the old rating system as well. 
There would have been some very high net asset values (NAVs) on domestic properties, and a 
few people paid around £6,000 in rates. It is a distributional thing. It is about whether you want 



to bring everyone in, or whether there are some groups of people — who are associated with 
high income on the basis of high property value — who are well able to bear the burden. I do 
not know that the correlation between high income and high property values is as precise as 
some might think. For example, a widow may inherit a large house, but the income level will go 
down. That effectively shifts the burden onto those who are asset rich and income poor. 

519. The Chairperson: Victor, you have commented on the menu of options that DFP has 
outlined. Have you any views on other options that perhaps are not on that menu? 

520. Mr Hewitt: You may be aware that we were asked to do some work on the issue of 
industrial derating, and subsequently on the small-business relief scheme. I do not want to pre-
empt that. We have made some preliminary proposals to the Department. However, the full 
range of the work will probably not be completed for another week or so. 

521. Part of our terms of reference was to consider alternative revenue sources. We have done 
so. Some sources that we have considered are in the sort of categories that have been 
mentioned, and some of them are outside that altogether. 

522. We have opted for revenue raising, rather than modification of behaviour. We have opted 
for what would be an effective tax. An effective tax has to have a tax base that does not walk 
away, which is why houses are very popular for taxing. If additional taxes are introduced, people 
will do their best to evade them by one means or another. Therefore, we had to examine 
effective taxes that cannot be escaped from too readily. That does not mean that the measures 
that we are suggesting cannot be evaded, but they are not as easy to escape from as some may 
think. 

523. We have carried out some interesting revenue projections — I am teasing you a little bit, 
but I do not want to reveal too much about that at the moment. It is quite possible to raise 
substantial sums of money through systems that are quite difficult to evade. The burden will be 
spread pretty widely; it does not fall on particular individuals. It does fall on a group of 
individuals, but that will be a very broad group of individuals. Therefore, there are other 
revenue-raising mechanisms. 

524. We have had to bear in mind the restrictions of the legislation, which basically states that a 
tax of a similar character to a national tax cannot be introduced, nor can a national tax be 
modified. However, that still leaves opportunities. We did consider window taxes, but that was 
tried some time ago. There also used to be clock taxes, and that is why clocks were in town 
squares — people would not keep them in their homes because they were taxed on them. 
Therefore, a lot of measures have been tried over the years. 

525. The Chairperson: I thought that the small windows in traditional Ireland had to do with the 
climate and managing the climate. 

526. I might just let our barrister have a go at you first. 

527. Mr Weir: In light of your last response, Victor, could you be a little bit less specific? 

528. Mr Hewitt: There are other possibilities — satellite-dish taxes and measures such as that, 
which are not used in the rest of the UK. 

529. Mr Weir: I know that you have made general reference to other options, and some of them 
were a little bit facetious. I appreciate that you are working on measures regarding small 
businesses. Leaving that aside, and the industrial derating aside, I presume that although you 



have generally talked about other options, the lack of mentioning specific other options suggests 
that you regard the range of options that we have access to as reasonably comprehensive. 

530. Mr Hewitt: I regard those options as fairly comprehensive. 

531. Mr Weir: Is there anything specific outside the areas of small businesses and industrial 
derating that you are considering separately? It would probably be unfair too push you too hard 
on that. Is there anything really glaring that the Committee should be considering that we are 
not already aware of in some shape or form? 

532. Mr Hewitt: Nothing has particularly leapt out from the research on this issue. Obviously, we 
are not finished yet, and we may want to think a bit further about it. This ground has been 
ploughed over many times throughout the world. If there were hidden gems out there, they are 
liable to have been uncovered by now. The reality is that there probably are not. It comes down 
to the issue of finding an easy way to collect the money, in which case something like property is 
the obvious choice, because a house cannot be put in a Swiss bank account. Is that the best way 
of doing it though? 

533. If you go to the other extreme, and try to go for the individual, there are all the difficulties 
that generally go with individual taxation. If you go for assets you get into the kind of mess that 
we have with capital gains tax at the moment. Various things have to be done in different asset 
classes, such as hedge funds, which badly damage the small-business community. 

534. Mr McQuillan: Has any thought been given to an urban tax and a rural tax, given that rural 
people have fewer services? 

535. Mr Hewitt: There are certainly some interesting views from the United States about that. 
There is always a town and country distinction in America. There are something like 14,000 or 
15,000 taxing jurisdictions in America, be it the state, the county, the city or whatever. I found, 
while travelling around some of the rural areas in America, that there was quite a lot of 
resentment in the rural community about having to pay for the education of children who live in 
the towns. People felt that their contributions should better mirror the services that they 
consume. 

536. That takes me back to the distinction between the benefit principle, and the ability-to-pay 
principle. Another way to look at it is: does it cost less to provide services to people in rural 
areas? It probably does not, because there are economies of scale in towns. You can provide 
refuse collection, for example, much more efficiently in urban areas with a lot of people, and 
relatively small distances to travel between collections. 

537. I am not really answering your question, but I am bringing onto the table issues that 
inevitably come up in this argument. 

538. The Chairperson: Victor, that was much appreciated. It was straight and to the point, and 
very helpful. Thank you very much. 

539. Mr Hewitt: If there is anything that ERINI can do for the Committee, please let me know. 

540. The Chairperson: That is 

541. excellent. Thank you. 
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Introduction 

Citizens Advice is the largest advice charity in Northern Ireland working against poverty, meeting 
the information and advice needs of some 260,000 people per year. Citizens Advice has formal 
links to National Citizens Advice in England and Wales and close working relationships with 
Citizens Advice Scotland (CAS). Together the three Associations constitute the biggest advice 
network in Europe, with 60 years experience of providing advice and information to the public. 

The Citizens Advice Bureau (CAB) network is very finely tuned to the targeting of social need 
and, with its regional spread, modern integrated IT infrastructure and skilled staff, represents an 
efficient and cost effective arena for the delivery of information and advice to the most socially 
vulnerable people in Northern Ireland. 

Access, Inclusiveness and Principles 

Advice is provided on a huge range of issues by trained, specialist advisers across both main 
communities and to minority groupings, from 30 main offices and from some 120 other outlets 
within the framework of 4 principles. The advice given is:- 

 Free; 
 Impartial; 
 Confidential; and 
 Independent. 



Commitment to Equality 

Citizens Advice has been actively involved in the promotion of equality in Northern Ireland for 
many years and is an active member of the Equality Coalition. Numerous responses on behalf of 
CAB have been made to a variety of Equality Impact Assessments, Draft Equality Schemes, 
Screening documents and proposed legislative reform. Citizens Advice strives to ensure that 
individuals do not suffer through lack of knowledge of their rights and responsibilities or of the 
services available to them, or through an inability to express their needs effectively and equally. 
Citizens Advice endeavours to exercise a responsible influence on the development of social 
policies and services, both locally and nationally for the good of all of society. Citizens Advice has 
also built up a number of partnerships with other organisations also working towards the 
promotion of equality of opportunity. 

This Citizens Advice submission is based on the experience and evidence gained in from CAB 
advisers dealing with 264,743 enquiries between April 2006 and March 2007. CAB provided 
information, advice and advocacy to clients experiencing problems in the following areas: 

 

Response 

Response 

Citizens Advice welcomes this opportunity to respond to the Executive Review of Domestic rating 
reform 

Capital Value System 

We appreciate that the previous rating system was outdated and in many cases had a negative 
impact on people on low incomes particularly if they fell just outside the qualifying conditions for 
housing benefit for rates. One of the most obvious inequalities about the old rating system is 
that those on higher incomes paid a smaller percentage of their income on rates than those on 
lower incomes. 

Citizens Advice believes that in order for the capital value system of rating to be fair and 
affordable for ratepayers it must be accompanied by an ample and comprehensive relief package 
available for those who have difficulties paying their rates bills. It is vital that the relief package 
is clearly outlined, publicised widely and targeted to those who need it most in order that take-
up is maximised. There are many lessons to be learned from the low uptake of housing benefit 
for rates in the past. 

Many high earners have benefited in recent years with the inevitable rise in house prices so it is 
therefore fair for them to be taxed accordingly. However, there are many individuals who are 
living in high equity properties but living on relatively modest incomes. Some of the bills received 



by ratepayers have more than doubled their proposed annual bill. We consider the new capital 
value system as having a negative impact on those ratepayers who have experienced a dramatic 
increase in their annual bill and who are not able to benefit from the new rate relief scheme or 
the transitional relief scheme. 

Northern Ireland Statistics 

 Approximately half of Northern Ireland’s population has incomes less than £300 per 
week. More than a fifth earn less than £213 which represents half of the UK average 
income. Earned income is the main source of income generally but not in the poorest 
20% of households where benefits and tax credits count for most of the gross income. 
(Households Below Average Income, Northern Ireland 2004/05) 

 350,000 people are living in income poverty in Northern Ireland. A household is defined 
as being in income poverty if its income is less than 60% of the GB median household 
income. (Monitoring Poverty and Social Exclusion in Northern Ireland, Joseph Rowntree 
Foundation, 2006) 

 Northern Ireland not only has higher poverty rates but considerably higher levels of 
income inequality than Britain. (Bare Necessities Report OFMDFM, Northern Ireland, 
2003) 

 Households in Northern Ireland earn on average 20% less than those in the rest of the 
UK. (HMSO, Regional Trends, 2000) 

 Families in Northern Ireland spend £213 more a year on food than the UK average. In 
Northern Ireland we spend 26% more on bread, rice and cereals and £431.60 more on 
clothing and footwear. While clothing and footwear cost 37% more than the UK average, 
children’s clothes are even more expensive. The amount spent on clothes for girls (5-15 
years old) is 50% higher than the UK average and for boys (5-15) is 87% higher. 
Footwear is also considerably more expensive – some 51% dearer than the UK average. 
(The Family Spending Survey 2003-04). 

 By the end of the decade Northern Ireland electricity consumers will have paid £1billion 
more for their electricity than the rest of the UK - overall that equates to around £1,600 
per household (Northern Ireland Authority for Energy Regulation, July 2005). 

 Phoenix Natural Gas (Phoenix) has recently announced a number of increases in its 
prices meaning that an average bill will have soared by 52% or £200 in only four 
months. Phoenix customers will now pay nearly two thirds more than gas customers in 
Great Britain and more than a fifth more than those in the Republic of Ireland (General 
Consumer Council, January 2006) 

 Personal insolvencies have hit a record high with a more pronounced increase in 
Northern Ireland than in other regions – bankruptcies are up by 45% overall up no less 
than two-thirds over the same period in 2003 and the number of people entering into 
IVAs was up 26% on the same quarter in 2003. The particularly high increase in self-
declaration of bankruptcy, together with the increase in IVAs may be explained by the 
fact that spending in Northern Ireland households tends to exceed disposable income. 
Credit cards are being used to a greater extent than elsewhere in the UK to finance, for 
example, weekly food shopping and purchases of clothing and footwear (Grant Thornton, 
2006). 

25% discount for single person households 

The new rating system based on capital values has moved closer to the system that exists in 
Great Britain, yet the single person discount which exists in England was not introduced in April 



2007. This is automatically unfair as a household consisting of four income earning adults would 
pay the same rates bill as a single person household in the same area. 

Citizens Advice believes that the introduction of the 25% reduction for single person households 
would help many of those households in more affluent areas where the person lives alone on a 
relatively modest income. 

Affordability Issues 

In 2001 the number of repossession judgements passed to the EJO for enforcement was 425. By 
2005 this figure had increased to 973 an increase of almost 130%. The latest Northern Ireland 
Housing Bulletin shows that 566 properties were taken back into lenders hands in January, 
February and March of this year alone. Households presenting to the Housing Executive and 
citing mortgage arrears as the reason for homelessness showed an increase of 44% on the 
previous year. 

Citizens Advice dealt with over 54,000 debt enquiries for 2006/2007 showing an 18% increase 
on the previous year. A recent money advice project showed the average amount of debt for a 
CAB client in Northern Ireland was £13,362. 

An OFMDFM report into Personal Over-indebtedness in Northern Ireland published in February 
2006 showed that 9% of people were using more than a quarter of their gross monthly income 
on consumer credit repayments (25% measure) and 11% used more than half of their gross 
monthly income to service consumer debts and mortgage repayments (50% measure). 5% were 
in arrears with at least one credit commitment or domestic bill. The OFMDFM research was 
based on the population of people aged 16 and over which stands at 1,343,174 million. 
Therefore there are potentially almost 148,000 people in Northern Ireland who are over-indebted 
at the 50% measure. In addition there are potentially over 67,000 people already in arrears with 
at least one credit commitment or domestic bill. 

The increased prevalence of debt and house repossessions due to mortgage arrears, coupled 
with the introduction of household water and sewerage charges, gives serious cause for concern 
and again shows how vital it is that the relief packages available are adequate and well 
communicated to the ratepayers of Northern Ireland. 

Transitional Relief 

We initially welcomed the idea of a safety net via transitional relief, however this scheme is still 
only available to households whose rates have increased by 33% or more. There is no sliding 
scale for those who receive an increase of, for example, 20%. An increase of 20% in annual 
rates bill can be a substantial amount for a householder particularly if that person lives alone and 
is elderly. Transitional relief only lasts for a three year period and the value of the relief available 
decreases each year meaning that in year three only a minimal amount of help is available and 
in year four the full amount of the bill must be paid. 

The transitional relief scheme only allows for limited relief in a short period which may well make 
it difficult for people to adjust financially to the new system of rates. Citizens Advice would 
propose the extension of this scheme to four years with a tapered system of 100%, 75%, 50% 
and 25% in the four years of the relief scheme. This would mean that ratepayers would only 
have to pay their full rates bill in year five which would prepare them for the next capital 
revaluation. 



The next capital revaluation is scheduled to be carried out in 2010 and we recommend that 
meaningful consultation is carried out on the effects that this re-evaluation will have on 
ratepayers’ ability to pay a revised rates bill given the recent levels of house price inflation. 

Housing Benefit for Rates and Rate Relief Scheme 

The new relief for people on low incomes was welcomed as many people who face difficulties in 
paying their rates bills were just outside the qualifying conditions for housing benefit. The new 
relief scheme has only been operational since April 2007 and it is difficult for us to comment at 
this stage on how successful it is. 

Householders on low incomes can apply for both the housing benefit for rates and the new rates 
relief scheme to help with their bills. However, there is still an issue about under-claiming of this 
benefit and evidence from Citizens Advice Bureaux clients suggests that many owner-occupiers 
still do not know about this benefit or if they do they think they will not be eligible as they own 
their own home. There is still a considerable job to be done to ensure the maximum possible 
take-up for the existing housing benefit for rates scheme and the new rate relief scheme 
otherwise they will fail to help those they were specifically designed to help. 

Currently there are huge problems with the Information Technology system used by the Land 
and Property Services agency (Rating Division). This has resulted in many householders waiting 
considerable periods of time for their housing benefit and/or rate relief to be processed. Many 
other householders who are entitled to full or partial housing benefit have paid their bills in full 
and are experiencing delays obtaining refunds for this. The IT system is now envisaged to be in 
full operation in January 2008, however we feel that this is unacceptable given the current levels 
of outstanding cases and delays. 

There needs to be more effective communication between the rating division and their 
customers. The volume of calls in April and May understandably increases when the rates bills 
are issued and new claims are subsequently made. The LPS should have a robust call handling 
system in place in order to cope with this increase in demand. CAB advisers are also being kept 
on hold for considerable periods of time then contacting rating offices throughout Northern 
Ireland, which in turn is a drain on CAB staff resources and finances. 

More effective communication needs to be put in place between the Rating division, the Social 
Security Agency and the Housing Executive. There are still problems with Pension credit 
claimants having to provide the same data twice when they initially make a claim for housing 
benefit. In addition to this, Private tenants applying for housing benefit for rates via the Housing 
executive are also experiencing delays and in some cases are being pursued for rates that they 
are not liable to pay. 

Clients have expressed that they have difficulties understanding the housing benefit award 
letters which have become more complicated, and in some cases individuals have received 16 
pages in a single correspondence. To date, some clients have found the rate relief scheme award 
letters much easier to decipher than the housing benefit award letters, however this may be as a 
result of the relief letters being produced manually and are not automatically generated by 
computer. More confusion has been created due to the fact that housing benefit and the rate 
relief scheme generate separate letters. The Rating division should therefore strive to ensure 
that the two awards are explained comprehensively on one award letter. It is necessary that 
ratepayers know about and feel able to apply for all the benefits they are entitled to. 

In March 2007 the Minister announced a further amendment to the Rates Northern Ireland order 
based on a proposal to enhance the relief for people who had reached pensionable age. This 
created a higher amount of housing benefit for people over 60 through the introduction of a 



higher personal allowance when calculating their applicable amounts and this has served to 
increase benefit for some of the most socially deprived in Northern Ireland. Citizens Advice was 
given very little notice to this sudden change in legislation and had limited time to digest and 
amend our information system in time for the changes. It is hoped that all future legislative 
changes will be more effectively planned and managed with the objective of keeping the advice 
sector, and the clients we represent, well informed in advance. 

Rates arrears 

There has been further evidence from Bureaux of clients receiving letters from the LPS seeking 
payment in full, including those clients waiting for their housing benefit or rate relief to be 
processed. Anyone in these circumstances should have all action suspended on further recovery 
of rates. 

The LPS should consider reforming the current process of arrears recovery. Currently the system 
appears to be non-negotiable and 42% of EJO judgements are in relation to rates arrears. 
Citizens Advice welcomes any move to provide householders with reasonable arrangements to 
pay rates arrears before formal recovery proceedings take place. 

Full relief from rates 

We welcome the full relief from rates available to properties occupied solely by those in full time 
training and education, 16/17 year olds and young people leaving care. The proviso that full 
relief is only available to properties occupied solely by these groups gives rise for some concern 
as it is likely to be more difficult for 16/17 year olds and young people leaving care to meet this 
requirement. We believe entitlement to help under these categories should be based on the 
circumstances of the individual rather than the circumstances of the household. 

Disabled Persons Allowance 

We initially welcomed the continued provision of help for those people with disabilities but 
recommended that help for people with disabilities should be extended to all those in receipt of 
disability related benefits rather than simply those who have had an adaptation made to their 
home. 

We also queried why the allowance criteria had been amended to no longer provide a rebate to 
people with disabilities who have had a garage or central heating provided as a result of their 
disabilities. We would like to reiterate that this is preventing many claimants from obtaining the 
Disabled Person’s Allowance. 

Private rented accommodation 

There is no standard protocol for the charging of rates within the private rented sector. Some 
landlords charge a fixed amount while paying the rates bill themselves while other tenants pay 
the entire rates bill as an occupier. Greater clarity is needed in this area so as to protect both the 
landlord and tenant. 

Citizens Advice has received social policy evidence that some landlords have been increasing 
rents due to the increase in their rates bill and the forthcoming introduction of water charges. It 
is imperative that protection is put in place for private tenants to ensure they are not paying 
excessive amounts for rates. 

Recommendations: 



 The 25% discount for single householders which exists in England should also be 
introduced in Northern Ireland 

 Increases in the number of house repossessions, the level of debt in general in Northern 
Ireland and the imminent introduction of household and water charges shows the priority 
which must be placed on communicating clearly the relief packages available 

 The transitional relief scheme should be extended for a further year to allow people to 
adjust financially to the new system of rates and prepare for the next capital revaluation 

 More detailed information on the rates relief scheme is required and information on this 
scheme which is to be provided to ratepayers must be clear and unambiguous 

 Full relief from rates should be based on the circumstances of the individual rather than 
the household circumstances 

 Help for people with disabilities should be extended to all those in receipt of disability 
related benefits rather than simply those who have had an adaptation made to their 
home 

 More clarity is needed on liability for rates in the private rented sector 
 Householders should be given more flexibility around arrangements to pay arrears before 

formal proceedings take place 
 In line with the Compact with the Voluntary and Community Sector, discussions should 

take place between Government and organisations like Citizens Advice to ensure that 
resources are made available to provide the necessary advice and information to the 
public as a result of the implementation of rates reform in Northern Ireland. 

Rates issues 2007 

 A Banbridge Client aged 65 with physical and mental health problems in receipt of 
guarantee pension credit made a claim for HB for Rates in October 2006 but he is still 
paying a direct debit to the LPS. Bureau spoke to HB Central Unit and they stated that 
claims are being hindered by the new computer system. This particular client’s claim was 
received 20/11/06, first looked at on 13/12/06 and client is passported to full HB as he is 
receiving guarantee pension credit but client is still paying rates (direct debit taken out of 
his bank account Jan 07) and has not yet received an award 

 A Downpatrick client made a claim in March 2007. PC and Rate Rebate claim received by 
Pension Service and Rate Rebate form forwarded to LPS. LPS state they have not 
received form. Client has to complete a new claim form and will therefore experience a 
further delay in waiting on this claim being processed. 

 An East Belfast client received his new HB for rates award letter which he could not 
understand. He said he thought he may now have to pay his rates and was extremely 
worried as he could not afford it. 

 A Banbridge client with physical health problems still has had no payment from the RCA 
despite confirmation of his full entitlement to HB for rates. LPS stated that they are still 
not able to issue payments for HB. Other cases running over 12 months now. 

 A Dungannon Client aged 70 has a hearing impairment applied for Housing benefit in 
March 2007. He has received a rates bill for full. Bureau contacted LPS on 4 separate 
occasions in one day. Adviser was getting a constant engaged tone. Phoned separate 
office and was informed their computer is down so they cannot say if a rebate is in place, 
was advised to try back tomorrow. 



 An East Belfast Client in receipt of guarantee pension credit was not able to understand 
the new letter from Housing Benefit Central Unit showing her HB for rates award. She 
thought she now had to pay rates. 

 A Banbridge client aged over 75 had 2006 and 2007 bills. 2006 clearly shows a discount 
of 4% being deducted while the 2007 bill indicates the same amount as ‘balance 
outstanding’ the LPS computer was not deducting discount from client account yet it’s 
clearly printed on the bill. System then threw it up on the following year’s bill as an 
‘unpaid amount’ Bureau contacted LPS and pointed this out. 

 A Banbridge Client received a letter in May from the LPS - she states she claimed HB in 
June 06, she paid rates for year 06-07 but she has not received a refund of the money 
she had already paid or a bill for this years rates. Client waiting almost a year for award 
of HB has been notified of entitlement (only required to pay rates of £1.20 p/wk) but she 
has not yet received rebate of the £326 paid last year. Bureau Contacted LPS and were 
informed the delay as due to large backlog but they ‘hope’ to issue rebates due to client’s 
at the end of May 07. 

 An East Belfast Client had an ongoing problem with his housing benefit for rates. He 
informed LPS that he was no longer in receipt of Pension credit since January due to a 
change in circumstances and was informed that he was £150 in arrears and this would 
be taken out of his account by direct debit. Client is pensioner and cannot afford this. He 
was entitled to guarantee PC since April 2006 and applied for HB for rates at same time 
and still had not been assessed by January 2007. Bureau contacted LPS and were 
informed that the client was entitled to rate rebate from April 2006 to end December 
2006 however client had not been paid due to computer failure. The LPS were unable to 
tell bureau when client would be paid but they have already taken £150 out of his 
account for some of that period and cannot refund this until the computer issue has been 
fixed. 

 A Lisburn client aged 83 received 18 pages from LPS relating to her HB for rates and 
could not understand it. Each page has a different figure. 

 A Banbridge couple received a letter following application to get rates paid via Housing 
Benefit. The couple are in receipt of guarantee pension credit. Clients have been waiting 
over a year to be paid HB for rates via the LPS. Both are elderly, vulnerable and 
concerned by mounting rates bills. 

 A Banbridge client aged over 75 received notification of full housing benefit for rates. 
Client has not received her refund of rates paid for last year. (Claim made in November 
with backdating applicable) LPS backlog allegedly caused by ‘new’ computer system 
results in vulnerable clients waiting months for refund of payments already made. 

 A Banbridge client applied for housing benefit in February 2007 for her mother. HB for 
rates claims via the LPS are still taking months to process. Often with the LPS Clients do 
not even know if their claim has been received. When they try to query HB claim they 
are having a lot of difficulties getting through on the phone. 

 A Carrickfergus client is a lone parent with 4 children and in receipt of income support 
from August 2006. She applied for housing benefit last August and has been paying 
£48.00 rates, she contacted LPS who advised they have a large backlog and until her 
claim is processed she has to keep paying - client cannot afford this amount each month. 
This is putting client in financial hardship. 

 A Dungannon client has been entitled to Pension Credit Guarantee Credit for over a year. 
Applied for rates Rebate in March 2007 and he subsequently received a bill for full rates. 
He paid the bill in full and the amount paid amounts to more than 4 times his weekly 
Guarantee Pension Credit which is the minimum subsistence level the government says 
this person needs to live on. Bureau contacted LPS and were on hold for 27 minutes. 



They were then told that, though they had received the Housing Benefit application, no 
action would be taken for at least 2 months. 

 A North Down Client had not heard from HB for rates about claim made April 2006. 
Bureau contacted office and discovered that she had been awarded full rate rebate but 
that the LPS had been unable to put that in place due to computer problems with their 
new system. 

 A North Down Client had received a new rates bill with no deduction for HB for rates. 
Problems with computers not loading information from one system to another. Bureau 
Rang HB for rates and were assured that the client need pay no rates as on full HB for 
rates. 

 A North Down Client aged over 75 has not heard anything about her rate rebate for this 
year. 

FSB Short Brief on Congestion Charges and Road Tolling 

 A recent FSB survey found that vehicles are crucial to over 90% of businesses and 70% 
could not reduce their usage. 

 Transport, especially road transport, is fundamental to business. Almost half of small 
businesses carry out their trade within twenty miles of their base and congestion charges 
would have a detrimental effect on them. 

 The FSB is completely opposed to Road Tolls and Congestion Charging being introduced 
as there is no such thing as a non essential journey for a small business. 

 Businesses across Northern Ireland who regularly trade or make deliveries to Belfast City 
Centre will face a considerable financial burden in the running of their business if a 
Congestion Charge is introduced in Belfast. Many of these businesses are already paying 
extremely high insurance, energy and rates bills 

 The Federation of Small Businesses wrote to the Secretary of State for Transport, Ruth 
Kelly, to call on the Government to follow the lead of the Scottish Government, which 
recently published a bill to abolish road tolls across Scotland. 

 The FSB would call upon the Minister for Finance and Personnel, Peter Robinson to make 
it clear that the Executive will rule out the introduction of such charges in the future 

 In the view of the FSB, Road Tolls and Congestion charging are nothing more than 
stealth taxes which are a significant barrier to business growth, dressed up as tackling 
Climate Change. At a time when the NI Executive is looking to grow the private sector, 
such a tax would only be a negative effect on the indigenous business community. 

 Transport presents a significant cost for small businesses and it is essential that the 
Government finds ways to relieve this burden to increase competitiveness 

 For further information contact Glyn Roberts on 07917 628 994 or 
glyn.roberts@fsb.org.uk 

Consumer Council 

11 October 2007 

Mr Colin Jones 
Assistant Clerk 
Committee for Finance and Personnel 
Room 419 Parliament Buildings 



Stormont 
Belfast 

Dear Mr Jones 

Re: Review of Domestic Rating 

Thank you for your invitation to submit any additional evidence-based views in relation to the 
reform of the domestic rating system. At this stage we do not have anything further to add to 
our consultation response other than to emphasise our view that the payment of rates based on 
the capital value system is a fairer one than the previous system for those who can afford to 
pay, but that it must provide adequate protection for those with affordability issues who may be 
adversely affected. Therefore we would like to see the short term rating review focusing on 
addressing any anomalies in the capital value system including ability to pay in relation to groups 
such as the asset rich: income poor, and “Mr and Mrs Average” i.e. those who are not on 
benefits but on fixed and often low incomes. 

We would appreciate being kept updated on progress with the review and proposals emerging 
from the Committee’s deliberations. We are available to provide any further evidence, 
information or analysis as the Committee requires as always and would wish to play our full role 
in assisting in consultation and seeking consumers’ views to advise your work. 

The Consumer Council would like to commend the Minister, the Finance and Personnel 
Committee and the Department for Finance and Personnel for the approach taken to this review 
to date. In particular we welcome the conscientious consideration of,and the timely publication 
of the summary report on, the responses received. We believe that the inclusive, open and 
transparent approach adopted helps with the ongoing debate and understanding of how our 
public services should be paid for in a way which is fair, affordable, honest and understandable 
for us all. 

We look forward to hearing from the Committee on this issue and assisting you with your 
deliberations where we can. 

The Consumer Council wishes the Committee well in your important work. 

Yours sincerely 

Eleanor Gill 

Chief Executive 

Cc Mr Mitchel McLaughlin MLA, Chair of Committee for Finance and Personnel 
Cc Mr Peter Robinson MP, Minister for Finance and Personnel 

Consumer Council Response 
to the 2007 Executive Review of  

Domestic Rating Reform 

The Consumer Council welcomes the opportunity to comment on the review of the current 
domestic rating system which has important implications for consumers; particularly with regard 
to its effect on the total household bill. 



The review also provides an opportunity for steps to be taken to help consumers have a clearer 
understanding of what they are paying for and to develop a system that better meets their 
needs. 

We believe the current capital value-based charge is more appropriate than the previous rental 
value rating system given that the majority of Northern Ireland householders[1] (72.8 per cent) 
now own their own home rather than rent it. It is clear that few understood the rationale behind 
the previous rental value system and the Consumer Council views the new capital value system 
as a fairer way to calculate rates. However, as capital value is not always synonymous with 
ability to pay there needs to be protection within the system for consumers who have difficulties 
paying so that a new category of vulnerable consumers does not develop as a result. It is 
imperative that all policies support rather than work against the Government’s Lifetime 
Opportunities strategy to ensure that poverty and social exclusion is tackled in a joined-up 
approach. 

While other alternatives to the current system are worth considering, such as a local sales or 
income tax, it would be remiss of us to support one of these options without further investigation 
into how each system could be implemented and how it would impact on consumers. We would 
however recommend that the Executive investigate these options further for longer term rating 
policy options and to provide full opportunity for an open and informed public debate into the 
pros and cons of different long term options. It is our view that a lack of public debate and 
understanding of the issues related to paying for public services through rates or other methods 
has led to a decline in public confidence and “buy-in”. The NI Assembly has a unique opportunity 
to reengage the public in decision making thus building trust in our local democracy. 

The Consumer Council would welcome the opportunity to work with the Minister in this debate 
and to play a constructive role in exploring the options for the future in greater detail. We would 
recommend that a two phase approach is adopted. In the short term the focus should be on 
taking steps to fix any anomalies in the current system that are unfair or present affordability 
problems for consumers. This then creates an opportunity to look at how we pay for public 
services in the longer term and to investigate all options to ensure that all systems are fair, 
affordable and sustainable. We would welcome further discussion on how the Consumer Council 
can contribute to the development of a system that meets the needs of consumers. 

We have provided further comments on a number of key issues and in particular on the need to 
consider the impact of rates on the total household bill, the need to educate consumers on what 
they are paying for and to protect those who are most vulnerable. We have also provided 
comments on the discount scheme that should be available to consumers for prompt or early 
payment of their rates bills. This is included as appendix A at the end of our response for your 
information. 

A summary of the Consumer Councils research into rates is also attached as Appendix B for your 
information. 

Total Household Bill 

The Consumer Council fully supports the Minister’s view that rating reform should be viewed in 
the context of how the Executive intend to address the funding of water and sewerage services 
in Northern Ireland. 

The Consumer Council has consistently registered our concerns during the reviews of the rating 
system and the water and sewerage charges of the impact of these charges on the Total 
Household Bill. We outlined these concerns in a response to DRD in March 2005[2]. 

http://archive.niassembly.gov.uk/finance/2007mandate/reports/report06_07_08r.htm#footnote-129484-1
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The Government has yet to explain or acknowledge the impact of these two new charges as a 
total household bill and a holistic approach needs to be taken instead of looking at the impact of 
the rates reform in isolation. As well as identifying the true cost of these reforms on consumers, 
a joined-up approach also provides the opportunity to provide better value for money and 
improve understanding among consumers on what they are paying for. 

A more holistic approach can help to identify what revenue is needed to pay for public services 
and ensure that there is an adequate level of protection for vulnerable consumers. The amount 
already paid for water through the rates should be deducted if a new water charge is introduced 
in order to overcome the belief among many consumers that they are being made to pay this bill 
twice. The Consumer Council calculates the amount to be between £160 and £165 per 
household in 2007[3]. 

We have also recommended that the independent review of water reform must examine whether 
a separate water bill is necessary and represents value for money, or whether both rates and 
water charges should be presented on the one bill. 

Educating Consumers 

The Consumer Council welcomes the publication of the capital value of every domestic property. 
However, it is important that the assessment of households is accurate to reduce the level of 
appeals and increase consumer confidence in the process. 

The Consumer Council has consistently called for clarity, openness and transparency in respect 
of the water reform process and this must also apply to rating reform. Clarity is required 
concerning what exactly rates cover and it is a duty on the Government to clearly explain to 
consumers about the system and how rates are spent. 

Our research has shown that consumers are confused by what rates pay for. When consumers 
were asked in 2002 what their rates covered ‘refuse collection’ was the most mentioned service 
(61 per cent) followed by ‘water’ (41 per cent)[4]. When asked the same question in 
2004[5] more than half (56 per cent) continued to spontaneously cite bin collection while one-
third (33 per cent) believed water services are funded through the collection of rates. An 
important minority (12 per cent) was unable to give any response to this question highlighting 
an important public education deficit. 

Consumers are also confused by the distinction between the Regional and District rates and the 
55 per cent / 45 per cent (respective) split in their bills. The services that each provide must be 
clearly explained. If it is not possible to be explicit, and there is no clear correlation between the 
tax and service provided, then a satisfactory explanation must be provided. Consumers can then 
deduce that rates are effectively a tax or local property tax. There should also be a sophisticated 
level of performance monitoring by an independent Audit Commission as in GB. Monitored 
criteria should include value for money, cost of services and customer satisfaction surveys. These 
criteria should be monitored across all public services to ensure accountability and transparency 
to the ratepayer. 

We further believe that a serious issue exists around the uptake of relief among those eligible. 
We therefore recommend that a public education campaign is needed to raise awareness of the 
assistance available and to promote the uptake of benefits. 

Relief Scheme 

http://archive.niassembly.gov.uk/finance/2007mandate/reports/report06_07_08r.htm#footnote-129484-3
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We strongly support the Executive’s position that reform must be underpinned by the ability to 
pay principle i.e. those on higher incomes pay a fair share and the most vulnerable are provided 
with appropriate financial assistance. It is worth noting that the levels of protection in the 
current rating policy review are much greater than those within the water reform proposals, 
which are also based on home capital value, and yet the households in need are the same. 

We agree that assistance should be targeted in order to be accessible to those either on or near 
the vulnerable threshold. The Consumer Council believes more work is needed to identify how 
best to help the ‘average consumer’ who may be above the benefits threshold but is facing 
significant hardship as a result of increases in rates and planned water charges. It is vital that 
these changes do not create a new category of vulnerable consumers who fall into the poverty 
trap. 

The review terms of reference states that the system should be transparent and readily 
understood, sustainable and provide protection to those less able to pay. These are welcome 
principles. We believe that relief should be provided by way of social policy and not a cross-
subsidy on other householders in order that the majority does not bear the burden of a large 
minority. The principle of transparency and the need for efficiency mean that cross subsidies 
should be avoided where possible and open to public scrutiny where they do exist. 

Our October 2004 research identified significant support (among 80 per cent of respondents) for 
the elderly, households on low income (63 per cent) and those with particular heath or medical 
problems (44 per cent) to receive special allowances when paying rates. 

It was a strongly held view by most (79 per cent) that the Government should pay the costs of 
providing relief for vulnerable consumers: 63 per cent believed that the Government through the 
existing benefit system should be responsible for covering the cost of discount or relief schemes 
and 16 per cent preferred a new benefit scheme funded by central taxation. 

We firmly believe that vulnerable consumer groups should be protected by a scheme that is 
neither difficult to access or administer. The importance of informing those consumers who are 
eligible for rate relief is paramount and government must work with the relevant agencies and 
representative organisations to ensure that consumers have easy access to this information and 
the benefits available. A more pro-active relief system needs to be established so all consumers 
who are entitled to benefits are made aware of this and the process to claim relief must also be 
easy to use and understand. The Consumer Council would welcome the opportunity to work with 
government and other stakeholders on this issue. 

Household size 

Using the equity principle there are issues surrounding the rate burden relative to householders’ 
overall consumption of local services; for example large families compared to single occupancy 
dwellers in high capital value homes and the asset-rich: income poor. 

In research conducted by the Consumer Council in 2004, the most popular method to calculate 
rates was by the number of people living in the household (27 per cent). However, there was a 
spread of consumer opinion with regard to this issue demonstrating that there is no clear 
consensus as to how rates should be calculated. 

Deferment Scheme 

The Consumer Council has concerns about the option of a deferral scheme for pensioners. Other 
representative organisations and consumers have expressed concern on the growing number of 



‘death taxes’ that our being placed on consumers in this age range. The proposal to introduce a 
deferment scheme for pensioners would have a number of legal and logistic implications that 
would need further consideration before such a scheme could be considered. For example, the 
impact that this would have on rates collection during the early years of a scheme would need to 
be considered and information provided on who would cover any deficit in expected income 
during this time. The cost of administering such a scheme should also be considered further as 
should the impact of other existing competing demands on property equity such as long-term 
care costs. 

We therefore recommend that a cost-benefit analysis and further consultation with stakeholders 
is conducted before any decisions are reached. 

Maximum Cap 

We believe that there should be no upper level for rates payments. To have a maximum cap 
would effectively mean that lower-income householders are cross-subsidising higher-income 
householders. This actually negates the underpinning principle of the rating policy reform that 
requires a redistributive effect of the local tax burden to ensure progressivity; that those on 
higher incomes pay a fair share. 

We do believe however that a cap must be placed on the total revenue to be generated through 
rates as this should not be allowed to increase unreservedly. There must also be full 
transparency and accountability to ratepayers for any rise in rates accompanied with efficiencies 
and value for money on all rates spending. 

Minimum Cap 

We believe that there should be no minimum cap on rates bills. Instead, we believe that there 
must be an adequate system of protection for vulnerable householders funded, where possible, 
from central taxation rather than through a cross-subsidy on other householders. 

Rating of vacant domestic property 

We believe that incentives are needed to require landlords and homeowners to bring the 
Northern Ireland housing stock up to an acceptable standard. 

If charging were to be introduced a balanced approach must be taken that considers the 
property owners’ responsibility to the local community whilst acknowledging that they have a low 
level of access to services paid for by rates. The level of such a charge and the cost effectiveness 
of such a scheme would need to be considered further before any decision is reached on this 
matter. 

Appendix A: 
Consumer Council policy on a discount for payment of the domestic rates by 
direct debit 

Background 

Discounts to bills for payment by direct debit have existed for many years. The rationale behind 
this is, in the view of business, direct debit provides a more reliable and consistent revenue 
stream and is cheaper to administrate. Because it is cheaper to administrate the company can 
encourage consumers to use this method of payment by providing a discount that is cost 
reflective. Thus, savings are passed on to the consumers who use this payment option. 



Key Principles 

 The Consumer Council accepts the principle of a company providing an incentive that 
encourages a consumer to choose a particular payment method. However, we are 
opposed to any measures which penalise those who choose not to pay by the companies 
preferred payment method, as this is contrary to the principle of consumer choice. 

 The Consumer Council aims to promote responsible consumerism. We believe that 
providing an incentive for consumers to pay in advance for services encourages 
household budgeting and reduces debt. There is a close correlation between those 
consumers who choose to pay by cash and cheque, and financial exclusion. Whilst 
choosing not to pay by direct debit, these consumers should still be rewarded for prompt 
payment. The Consumer Council strongly believes that a discount for full early payment 
must remain, irrelevant of the payment method. 

 The amount of discount offered must be a fair reflection of the savings the company 
makes when the consumer pays by the preferred payment method. The discount must 
not be cross subsidised by other consumers who are not paying by the company’s 
preferred payment method. 

Position 

The Consumer Council supports the following methods of discounting; 

1. A discount for consumers who pay by direct debit, 

2. A discount for early full payment of the annual bill, 

3. A discount off the following year’s bill once one year of monthly payments, by any method 
other than direct debit, have been paid promptly and in full. 

We see these methods as offering the following features: 

 They do not penalise those who fail to use the company’s preferred payment method, 
 They assist in offsetting the potential lost bank interest to the consumer which they 

could have accrued had the amount remained in their account. This amount can be used 
by The Agency to attract bank interest, 

 They reflect the reduced cost of administration offered by direct debit and a once a year 
collection as well as the non requirement for any debt chasing to take place, 

 They encourage budgeting and reduce debt, whilst providing consumer choice in 
payment method. 

Appendix B: 
Summary of Rates Research Findings for General Consumer Council 

1. The Consumer Council conducted research through an Omnibus Survey that covered all 
regions of Northern Ireland. The interviews were conducted on 7-14 October 2004 and 
comprised of 1044 adults aged 16+. A summary of the findings is below. 

‘What rates pay for’ 

Services That the Money Collected in Rates is Contributed to 
[ Base: All Respondents --1044 ] 



 

2 This question set out to establish consumer understanding of which public services benefited 
from the collection of rates. Almost 3 in 5 (56%) spontaneously cited bin collection, with a third 
(33%) referring to water and sewerage, and just under a quarter mentioning road repairs (22%) 
and roadcleaning (21%). There was a plethora of other responses ranging from the health 
service / hospitals (12%), street lighting (11%), transport (9%), education (8%) and park 
maintenance (7%). Interestingly, over 1 in 10were unable to give any response. See table 
below. 

‘Which services should receive investment?’ 

3. Over 7 in 10 (71%) respondents stated that health was the public service which they would 
most like to see receive more investment, a feeling which was significantly more prevalent 
amongst the older age categories (16-24 = 58%; 65+ = 79%). Education was the next most 
frequently cited response (14%), however in sharp contrast this public service was of greater 
importance to the younger respondents (16-24 = 24%; 25-34 = 21%; 65+ = 5%) and those in 
the C2 socio-economic grouping (21%). 

4. A quarter (25%) referred to transport as the public service which they would least like to see 
receive more investment, followed by the roads (12%) and water and sewerage (9%). 

‘How to pay for public services’ 

5. Almost two thirds agreed (63%) that those who use a public service more, should have to pay 
more for it. This perception was slightly higher amongst males (67%), and those in the ABC1 
(66%) and C2 (66%) socio-economic groupings. Under a quarter (22%) of respondents 
disagreed with this proposition. 

‘How to raise additional funding’ 

6. Some 3 in 5 respondents (60%) disagreed with the statement that all taxpayers should pay 
more through general taxation to raise additional funding, a trend which was generally 
consistent across all demographics. The only exception to this was a slightly higher proportion of 
respondents agreeing to this proposition in the North of the Province (25%), compared to Belfast 
City (18%), South (11%) and West (17%). 



7. Almost a third (30%) regarded cutting waste and inefficiencies as the best way to raise 
money to pay for public services in Northern Ireland, a response spontaneously mentioned more 
by those from ABC1 (35%) and C2 (31%) socio-economic backgrounds. Others made reference 
to raising income tax (13%); new additional / local income tax (5%), increased rates (4%) and 
congestion / toll charges (4%). 

How should rates be calculated? 

8. Over a quarter (27%) stated that the calculation of rates should be based upon the number of 
people in the household. This trend was significantly more prevalent amongst the older 
respondents (16-24 = 25%; 65+ = 43%), and those living within Greater Belfast (31%) as 
opposed to the rest of Northern Ireland (25%). The second most frequently cited response was 
that rates should be based upon the value of the house (21%), closely followed by a calculation 
based on the size of house (17%). Over 1 in 10 (14%) believed rates should be the same fixed 
charge for every household. See tables below. 

Preferred Way of Calculating Rates 
[ Base: All Respondents – 1044 ] 

 

Preferred Way of Calculating Rates (Continued) 
[ Base: All Respondents – 1044 ] 

 



9. Those disadvantaged groups whom respondents believed should be entitled to special 
allowances when paying rates were the elderly, over 65 (80%), households on low incomes 
(63%), and those with particular health or medical problems (44%). See table below. 

People Who Should be Entitled to Special Allowance when Paying Rates 
[ Base: All Respondents - 1044 ] 

 

Who should pay for discount/relief schemes? 

Who Should be Responsible for Covering Cost of Discount / Relief Schemes 
(Continued) 
[ Base: All Respondents – 1044 ] 

 

10. It was a strongly held view by most (63%) that Government through the exiting benefit 
system should be responsible for covering the cost of discount or relief schemes. Almost 1 in 5 
(16%) however did prefer a new benefit scheme funded by central taxation. See table below. 

[1] DSD Northern Ireland Housing Statistics Annual 2005-06. Owner-occupied dwellings 
accounted for 483,700 i.e. 72.8% of total occupied stock (664,300). 

[2] GCCNI Submission to the Department for Regional Development on the Reform of Water and 
Sewerage Services in Northern Ireland - Integrated Impact Assessment, March 2005 
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[3] £160 to £165 figure based on £127 per annum contribution to Water Service in 1998-1999 
(DoE). £160 extrapolated from yearly inflation rises; £165 based on average 3 per cent inflation. 

[4] GCCNI Water Survey, August 2002 

[5] GCCNI Water and Rating Policy Survey, October 2004 

Rural Community Network 
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John Simpson 

NIAssembly DFP committee 

Review of domestic rates – Options for change 

A discussion paper by John Simpson 

1. Domestic rates are essentially a property tax where the revenue raised is not hypothecated 
directly, although for the District Council Rate there is a link with the Council’s own spending. 
The Regional Rate contributes, indirectly, to the range of public services falling within the 
devolved responsibilities of the Northern Ireland Executive. 

2. The assessment of charges for Domestic Rates cannot, therefore, be linked to a formula which 
asks whether the charges are fairly linked to the benefits of individual households. Efforts to 
treat Domestic Rates as a hybrid tax, with a charge for services rendered and a property wealth 
charge, attempt to open the door to a mathematical formula where service charges enter the 



equation. This is a complex idea but, more significantly, it is usually argued with implicit 
adjustments that would make Domestic Rates less ‘progressive’ in nature. 

3. The Executive is seeking revenue where payments are linked, very approximately, to a ‘fair’ 
contribution according to the relative ‘means’ of each household (not the services received). This 
can be seen as approximating to ‘ability to pay’ but the concept of ability to pay is easier to state 
than to define since many factors should be taken into account. No single form of taxation 
represents an ideal formula fairly reflecting ability to pay. Income tax, on employees, comes 
close. However, for the self-employed or substantial property owners, income tax may be a 
poorer indicator. Ability to pay is, in various marginal ways, a subjective measurement. 

4. Whatever the merits of a local property tax, as a proxy for ability to pay supplementing other 
sources of revenue (e.g income tax, VAT etc), the Executive has inherited a system of domestic 
rates, as an essential part of Exchequer and Council revenues, where some allowances, 
discretionary deductions and personal circumstances moderate the impact of a basic formula of a 
standard levy on the capital value of domestic property. 

5. Domestic rates are the key source of revenue for local authorities. They are also a source of 
revenue for the Executive which has responsibility for some services that fall to local government 
in England. As a result, the total revenue from District Council and Regional Rates can be 
compared, as a cost per household (or per person), to the charges levied by Council tax in 
England. This comparison is illustrative in examining the relative charges per household in NI 
and England. Council Tax makes no contribution to water charges where households pay the 
charges to separate water companies. 

6. Suffice to conclude that the Northern Ireland Exchequer would argue that the rates levy in 
Northern Ireland cannot be significantly reduced if parity of impact of the general burden of 
taxation is the criterion. 

7. The base for domestic rates, the capital value of houses [SCV] in 2005, replaced an outdated 
NAV baseline. There was an understandable public suspicion that, changing the base and setting 
new relativities between properties, was itself a method of raising total revenue from domestic 
rates. Technically, the new system did not necessarily increase the total bill. However, as an 
Exchequer adjustment, the total bill increased, as it might have done even under an unchanged 
baseline. 

8. The system as introduced in April 2006 also contained a number of marginal adjustments to 
give a greater degree of social equity, or reduce excessive inequities. Broadly, the adjustments 
are linked to ‘ability to pay’ and are in the direction parallel to proposals for TSN (targeting social 
need) indicators. Possible changes in the adjustments are examined below. 

9. The comments in the sections which follow are, therefore, based on the working assumption 
that domestic rates are a necessary feature of public sector revenue (until a better alternative is 
devised) and that a discussion of options for change is essentially expected to be revenue 
neutral: any reductions/increases should be offset by other changes to maintain the revenue 
base. 

10. Comments on the several options assume, in general, that particular changes or concessions 
will be offset by a redistribution of the costs/revenue on all ratepayers. 

Strand 1A: 
Possible changes that could be made for implementation in April 2008 



11. Changes to the level of the maximum cap 

To constrain the highest level of domestic rates charges so that the highest bills are similar to 
those in England (set by a maximum in the highest band) property with a SCV of over £500,000 
is levied only for the first £500,000. This eases the bill for 2,300 ratepayers and cost about 
£2.5m.pa. 

Given the recent changes in the SCV, this compromise constrains the maximum at about the 
same level as in England. To reduce the cap further would move the domestic rates bill in a 
slightly regressive way, increase the costs (or reallocation) more than proportionately and would 
more noticeably affect all other ratepayers. 

The present cap should be retained. A capital value of £500,000 is less than three times the 
overall average and cuts the charge for about 0.5% of households. 

12. Rating of vacant domestic property 

If occupied property is rateable because it represents a valuable asset, then the principle of 
extending the rates bill to unoccupied property should be followed. Allowing for ownership 
changes, a break in the charge, based on the time that would normally elapsed from old to new 
tenants, or owners, should be allowed. This can only be a rough average. 

Vacant domestic property should be rated. This should extend to property in need of repair. A 
transitory rate free period of six months would be appropriate with a further six months at half 
the full rate bill. 

13. Changes to the rate relief scheme 

The rate relief scheme provisions were a response to the problem of households whose income 
was just high enough for them to be ineligible for housing benefit. The existing ‘taper’ provisions 
are, de facto, a means tested reduction in rates for these low income households. 

Another relief provision enhances the allowances for single pensioner householders and for 
pensioners living with a partner. These allowances are justified by equity considerations, because 
pensioners are more likely to hold property purchased during a working life but now retain the 
property although on a lower income. There is a case to argue that households with only 
pension incomes below a determined level (and with no significant employment earnings from 
[say] younger adults) might be given a significant discount on the rates bill. The discount might 
also take account of unearned income from capital. 

The maximum savings allowance before savings enter the means test for low income 
households, or pensioner households, might be (again on equity grounds) raised to a figure of 
[say] £30,000. The Lyons review in England posed a suggestion of £50,000. 

14. Possible revision of provision for rates relief for students: education and 
training relief. 

This relief is unpopular with other ratepayers, partly because of questions about the merits of 
the idea and partly because it is administered through landlords. The latter issue is difficult 
because there is no evidence of the final impact of the relief: lower combined rent and rates bills 
OR rents that effectively pass the relief to landlords. 



If student tenants became liable for domestic rates the cost of collection would be high 
(changing tenancies) and the default rate might also be high. 

The continuation of this relief, and the passive role of landlords, may be justified as cost 
effective rather than a social priority. 

15. Deferred payment scheme for pensioners 

The current scheme is not likely to be widely used since pensioners will wish to pass on property 
unencumbered with deferred charges and will be deterred by the legal documentation needed. 
The scheme is a safety device for reassurance more than for attraction to potential users. 

This deferred payment scheme should not be altered. 

16. Early payment discount 

The present discounts for early single payment of the annual charge should be retained. 

17. Re-profiling the existing Transitional Relief Scheme 

Next April, 2008, domestic rates bills will only earn a one-third remission of the increase in 
charges compared to what they would have been under the NAV system. This three year 
adjustment is relatively short and might have been originally extended over a longer period. 

The case for any re-profiling depends on a judgement about whether the speed of adjustment is 
causing any undue hardship where bills have increased most. This calls for a Ministerial 
judgement. Since water charges were delayed, the Minister might consider that the case for 
extended relief is weak. Alternatively, if water charges commence in April 2008, an extended 
relief period might be argued as a small offset to the combined impact. 

Strand 1B: Options for change that would take longer to implement (ie would 
not be implemented for April 2008) 

18. A graduated tax system: a rising, or falling, rates charge related to the 
capital value of the property. 

The argument for a graduated charge can be 

either 

that the charge per unit of capital value might be marginally lower for more expensive properties 
which is an alternative way of avoiding large (allegedly excessive) charges 

or 

that the charge per unit of capital value might start at a somewhat lower level and rise as the 
property became more valuable, which is a way of making the charges more progressive and 
easing the cost on less expensive property. 

As is clear, these alternatives meet entirely different objectives and are inconsistent one with 
another. The concept may therefore attract support for opposing reasons. To maintain a total 



revenue income similar to the present system, there would be vocal winners and losers 
depending on which graduated system was applied. 

If the rates system is judged to contain socially inequitable outcomes, then the second option 
might be considered. 

19. Single person discount 

Domestic rates are essentially a tax on property used to provide a range of public services in an 
un-hypothecated manner. The case for a discount related in some way to the number of 
residents, or number of adult residents or income earners is, at best, an argument about ability 
to pay. 

Logically, this points to a means tested discount system (as already exists in principle for low 
income households). Why should a wealthy single person household get a discount where a 
poorer two person household pays the full bill? The argument that a single person household 
gets less service from the local authority or public services in general rests on the view that, in 
part, rates are a hybrid tax. 

Apparently the English Council tax system accepts council tax as a hybrid tax and this justifies a 
25% discount for a single person household. Such a change in Northern Ireland would transfer 
part of the rates bill from single person households to all others. 

There seems little justification for this concept. 

20. Single pensioner discount 

Domestic rates are assessed on the capital value of the residential property. There are existing 
rate relief arrangements for low income households. 

Arguably, with an increase in the savings disregard, low income pensioner households already 
qualify for partial relief. A conspicuous group, because increases in pension incomes are inclined 
to lag behind other changes, including average earnings, are pensioners whose standard of living 
in retirement is likely to be eroded.. 

For pensioner households, without other adult earners in the same house, there is an issue in 
terms of ability to pay. This can be more pronounced where a single pensioner lives on his/her 
own but might be extended to a household with more than one pensioner. The existing 15% 
relief for single pensioners is modest and might be broadened to include a pensioner household. 
A higher rate could be justified perhaps phased to 35% for pensioners over 75 and a full 
exemption for those over 85. This group of pensioner relief’s would not be means tested. 

21. Automatic pensioner discount 

This concept is developed in the previous paragraph. 

22. Broadening the scope of the Disabled Persons Allowance 

The rationale for this allowance seems originally to have been the costs of adaptations of 
property to adjust for any physical disability. A possible extension is argued to recognise that 
there are other forms of disability other than physical handicaps. This implicitly extends the 
justification into issues related to ability to pay and extra items in the cost of living. 



Logically, allowances of this generic nature are more a question for social security benefits. Any 
extension of the allowance base would need a clear qualification test. 

23. Circuit breakers (or a cap on rates as a proportion of personal income) 

This concept appeals as a safety net for unexpectedly high rates bills as a proportion of 
household income. 

However, in the absence of case studies where existing reliefs and benefits leave people at a 
serious disadvantage, there is no immediate case for an extra and complicated adjustment to the 
regulations. 

24. Extended discount for farmers 

Farm houses are valued currently with a reduction of around 20% compared to other houses not 
used by active farmers. If a change is needed, equity would suggest that farm houses should be 
valued at market rates and then the domestic rates might be discounted directly by an agreed 
figure: 20% or 25%. This would reflect the restrictions on use now imposed by agricultural 
planning rules. 

25. Discount for owner occupiers 

This topic introduces a wide debate on a range of policies and social objectives (such as holiday 
homes). There is no pressing case for a discount for owner occupiers and there is no consensus 
on whether, and how, second homes (or holiday homes) should be treated either for higher 
rates because an owner has two or more properties or for lower rates because of limited 
occupancy. 

On an ability to pay argument, there is a case to treat all residential properties on the same base 
until a justification for variations can be made persuasive. 

26. Rates credits (for environmental enhancements to property) 

Proposals of this type are consistent with active climate change policies. The form and scale of 
such credits has not yet been fully explored but should now be on the agenda of Government. 

Strand 2: wider options for reform, to replace or supplement the new SCV system 

27. Banding of capital values (as in the English Council tax system) 

Banding would have the effect of increasing the domestic rates bill for households with the 
lowest property values and decrease it for those with the highest property values. The current 
Northern Ireland system gives a wider spread and also avoids the tensions of band boundaries. 
No change is commended. 

28. Local income tax 

A local supplement to income tax, as an alternative to part of the domestic rates, has attractions. 
The circumstances where it might be expedient are if the level of domestic rates (on property 
values) is considered too high and generating objections as being inequitable or insufficiently 
progressive. 



A possible format might be that domestic rates remained as the main source of income for local 
government, as reshaped under the RPA, and an income tax supplement would accrue to the 
Executive. This would allow a single standard rate of income tax supplement to be applied and 
would avoid a need to attribute the supplement to local authorities. 

There may be definitional questions to set the most practical boundary between incomes of self-
employed people (with farmers, who should be included) and smaller businesses which are 
unincorporated and similar to other people who are self-employed. 

This option merits further study. Of course, the income tax supplement would be a significant 
sum. For simplicity, the format might be a percentage add-on to current tax deductions. Other 
discretionary formulae would be complex. 

29. Income tax varying powers 

This parallels the discussion in the previous paragraph. 

30. Road charging 

Charging for access to town centres and use of new roads and bridges must be on the agenda if 
this access is to be manageable. The present planning policy for Belfast is to reduce the access 
for cars by denying planning permission for car parks. This blunt deterrent is of questionable 
effect since it will tend to deflect people in different ways: some will use public transport, if it 
exists; others (may be most) will go elsewhere to suburban venues. 

Retailers should be permitted to judge the economics of building car parks and Government, in 
co-operation with local authorities, should develop counter congestion policies. Extra revenue 
might be allocated in part to the local authorities. 

Further ideas are needed on how congestion charges, or access charges, might be levied. 

31. Green taxes (as recommended in the Lyons Report) 

Essentially this idea is, at present, a debate about charging for waste collection and disposal. 
This is a growing problem where the policy makers have a dilemma in devising a charging 
mechanism that does not become an incentive to ‘fly-tip’ or cheat. Further analysis of possible 
options is needed. 

32. Land Value Taxation 

The association promoting the concept of replacing capital values as a base for rates has 
submitted an analytical paper which is on the web site of the rates options. It is at 
www.ratingreviewni.gov.uk The concept is worthy of further study. It would be a radically 
different approach to defining the valuation base for rates. 

33. Derelict land taxation (as recommended in the Lyons Report) 

Logically, land which has become derelict should be rated at, at least, the capital value of the 
site. 

A related question links this issue with the possibility of placing a rate demand on land which has 
been zoned for development but is being held without action. Land zoned and with planning 



approval for residential development should be rated on its enhanced capital value with ‘use it or 
lose it’ approaches to planning permission. 

5.10.07 

Economic Research Institute 
of Northern Ireland 



  



  



 



 



  



  



  



  

Northern Ireland Fair Rates Campaign 

Important Information in Respect New Rate Relief Scheme Uptake etc… 

Dear Members 

I have obtained permission from the Freedom of Information Office to disclose the 
following matters relating to the New Rate Relief Scheme. 

You may be aware of the current state of play regarding claims for Housing Benefit/Rate Rebate 
made by the owner-occupiers under the New Rates Relief Scheme. If not, I think that you will 
find the following information somewhat disturbing in light of the promises made by David 



Hanson following his reform of the rates last year. [Article 14 of the Rates 
(Amendment)(Northern Ireland) Order 2006 refers] 

I list below a truncated version of the information that I received from The Freedom of 
Information Office at the beginning of this week. 

1. The total number of claims received at the Land and Property Services Office from 1st 
April 2007 = 7,700. 

2. An additional 2,233 such claims were made prior to 1st April 2007 and carried forward to 
the current 2007/8 rating year, making the total number of claims made under the “New 
Rate Relief Scheme to date: 9,933 [David Hanson stated that 44,000** ratepayers would 
benefit under this new scheme - I think he was slightly out in his calculations] 

3. Of the 9,933 claims made, 4,720 have been assessed and cleared, at 22 10 07. 

4. The average amount awarded per claimant so far is £123.00 per year. [David Hanson 
said the average award would be £270.00 per year -Totally wrong again! 

5. At 22nd. October 2007 some 5200 owner-occupier claims have still to be assessed by 
the Land & Property Services; more than half of the claims received to date. 

6. Of the £4 million additional relief (for pensioner owner-occupiers on low incomes) 
as agreed at St Andrews, only £500,000 has been paid out to date. 

7. The remaining £3.5 million will be only be available until the end of the current rating year, 
31st March 2008. No provision has been made to “carry over” any part of this £3.5 
million to the 2008/9 rating year, if it has not been “fully paid out by 31st March 
2008”. 

8. The time taken to assess the first 4720 claims would indicate that (assuming no further claims 
are made) the outstanding 5200 claims may not be assessed before the start of the 
new 2008/9 rating year. This could result in owner-occupier claimants who may well be 
entitled to Housing Benefit/Rate Relief for the 2007/8 year, being issued with inaccurate rate 
arrears demands when the new 2007/8 bills are released next February/March. 

It is my assumption that David Hanson included those ratepayers already on Housing 
Benefit/Rate Rebate (HB/RB) in his figure of 44,000 “winners” under the New Rate Relief 
Scheme. It therefore follows if only 9,933 new claims have been made, 34,000 approx. 
ratepayers already in receipt of HB/RB would not gain financially from a reduction in their 
rates, but the Exchequer most certainly will, as the “benefits bill” element of the block 
grant would be significantly reduced. 

I believe this is why a decision was taken to spread the St Andrews £4 Million across 
the personal allowances element of the rate rebate assessment. 

Sir Michael Lyons explains this much better than I do; at SECTION 7; Page 232; Para; 7.37 of his 
Inquiry into Local Government - FINAL REPORT MARCH 2007. 

Sir Michael warns: 

“Significant numbers of households who would, in principle, enjoy lower bills might not feel a 
change in practice since their bills are already paid wholly or partially by CTB*. In that case some 



of the benefit from a reduction in bills would accrue to the Government, rather than to the 
taxpayer” 

* Sir Michael is referring here to Council Tax Benefit which equates to our Housing Benefit/Rate 
Rebate. 

The above statistics give rise to grave doubts as to the effectiveness of the Department’s “drive” 
to increase HB/RB uptake among pensioners. The so called “simplified” Housing Benefit/Rate 
Rebate claim form (FIA 11/06) still runs to eight pages of intrusive, in depth, personal and 
financial questions, which we all know “old folk” are either to confused to complete or too 
frightened to divulge their personal details. 

While quite a few wealthy pensioners would benefit, a method of rate relief must be devised that 
will give “blanket benefit” to all pensioners regardless of their financial status. This will only be 
achieved if the intrusive claim form is scrapped and a relief mechanism is built into the system 
that automatically provides relief to females over 60 year and males over 65 years. 

One possible method would be to introduce a “PENSIONERS MAXIMUM CAP OF SAY £200,000 
single capital valuation, regardless of where the person lives. 

[Assuming that we are “stuck” with the single capital value method of calculating domestic rates] 

This would go quite a way to alleviating the question of “uptake” among the owner-occupier 
pensioners who currently fall outside the benefit relief schemes. 

We look forward to the Minister’s budget announcements on Thursday 25 10 07. 

Michael Kelly 

69 Myrtlefield Park 
Belfast  
BT9 6NG 
TEL 02890 598520 
On behalf of the Fair Rates Campaign 
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Update from 
Departmental Assembly Liaison Officer 

 

Assembly Section 

Craigantlet Buildings 
Stormont 
BT4 3SX 



Tel No: 02890 529147 
Fax No: 02890 523600 
email: Norman.Irwin@dfpni.gov.uk 

Dear Shane 5 October 2007 

I refer to your various requests for information on the rating review. 

I thought it would be useful to update you as much as possible on the issues while noting that 
12 October is the required date for submission of evidence for the Committee’s consideration. 

In respect of the UU research the Department has not received a report yet on land valuation 
taxation and at the meeting on Wednesday the University researchers will be only able to answer 
questions on their approach and on key considerations. 

Phase 1 of that work is nearly complete, which is a literature review (i.e. drawing on existing 
research) of the whole subject of land value taxation. Phase 2 is a pilot study of Belfast area of 
the possible impact of a vacant land taxation system -what sort of land areas it would cover. 
what it could raise, how it would work - very high level but enough for the Minister(s) to gauge 
whether it is worth pursuing as a policy option and examining in greater detail next year (which 
would have to include full consultation and impact assessment). The UU work on this preliminary 
research is at early stages. 

In terms of their work on vacant homes, they have completed phase 1, which identifies where 
the properties are and the broad characteristics of those properties (age, type etc). We are 
expecting UU to provide an initial report today, which the Department will assess and pass to the 
Minister on Monday. Phase 2 is due to begin, which will try to identify the various causes of 
those vacancies. 

In respect of the main analysis for the further review of domestic rating the Department has 
virtually completed its work on the main options which emerged from the consultation. However, 
we are dependent on the provision of both additional data (for example from LPS and NIHE 
regarding rebate and relief applications made this year so far) and additional analysis from DSD, 
using the Family Resources Survey and from NISRA, using the census. These ‘orders’ for further 
analysis could only be placed once the outcome of the consultation was known. Nevertheless, 
the Department’s officials are equipped with sufficient analysis to answer most questions on 
virtually all options within strand one and many strand 2 ones too. Any matters that cannot be 
answered on the spot can be readily followed up after the meeting on the 17th. 

The Committee has asked for information on when EQIAs would be carried out on the various 
options. A full EQIA process was undertaken and published in respect of the impact of a capital 
value system. Monitoring continues and it is worth noting that following publication of the new 
values, NISRA undertook a major study by matching the capital values to census information at 
individual household level. This study is available on the Rating Reform Web site. To our 
knowledge no other property based taxation system in the world has been the subject of such a 
comprehensive study before and that includes both the Lyons and Burt Inquiries. 

The Department considers that most of the Strand 1a and many of the Strand 1b issues fall into 
the category of mitigating measures and therefore will not be subjected to the full 7 stage EQIA 
process. Nevertheless, as noted above, the Department has considered or is actively considering 
all measures in the light of likely differential impact on Section 75 groups. 

Other proposals which are not in the nature of mitigating measures (all the Strand 2’s) must be 
subjected to full EQIA before any legislation can be presented to the Assembly. 



I can confirm that information on the take up of the new relief scheme should be available for 
the meeting on 17 October. 

I hope this information is helpful in the meantime. 

Norman Irwin 

Update from 
Departmental Assembly Liaison Officer 

 

Assembly Section 

Craigantlet Buildings 
Stormont 
BT4 3SX 

Tel No: 02890 529147 
Fax No: 02890 523600 
email: Norman.Irwin@dfpni.gov.uk 

Dear Shane 19 October 2007 

Executive Review of Domestic Rating 

Further to the closed evidence session on Wednesday, 17 October, I set out below the 
Department’s response to the queries raised by members during Wednesday’s rating session. 

Benefit take up 

Detailed information on the level of take up of rate rebate / rate relief in Northern Ireland is not 
readily available. Some analysis has been carried out as part of the rating review by DSD 
statisticians using the Family Resources Survey. This looked only at those in the owner occupied 
sector (where we know the main problem lies) and suggested that the overall take up rate was 
around 42%. Research carried out by IRRV as part of an earlier review of rate reliefs in Northern 
Ireland suggested that the Northern Ireland Housing Executive achieved almost total coverage in 
terms of their tenants, with application rates for relief of around 95%. Data is not available for 
the private rented sector. 

More detailed evidence is available on the levels of take up in relation to Council Tax Benefit in 
GB. Recent statistics[1], for example, again point to a level of take up among owner occupiers of 
between 38 and 43%. For local authority tenants, take up rates ranged between 86 and 92%, 
while for private tenants the rate was 79 to 86%. The overall rate of take up was given as 
between 62 and 68%. 

Among pensioners, the level of take up of council tax benefit in 2005/06 was estimated at 
between 54 and 60%. In fact, around 75% of those not claiming were pensioners and we have 
no reason to believe the position is significantly different in Northern Ireland. 

http://archive.niassembly.gov.uk/finance/2007mandate/reports/report06_07_08r.htm#footnote-130724-1


The Committee also asked about levels of unclaimed rebate or relief, so as to distinguish 
between those who are missing out on substantial support and those who may not be inclined to 
claim because they consider they may only be entitled to trivial amounts. Unfortunately this 
information is not available to us. It had been requested but due to pressure of time was not 
produced alongside the other analysis. A new data request can be made but it would be a couple 
of more weeks before this could be made available. Again, data on council tax benefit is 
available and this did suggest that there is a relationship between the level of award available 
and the tendency to take up this relief. The DWP analysis showed, for example, that while 80% 
of those claiming council tax benefit were eligible for full relief, just 42% of non-claimants were 
entitled to the full amount. 

Rating of vacant domestic property 

The question was raised whether it would be possible to phase in the rating of vacant domestic 
property using capital value thresholds under the existing legislation. I can confirm that the 
enabling powers in the primary legislation do not inhibit such an approach. Having said that, the 
timing of its introduction will be affected by other factors, not least the need to undertake impact 
assessments and further consultation. 

Members also raised a query about the number of NIHE properties within the figures quoted by 
UUJ in their draft report. The property information used by UUJ in their study was provided by 
LPS. While this did not identify the ownership details of each individual property, it did indicate 
whether each dwelling was privately built or publicly built. This showed that 14% of the 
properties were publicly built. However, given the ongoing sale of dwellings to tenants under the 
right-to-buy scheme, it can be assumed that many of these are now owner occupied. Thus, it is 
likely that no more than 10% of these vacant dwellings are owned by the NIHE. As was 
explained in the meeting NIHE pay a global rate bill to LPS, with includes a discount to allow for 
vacancies and administration. This may give rise to some inaccuracy in the data held by them. In 
itself this does not present a problem because NIHE housing would presumably continue to be 
treated in this way, so any missing vacancies of NIHE properties would not add to potential 
revenue figures. 

Deferment Scheme for pensioners 

In relation to the deferment scheme, the Department was asked to confirm whether the power 
in the primary legislation to enable such a scheme to be introduced would permit private 
financial involvement in the administration of the scheme. On inspection of both the instructions 
to Counsel at the time of drafting and the terms of the legislative provision itself, it is clear that 
the intention was that the scheme would be Government run. Involvement of a third party such 
as a private finance company was considered but ruled out for a number of reasons including 
the fact that it would involve entering into the realms of financial services which is a reserved 
matter under the Northern Ireland Act 1998. Any proposal to involve a third party would 
therefore require new primary legislation. 

Disabled Persons Allowance 

The Committee asked for clarification of the definition of disability for the purposes of the 
Disabled Persons Allowance Scheme. The definition is contained in Article 2(2A) of the Rates 
(Northern Ireland) Order 1977 which states that “a person has a disability if he is substantially 
and permanently disabled (whether by illness, injury, congenital deformity or otherwise) or 
suffers from a mental disorder within the meaning of the Mental Health (Northern Ireland) Order 
1986.” It largely mirrors that used for the purposes of Council Tax but goes further by including 
those with a mental disorder. To pick up on the point raised during the Committee session, the 
blind would also be covered by this definition. 



As explained during the Committee session, it is important to note that the purpose of this 
particular scheme is not to provide a blanket relief to those who are disabled. Other parts of the 
rating system cater for this group as a whole, for example the low income rate relief scheme 
which is discussed further below. The rationale for DPA, however, is to ensure that those who 
have modified their property because of their disability are not penalised by any increase in 
value associated with the modifications. The scheme therefore focuses on those disabilities that 
give rise to the need for the physical adaptation of a property or the use of an additional room. 
This was the position under the scheme that existed prior to April 2007 and was carried over into 
the new scheme introduced in April this year that aimed to simplify the procedures associated 
with it and take account of the move to capital values. 

As mentioned above, there are other elements of the rating system that cater for those with a 
disability such as the low income rate relief scheme. One of premiums which form part of the 
“applicable amount” under the scheme relates to those with a disability. One of the options 
under Strand 1A is to increase this premium (and/or the others that apply). The cost of 
increasing this by 10% would be £0.32m with 350 benefiting. Increasing it by 20% would double 
the cost and increase the number benefiting to 750. 

A query was raised around the figures provided in terms of the numbers eligible for higher rate 
DLA. This showed that if a disability relief was awarded to all those on the higher rate care 
element of DLA, this would lead to around 30,000 eligible recipients. This figure was arrived at 
through adding the number receiving higher rate care only (approximately 2,300)[2] to the 
number in receipt of higher rate care and mobility (28,000). Similarly, the estimate of the 
number who would be eligible if the relief was awarded to those on the higher rate mobility 
element was arrived at through adding the number receiving higher rate mobility (11,400) to the 
combined total. 

I hope this provides the Committee with the additional clarification required following the 
Committee session to enable Members to arrive at their conclusions on the Review. Please do 
not hesitate to contact us if there is anything further your Committee requires. 

We look forward to taking receipt of the Committee’s report on this matter in due course. 

Norman Irwin 

[1] Income-related benefits: estimates of take-up 2005/06 (DWP) 

[2] Source: Disability Living Allowance: Summary of Statistics February 2007 (DSD) 

Land Value Taxation: 
An International Overview 

Dr William McCluskey 
Dr Lay-Cheng Lim 
Mr Peadar Davis 

School of the Built Environment 
University of Ulster 

2 November 2007 

Executive summary 
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 The three principle bases for the property tax tend to be capital improved value, annual 
rental value and land value. There are some instances where a country or jurisdiction 
may apply more than one basis at the same time. For example, in Northern Ireland 
residential property is valued on its capital improved value whilst commercial property on 
annual rental value. There are a number of jurisdictions in the United States that value 
land and buildings separately for the purposes of applying different tax rates (several 
jurisdictions in Pennsylvania[1]). 

 From an international perspective, given the choice of property tax basis, land value 
tends to be the least used. It is a conceptually sound system but with limited 
international application. 

 There is a quite noticeable trend for countries and jurisdictions (where they have a 
choice of tax basis) to move away from land value. Very good examples of this are to be 
found in Australia, New Zealand and South Africa. 

 A system of land value taxation should ideally be based upon the concept of highest and 
best use. This creates difficulties when considering the value of historic and heritage 
property located on extremely valuable sites. A system of ‘value’ relief would have to be 
considered in order to protect such buildings. Equally, there are other instances where 
highest and best use should not apply, for example, agricultural land used for farming 
but under developmental pressures. 

 Under a land value system all land is normally included in the tax base including 
agricultural land. However, special consideration has to be given to land devoted to 
agriculture; this is normally applied through the valuation process where values are 
based on existing use rather than highest and best use. 

 The planning/land use zoning system would need to give clarity and certainty as to the 
actual permitted use for all land. The current planning system falls considerably short of 
being able to achieve this due in a large part to the lack of current development plans. 

 Overall, introducing a system of land value taxation to replace the current domestic and 
non-domestic systems would be difficult and not in line with international trends. 

Introduction 

The purpose of this brief research report is to provide some empirical evidence as to the 
international use of land value taxation as a system for the raising of revenue for local 
government services. Land value taxation is not a new concept, it is conceptually sound but has 
from an international perspective limited application. The application of land value taxation in its 
pure form is used only in a few countries for such purposes. These countries include Australia, 
Fiji, Jamaica, Kenya, New Zealand and South Africa. In many respects these countries have 
several factors in common including relatively large land masses, but possibly and more 
importantly, at the time of the introduction of their system of land value taxation they were 
largely undeveloped countries. As Holland (1969) put it, developing countries perhaps more than 
others experience considerable speculative holding of land which causes significant piecemeal ad 
hoc development. 

There are a number of other smaller countries that currently use some form of land value taxes 
either as a state tax or as a local tax. Belize[2] uses land value for rural property only i.e. 
property outside of the towns and cities. Taiwan[3] utilises the Land Value Increment Tax as a 
means to curb land speculation. It is somewhat similar to the capital gains tax with the trigger 
for the tax being a sale or other disposal. The property tax in Barbados[4] originally was based 
on the annual rental value however, following the publication of a research report by the United 
Nations the system was changed to one based on land values (1972). The basis was then 
extended to include improvements in 1975. 

http://archive.niassembly.gov.uk/finance/2007mandate/reports/report06_07_08r.htm#footnote-130854-1
http://archive.niassembly.gov.uk/finance/2007mandate/reports/report06_07_08r.htm#footnote-130854-2
http://archive.niassembly.gov.uk/finance/2007mandate/reports/report06_07_08r.htm#footnote-130854-3
http://archive.niassembly.gov.uk/finance/2007mandate/reports/report06_07_08r.htm#footnote-130854-4


In Korea[5] the Aggregate Land Tax (ALT) could be described as a form of wealth tax in terms 
of land asset holdings. It is levied annually on the individual landholding value across the whole 
country. The ALT, is not specifically a local tax, but centrally administered with the revenue 
being transferred to local budgets. 

In terms of international usage land value taxation is not as extensively used, as for example, 
annual rental value or capital improved value. In fact, when we look specifically at recent 
developments in Australia, New Zealand and South Africa we see that the trend is to move away 
from land value based systems to the more popular capital improved value. In Australia and New 
Zealand where municipalities have a choice as to which rating basis to use the trend has been 
for municipalities to change to capital improved values (for further details see Annex 1). The 
most dramatic change has recently occurred in South Africa where all municipalities now must 
adopt capital improved value as the basis. 

The Lyons Inquiry into Local Government (2007) as a matter of course briefly examined land 
taxation. It noted that several proposals (mainly historic) for such a tax in Britain have been put 
forward but will little success[6]. On the matter, Lyons did suggest that in general, taxes should 
be as broad based (land and improvements) as possible to reduce distortions and tax rates. On 
the matter of administration NERA (2005) suggested that costs would be relatively high given 
that all land would have to be surveyed and valued, a task made all the more difficult as there is 
currently no national register of land ownership. 

Advantages of land value taxation 

 Some arguments for land value taxation can be made on the grounds of equity, 
efficiency and environmental protection. The equity argument asserts that because the 
value of land is, for the large part, a result of society efforts rather than efforts on the 
part of the owner, society should reap the benefit of increased land values through 
taxing this enhanced value (Lichfield and Connellan, 1997). 

 Land value taxes are efficient in that they remove a market disincentive, which 
discourages people from building or making improvements to their property because of 
the fear of increased taxes. Under a land value system improvements are essentially 
exempt. 

 From an environmental perspective land value taxation encourages compact city centre 
development, which would reduce urban/suburban sprawl. The concept is one of 
efficiency of use and developing greater intensity of use in urban areas. 

 Administrative simplicity is an important advantage of land taxation. Difficulties in 
factoring out land values from sparse transactions is to a certain extent offset by other 
administrative advantages including not having to maintain an inventory of 
improvements. 

 By excluding improvements the assessment/valuation process is less constrained and 
demanding, as it requires fewer property nspections. 

 Land values are easily determined as the valuation process requires less variables to be 
reflected. 

 Land value is in accord with the benefit principle of taxation. The value of land is the 
market value of the location, it is essentially what someone would be prepared to pay for 
the benefits which are available at that site in terms of accessibility, amenities etc. 

There are however a number of distinct disadvantages of land value taxation 

http://archive.niassembly.gov.uk/finance/2007mandate/reports/report06_07_08r.htm#footnote-130854-5
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 It provides the taxing authority with a restricted tax base, excluding a substantial degree 
of wealth, especially in well-developed areas and can only produce sufficient revenue at 
high tax rates. Buildings contain an appreciable degree of value, particularly in central 
business districts, which under land value taxation escapes taxation. The exclusion of 
improvements also means that the tax base has considerably less flexibility than under 
improved value systems (Bahl, 1998; McCluskey and Williams, 1999). 

 Whilst not impossible it is difficult to separate the value of the land from the value of the 
improved property, problems do arise when such derived values have to be defended 
before a valuation tribunal. The use of extrapolation methods to blanket cover an area or 
region based upon sparse data is divorcing an ad valorem tax from the market. 

 Valuing land in a built-up environment with no or few transactions, necessitating the 
extraction of land values from improved value sales makes the process a more subjective 
and cumbersome exercise (Bahl, 1998; McCluskey and Williams, 1999). 

 Explaining the system to ratepayers who are generally intuitively aware of the improved 
values of their properties. 

 A system of land value does not require the collection of data on improvements. 
Introducing such a system would have significant problems if at some time in the future 
a change to improved value was contemplated as the cost of data collection would be 
extremely expensive. 

 It does not reflect ability to pay as well as a capital improved value system (Marten, 
1999; Dowes and Hargreaves, 1999). 

 It penalises the holding of accommodation land when a change of use is not yet 
economic (Risden, 1979). 

 It would tend to bring about development in peripheral areas and increase pressure on 
urban fringe land. 

 It can create undesirable development particularly where the planning system is not 
operating efficiently. 

Incidence of the land tax 

Economic theory would tend to show that under the assumption of perfect markets, a tax on any 
good with perfectly inelastic supply and no elasticity of demand will be borne entirely by the 
supplier of the good. The tax cannot be shifted to its user because any increase in the price 
would lead to an excess supply of the good. Therefore, a tax on land has to be paid in full by the 
owner of the land. 

Valuation assumptions 

Highest and Best use 

It is a general assumption of valuation under land value systems that the concept of highest and 
best use is adopted. Many of the countries that use land value make specific reference in their 
legislation to empower this concept, for example in the state of Victoria, the Valuation of Land 
Act 1960 (s.5A) states that in determining the value of land account shall be taken of the 
existing use and the highest and best use which the land might reasonably be expected to be 
put. In Jamaica, legislation permits the taking into account of any other purpose for which the 
land could be used (Land Valuation Act 1957). 

A fundamental aspect to be considered in the assessment of site value is the concept of highest 
and best use. Fisher (1930) defined the concept as: 



‘Highest and best use is that kind of utilisation of land which will enable it to produce, over a 
period of time, the highest net income.’ 

Highest and best use as defined by Boyce and Kinnard (1984) is that reasonable and probable 
use that supports the highest present value, as defined, as of the effective date of the appraisal. 
The highest and best use in context of market value is the most probable use. These definitions 
imply that the determination of highest and best use results from the valuer’s judgement and 
analytical skill, i.e. that the use determined from analysis represents an opinion, not a fact to be 
found. Highest and best use must be reasonable, probable, and proximate (likely to occur soon, 
if not immediately). It is not speculative or conjectural. It may or may not be the present use of 
either the site or the improved property. 

Highest and best use can change over time as external market forces change. These forces 
include effective demand and all its components, public tastes and standards, land use 
regulations (especially zoning), and competition. In addition, the character of the subject 
property itself may change, thereby changing its highest and best use. This is why highest and 
best use is always estimated as of the valuation date. In some instances, highest and best use 
may anticipate the market, provided the conclusion is reasonable, probable, and proximate. 

Sites are always valued as if vacant and available to be put to its highest and best use, when 
market value is to be estimated. In the analysis of highest and best use, valuers must consider 
not only the suitability of the site for existing or proposed use but also its suitability for 
alternative uses. They must discover that use which is most probable from the point of view of 
the typically informed buyer on the market. This is the use that will produce the highest present 
worth of the site. 

The current or present use of the property may differ from highest and best use of the site. The 
existing use will continue, however, unless and until land value in its highest and best use 
exceeds the total value of the property in its existing use. Therefore, the present use of an 
improved property is presumed to be its highest and best use unless it can be demonstrated that 
change is imminent through the impact of market demand or legal (land use control) forces[7]. 

The highest and best use of a parcel of land is normally a question of fact and usually presents 
little difficulty in its determination. In most rural areas, residential and industrial locations the 
highest use of the land is a relatively straightforward issue. However, in transitional areas where 
the predominant land use is slowly changing e.g. a residential suburb seeing an influx of 
commercial activities, or part of the commercial inner city witnessing a decline in fortunes. In 
these cases some certainty of land use needs to be given within the system so as to remove 
issues surrounding values and potential litigation. 

Exceptions to highest and best use 

Related to the identification of the highest and best use of a parcel is the need to protect certain 
existing uses that would not be considered as the highest and best use. This is particularly 
important where the values pertaining to existing use and highest and best use are significantly 
different. No system of property taxation including land value is universally applicable in all 
situations, resulting in measures of relief to be instituted to protect certain classes of property 
and occupiers. As an example, in older established residential areas caught up in changing use 
to commercial/offices, it may be found that the taxes on residential property are excessive if 
assessed on the basis of these higher and potentially more ‘profitable’ uses. To preserve the 
original land use from an early demise, various schemes of relief are utilised, some relating to 
the valuation process as such (e.g. differentials of discounting the actual value to a lower level), 
and others operating outside the realm of assessment (e.g. property categorisation or zoning 
coupled with differential rates). 

http://archive.niassembly.gov.uk/finance/2007mandate/reports/report06_07_08r.htm#footnote-130854-7


A number of these exceptions will now be considered. 

Heritage buildings 

Buildings of historical or architectural importance are often valued on the basis that the current 
use is the only permitted use. This is notwithstanding that historic buildings, particular those 
situated in CBD areas, are often used for uses different to which they were originally designed 
and built. But it does protect them from the highest and best use concept which could 
incorporate a density assumption which would in normal situations require the demolition of the 
building and the redevelopment of the site.[8] 

Relief through special valuations 

In this case property tax relief is available to the owners or occupiers of land where the use of 
the land is different from that permitted by its zoning, and where the value based on existing 
use is higher or lower in value than that based on the zoning The use of special values can then 
be considered. Examples of this type would tend to relate to industrial or commercial land 
located in rural or residential areas or residential land located in predominantly commercial or 
industrial areas. The special values reflect the value of the property in its existing use as 
opposed to any higher or more intensive use. The following are typical categories of property to 
which special values could be applied: 

 SVs of industrial or commercial land in residential or rural areas; 
 SVs of residential land located in commercial or industrial areas; 
 SVs of single or double unit dwellings where values are influenced by demand for multi-

unit housing; 
 SVs for existing use properties; 
 SVs of land subject to special preservation/historic conditions. 

Relief through tax postponement 

One other approach to protect certain land uses is to apply tax postponement. Under this 
approach there is the power to postponement the property tax on farmland of which the value is 
in some way attributable to the potential use to which the land may be put for residential, 
commercial, industrial or other non-farming use. The postponement value of any land excludes 
any potential value at the date of valuation so as to preserve uniformity and equitable relativity 
with comparable parcels of farmland the valuations of which do not contain any potential value. 
Where farmland value has a value higher than existing use value then two valuations are 
required, one for the existing use and the other for the highest and best use. The difference 
between the tax assessed on the lower and higher values is postponed. 

Agricultural land 

In those countries that apply land value taxation agricultural land normally forms part of the tax 
base. Whilst very few countries completely exempt agricultural land it is usually given a certain 
degree of preferential treatment. In most cases land that is de facto agricultural is valued on an 
existing use basis as opposed to highest and best use. In New Zealand and Australia farmland is 
taxed and rated for the municipal property tax. However, in both countries recognition is made 
of the potential differences that can exist between current use value and highest and best use 
value where other competing uses to farmland may apply[9]. 

http://archive.niassembly.gov.uk/finance/2007mandate/reports/report06_07_08r.htm#footnote-130854-8
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Planning Issues 

For a land value system to work effectively it is important that the planning/land use zoning 
system is also efficient (McGill and Plimmer, 2004). As sites have to be valued at their highest 
and best use it is essential that there is clarity and certainty with the land use zoning. Under the 
current planning system there is considerable degree of uncertainty in terms of the likely 
allowable uses of land. This is to an extent due to the lack of a comprehensive and up to date 
set of development plans covering all areas. This has occurred for a variety of reasons including 
resource issues and the protracted nature of the Plan introduction and appeal procedure. It is 
also to an extent due to the fact that such plans and associated planning policies are subject to 
interpretation and legal challenge. In any case the plans would tend to be quite general in terms 
of issues such as density of development allowable or quantity of affordable housing required 
and may in fact zone some land as white land; i.e. difficult sites where any economic use would 
be considered. Developments are subject to approval in line with the Development Plan and 
other planning policies and in many cases this may have a considerable effect on the land value. 

As Lichfield and Connellan (1995) commented, ‘the current development/planning process, and 
the recent attempts at recoupment of development value in Britain bring out the potential 
conflict that arises when land/site taxation is administered alongside a planning system in which 
development rights are not derived from the plan itself but rather from the planning permit 
administered under the system. Therefore, given the flexibility and discretion inherent in the 
planning system there must be uncertainty in the future land use/land value of particular parcels. 
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Annex 1: 
Examples of international land value tax systems 

Australia 

Property taxes in Australia principally comprise the state land tax and municipal rates. The 
former provides revenue for the state with no direct reimbursement to local government 
whereas the latter is the primary source of revenue to local government. The land tax was 
introduced at the national level in 1910 (Taeuber, 1966) and remains a state tax in all states 
including the Capital Territory but with the exception of the Northern Territory. Municipal rates 
are levied on a variety of tax bases the main ones being: 

 • unimproved land value: the amount which the fee simple of the land might be 
expected to realize if sold, assuming any improvements had not been made. 

 • land value or site value: similar to unimproved value except that improvements such as 
clearing, excavating, or grading are not disregarded in determining value. 

 • improved value of land and buildings: is the market value which the property might be 
expected to realize if sold. 

 • rental value of land and buildings: gross or net annual rental value that the land and 
buildings might realize if leased. 

Table 1: Basis of property tax in Australian states and territories 

State/territory State land 
Tax 

Municipal 
rates   

NSW Land Value Land Value  

VIC Land Value CIV/Land 
Value/ARV 72 councils use CIV; 1 LV and 6ARV 



State/territory State land 
Tax 

Municipal 
rates   

QLD Unimproved 
value 

Unimproved 
value 

 

SA Land Value CIV/LV and ARV 50 councils use CIV; 13 LV; 1 ARV; and 4 
combination of CIV and LV 

WA Land Value ARV and LV ARV for urban property and LV for rural 
property 

TAS Land Value ARV  

ACT Land Value LV  

NT None LV  

As can be seen from Table 1 land value is the only basis used to determine assessed land values 
for the state land tax. For municipal rates the picture is more diverse however, the pattern would 
tend to suggest that each of the main basis are widely used. However, if one examines the 
trends in those states that allow municipalities the choice of which basis to use then we see an 
interesting picture. In South Australia and Victoria where municipalities have the choice, the 
trend is towards capital improved value with a move away from land value. 

Fiji 

Before independence Fiji was under British rule (1874 - 1970) and shared in some significant 
aspects of a common colonial heritage with its neighbouring countries Australia and New 
Zealand. Thus the basis for assessing local government rates in Fiji on the unimproved capital 
value System (UCV) was inherited from these two countries. Municipalities in Fiji are self-
financing authorities with a significant part of their operations funded by revenue from the land 
value property tax. 

In the case of Fiji, with the exception of one preliminary government review (Narayan, 1999), no 
empirical research has been undertaken on the rating system. Research by Hassan and Boydell 
(2003) indicates some significant problems with the land value system in Fiji. In particular, there 
are problems with equity and the proffered solution is for the government to consider changing 
the system to one based on capital improved value. However, to date no governmental changes 
have been made to the system. 

Jamaica 

Land Value taxation was first introduced in Jamaica in 1957 following a number of research 
reports into the most appropriate form of property taxation (Hicks and Hicks, 1954; Murray, 
1956). From a study of the proceedings of the House of Representative as recorded in the 
Jamaica Hansard (Session 1956 - 57 No.3), the following was the major objective in introducing 
the Land Valuation Bill (Lyons and McCluskey, 1999). It was considered desirable to introduce a 
tax base which: 

 did not tax a person in the efforts he put into the land; 
 provided a means of taxing values created by the community at large; and 
 discouraged the withholding of land from use. 



Since its introduction in 1957 the land value system has been generally been working well. Two 
recent research reports indicated a number of changes to the tax structure but principally, that 
the basis of the tax should remain as land value (McCluskey, 2002; Sjoquist, 2004). 

New Zealand 

At present in New Zealand local authorities have the choice of three alternative systems on 
which the real property tax or rates may be levied. These systems are firstly, the total value of 
land, buildings and other improvements (capital value); secondly, the site value only 
(unimproved value); and thirdly, the annual value. During the first decade of British colonization 
in the 1840s, annual value was the most extensively used basis for rating, which was in effect an 
adoption of the ‘English system’ of rates. The unimproved value system interestingly was 
rejected by central government in 1893, however, its popularity had been on the increase since 
the depression of the 1880s. After 1896, with the advent of three recognised systems of rating 
available to local authorities, there was a steady move away from annual value and capital value 
rating to unimproved value rating. 

The proportion of territorial local authorities using unimproved values increased from 64.2 per 
cent in 1956 to 76.1 per cent in 1966, while the proportion rating on capital and annual value, 
declined from 29.5 per cent to 19.3 per cent and 6.3 per cent to 4.6 per cent respectively. 
Clearly, over the last fifty years land value based rating has been the dominant system. 
However, since 1985 there has been a noticeable swing back towards the use of capital value. 

Territorial local authorities (TLAs) in New Zealand have always had the legislative right to choose 
the basis upon which to levy property taxes. In relation to the levying of general rates, of the 74 
TLAs, twenty three adopt capital value, fifty use land value with only one employing annual value 
(Auckland City) (McCluskey et al, 2002). In this regard, New Zealand is to some extent unique in 
granting each entity of local government the power to choose its own rating system. Most other 
countries generally prescribe a national/state uniform system of property taxation, with local 
government having no authority to opt for a different approach (Bird and Slack, 2004; 
McCluskey, 1999). Given the ability of TLAs to choose their rating system there has been over 
time a gradual swing away from land value towards capital value (McCluskey and Franzsen, 
2004). The precise reasons for this movement are as yet unclear but could well be linked to a 
number of interrelated aspects such as better reflection of ability to pay, volatility of the property 
market, assessment difficulties and rating incidence (McCluskey and Franzsen, 2004). 

Clearly over the last fifty years land value based rating has been the dominant system however, 
since 1985 there has been a noticeable swing back towards the use of capital value. This tends 
to be more evident within the larger urban areas. Since 1989 a number of territorial authorities 
(TAs) have switched to capital value rating, they include Dunedin (1989), Tasman (1991), Banks 
Peninsula (1992), South Waikato (1993), Invercargill (1994), South Taranaki (1994), Otorohanga 
(1996), Lower Hutt (1997) and Franklin (1999). 

Early attempts to establish a uniform basis of rating in New Zealand were negated as early as 
1896 when the freedom to choose between annual value, capital value and unimproved value 
was clearly established. The Officials Co-ordinating Committee Report (1988) drew attention to 
the various ways that the property valuation focus had been shifted, by bringing in differentials 
and uniform annual charges. The report suggested the introduction of capital value rating would 
reduce some of the pressures giving rise to the use of differential rating. Mainly for reasons of 
local autonomy there has been a perception that a choice of systems was needed. It is claimed 
either capital value rating or land value rating may be more appropriate for an individual 
authority because of the character of the district. It could be argue that land value rating is 
better for rural areas and capital value rating is more appropriate for cities. The report concluded 
that there were good reasons for having one form of rating system nation-wide, but if 



government had no clear preference, then there should be access to both land and capital value 
rating systems. The 1988 Committee indicated the following: 

 capital values are readily established by reference to direct market data whilst land 
values are more difficult to demonstrate and are consequently less readily understood; 

 capital values will continue to be required for other purposes; 
 there is more correlation between ability to pay and capital values than is the case with 

land values; 
 many local authorities ostensibly rating on land value nevertheless derive a significant 

proportion of their rating income from capital value levies. 

As the capital value system is better understood it is likely that there would be less time spent in 
advising ratepayers about the system than is the case with those districts where land value 
rating is used. Land value as a system is not well understood by ratepayers particularly with 
respect to the development improvements and structural improvements. While the land value 
rating system has been a valued system in the past, its benefits are increasingly being 
questioned. Even if one accepts that its strength is the encouragement that it brings to develop 
property it is questionable whether New Zealand is in a developing mode. In addition, land use 
planning through the rating system is not the most efficient mechanism to attain proper land use 
controls. 

South Africa 

Historically land-related taxation in South Africa can be traced as far back as 1677, when the 
Dutch East India Company introduced an agricultural tithe on small-scale farmers who had been 
settling down in the fledging colony located at the Cape of Good Hope. The Dutch introduced 
recognition fees on farms in 1714 and the British (after annexing the colony in 1806) introduced 
quitrent, hut taxes, various forms of land taxes and eventually property rates in the Cape colony 
(and their various other colonies in southern Africa). Introduced in the Cape Colony in terms of 
the Municipal Ordinance in 1836, rates on property have been a source of revenue for primarily 
urban municipalities in South Africa ever since. 

Rates on property, as an annual tax payable by the owner on the market value of property 
situated within municipal boundaries, is levied in terms of one of the following three systems: 

 a site rating system (i.e. taxing only the land, excluding improvements); 
 a flat rating system (i.e. taxing the improved value of the land); or 
 a composite rating system (i.e. taxing both the land and the improvements, but at 

separate tax rates) 

At the time when the reform of the local government sphere commenced in al earnest in 1994, 
the use of the three rating system was rather evenly spread amongst municipalities throughout 
the country, i.e. a third each. The distribution within former provinces however indicate a 
general preference for one or at most two out of the three systems, as indicated in Table 2. 

Table 2: Rating systems used by pre-1994 municipalities in 1993-1994 

Province Site Rating Flat Rating Composite Rating Total 
  No. % No. % No. %  

Cape 4 2.4 89 54.0 72 43.6 165 



Province Site Rating Flat Rating Composite Rating Total 
  No. % No. % No. %  

Natal 34 50.7 1 1.5 32 47.8 67 
Orange Free State 10 19.6 8 15.7 33 64.7 51 
Transvaal 78 88.6 2 2.3 8 9.1 88 
Total/ Percentage 126 34.0 100 27.0 145 39.1 371 

Source: Bell and Bowman, 2002 

The White Paper, published in March 1998, also proposed material changes to the manner in 
which local government is to be financed, citing certain features of the property rates 
dispensation that required reform. And indeed the White Paper (i.e. government policy advisors) 
suggested a simpler and uniform valuation system with regards to tax base is one of the key 
policy objectives of a future rating dispensation. It is, however, also stated that a ‘key decision 
that needs to be taken is whether there should be uniform national system, or whether there 
should continue to be local choice in this matter’. Each of the Provinces were able to determine 
their own property tax basis, but with the passing of the Local Government Municipal Property 
Rates Act (2004) the national government has prescribed that one uniform system for the whole 
country should be applied i.e. capital improved value (McCluskey and Franzsen, 2004; Franzsen 
and McCluskey, 2000). 

Kenya 

The introduction of property taxation, commonly referred to as rating in Kenya is a relatively 
recent phenomenon. It was not until the beginning of the last century that it was introduced by 
the British colonial rule when local governments were created. In an attempt to enable the 
created local authorities to meet the challenges, the British colonial administration tried any 
policy on land management that had worked elsewhere. According to Hicks (1961), the 
campaign for taxing land spread from South Africa into Rhodesia and later to the three British 
East African territories of Kenya, Uganda and Tanganyika (Tanzania). 

Land taxation was introduced in Kenya in 1900, when the first system was applied in Mombasa 
on an annual rental value basis under street cleaning and regulations. The following year, the 
same was applied in Nairobi. In 1923, annual value rating was, however, found wanting as only 
a few properties had been developed. The desire was thus to widen the base of the tax and it 
was not until 1928 that the recommendations of the District Committee to apply unimproved site 
value rating was introduced. In Nairobi, however, this had been introduced in 1920 in conformity 
with the systems then existing in Australia, New Zealand and Western Canada. This was a 
departure from the English system that was found unsuitable in new growing townships. The 
introduction of site value was to a great extent influenced by Henry George’s ideas of a single 
land tax system. 

The Valuation for Rating Act provides for three systems of rating namely: area rating, 
unimproved site value rating and improvement rating. Unimproved site value rating and 
improvement rating apply to urban areas whereas area rating was to be applied to agricultural 
land. Urban authorities are allowed by law to use either unimproved site rating or improvement 
rating or both methods. However, unimproved site value rating has proved to be more attractive 
to local authorities because of its amenability to mass appraisal and simplicity in comparison to 
other methods. In applying site value rating, rates are based on the market value of the 
unimproved bare land, and where the land is developed, the improvements are ignored. 



Improvement rating, however, was only tried in Mombasa but was abandoned after a short 
period of time due to defects in the law (Aritho-Gitonga, 1980). The system never succeeded 
due to its influence on development and also to the fact that by then, many Kenyan towns had 
low levels of development, for instance, buildings which could not be valued with any certainty 
as they were constructed of mud, tin and paper, and the local authority by laws regarded such 
developments as illegal. 
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Introduction 

There are two strands to this research project. Phase 1 of the study involves an initial analysis of 
the raw data obtained from the Land and Property Services (LPS). Before any meaningful 
execution of the data can be undertaken, the files were checked and cleaned for any anomalies. 
This report is based on the findings of the desktop analysis, which essentially is an overview of 
the stock of the vacant domestic property by district council and ward levels, and by property 
type and age. It also gives an estimation on the potential rates revenue that could be raised 
through when a 100% or 50% vacant rate is imposed. However, in order to give confidence as 
to whether a property is vacant, Phase 2 of the study involves some external physical inspection 
of the properties for a number of local government districts. It will consist of a statistically 
representative samples to verify the overall condition of the house and to establish whether 
there are any obvious causes of vacancy on the basis of geographical location, social, economic 
and political circumstances and identify, where possible, any other major reasons for the 
property becoming vacant and/or remaining vacant. 

Data 

The data file received from LPS contained a total of 50,522 properties. The properties were 
valued as of 1 January 2005. On initial review the data required some cleaning as a number of 
properties were found to have missing or blank fields, such as having no NAV recorded, 
inexplicably high NAVs and / or capital values or included other property types such as 
commercial properties. Also, properties with a capital value of less than £10,000 were removed 
and this left a total usable sample of 48,362 (Table 1). It should be noted that the data was 
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based on information drawn from two data sources. The first comprised vacancy information at 
the property level from the Rates Collection Agency. This was then enhanced by property 
attribute data provided by the Valuation and Lands Agency. There are a number of caveats with 
respect to this data including the following; 

 As each property has not been individually inspected, there may be instances where the 
property is in fact occupied. In addition such data can only ever represent the position at 
a specific point in time and unless refreshed regularly currency may become an issue, 
given the dynamic nature of the property market. 

 Public bodies often take advantage of the Landlords Discount – which prevents them 
from claiming vacancy – this may result in public sector vacancy being under 
represented, perhaps to a significant degree. However, as they are not considered to be 
vacant for rating purposes and indeed are currently subject to rating, they would not 
represent a potential addition to the tax base given the introduction of vacant rating. 

 This analysis does not reflect the state of repair of vacant properties. Due to the lack of 
information on the condition of dwellings, it would be a reasonable assumption to make 
that a number of vacant properties may be considered as incapable of occupation or 
derelict. Under the previous rating system those properties would have been attributed a 
nil NAV (not capable of beneficial occupation). However, under the present capital value 
system, they could still attract a capital value (on the assumption of average internal 
repair) if the disrepair was internal. Of course, properties with significant external 
disrepair would be attributed a nil capital value assessment. 

 The analysis takes into consideration the current cap on chargeable capital value of 
£500,000. It does not take account of any initial introductory rate free period, such as 
the three month period under non domestic vacant rating. The revenue potential is 
based upon the current tax rates of regional rate plus individual tax rate for each District 
Council area. 

Table 1: Total Property Sample 

  No. of prop 
Total number of dwellings 50,522 
Cases removed 2,190 
Total useable 48,362 

Table 2 shows the distribution of vacant properties in each district council before and cleaning 
the data. As expected, Belfast has the highest number of vacant properties (9,795) followed by 
Newry & Mourne at just under 3,000 vacant properties. 

Table 2: Distribution of properties in each District Council before and after cleaning 
the data 

  No of prop (Before) No of prop (After) Percent 
Antrim 976 933 1.9 
Ards 1,820 1,735 3.6 
Armagh 1,998 1,943 4.0 
Ballymena 1,259 1,203 2.5 
Ballymoney 674 657 1.4 



  No of prop (Before) No of prop (After) Percent 
Banbridge 1,490 1,443 3.0 
Belfast 10,429 9,795 20.3 
Carrickfergus 740 718 1.5 
Castlereagh 1,055 1,029 2.1 
Coleraine 2,121 2,057 4.3 
Cookstown 1,195 1,119 2.3 
Craigavon 2,545 2,484 5.1 
Derry 2,575 2,481 5.1 
Down 1,920 1,853 3.8 
Dungannon & South Tyrone 2,129 2,012 4.2 
Fermanagh 2,367 2,236 4.6 
Larne 882 842 1.7 
Limavady 845 832 1.7 
Lisburn 2,365 2,292 4.7 
Magherafelt 1,036 1,016 2.1 
Moyle 676 650 1.3 
Newry And Mourne 2,963 2,848 5.9 
Newtownabbey 1,534 1,453 3.0 
North Down 1,946 1,839 3.8 
Omagh 1,741 1,664 3.4 
Strabane 1,271 1,228 2.5 
Total 50,552 48,362 100 

Table 3: Distribution of properties by type 

  Frequency Percent 
111 – Private Built Dwellings 41,363 85.5 
121 – Public Built Dwellings 6,907 14.3 
199 92 0.2 
Total 48,362 100 

Table 3 indicates that over 85% of vacant dwellings are in the private sector. 

Table 4: Distribution of properties by sub class 

  Frequency Percent 
APC – Converted Apartments 3,325 6.9 
APP – Purpose Built Apartment 4,293 8.9 
No of Apartments 7,618  

DET01 – Detached pre 1919 7,855 16.2 



  Frequency Percent 
DET02 – Detached Interwar 1,209 2.5 
DET03 – Detached 1946-65 1,529 3.2 
DET04 – Detached 1966-1990 2,332 4.8 
DET05 – Detached post 1990 3,193 6.6 
No of Detached Houses 16,118  

SDT01 – Semi Detached pre 1919 1,037 2.1 
SDT02 – Semi Detached Interwar 1,561 3.2 
SDT03 – Semi Detached 1946-65 1,594 3.3 
SDT04 – Semi Detached 1966-1990 1,393 2.9 
SDT05 – Semi Detached post 1990 3,865 8.0 
No of Semi Detached Houses 9,450  

TER01 – Terrace pre 1919 6,002 12.4 
TER02 – Terrace Interwar 2,530 5.2 
TER03 – Terrace 1946-65 1,975 4.1 
TER04 – Terrace 1966-1990 2,206 4.6 
TER05 – Terrace post 1990 2,463 5.1 
No of Terrace Houses 15,176  

Total 48,362  

Table 5: Distributions of Houses by Age 

  Frequency Percent 
Pre 1919 14,894 30.8 
Interwar 5,300 11.0 
1946-65 5,098 10.5 
1966-90 5,931 12.3 
Post 1990 9,521 19.7 
Apartments 7,618# 15.8 
Total 48,362 100 

# Apartments do not have age category 

Table 6: Overall Revenue Potential (£) 

 NAV Capital Value Total Rates 
(100% Charge Rate) 

Total Rates 
(50% Charge Rate) 

Mean 155 102,432 636 318 
Minimum 0 10,000 56 28 
Maximum 1,390 1,400,000 3,502 1,751 
Sum 7,502,316 4,953,835,400 30,758,516 15,379,258 



Analysis by Deprivation Decile 

The following figures depict the results of analysis of the vacant property in line with the Income 
Deprivation Domain of the Northern Ireland Deprivation Measures 2005. Key attributes of the 
vacant properties have been aggregated at ward level and the Income Domain score for each 
Ward has been attached. The Wards have then been assigned to deciles according to their 
relative levels of income deprivation. The key property data has then been aggregated to the 
deprivation decile level. Given that there are 582 Wards, each decile contains an initial 58 Wards, 
with the two remaining Wards added to deciles five and six. 

It was then possible to analyse the vacant property according to the relative levels of 
deprivation. Figure 1 depicts the overall number of vacant properties in each of the deciles. 
Whilst not a perfectly correlated relationship, there is a distinct trend suggesting that as the level 
of income deprivation increases, the level of vacancy also increases. This would intuitively 
suggest that in more deprived areas there will be lower property values, less demand for 
properties and a generally weaker market. Such areas are likely to feature higher numbers of 
older, lower quality property with more cases of property in a poor state of repair – all issues 
likely to result in a property falling vacant. Also, the most deprived Wards in NI have witnessed 
considerable social and political instability with associated depopulation, particularly in interface 
areas. 

Figure 1: Number of Vacant Properties by Deprivation Decile 

 

Figure 2 depicts the total Capital Value of vacant properties in each decile. The results do appear 
to correspond with the previous chart. Despite the trend of rising occurrence of vacancy as 
deprivation increases, there is a trend towards falling total capital values and thus average 
values as deprivation increases. Therefore it appears that as deprivation rises, vacancy also rises, 
yet the value of those vacant properties falls. 

It is also clear that the vacant properties in the low deprivation Wards are, on the whole, 
relatively high value properties which may be more likely to be vacant by a conscious choice of 
the owner. At the other end of the spectrum very deprived Wards witness larger numbers of 
lower value properties, often due to market, social and political difficulties. These properties are 
perhaps more likely to be vacant not by design, but by necessity. 

Figure 2: Total Capital Value by Deprivation Decile 



 

These results have some significance with regard to the feasibility of introducing vacant rating. It 
could be argued that these results suggest that such a policy would be TSN positive, in that the 
incidence generally falls heavier on the more prosperous Wards. This is, to an extent, countered 
by the fact that in the poorer wards more properties are affected, and in fact the most deprived 
decile contributes significantly – largely due to the overall numbers of vacant properties within it. 

It is clear that the higher numbers of property are in the lower value ranges, presenting tax 
efficiency problems – i.e. the cost of collection as a percentage of revenue raised will be 
lowered. Therefore if a concerted effort is made to collect all the vacant rates due, efficiency will 
be affected. On the other hand, it is clear that the tax base is quite skewed towards the higher 
value properties. This means that if a pragmatic approach to enforcement were adopted, with 
collection effort concentrated in the wealthier areas and higher valued properties, efficiency 
could be improved. 

This analysis is borne out by Figure 3 which depicts the yield from vacant rating at deprivation 
decile level under to scenarios, charging at 100% of occupied level and also at 50% of occupied 
level. 

Figure 3: Potential Revenue at 100% & 50% Charging Rate 

 

Figure 3 indicates the revenue potential of each decile. It is again fairly clear that as the level of 
income deprivation rises, the potential yield from vacant rating falls, as would be expected. It 
would appear that introduction would follow the law of diminishing returns in terms of enforcing 
vacant rating in more deprived areas, particularly at the 50% level. However given a pragmatic 



approach to collection enforcement and introduction at the 100% level, it could provide a 
significant contribution to the public purse. 

Caravans and Garages 

Table 7: Distribution of Caravans and Garages in each District Council 

  Frequency Percent 
Antrim 32 2.0 
Ards 55 3.5 
Armagh 33 2.1 
Ballymena 40 2.5 
Ballymoney 8 0.5 
Banbridge 34 2.2 
Belfast 510 32.4 
Carrickfergus 19 1.2 
Castlereagh 21 1.3 
Coleraine 37 2.4 
Cookstown 36 2.3 
Craigavon 45 2.9 
Derry 74 4.7 
Down 49 3.1 
Dungannon & South Tyrone 70 4.5 
Fermanagh 78 5.0 
Larne 30 1.9 
Limavady 7 0.4 
Lisburn 57 3.6 
Magherafelt 4 0.3 
Moyle 14 0.9 
Newry And Mourne 92 5.8 
Newtownabbey 68 4.3 
North Down 87 5.5 
Omagh 41 2.6 
Strabane 32 2.0 
Total 1,573 100.0 

  

  Frequency Percent 
Caravans 339 21.6 
Garages 1,234 78.4 
Total 1,573 100.0 



  

  Frequency Percent 
111 – Private Built Dwellings 1,323 84.1 
121 – Public Built Dwellings 234 14.9 
199 – 16 1.0 
Total 1,573 100.0 

Table 8: Overall Revenue Potential for Caravan and Garages 

  NAV Capital Value Total Rates 
(100% Payable) 

Total Rates 
(50% Payable) 

Mean 20 3,757 23 12 
Median 13 2,250 15 7 
Minimum 0 0 0 0 
Maximum 1,345 100,000 584 292 
Sum 31,714 5,910,200 36,531 18,266 
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26 October 2007 

Dear Shane 

Response to CFP on NIFRC Paper on the Rate Relief Scheme 

The Northern Ireland Fair Rates Campaign (NIFRC) submitted a note to the Committee for 
Finance and Personnel on 24 October 2007. The Committee has referred the note to the 
Department for comment. 

The note makes several claims around the number of ratepayers claiming rate relief and the 
amounts awarded through this scheme. It focuses in particular on the figures relating to the 
enhanced rate relief for pensioners agreed as part of the St. Andrews measures. 

The points raised by the NIFRC in their note contain several errors. 

Firstly, the figures shown in terms of the number of claims received for rate relief do not include 
those that were in receipt of partial housing benefit before the introduction of the new rate relief 
scheme and who were automatically assessed for rate relief without the need for an application. 
Therefore, these recipients are not counted among the application totals presented in the note. 

A further problem with the figures provided by NIFRC is that they do not include those from the 
social and private rented sectors who are in receipt of rate relief. The housing benefit and rate 
relief schemes are administered by two different Government agencies. Land and Property 
Services (LPS) administer the schemes on behalf of the owner occupied sector. The Northern 
Ireland Housing Executive (NIHE) administers the schemes for those in the social and private 
rented sectors. The figures given in the note relate only to those administered by LPS. 

The total number of claimants is therefore incorrect and they are wrong to suggest, therefore, 
that approximately 34,000 of the 44,000 ratepayers who were estimated to benefit from the 
scheme will not do so. 

The NIFRC appear to suggest that if claims for relief are not made or processed within a 
particular financial year, then this revenue is lost to the claimant and would instead be reclaimed 
by the Exchequer. 

Awards of housing benefit and rate relief, if eligible, are awarded from the time of application. If 
applications are not processed within the financial year they are made, the applicant does not 
lose out. In addition, pensioners who apply for housing benefit / rate relief can be backdated 
payments up to 1 year prior to an application. Other ratepayers may also receive backdated 
payments where there are mitigating circumstances to support this. 

Furthermore, the rate relief scheme is funded locally through DEL and therefore has no impact 
on the “benefits bill element of the block grant”. 



The NIFRC suggest in their note that the discrepancy between those estimated to benefit and 
those who actually do is the reason why the £4m set aside for the enhanced pensioner rate relief 
was distributed through the personal allowance element of the rate relief scheme. 

This was not the case. The preferred mechanism for allocating this additional relief (increasing 
the pensioner personal allowances in the scheme) was decided upon following the 
recommendations of a working group established by the Department and which included 
representatives of Age Concern and Help the Aged, as well as Professor Eileen Evason who is a 
highly regarded expert in the benefits field. This option was viewed as the best approach to 
ensure that those in most need, particularly single pensioners, received greatest support. 

The note does raise important issues around the problem of take up among some groups, 
particularly pensioners in the owner occupied sector. The Committee will be aware that the 
Department has acknowledged this as a key issue which must be addressed as part of this 
further review. 

The Department has listened carefully to the views of the Fair Rates Campaign throughout the 
review process and I have brought these to the attention of the Committee. Their concerns are 
taken seriously and the positive contribution they have made to this review through the 
Department’s consultation is appreciated. 

Norman Irwin 
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The recent change in the domestic rating system, from rental to capital basis, has attracted 
significant media coverage. There have been various criticisms of the new system. This briefing 

outlines the details of, and rationale for, the new system and documents the key issues 
highlighted in the media to date. 
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1. Introduction 

Recent changes to the domestic rating system in Northern Ireland (NI) have attracted 
considerable media coverage. Criticisms have arisen in respect of the new Capital Value (CV) 
based system, and particularly following the reported miscalculations in this respect. Other 
concerns relate to the level, and take-up, of available reliefs. This paper outlines the changes to 
the rating system, concerns highlighted in the media, and the procedures / outcomes of the 
appeals process. 

2. Background 

The domestic rating system in Northern Ireland has recently been amended. Having previously 
been based upon rental values, rates are now calculated on the basis of capital values, using a 
revaluation date of 1 January 2005[1]. Unlike Great Britain, the new system in NI values 
properties ‘individually’, rather than by grouping similarly priced ‘bands’. This decision was 
considered to be favourable in ensuring an equitable system.[2] 

The changes have been introduced to address the perceived unfairness of the old system, and to 
redistribute rate liability. They are a result of the consultation outcomes of the Review of Rating 
Policy in NI in 2000. The Executive commissioned this, arguably overdue, review; the last one 
was conducted in1976 and was based on 1960’s rental values. In addition to enabling rate 
redistribution, the new system is argued to better reflect the changing structure of the current 
property market – namely, increasing owner-occupancy.[3] 

3. How are Capital Value rates calculated? 

“Capital Value” (CV) is defined as the amount for which the property could reasonably have sold 
on the open market.[4] In the determination of rate liability, a cap of £500,000 has been 
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enforced. This means that for homeowners with a property worth in excess of this, their rates 
are calculated on the basis of the £500,000 cap, not the actual value. The rateable capital value 
is then multiplied by an area-specific factor, which is the combination of the domestic regional 
rate and the domestic district rate[5]. The various district rates are outlined in Appendix 1. The 
CV system means that domestic rate liability broadly equates to about £60 for every £10,000 of 
capital value[6]. Average domestic rate bills, by region, are generally higher under the new 
system – details are attached in Appendix 2. 

3.1. Rate Relief Scheme 

To ensure an ‘ability to pay’ basis, relief will be provided to low-income households, who are just 
beyond the thresholds of the statutory Housing Benefit Scheme or who are in receipt of partial 
Housing Benefit. For those currently in receipt of Housing Benefit, the relief will be automatic – 
otherwise application is necessary. It is estimated that 40,000 households could receive 
assistance under the new scheme, with an average of £270 being awarded. 

3.2. Disabled Persons Allowance (DPA) 

Relief will apply to properties that have been modified to meet the disability needs of a 
homeowner. Upon (approved) application, a standard 25% reduction will be enforced.[7] 

3.3. Full Time Training & Education Allowance 

Having been identified as an important stage in young peoples’ development, relief will apply to 
those in full time training / education. Where a property is occupied solely by: those in full time 
education; 16/17 year olds; and young people leaving care, no rate will be payable. This 
allowance will also extend to people in full time training and education, including degree courses, 
teacher training, nursing, etc[8]. Applicable individuals can apply for this relief whether they own 
or rent their accommodation. Alternatively, a landlord can apply for relief in respect of tenants. 
However, the landlord must prove that the benefits will be passed on to the tenants – for 
example, through reduced rental cost. 

3.4. Transitional Relief 

For some homeowners, transition to the CV system will have resulted in a significant rate 
increase. Transitional relief is available for the ratepayers who are most affected. Ratepayers 
facing an increase of more than 33% will automatically be eligible for three years of relief, 
(application is not required), as follows:[9] 

 Year 1 (1 April 2007 – 31 March 2008) – relief is provided on the full amount over the 
33% threshold; 

 Year 2 (1 April 2008 – 31 March 2009) – relief is provided on two-thirds of the amount 
over the 33% threshold; 

 Year 3 (1 April 2009 – 31 March 2010) – relief is provided on one-third of the amount 
over the 33% threshold. Thereafter, ratepayers will be liable for the full amount. 

It is estimated that 100,000 households will receive transitional relief, with an average award of 
£178 in 2007/8. 

4. Recent events / media coverage 
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In July and August 2006, notification letters were distributed, advising homeowners as to the 
capital value of their property, and the associated (future) rate liability. Capital values were also 
published on the Department of Finance & Personnel (DFP) website at this stage, to enable local 
comparisons. 

In April 2007, homeowners received confirmation of the amount for which they were liable. 
Numerous households have since disputed these bills, resulting in extensive media coverage of 
the claimed miscalculations, and other associated criticisms. Specific, post-implementation issues 
that have arisen are as follows: 

4.1. Leaflet Error 

The first criticisms occurred in relation to an error on the explanatory leaflet, ‘Information about 
your Rates Bill’, which was sent out with the bills in April 2007. The leaflet mistakenly omitted 
the phrase ‘would have´ from the following sentence: 

“if your rate bill has increased by more than 33 per cent above the amount you would have paid 
in rates for this property under the old NAV system, transitional relief will be provided 
automatically over a three year period”. 

As a result, the level of available relief was misinterpreted, with people overestimating their 
entitlement. Some 14,000 phone calls were made in the next three days[10]. The media 
reported this “massive error” as having “left many people, who budgeted according to 
information given on their leaflet, out of pocket.”[11] However, a Land and Property Services 
(LPS) spokesman disputed the validity of this claim, pointing out that the leaflets had been “sent 
out alongside the bills and could not have been the basis of long-term budgets”. 

4.2. Accuracy of initial bills 

Concerns have arisen because a significant number of the bills were disputed on the basis of the 
capital valuation applied. Involving some 700,000 properties, the revaluation exercise was a 
considerable undertaking.[12] However, the incidence of reported inaccuracies has nonetheless 
been described as ‘alarming’’[13]. Officials say 56,000 people queried their property valuations, 
half of which requested a review.[14] 

A ‘review’ is the first step of the three-stage appeals process: 

 The first stage involves a review by a District Valuer, from Land and Property Services. 
Applications are at this stage considered ‘informal’; 

 The second stage involves an appeal to the Commissioner of Valuation. From this stage 
the process is defined as a ‘formal’ one, (the term ‘review’ is replaced with ‘appeal’); 

 Thirdly, an (formal) appeal is made to an independent Valuation Tribunal, which will be 
under the auspices of the Northern Ireland Court Service. 

On 15 April 2007, approximately 15,000 reviews had been conducted; the outcomes are 
summarised below: 

Informal reviews completed (Pre 
31/03/07) Reviewed Increased Decreased No 

change 
Ballymena 1,513 317 669 527 
Bangor 840 127 493 220 
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Informal reviews completed (Pre 
31/03/07) Reviewed Increased Decreased No 

change 
Belfast 3,548 382 1,777 1,389 
Craigavon 1,789 237 911 641 
Lisburn 2,868 461 1,515 892 
Londonderry 2,668 667 1,076 925 
Omagh 1,693 252 728 713 

Total 14,919 2,443 
(16%) 

7,169 
(48%) 

5,307 
(36%) 

Source: www.publications.parlianet.uk 

Fourteen formal appeals had also been completed by this date; 13 of which resulted in a 
reduction in the rate payable. Thus, of the 14,933 informal / formal re- assessments conducted 
thus far, almost 64% have been confirmed inaccurate. However, Land and Property Services has 
defended the appeal outcomes, describing it as ‘reasonable’ that less than 2% of the 700,000 
revaluations have resulted in correction.[15] 

4.3. Appeals Process 

The effectiveness of the appeals process has been debated. On 25 April 2007, it was estimated 
that 13,000 households were still awaiting a visit from the surveyor. This delay in the first stage 
of the appeal process has been criticised, since homeowners must continue to fund the proposed 
over-payment until the backlog is cleared. 

Furthermore, it is claimed that large numbers of homeowners were unable to establish initial 
contact with the domestic rates help line (to enable appeal). However, LPS claim to have 
substantially increased the number of phone lines, the number of staff available to answer calls, 
and have introduced a new call handling system. The agency answered over 27,000 calls during 
the week commencing 16 April 2007, and the Government have deemed this response 
“sufficient”.[16] 

4.4. Relief Available 

Domestic rate reliefs have been criticised in terms of both extent and take-up: 

Absence of Single Person Relief: The new system has been described as ‘discriminatory’ based 
on the lack of a relief for homeowners living alone. A ‘single person’s’ relief of 25% exists in the 
rest of the UK. The absence of this concession is particularly controversial in the context of 
pensioners. Help the Aged and Age Concern suggest, in a joint submission, that a rates charging 
system should be based on ability to pay and not the capital value of the property. They argue 
strongly for 25% discount for single person / pensioner households.[17] 

Cap Level: The Northern Ireland Fair Rights Campaign (NIFRC) argues that the maximum capital 
value cap should be set at £300,000, rather than £500,000. They propose this on the basis of 
caps elsewhere in the UK: Scotland £212k; Wales £425k; England £320k. 

Student Relief: The proposed student relief is also criticised on the basis that it will benefit 
landlords rather than students. However, the new system has allowed for this contingency: in 
order for a landlord to be entitled to this form of relief, he/she must prove that the benefits will 
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be passed on to students (for example via reduced rental cost). Thus this relief does offer an 
(indirect) benefit to students. 

Disability Relief: The NIFRC suggests that a 25% discount should be applicable for all people 
with disabilities, and not just to those with housing adaptations, as is currently the case. 
However, it is worth noting that approximately 234,000 individuals can be deemed to be 
disabled, based on those in receipt of Disability Living Allowance / Attendance Allowance.[18] 

Relief Take-Up: Exact figures as to the take-up of reliefs are not yet available. However, Help the 
Aged and Age Concern have both expressed concerns about the level of take-up and advocate a 
targeted communication strategy, together with comprehensive monitoring of take-up levels. 

4.5. Other criticisms 

 It has been suggested that a system based on capital values is inappropriate given the 
current conditions in the NI property market. Rapidly increasing property prices have led 
to concerns about the implications of this upon future rate liabilities. Since income levels 
are not rising at the same pace as local house prices, it is argued that there is an 
affordability implication therein. Further, there is a belief that the system will 
become “much more unfair with the next valuation in 2010 when properties probably will 
be valued more correctly.”[19] However, it should be noted that the implications of rising 
property values are frequently misunderstood; the determination of rate liabilities post 
revaluation might be on a revenue neutral basis. 

 The ongoing debate regarding corporation tax is relevant by association – the argument 
there is that differential tax rates may not be permissible within the UK. Why then should 
this be different for rates, also a form of tax? However, rates, (unlike corporation tax), 
are a devolved matter. 

[1] The review was constrained by the Northern Ireland Act 1998, under which most 
taxation issues are outside the powers of local administration. 

“Proposal for a Draft Order in council”, The Rates (Amendment) (Northern Ireland) Order 
2006, 27 July 2006 

[2] The University of Ulster carried out a specially commissioned study in this regard: 
‘Examination of Options for a Capital Value System’ (2003). This was done as part of the 
Rating Review. 

[3] Over 70% of houses are now owner-occupied 
(“Proposal for a Draft Order in council”, The Rates (Amendment) (Northern Ireland) 
Order 2006, 27 July 2006) 

[4] It is assumed that properties have the same standard of kitchen and bathroom for 
their age, type and location. 

[5] Regional Rate - contributes to regional public services provided by departments, 
approved by the Assembly. 
District Rate - contributes towards local services provided by district councils. 

[6] “Rates demands cut for thousands”, Belfast Telegraph, 25 April 2007 
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[7] Existing DPA recipients receiving less than 25% will receive the 25% reduction. 
Those currently entitled to more than this will retain their entitlement (until / unless their 
circumstances should change). 

[8] Full exemption from rates will also be provided on University Halls of Residence. 

[9] The basis for comparison is the amount which would have been payable in the 
current period, under the old system 

[10] “Apology issued over rates error”, Irish News, 19 April 2007 

[11] Naomi Long, of the Alliance Party, made this assertion on the BBC Ulster’s Nolan 
Show. 

[12] The cost of this exercise was estimated at £7.5 million (“Proposal for a Draft Order 
in council”, The Rates (Amendment) (Northern Ireland) Order 2006, 27 July 2006). 

[13] “Rates rebate time bomb starts ticking”, Belfast Telegraph, 26 April 2007 

[14] “Rates demands cut for thousands”, Belfast Telegraph, 25 April 2007 

[15] “Rates rebate time bomb starts ticking”, Belfast Telegraph, 26 April 2007 

[16] www.publications.parliament.uk 

[17] “Report on Comprehensive Spending Review and Programme for Government; 
Rates Charges; and Water Reform”, Committee on the Programme for Government, 
Fourth Report, 2006/2007 

[18] 2006 figures 

[19] “Appeals successful in rates bills fiasco”, Belfast Telegraph, 25 April 2007 
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Research Papers are compiled for the benefit of Members of The Assembly and their personal 
staff. 

Authors are available to discuss the contents of these papers with Members and their staff but 
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1. Introduction 

In view of the forthcoming Rating Review, this paper considers the feasibility of various long-
term alternatives to domestic rates for implementation in Northern Ireland (NI). Previous studies 
of local authority funding are considered, and the implications for Northern Ireland summarised 
in each case. The paper focuses on those options which have previously been considered viable 
in a UK context, namely taxes on property and income. It emerges that much of the recent 
evidence supports the existing rating system of “individual capital valuation”. 

2. Background 

The new system of domestic rating, introduced in April 2007, has been heavily criticised[1]. The 
majority of criticism relates to the perceived unfairness of the system. Specific concerns include 
what is considered to be the lack of reliefs available (there have been calls for a single person 
relief) and the professed shortcomings / take-up of those that are on offer (student relief and 
disability relief).[2] Other criticisms have focused on the claimed inaccuracy of valuations and 
the related appeals process. It has also been argued that a property-based tax system is 
ineffective in the context of the pressurised local housing market. These issues have resulted in 
the recent announcement of a formal Rating Review.[3] 

3. Context 

The review will be a two-fold one, and will be concerned with: 

i. Identifying ways of improving the new system that can be implemented in April 2008; and 

ii. Examining alternatives to the new system as a means of identifying options for longer 
term change. 

This paper is concerned with the latter consideration, and will examine the following options for 
local taxation: 

 Banding of house values (a Council Tax type system) 
 Local income tax 
 Income tax-varying powers (as per Scotland) 
 Local sales tax 
 Poll tax 
 Tourist tax (as recommended in the Lyons report) 
 Road charging 
 Green taxes 
 Land value taxation 
 Derelict land taxation (as recommended in the Lyons report) 
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The previously undefined possibility of a local ‘MOT charge’ (an additional charge on the cost of 
MOT), as advocated by the Director of the Economic Research Institute of Northern Ireland 
(ERINI), Victor Hewitt, is considered under “Green taxes”. 

4. Legislative Implications 

Under the Northern Ireland Act 1998, most issues of taxation are beyond the powers of a local 
administration and there can be no interference with, or duplication of, the national taxation 
system. The issues under consideration in this paper would therefore require new primary 
legislation and, in some cases (e.g. in relation to income tax and sales tax), a change to the 
original Act. 

However, the current legislation does not represent a barrier to the implementation of any new 
‘charges’ which don’t involve the introduction or modification of any existing national tax. In 
2003, the Local Government Act conferred charging powers which means that local authorities 
have a variety of powers to charge for different services. Consequently, the ‘MOT tax’ option, 
which is discussed in Section 7.8, is a legislative exception in that no amendment would be 
required.[4] 

5. Previous Studies of Alternative Tax Options 

Many of the options listed in Section 3 have been the subject of previous studies. The main UK-
based studies on the alternative options for local funding include: 

5.1 The Layfield Committee, 1976 

Although published in 1976, the Layfield Report remains an influential document; researchers 
still refer to it in related studies. Described as “a benchmark for subsequent studies[5]” (into 
alternative local tax systems), this committee was formed in response to adverse reaction to 
inflationary rate rises in Britain in the early 1970s.[6] Reporting in 1976, the majority of the 
committee favoured a local authority system with greater financial autonomy. Layfield regarded 
local income tax as the only serious candidate for a new source of local revenue.[7] However, no 
reform took place; the post-1979 Conservative Government published a Green Paper in 1981, 
which again considered alternatives to domestic rates, as follows: 

5.2 “Alternatives to Domestic Rates”, 1981 Green Paper 

A 1981 Green Paper dealt with the rating situation in England, Scotland and Wales, and 
considered the ways in which domestic rating might be improved / substituted. The study 
focused on three possible new forms of taxation:[8] 

 a local sales tax; 
 a local income tax; and 
 a poll tax. 

5.3 “Paying for Local Government” 1986 Green Paper 

This Green Paper paved the way for the introduction of the Community Charge (the “poll tax”) in 
1989. The poll tax was introduced in Scotland in 1989, one year earlier than in England and 
Wales, following the abolition of domestic rates. The community charge was very unpopular and 
by January 1990, 421,400 cases of non-payment were being pursued.[9] Council tax was 
therefore introduced in the 1990s, in response to a 1991 Consultation Paper. 
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5.4 “A Fairer Way”, Local Government Finance Review Committee, 2006 

In their “review (of) different forms of local taxation” in 2006, the Scottish Government Finance 
Review Committee (the Committee) considered a variety of domestic tax options, which fell 
under the following four broad categories: 

 Taxes on income (e.g. local income tax) 
 Taxes on wealth, including land and property (e.g. domestic rates, land value tax) 
 Taxes on people, usually at a flat rate (poll taxes) 
 Taxes on transactions and products (e.g. local sales tax, specific additional taxes on fuel, 

tourism, chewing gum, alcohol) 

The Committee concluded that only taxes on income and property were worthy of a more 
detailed consideration. 

5.5 Lyons Inquiry into Local Government, March 2007 

The terms of reference of this recently published inquiry, included: recommendations on the 
reform of council tax; consideration of shifting the balance of funding; and an analysis of other 
options for local taxation, including local income tax; non-domestic rates; and other local taxes 
and charges. Lyons made a series of recommendations (listed at Appendix 1) on various 
systems, which will be outlined in the appropriate sub-sections. 

6. General Considerations in Assessing Different Tax Systems 

A model of important criteria for a local taxation system has been provided in the Terms of 
Reference for the current Rating Review (refer last weeks pack). However, these do not directly 
equate with those identified as important in previous studies. The 2006 study “A Fairer Way” was 
required to “review the different forms of taxation….against criteria set by the Executive[10]”. 
However the study identified other important factors which were not set out in the original 
criteria; they differentiated between the resultant criteria on the basis of importance; ranking 
them as ‘high’, ‘medium’ or ‘lower’. The report identified the following factors as being of ‘high 
importance’[11]: 

 Size of the Tax Base: The size of the tax base (the number of people / households 
who would be liable) is important in ensuring that the burden of tax is spread as evenly 
as possible. 

 Fairness: This emerged as by far the most important criterion amongst the Scottish 
public in their satisfaction, or otherwise, with council tax systems. Whilst clearly a highly 
subjective concept, a number of interpretations of ‘fairness’ were identified. ‘Ability to 
pay’ was the most common[12]. Other indicators included: ‘effect on pensioners’; 
‘relationship between property value and rate liability’ (the public indicating that this 
should be positive); and ‘reliefs available for poor people’. 

 Relationship to Benefits System: A tax model’s ‘relationship to the Benefits System’, 
and its reliance thereon, was identified as a vital consideration in providing a degree of 
fairness. For example, in Great Britain, Council Tax Benefit is considered crucial to the 
present council tax system; benefit is paid to those who are eligible for payment and 
deducted from their council tax bills by local authorities. 

 Ease of Assessment, Collection and Payment: The “collectability” of different types 
of tax was identified by the Executive as an important issue. The ease of payment, for 
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the taxpayer, was also considered noteworthy. For example, it has been argued that 
offering taxpayers more flexible payment terms can make a tax more affordable. 

 Stability and Predictability: Tax revenue must be both predictable and stable; 
authorities must be assured of the funding they require to deliver services and to enable 
expenditure planning. Predictability is also important from the point of view of the 
taxpayer, enabling a reasonably clear expectation of tax liability. 

 Transitional Issues: It is also important to consider how best to bring an “old system” 
to a close, and start a “new” one. For example, it might be considered whether a new 
system should temporarily run parallel to the old one, or should transitional 
arrangements be applied. 

The Scottish study also identified a number of other considerations, which were classified as 
being of either medium or lower importance. Appendix 2 categorises the entire criteria by 
relative importance. 

7. Comparative Analysis of Alternative Options 

This section considers the various long-term alternatives to domestic rates, as summarised in 
Section 3. It will include the previously unspecified alternative of an ‘MOT tax’, as suggested by 
Victor Hewitt, Director of the Economic Research Institute of Northern Ireland, (ERINI)[13]. 

7.1 A Reformed Domestic Rating System: Banding of House Values 

The current domestic rating system in NI incorporates an ‘individual’ (or ‘discrete’) assessment 
approach to capital valuation, (property values are assessed individually). This was selected in NI 
in preference to the alternative ‘banding’ methodology, despite the fact that banding is used in 
the council tax system in Great Britain. This section considers the arguments for changing the 
local rating system from an individual assessment basis, to a banded one. 

The Rationale for Individual Capital Assessment in NI 

It is suggested that individual assessment results in a more accurate and equitable outcome than 
banding, and that this explains its prevalence in various international countries[14]. In the NI 
case, the adoption of individual assessment was on the basis of a specially commissioned study. 
In March 2003, the Government commissioned work by the University of Ulster 
entitled ‘Examination of Options for a Capital Value System’. The study analysed house sales 
data in NI over the period 1998-2002, adjusted to a common valuation date of 1 April 1999, 
(selling price was used as a proxy for capital value). The dataset contained 46,407 properties, 
representing approximately 7% of dwellings in NI. The study found that an individual approach 
was more progressive than a banded one, hence its implementation[15]. 

It is worth noting that there is a potentially debatable aspect to the decision to introduce 
‘discrete capital assessment’ for NI. The study was undertaken in 2003, under very different 
property market conditions, using associated estimates of capital values. The applicability of this 
model to the current environment might be debated. Specifically, the analysis suggests that 
occupants of lower value properties (below £149,000) would be more likely to have lower rates 
bills – hence the assumption that is was more ‘progressive’[16]. However, the entire distribution 
of property values has changed since the study. A survey by the University of Ulster in 2007 
showed that the average house price in Northern Ireland is £215,590[17]. This is compared with 
the results of the same survey in 2003, in which the average value was reported at 
£105,779[18]. Substantially fewer properties would now fall within the ‘below £149,000’ range, 
within which a fall in rates was anticipated. This factor might be considered in the forthcoming 
review and in any re-assessment of the individual vs. banding approaches. 
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The Arguments For/Against a Banded Approach 

The council tax system in Great Britain is a banded property tax. It was introduced in 1993 to 
replace the community charge (poll tax)[19]. Council tax involves allocating each residential 
property to one of eight bands, according to value. The band to which a property is assigned 
determines the basic bill for each household. There is a range of discounts, such as single person 
allowance, which has the effect of reducing tax liability by 25% for single adult households. The 
‘charge application ratio’ is also enforced, which ensures that those in the top value band pay 
exactly 3 times the amount of those in the bottom value band (all other things being equal) – 
this avoids any disproportionately high tax bills. 

In March 2007, the Lyons Inquiry, in its review of the existing system, recommended 
that: “council tax should be retained as a source of revenue for local government”, thus 
endorsing its relative effectiveness on the basis of various criteria. However, this was 
inconsistent with the 2006 study “A Fairer Way”, which recommended the abolishment of council 
tax in favour of an individual assessment property system. The Scottish study found that banding 
was less progressive, and less “fair”. Lyons has also acknowledged the regressive nature of 
Council Tax. He acknowledges that the current system of Council Tax Benefit, whilst designed to 
offset this effect, does not “noticeably alter” this “regressiveness”[20]. However, to address this 
issue, he does not recommend individual assessment, rather the introduction of additional 
‘bands’. His argument for doing so is the considerable upheaval which would be associated with 
valuing individual properties. 

For Northern Ireland, a key advantage of ‘banding’ over individual assessment, namely avoiding 
the need for (and cost / time implications of) individual valuations, is not applicable. Since the 
valuation process has already been carried out, there would therefore appear to be no benefit to 
moving to a ‘banded’ methodology, (however, upon revaluation in 2010 this would become a 
relevant consideration). An important aspect of council tax, which might be noteworthy for NI is 
the ‘single persons relief’. The lack of this relief in NI has been the subject of significant criticism. 

Summary Implications for Northern Ireland 

 Changing distribution of property values might question robustness of original decision to 
introduce individual assessment; 

 Benefits of property based tax system apply equally to individual / banded approaches 
(i.e. difficult to evade, reasonably simple and inexpensive to collect, provides a stable 
and predictable yield); 

 The evidence is split: one study recommended the abolition of council tax, the other its 
retention; 

 A banded approach is generally considered to be comparatively less progressive[21]; 
 Single Person’s Relief might improve the perceived “fairness” of local system; 

7.2 Local Income Tax 

The previous UK-based studies have reported relatively favourably on the prospect of a local 
income tax; however none have actually recommended its implementation. In terms of the 
practicalities of enforcing a local income tax, the financial implications of full and partial income 
tax replacement (of council tax) are as follows[22]: 

 Full replacement: To fully replace revenue earned from council tax (£22 billion) with 
an income tax would have involved an additional 7.7 pence on the basic rate of income 
tax in 2006-07; 
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 Partial replacement: To replace approximately half of council tax would require an 
average local rate of 3.9 pence on the basic rate of income tax[23]. 

The Layfield Committee gave qualified approval to one form of local income tax as 
a supplement to domestic rates, but not as a substitute. It concluded that this was “the only 
feasible major new source of revenue” for local authorities[24]. However, the Committee 
recognised the likelihood of problems and that the associated cost would be substantial. The 
1981 Green Paper also defined income tax as amongst the potentially feasible options for 
England, Scotland and Wales. The most straightforward means of implementing a local income 
tax was identified as being integration with the present national income tax system. However, it 
was suggested that this would be a complicated undertaking, and that there would be difficulties 
arising from central and local government sharing the same tax base. 

The Scottish study, 2006, also short-listed income tax as worthy of further consideration. 
Further, it revealed that there were higher levels of public satisfaction and lower levels of 
dissatisfaction (37% and 35% respectively) with income tax than with council tax, (21% and 
60% respectively). The analysis found that any local income tax system, for practical reasons, 
would need to operate in parallel with the UK tax system[25]. This implied the use of the same 
allowances and tax bands, and assessment and collection procedures. It was concluded that a 
nationally set local income tax would be less complex and cheaper to apply than a locally set 
one. 

However, in comparison with a property tax, the authors of “A Fairer Way” (2006) favoured 
property, suggesting that it was more difficult to evade and could be collected locally. It 
concluded that a local income tax should not be introduced, either as a replacement for council 
tax, or as a supplementary tax. Similarly, in March 2007, the Lyons review did not recommend 
the implementation of a local income tax in Britain in the short or medium term. Lyons 
highlighted that the public underestimated the impact that a move to income tax would have on 
tax liability. He explains that moving away from property-based taxation towards income tax 
would result in a significant redistribution of the tax burden, away from retired households, and 
onto the working age population. Nonetheless, Lyons did acknowledge that it was a theoretically 
feasible option for Britain, and that it remained a choice for future. 

Summary Implications for Northern Ireland 

 Some support for this type of tax, primarily based on the perception that it is “fair”; 
 Would be more progressive to overall income than council tax[26]; 
 Might be a feasible option for NI, however it has not been recommended by previous 

studies; 
 Would result in significant redistribution of tax burden, away from retired households, 

onto working age population; 
 Its use may be restricted to a supplementary role, rather than a direct substitute; 
 Previous studies suggest that it would be best operated in conjunction with the national 

income tax system; 
 The cost of implementation would be substantial; 
 Amendment to primary legislation would be required. 

7.3 Income Tax Varying Powers 

Scotland is a region with devolved powers in respect of income tax; the Scottish Parliament 
holds limited power to vary the rate. This only applies to income earned at the basic rate; the 
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Parliament can vary tax at this rate (upwards or downwards) by up to 3 pence in the pound. If 
raised by the full 3 pence, this would raise around 40% of the taxable income currently collected 
through income tax (an estimated £810 million in 2004-05)[27]. 

“A Fairer Way” found that in order to be “fair”, an income tax must apply to all taxable income. 
On this basis, local income tax varying powers, such as those held in Scotland, (and which only 
apply to income earned at the basic rate), would be considered less “fair”, and therefore might 
not be recommended. 

Summary Implications for NI 

 Powers would need to be devolved with respect to income tax; 
 Assuming a similar system to that in Scotland, likely to be perceived as less “fair” than a 

property tax 

7.4 Local Sales Tax 

International comparisons show that sales taxes are used, although generally in combination 
with other taxes. In federal countries, such as Australia, Austria, Canada, Germany and the 
United States, they tend to form a significant share of tax revenues for state government 
(typically 25-40% and around 50% for USA), but considerably less for local government, (nil for 
Australia; less than 10% for Canada and Germany; 20-30% for Austria and USA)[28]. 

The possibility of a local sales tax has been considered in previous UK based rating policy 
reviews. It was analysed, in particular, by the Layfield Committee, which identified a number of 
strong arguments against it. A subsequent assessment was carried out by the Government in the 
1981 Green Paper[29]. However, it was deemed unsuitable as a sole replacement for domestic 
rates, and potentially problematic as a supplement[30]. The 2006 study also eliminated sales tax 
as an option for Scotland. 

“A Fairer Way” (2006) reported a mixed reaction from the Scottish public regarding a local sales 
tax. Whilst there was some support for this alternative, most was conditional. Key amongst these 
considerations were that the rate be set nationally to avoid cross-local authority boundary 
shopping, that basic goods should be exempted from the tax, as with VAT, and that it should 
only be used to supplement other taxes. The authors concluded (on the basis of evaluation 
against their criteria) that a sales tax should be ruled out as an option for Scotland. 

One important issue raised in the Scottish study was the question as to whether a sales tax in 
addition to VAT would comply with EU law. The committee sought legal advice on the matter, 
which indicated that the legality of the tax would depend to a great extent on its structure. The 
more distinctive the tax appears to VAT, the greater the chance of compliance. For Scotland, it 
was considered likely that a separate rate of VAT would be incompatible with EU law, as it does 
not permit differential tax rates within states. This would clearly present a similar issue for 
Northern Ireland. 

Summary Implications for Northern Ireland 

 Eliminated as a long term option by all three previous studies; 
 Considerable practical difficulties would be anticipated; 
 Would require amendment to primary legislation; 
 May be incompatible with EU rules. 
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7.5 Poll Tax 

A fixed annual charge could be levied on individuals living in a local authority area as a 
contribution to the cost of providing local services – i.e. a ‘poll tax’. This concept operated in 
Scotland from 1989 to 1993, and similar charges have been used in the past in both the UK and 
other countries. According to “A Fairer Way”, 2006, poll taxes (as they are generally defined) are 
no longer used as a significant source of revenue by any major countries. The Scottish study also 
revealed significant public and official opposition to the notion of a poll tax. 

In summary, the study found no justification for considering a poll tax as a possible replacement 
for a council tax. Although it does offer some potential advantages (it could be stable and 
predictable, assuming high levels of compliance), the lack of any link with ‘ability to pay’ was 
considered to be likely to make it extremely unpopular. Furthermore, it would only be feasible in 
conjunction with an extensive benefits system and the costs associated with this would be likely 
to consume a very large proportion of the tax proceeds[31]. 

Summary Implications for NI 

 Historical evidence suggests significant difficulties in collection; 
 Not favoured by previous studies; 
 Little relationship with ‘ability to pay’; 
 May not be financially viable. 

7.6 Tourist Tax 

‘Bed taxes’ and other types of tourism tax (e.g. airport departure fees and taxes) are often used 
in other cities and countries, and are used in particular to assist the promotion and development 
of tourism locally[32]. 

“A Fairer Way” found, (from responses to the consultation paper), that a local tourist tax would 
be very unpopular amongst the Scottish public. Most local authorities were also against the 
concept. The British Hospitality Association (Scotland), a tourism industry body, made a 
submission strongly opposing tourism tax. 

However, the Lyons report viewed a tourism tax more favourably; it recommended: 

“that the Government should consult on the costs and benefits of providing a permissive power 
for local authorities to levy taxes on tourism, including a possible tax on accommodation, and 
whether local authorities would use such a power”[33] 

Nonetheless, Lyons stressed that a local accommodation tax would only be appropriate under 
certain circumstances. Specifically, a local authority must be able to demonstrate that there is 
robust evidence that the local economy could support the tax, existing alternatives have been 
fully considered, there is local support for the tax, and that the scheme has been developed in 
partnership with local businesses and residents. He suggests that a tourism tax could have very 
little impact on tourist numbers in one location, but could be very damaging in another[34]. 

Summary Implications for NI 

 Ability of local economy to support a tourism tax should be considered; 
 Might be argued that tourism industry should be developed further to ensure robustness. 
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7.7 Road Charging 

Congestion charging and road pricing were raised by a number of submissions to the Lyons 
Inquiry as a possible source of revenue for local authorities. Powers to operate congestion 
charging schemes were introduced for authorities outside London in the Transport Act 2000, in 
instances where charging would support the Local Transport Plan. These are relatively new 
powers and remain largely untested, with the notable exception of London’s congestion charge. 
Lyons therefore suggested that the Government should consider removing restrictions on the use 
of road pricing revenues. 

Summary Implications for NI 

 Possible source of local revenue; 
 Environmentally friendly 

7.8 Green Taxes 

The Director of the Economic Research Institute of Northern Ireland (ERINI), Victor Hewitt, has 
proposed a number of other revenue raising alternatives. His recommendations focus on the 
wide latitude that exists around introducing ‘charges’ which do not represent the modification / 
introduction of a tax resembling an existing national tax. He highlights the fact that such ‘new’ 
charges do not require amendment to primary legislation, but that they need to be assigned to 
specific areas. 

Specifically, Victor Hewitt proposes an additional charge on MOT costs, to which it might be 
possible to attach an environmental surcharge. He suggests that this would generate revenue 
which could be spent on environmental issues associated with road transport. There are a 
number of advantages of this option, as follows: 

 Perhaps most importantly, an ‘MOT charge’ would not require amendment to primary 
legislation, since it does not represent a modification of an existing national tax; 

 MOT income goes to the local service centres; an associated tax might therefore produce 
revenue which could be retained locally; 

 It would be an environmentally friendly tax; 
 The revenue stream would be quite stable and certain; 
 It would be difficult to evade and quite enforceable. 

However, potential disadvantages include: 

 Properties are more fixed than vehicles, thus the tax base would be less stable and 
revenue less predictable; 

 There may be issues around fairness, and specifically ‘ability to pay’. There is already an 
argument about how well domestic rates distribute the rates burden, since they are only 
payable by homeowners (thus excluding the contribution of some members of the 
public). This perception is likely to be exacerbated if the tax only applies to vehicle-
owners. There might also be a fairness issue around the fact that MOTs only apply to 
cars of a certain age – this could be perceived as regressive. 

Victor Hewitt has indicated that this type of tax system presents a viable means of at least 
supplementing local taxation revenue. However, he suggests that it would be most applicable for 
funding borrowing, rather than expenditure (due to unpredictable nature)[35]. 
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Summary Implications for NI 

 No amendment to legislation required; 
 Potential issues around ‘fairness’ / perception as ‘regressive’; 

7.9 Land Value Taxation 

Land-value tax (also known as “site value tax”) has two key features. The first is that the tax 
applies to the value of the land and not the value of any buildings on the land. The second is 
that it is the owner of the land, rather than the occupier, who pays the tax. The basic rationale 
of land value tax is that it encourages optimal use of the land, as the tax liability will be the 
same whether the land is left derelict or is fully utilised. Its supporters argue that standard 
property taxes create a disincentive to developing land and improving properties, since those 
developments result in tax. 

According to “A Fairer Way”, more than 700 cities worldwide apply a land value tax in some 
form, including cities in Australia, eastern Europe and the US State of Pennsylvania. The study 
reported that, despite considerable evidence, there is no “ideal” model in operation, making an 
assessment of the effect of land value taxation difficult. The authors conferred with the Layfield 
Committee in their elimination of land-value tax as an option, instead favouring a property 
system based on capital values. 

Summary Implications for NI 

 May have specific applicability to shortage of housing in Northern Ireland, since it could 
avoid developers ‘sitting’ on land / promote development; 

 The positive features of a land-tax are consistent with the general progressiveness of a 
property based system; 

 Collection could be difficult; owners (unlike properties) can move and it might be difficult 
to pursue payment from some landlords; 

 Public may find it difficult to accept considerable upheaval involved in reform of this 
nature; 

 Previous studies found that a capital value based property system was preferable. 

7.10 Derelict Land Taxation 

Measures that were introduced in the 1970s to provide better incentives for the re-use of empty 
property have not been entirely successful. It has been argued that, when faced with penal rates 
of tax, owners often found it easier to make the property derelict rather than bringing it back 
into use[36]. Lyons suggests that this is an important lesson and that a tax on previously 
developed land would present a possible solution to this problem. 

Specifically, this tax would relate to derelict property and brownfield land. However, Lyons 
acknowledges a number of potential stumbling blocks in the implementation of this tax: defining, 
identifying and valuing the land would be a significant task. Furthermore, resultant revenue may 
not be very substantial, since most derelict land is worth comparatively little. Nonetheless, the 
purpose of the tax would primarily be the creation of proper incentives for re-use of land, not 
revenue creation. The Lyons Inquiry therefore recommends that the Government should: 

“develop proposals for the taxation of derelict property and brownfield land and consult on those 
with stakeholders” 
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Summary Implications for NI 

 As with land value taxation, could help address housing shortage; 
 Revenue implications would be limited. 

Appendix 1: 
Lyon’s Inquiry – Summary Recommendations 

Chapter 7 – Household Taxation and Local Charges 

7.1 Council tax should be retained as a source of revenue for local government. The option of 
change in the longer term to shift the balance towards other taxes and changes remains open. 

7.2 While not the most urgent priority, the Government should conduct a revaluation of all 
domestic properties for council tax. Transitional arrangements to ensure households do not face 
steep tax increases from one year to the next should be considered at the point of revaluation. 

7.3 Subsequent revaluations should take place regularly and automatically at intervals of no 
more than five years. 

7.4 At the revaluation the Government should introduce new property bands at the top and 
bottom of the current structure. It could also consider the introduction of separate bands for 
Inner London to reflect the unique shape of the property market in that region and to reduce 
turbulence there. 

7.5 The Government should ensure the grant system reflects realistic data on the number of 
student households exempt from council tax in their areas. This should be done in time to inform 
the forthcoming negotiations on three-year settlements. 

7.6 Council tax benefit should be recognised as a rebate rather than a benefit, and re-named 
‘council tax rebate’, to properly reflect its main purpose: adjusting households’ liability to council 
tax. 

7.7 The Government should build on recent efforts to streamline delivery of council tax rebates 
by adapting IT systems so that the Pension Service can act as a portal to rebates for all callers, 
regardless of Pension Credit eligibility. 

7.8 Further improvements to the claims process should be pursued to allow the Pension Service 
to liaise directly with local authorities in processing rebate claims. 

7.9 Ministers should examine the scope for data sharing between agencies to proactively deliver 
council tax rebates to those who are entitled, with a view to achieving a step-change in the take-
up of council tax benefit. 

7.10 The Government should increase the savings limits on council tax rebate eligibility to 
£50,000 for pensioners. 

7.11 The Government should, over time, abolish the savings limit in council tax benefit for 
pensioners, so aligning council tax rebate thresholds with the criteria for eligibility to the Pension 
Credit. 



7.12 The powers to trade and charge conferred on ‘best value’ authorities in the Local 
Government Act 2003 should be extended to all local authorities. 

7.13 The Government should carefully consider the wider framework of charging powers for 
statutory and discretionary services, including in the light of the Audit Commission’s work when 
published later this year. 

7.14 The Government should take new powers to allow local authorities to charge for domestic 
waste collection, developed in close consultation with residents and other key stakeholders. 

Chapter 8 – Business Taxation 

8.1 The RPI cap on the national level of business rates should be retained. 

8.2 The existing national arrangements for business rates should be retained at present, but a 
new local flexibility to set a supplement on the current national business rate should be 
introduced. 

8.3 Local supplementary powers should be designed in a way which can gain credibility with 
business and the wider community. The key issues to be considered are: 

 the appropriate scale of the supplement. At the upper end, some Business Improvement 
Districts have levied supplements as high as four pence. A lower limit would provide less 
revenue and less flexibility, but might enable confidence in new arrangements to develop 
more gradually. In that situation, there might be a case for allowing a higher limit in 
some cases, subject to more stringent approval mechanisms; 

 retention of revenue, where I believe all revenues should be retained locally; 
 the right form of accountability to business taxpayers. The most obvious options are 

some form of voted approval or a statutory consultation process. On balance, I propose 
that there should be a requirement to consult local businesses, and the wider 
community, before introducing a supplement, with a clear proposal and timetable. 
Revenues from a supplement should be hypothecated to the purposes agreed through 
consultation; 

 how to ensure that supplements contribute to, rather than detract from, the local 
economy. I propose that authorities should be required to make an assessment of the 
impact of the supplement on the local economy, and the potential economic benefits of 
the spending they propose to finance from the revenues generated; 

 the authority by which supplements should be levied. I recommend that supplements 
should be levied by unitary authorities and metropolitan districts, and in London and 
areas with two-tier local government, a single rate should be set through agreement 
between the relevant authorities, with a joint plan for the use of revenues. Where 
arrangements develop for collaborative working between authorities elsewhere in the 
country, this could usefully include cooperating around supplements. Powers to introduce 
Business Improvement Districts should remain with shire districts and the London 
boroughs; 

 whether authorities should have a degree of further flexibility over which sizes of 
business pay the levy, which I would support; and 

 whether there should be a threshold below which small businesses do not pay the 
supplement. 

8.4 The Government should reform and reduce the empty property relief by: 



 retaining the existing 100 per cent relief for short-term empty property (up to three 
months); 

 reducing the rate of empty property relief thereafter; and 
 providing factories and warehouses with the same level of relief as other properties. 

8.5 The Government should develop proposals for the taxation of derelict property and 
brownfield land and consult on those with stakeholders. 

8.6 The Government should conduct a review of exemptions and reliefs to consider the scope for 
removing inappropriate subsidies and distortions, and to simplify the system. 

8.7 If the Planning-gain Supplement is introduced, the Government should: 

 design it primarily as a local revenue source, with a regional share of an appropriate 
scale, not as a national source which may or may not be allocated to authorities. It is 
imperative that a transparent and predictable link between local development and local 
resourcing exists if development is to take place, or incentive effects are to be realised; 
and 

 consider whether in two-tier areas, it could be managed through plans jointly developed 
and implemented by county and district councils. 

8.8 The Government should consult on the costs and benefits of providing a permissive power 
for local authorities to levy taxes on tourism, including a possible tax on accommodation, and 
whether local authorities would use such a power. It should use the results of that consultation 
to examine the case for extension of such powers to local authorities. 

Appendix 2: 

Criteria Identified by “A Fairer Way”, 2006 

Category High Importance Medium Importance Lower 
Importance 

Macro-economic Economic effects   

Fairness Relationship to benefits 
system 

Comprehensibility; 
transparency 

 

Assessment / 
Collection 

Ease of assessment, 
collection and payment 

Cost of assessment and 
collection 

 

Yield-related Stability and predictability  Buoyancy 

Accountability Size of tax base Identifiability as local tax Balance of 
funding 

Implementation Transitional issues   

Source: “A Fairer Way”, Report by the Local Government Finance Review Committee, Edinburgh, 
2006, p.68 

Appendix 3: 
The Two Basic Single Stage Models considered by the 1981 Green Paper 

Two basic, single-stage models were considered: 



 Model 1: A single stage tax administered / collected in conjunction with VAT on behalf of 
local authorities. This would apply to all transactions subject to VAT, but local authorities 
would be given freedom to set the rate of tax (possibly within pre-defined limits). 

 Model 2: A single stage tax with an entirely separate system of collection administered / 
set by local authorities themselves. The eligibility of goods / services might be decided 
either centrally or locally. 

[1] Bills were not issued to customer until April 2007, however, notification letters were 
distributed in July/August 2006 indicating future rate liability – the first criticisms arose at 
this stage. 

[2] Specifically, the student relief has been criticised on the basis that it will benefit 
landlords, not students (however, the scheme allows for this and requires proof that any 
savings are passed on to students via reduced rental costs). Disabled persons relief only 
applies to those individuals whose houses have been adapted because of disability – it 
has been suggested that this should instead apply to all disabled persons. 

[3] Peter Robinson announcement 15 May 2007 http://www.ratingreviewni.gov.uk/ 

[4] Lyons Inquiry, “Household taxation and local charges”, March 2007 

[5] Bennett, Central Grants to Local Authorities, 1982 

[6] Inflation in the early 1970s pushed local taxation up to high levels; in 1974, the 
average increase exceeded 30% 
(http://www.publications.parliament.uk/pa/cm200304/cmselect/cmodpm/402/40203.htm
) 

[7] “A Fairer Way”, Report by the Local Government Finance Review Committee, 
Edinburgh, 2006 

[8] A range of other taxes was considered, but it was decided that they were not worthy 
of further consideration. Those rejected included: local duties on petrol, alcohol or 
tobacco; local vehicle excise duty; charges for licences for the sale of alcohol or petrol; 
and local payroll tax 

[9] “A Fairer Way”, Report by the Local Government Finance Review Committee, 
Edinburgh, 2006 

[10] “A Fairer Way”, Report by the Local Government Finance Review Committee, 
Edinburgh, 2006 

[11] “A Fairer Way”, Report by the Local Government Finance Review Committee, 
Edinburgh, 2006 

[12] The committee recommended that ‘ability to pay’ be considered in both relative (it 
should be a progressive tax system) and absolute (individual bills should be affordable) 
terms. 

[13] Private communication: Victor Hewitt and Assembly researcher 

[14] The USA, New Zealand, Australia, Canada, the Netherlands and South Africa have 
all adopted a discrete capital value approach. 
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proportion of their incomes in tax, whereas it is ‘regressive’ if highest-income households 
are liable for the lowest proportion of their income 

[17] “Average house cost over £215,000”, BBC News, 1 June 2007 
http://news.bbc.co.uk/1/hi/northern_ireland/6712089.stm 

[18] http://news.ulster.ac.uk/releases/2003/990.html 

[19] The poll tax replaced the domestic rating system in Great Britain in 1990 and in 
Scotland in 1989 
(“Reform of the Domestic Rating System in Northern Ireland – Policy Paper”) 

[20] Lyons Inquiry, “Household taxation and local charges”, March 2007 
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[22] Lyons Inquiry, “Household taxation and local charges”, March 2007 

[23] This option would also involve allowing band D council tax to be reduced to an 
average of £629 (£1,268 in 2006-7) 

[24] Lyons Inquiry, “Household taxation and local charges”, March 2007 

[25] “A Fairer Way”, Report by the Local Government Finance Review Committee, 
Edinburgh, 2006 
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[27] “A Fairer Way”, Report by the Local Government Finance Review Committee, 
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Edinburgh, 2006 

[29] The 1981 Green Paper looked at the possibility of either a single-stage sales tax or a 
multi-stage tax, akin to VAT (Value Added Tax). Whilst theoretically, a local sales tax 
could take the form of a full-scale VAT, levied on all the transactions currently subject to 
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single stage models which were considered by the Government are outlined in Appendix 
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[30] Anticipated problems included; financial control problems, unpredictability of yield, 
distinguishing between domestic and business transactions, high costs of compliance, 
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[31] “A Fairer Way”, Report by the Local Government Finance Review Committee, 
Edinburgh, 2006 

[32] “A Fairer Way”, Report by the Local Government Finance Review Committee, 
Edinburgh, 2006 

[33] “Lyons Inquiry into Local Government – Final Report”, March 2007 

[34] “Lyons Inquiry into Local Government – Final Report”, March 2007 

[35] Other similarly novel suggestions offered by Victor Hewitt include a charge on 
satellite dishes or a licence for selling chewing gum to help with the clean up costs. 
However, he acknowledges that the latter suggestion would be conducive to problems 
with smuggling. 

[36] “Lyons Inquiry into Local Government – Final Report”, March 2007 

Queries raised at 
Committee for Finance and Personnel: 20/06/07 

Long-Term Alternatives to Domestic Rates 

1. Re: land taxation - international experience of protecting environmentally 
important land 

 The key objectives of land tax are: (i) to encourage the expeditious development of sites, 
where planning permission has been granted or is a realistic proposition; and (ii) where 
planning permission is less likely to be granted, or is at least uncertain, land tax may 
discourage the long-term retention of land by a developer with purely speculative 
intention; 

 The main impediment to development would continue to be planning permission; whilst 
a move away from property tax to land tax may serve to expedite the development of 
sites, or deter speculative ‘land banking’ this would only apply where permission has 
been, or has the potential of being, granted; 

 It may not therefore be appropriate for land, considered to be of environmental 
significance or protected from development, to attract this type of taxation; 

 Important sites might therefore continue to be protected by planning regulations and/or 
exemption from land-tax liability; 

 Campaigners for land value tax suggest that conservation areas / green sites might, in 
fact, be protected under land taxation; they argue that more efficient use of urban land 
could reduce pressure on environmentally important sites[1] (refer Annex 1); 

 No international evidence has been found of specific practices being enforced to protect 
conservation areas / green sites. 

2. Re: land taxation - legislative requirements 

 Annex 2 outlines the Terms of Reference of the 2007 Executive Review of Long Term 
Alternatives to Domestic Rates 

 These terms indicate that land taxation would probably require primary legislation 
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3. Cost of replacing council tax with income tax (7.7p on basic rate) – source? 

 This information was taken from the Lyons Inquiry, Chapter 7 “Household taxation and 
local charges”, p. 266, March 2007; 

4. Similar cost statistic (refer point 3.) for other options 

 Lyons did not provide comparative figures for other tax alternatives[2]. 
 It has proven difficult to obtain recent cost per head statistics for the alternative options, 

however Annex 3 provides (outdated) figures for comparative purposes. 

ANNEX 1 

http://www.landvaluetax.org/fplanng.htm 

8 Urban and Rural Conservation 

8.1 LVT would be of value in assisting conservation, both in urban and in rural areas. This may 
be seen by considering how LVT would operate in relation to Conservation Areas. Local planning 
authorities have a statutory duty to identify and designate as Conservation Areas those locations 
which it is considered should be preserved and enhanced. Within Conservation Areas, consent is 
required for demolition, and planning applications for new development are submitted to 
specialist advisory committees. 

8.2 Unfortunately, legislation has had only limited success in preventing the destruction of 
historic or beautiful areas, and the erection of harmful developments. This has happened for a 
number of reasons. In some cases, owners of listed buildings have neglected them to the point 
where demolition has become the only option, and have then exerted pressure on local 
authorities for consent to redevelop and intensify the use of their sites. In other cases, pressures 
for relaxing conservation provisions have built up because land values were approaching a peak 
in the boom-slump cycle. 

8.3 LVT would increase the protection given to Conservation Areas, because it would reduce the 
pressure for development within them. Valuations would reflect the advantages and restrictions 
of Conservation Area status, and because the tax would be payable regardless of whether the 
building was in use or not, the neglect of listed buildings mentioned in the previous paragraph 
would become uneconomic. 

8.4 In rural areas, the designation of Sites of Special Scientific Interest (SSSIs) and Ancient 
Monuments, such as prehistoric burial sites, and the operation of Tree Preservation Orders, 
produce effects analogous to those applying in Conservation Areas. Designation restricts what 
can be done with the land, and therefore tends to hold down land values. A system of LVT would 
therefore automatically compensate for any economic disadvantages from having to protect 
particular trees, or wildlife habitats, or sites of archaeological importance; with LVT at a 
sufficiently high rate, owners would have no incentive to overturn the protected status of their 
land. 

ANNEX 2 
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ANNEX 3 

The 1981 Green Paper calculated the rates of income tax, sales tax and polls tax, to the nearest 
½ p, ½ per cent and £1 per head, respectively, per annum. For 1981-82, the rates at which the 
taxes would have had to been levied to approach revenue neutrality were[3]: 

  Wales Scotland London & SE GB(ave) 
Local income tax 4½ p 5½ p 5 p 5p 
Local sales tax 5½ % 7% 7% 7% 
Poll tax £77 p.a. £117 p.a. £118 p.a. £120 p.a 

[1] http://www.fig.net/pub/athens/papers/ts27/TS27_5_McGill_Plimmer.pdf 

[2] The Inquiry focussed on property and income tax options – other alternatives were not 
explored to the same extent 

[3] 1981 Green Paper, “Alternatives to Domestic Rates”, p.73 
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1. Introduction 

Recent changes to domestic rating in Northern Ireland were met with considerable criticism, 
resulting in the announcement of a Rating Review. This ongoing review is a twofold one; it is 



considering ways in which the existing system might be improved in the short to medium-term, 
and the feasibility of longer-term tax alternatives and/or supplements. This paper refers to the 
international experience of local government taxation and seeks to identify any potentially 
relevant considerations for NI. 

2. Context 

The review is divided into two ‘strands’; strand 1 is reviewing specific details of the existing 
property-based tax system, and is sub-divided into 1A and 1B: 

Strand 1A covers amendments which could be made in the short-term[1], including: 

 Changes to the level of the maximum cap 
 Introduction of Minimum Payment 
 Introduction of Rating of Vacant Domestic Property 
 Amendments to the Rate Relief Scheme 
 Revision of the Existing Provision for Education and Training Relief 
 Introduction of the Deferment Scheme for home owning pensioners 
 Revision of the Early Payment Discount 
 Re-profiling the Transitional Relief Scheme 

Strand 1B is similarly concerned with changes to the existing scheme; however, these are 
medium-term options, in that they would require primary legislation: 

 Graduated tax system 
 Single Person Discount 
 Single Pensioner Discount 
 Automatic Pensioner Discount 
 Broadening of the existing Disabled Persons Allowance provision 
 Circuit breakers 
 Enhanced discount for farmers 
 Discount for owner occupiers 
 Rates credit 

Strand 2 encompasses the wider issue of whether the existing system of domestic rates is fiscally 
optimal. Longer-term (replacement and/or supplementary) options, some of which would require 
amendment to the Northern Ireland Act 1998, are being considered in this regard, including: 

 Banding of Capital Values 
 Local Income Tax 
 Income Tax Varying Powers 
 Local Sales Tax’ 
 Poll Tax 
 Tourist Tax 
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 Road Charging 
 Green Taxes 
 Land Value Taxation 
 Derelict Land Taxation 

3. Outline 

The paper begins by presenting a comparative overview of differential regimes of local taxation, 
focusing on the international prevalence (or otherwise) of property based systems. The following 
section considers the international experience of property taxation and attempts to identify 
specific practices and/or lessons which might be applicable to Strand 1 considerations. The 
subsequent section considers alternative tax sources which are employed internationally; and 
any implications for Strand 2. The final section identifies any additional issues which have 
emerged. 

4. Overview: Comparative Regimes of Local Taxation 

Countries’ systems of local taxation tend to fall into two broad categories; those primarily reliant 
on income tax, and those dependent upon property tax. Generally, within the EU, income taxes 
dominate. In Belgium, Denmark, Finland, Germany, Iceland, Luxembourg, Norway, Sweden, and 
Switzerland, more than 80 percent of tax revenues are derived from personal and/or corporate 
income tax. On the other hand, property taxes contribute more than 80 per cent of local tax 
revenues in Australia, Canada, Ireland, the Netherlands, New Zealand, the U.K and the U.S.A. 
Other countries which employ a local property tax, albeit to a lesser degree, include Austria, 
Finland, Germany, Portugal, Spain, Belgium, Denmark and France. 

However, a number of countries use a combination of both taxes. The table below shows that 
property taxation is frequently used in conjunction with income, and other, taxes. 

Table 1: Local Authority Taxation[2] 

Country Local Authorities Taxes 
U.S.A Property tax 
 Sales tax 
Canada Property tax 
Australia Property tax 
Germany Property tax 
 Business tax 
U.K. Property tax 
France Property tax 
 Business tax 
 Residents’ income tax 
Belgium Personal income tax surcharge 
 Property tax 
Switzerland Personal income tax surcharge 
 Corporate income tax surcharge 
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Country Local Authorities Taxes 
 Property tax 
Norway Personal income tax 
 Property tax 
Denmark Personal income tax 
 Property tax 

Austria, France, Greece, Italy, Portugal and Spain are unusually fiscally diversified; they rely on a 
mixture of local tax sources[3]. On the other hand, as indicated above and illustrated bellow, the 
U.K. is somewhat unusual in its exclusive reliance upon property taxation: 

Figure 1: Composition of Local Tax Revenues by Country (2001) 

 

Source: http://siteresources.worldbank.org/PSGLP/Resources/LocalGovernanceinIndustrial.pdf 

5. Strand 1: International Experiences of Property Taxation 

5.1 Why use a local Property Tax? 

It is largely accepted that property tax is best suited to generating revenue to finance local 
government infrastructure investment and the provision of local services[4]. Furthermore, due to 
visibility and immobility, property tax is hard to avoid, stable, and is easily enforceable. 

5.2 Comparative International Regimes of Local Property Tax 
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By way of comparative analysis, this section considers a selection of international property 
taxation systems[5]. In particular, any features relevant to Strand 1 options are outlined. 

USA 

In the U.S, property taxes are the principal revenue source of local governments. As in NI, a 
capital value system is used; however, some states define the taxable value as a fraction of 
market value. These percentages differ between states, depending on the type of the 
property[6]. 

Various reliefs (depending on the State) are offered to certain taxpayers or types of property. 
These include owner-occupiers, pensioners, veterans, disabled, etc. Many states also place upper 
limits on tax rates. In California, there is a limit on both actual rate liability and on future 
increases. In an attempt to ensure affordability, ‘Proposition 13’ was passed in 1978, stating that 
the tax rate on any property can not exceed 1% of its assessed value (based on 1975-6 values). 
Furthermore, the assessed value of a property can not increase by more than 2% per year, (or 
inflation – whichever is less) except when there is a change of ownership, or when value-adding 
improvements have been made[7]. During the 1980s, many other states followed this example 
and imposed similar tax limits. 

A similar scheme of rate limitation was introduced in Florida, known as “Save Our Homes”. This 
seeks to assist pensioners and low-income families and is based upon the assumption that these 
individuals have considerably less mobility (i.e. they move house less) than other taxpayers. In 
the same way as Proposition 13, this amendment provides that the growth in the assessed value 
of an owner-occupied property can not exceed 3% per annum or the percentage change in the 
Consumer Price Index (whichever is lower). 

It should be noted that ‘Proposition 13’-type schemes have had what is referred to as a ‘lock in’ 
effect, whereby homeowners became reluctant to move house (and to invest in improvements). 
The scheme created a disincentive to move (and/or improve), distorting the workings of the 
property market – an outcome which is economically unfavourable. In attempt to alleviate this 
an extension to Proposition 13 was approved in 1986, whereby residents aged 55 and older are 
entitled to carry the benefit with them when moving within participating counties, and to a 
property of equal or lesser value. 

New Zealand 

Rates on property are also the most important single source of revenue for local government in 
New Zealand. The property rate is levied on land and property, and is relatively complex in that 
municipal councils can choose from among various rate-levying methodologies. They can choose 
between levying rates on the capital value of land, or on the annual land value; in practice, 50 
Territorial Local Authorities (TLAs) use land value, 23 TLAs use capital value, and a single TLA 
imposes actual rental value. In terms of exemptions, the Local Government (Rating) Act 2002 
excludes various categories of land from rates, including land used for charitable, educational, 
religious purposes, and Crown land and national parks. 

Canada 

Property and related taxes are the main source (about 63% overall) of own source revenues in 
Canada. Real property taxes (taxes on land and improvements) provide, on average 41.9% of 
total revenues – the remainder is attributable to business taxes, payments in lieu of taxes from 
other governments / agencies, lot levies, and special assessments. The property tax base 
includes land, buildings and structures, and in some provinces machinery and equipment 
attached to the property are included. 
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The assessment of property in Canada is based on market value, but special consideration is 
given to agricultural land, forests and mining property. Assessments also favour residential 
property, especially that pertaining to owner-occupiers. Rates vary widely among municipalities; 
however, a property tax equivalent to 1 to 2 per cent of market value would be typical for 
residential property. 

Europe 

European local governments have some leeway over the property tax, with the exception of 
Danish countries, where the rate is centrally determined. As is the case in the UK, local 
governments in Germany, Ireland and Belgium have the discretion to set the rate. However, the 
Belgian regions can temporarily put a ceiling on the rate. In Spain and Finland, local 
governments can set the rates between limits. 

In Finland, property taxation was introduced in 1993 as part of the income tax reform. The rate 
applies to land and buildings, with farmland and forest exempted; municipalities are free to set 
their own rate, within limits set by law. In France, property tax is also paid on buildings and 
land, however, the assessment basis is the rental value of the property. In the Netherlands, 
property tax is based upon the value of the property, which is re-evaluated every four years. The 
rate can be set at the discretion of municipalities, however limits apply. For example, the tax rate 
applicable to owner-occupiers must not exceed 1.25 times that applied to tenants. 

Summary Comparative Property Tax Systems: 

The table overleaf summarises some of the comparative characteristics of the aforementioned 
property tax regimes: 

Country Rate Applies to: Valuatio
n Basis: Limits/Caps: Exemptions/Relief

s: 

USA 

 Property 
 Some states impose 

higher rates 
on land than improveme
nts 

Capital 
Value 

Or 

Percentag
e of 
Capital 
Value 

 Limits in 
most 
states. 

 In 
Californi
a rate 
increase 
limited 
to 
2%p.a*. 

 In 
Florida 
rate 
increase 
limited 
to 3%pa 

 owner-
occupiers 

 military 
 elderly 
 disabled 
 agricultural 

land credit 
 family farm 

credit 

New 
Zealand 

 Land and property 

Capital 
Value/ 
Land 
Value/ 
Rental 
Value 

 
 certain 

categories of 
land 



Country Rate Applies to: Valuatio
n Basis: Limits/Caps: Exemptions/Relief

s: 

Canada 

 Land, building and 
structures 

 In some cases, 
machinery and 
equipment 

Market 
Value 

 

 owner-
occupiers 

 certain 
categories of 
land 

Finland Land, buildings   Limits 
set 

 farmland 
 forest 

France Land, buildings Rental 
Value 

  

Netherland
s Property Capital 

value 

 Rate 
applicab
le to 
owner-
occupier
s most 
not 
exceed 
1.25 
times 
that of 
tenants 

  

* Unless the property is sold. 

5.3 Other Strand 1 Considerations 

In addition to the comparative characteristics identified above, the following specific 
considerations are relevant to Strand 1: 

Circuit Breakers 

Many of the perceived shortcomings of the existing domestic rates system are due to the fact 
that property taxes are inherently ‘regressive’, (they represent a larger burden for low-income 
taxpayers), resulting in the perception that they are ‘unfair’ and not linked with ‘ability to pay’[8]. 
Circuit Breakers can be used to alleviate some of these inherent shortcomings. The idea behind 
circuit breakers is to introduce sensitivity to ratepayers’ ‘ability to pay’. In practice, they would 
give relief to tax-payers earning below a certain income level when their rates bill exceeds a 
certain percentage of their income. Specific design can vary considerably; however, there are 
two basic types: 

 Threshold – defines an ‘acceptable’ property tax level, as a given percentage of income, 
and grants relief when this is exceeded. E.g. if the acceptable threshold is defined as 
4%, relief is granted when rate liability is in excess of £400 if income is £10,000, £800 if 
income is £20,000, etc. The relief offered may be 100% of the excess liability, or a 
proportion thereof. Some states use multiple threshold percentages that increase with 
income, targeting relief at lower income tax-payers. 

 Sliding Scale – this methodology defines several income ‘bands’ and specifies a 
property tax relief percentage for each. E.g. the proportion of property tax relief may be 
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95% if income is £5,000 or less; 90% if £5,001-£10,000; 75% if £10,001-£20,000…..zero 
if income exceeds £30,000[9]. 

The international experience of circuit breakers is considerable; they were initially pioneered in 
Wisconsin over forty years ago and are now extensively used in the US[10]. The diagram below 
illustrates the incidence of, and groups targeted by, US circuit breakers. 

 

Source: “The Property Tax Circuit Breaker”, Center on Budget and Policy Priorities, Washington, 
21 March 2007 

Annex 1 provides further details on the specifics of each of these schemes, including who is 
eligible, the household income ceilings, and levels of maximum benefits: 

Potential Considerations for NI 

 Circuit Breakers are an alternative to ‘caps’; 
 They enable a more ‘targeted’, as opposed to ‘blanket’, relief – for example, they are 

often designed to benefit pensioners and those on fixed incomes; 
 This targeted approach can make them less costly than general caps; 
 They introduce some of the advantages of income tax (over property tax), without the 

associated shortcomings (as identified in Section 5). 

Introduction of the Deferment Scheme for home owning pensioners 

Many U.S. jurisdictions have recently adopted property tax deferral programs. In the U.S., it is 
typical for interest to accumulate on the deferred portion of the property tax. It is important to 
note that if the market rate of interest is applied, the deferral is a loan rather than a subsidy. 
The US experience is that specific reliefs or limits, rather than deferrals, are preferred since 
ratepayers obviously favour ‘gifts’ over ‘loans’[11]. 
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It is worth considering whether a scheme such as this would have a similar side-effect as that of 
Proposition 13 in California, i.e. ‘locking-in’ homeowners, by creating a disincentive to sell. 

Potential Considerations for NI 

 If interest is levied on deferred amount, may be unpopular, and possibly perceived as 
‘regressive’, since this would add to the actual (long-term) burden for pensioners; 

 Many pensioners may not wish to go back into debt for a home that has been paid for 
over a working lifetime; 

 May also act as a disincentive to sell (if liability is realised upon sale of property). This 
could have implications for the property market; restricting supply could cause price 
increases. 

 Given the potential side-effects, the consistency of this scheme with policy on addressing 
housing shortages may be questionable. 

Introduction of Discount for Owner Occupiers 

A number of U.S. States offer discount to owner-occupiers, often known as ‘Homestead 
Exemption’. For example, the District of Columbia exempts $60,000 of value for owner-occupied 
residences. Virginia offers a similar relief, however to qualify for this, ratepayers must meet 
income and net worth limits, as set by the state[12]. 

Potential Considerations for NI 

 Unless means tested (as in example above), might be perceived as ‘unfair’, since favours 
(potentially wealthy) home-owners; 

 Could be perceived as ‘regressive’ if it penalises those who can not afford to buy. 

5.4 Summary Strand 1 Findings 

Option International Experience Potential Lessons for NI 
Strand 1 Options 

Limits/Caps 

Proposition 13 in California: 

Rate can not increase by more 
than 2% (or the rate of 
inflation) in any year – unless 
the property has been 
improved or is sold. 

Proposition 13 created a horizontal inequity, i.e. 
an unequal tax burden between ratepayers. It 
placed a higher burden on new buyers, (since 
the rate can increase when the property is sold) 
as opposed to existing owners. 

It has also had the result that virtually identical 
properties have significantly different tax bills – 
another feature which could lead to questions 
of “fairness”. 

Additionally, since this tax is essentially one on 
‘mobility’ it would act as a disincentive to sell 
(and improvements) – a factor which could 
have implications for property prices. 

Circuit 
Breakers 

Extensively used in US, first 
implemented 40 years ago. 

 Ongoing use in US indicates 
effectiveness 
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Option International Experience Potential Lessons for NI 
 More targeted approach to relief 
 Can be less costly (than blanket caps) 

since limited to certain groups 

Introduction of 
deferment 
scheme 

In operation in U.S. 

 If interest is applied (as is typical in US) 
may be unpopular in cases where 
homeowners (e.g. pensioners) have 
paid off mortgages, and begin to accrue 
debt, once again, on their property. 

It might also act as a disincentive to sell a 
property, potentially adversely affecting the 
property market. 

Discount for 
Owner-
Occupiers 

Used in a number of states, 
including the Districts of 
Columbia and Virginia 

 May be perceived as unfair, favouring 
home-owners and penalising 
(potentially less wealthy) renters 

6. Strand 2: International Experiences of Alternative Taxation 

This section considers the international usage of alternative (i.e. non-property based) tax 
sources. In accordance with the results of recent UK based studies into the feasibility of various 
alternative taxes, it focuses on what are arguably the most viable options; namely income and 
(derelict) land tax. 

6.1 Why Consider Alternatives to Property Tax? 

It has been shown that the UK is unusual in its exclusive reliance on property taxation[13]. This 
is potentially disadvantageous in that property taxes are not as buoyant as other tax 
alternatives; associated revenues may stagnate due to lags in revaluation. The revaluation 
process can be difficult and costly to administer, particularly in a market where property prices 
are rapidly changing – as in NI – since this creates scope for discretion and disagreement[14]. 

Secondly, as has already been stated, (and per the consultation outcomes), property tax can be 
regressive in nature, resulting in a disproportionate burden being placed upon low or fixed 
income ratepayers. Recently, criticism of property tax has prompted many U.S. states to limit 
property tax revenues. Local governments have been increasingly relying on other broad-based 
taxes to finance local spending; income taxes and retail sales taxes have been used in this 
regard. 

Thirdly, a local authority’s choice of tax is an important one for another reason; fiscal policy also 
creates incentives and can cause tax competition between regions. This is an important 
consideration in assessing alternative tax options. In introducing local taxes; it is important to 
chose / adapt the tax base so as to minimise economic distortions. Resident based taxes (such 
as those on land, labour and capital) are generally preferable to source based taxes (those on 
goods and services) in minimising tax-induced distortions, in that they reduce the scope for tax 
exporting[15]. 

6.2 Alternative Taxation: International Examples 

Local Income Tax: 
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International Experience 

Six EU countries – Belgium, Denmark, Finland, Italy, Spain and Sweden have local income taxes 
which account for a significant source of revenue for their local government. In the case of 
Sweden, income tax is in fact the only source of locally-raised revenue. In general, local income 
tax rates are levied at a flat, locally established rate on the same base as the national income tax 
and collected by central government. However, in Belgium and Switzerland, the tax is levied as a 
percentage of the national tax liability (i.e. as a percentage of local tax receipts), rather than on 
the national income tax base. 

In the US, property tax provides the primary source of local government revenue, however, in 
some states this is supplemented by local income taxes. In 11 U.S. states, local governments are 
given the option of imposing additional local taxes on incomes. These states are Delaware, 
Indiana, Iowa, Kentucky, Maryland, Michigan, Missouri, New Jersey, New York, Ohio, and 
Pennsylvania. Rates of income tax are generally low and quite simple. For example, in Maryland, 
the flat rates across counties vary from 1.25% to 3.10% of taxable income. However, in New 
York tax rates are progressive, with a maximum marginal rate of 4.25% on incomes above 
$150,000 for married couples, and $100,000 for individuals. 

Potential considerations for NI 

 Whilst less regressive than property tax and better linked with ‘ability to pay’, a specific 
criticism of local income tax is based upon the ‘Tiebout hypothesis’. This states that an 
individual chooses where he/she wants to live, at least in part, by weighing costs (taxes) 
against associated benefits (public services) – known as “voting with feet”. The validity 
of this hypothesis will depend upon the extent of mobility within a particular region; 
assuming a mobile population, a local income tax might result in taxpayers moving out of 
a region. This may be a particularly important consideration for NI, given the land border 
with ROI. This is perhaps especially noteworthy, given the existing inter-regional 
(corporation) tax competition; 

 Some studies find that this is an issue faced by US states in determining tax policy. If 
states levy a higher personal income tax than its neighbouring jurisdictions, there is 
evidence that its mobile citizens emigrate (or move their capital there) to enjoy a lower 
tax burden[16]; 

 Denmark provides another example; despite having no official limits on local income tax 
rates, in practice, the freedom to vary these are restricted by mobility levels in a country 
which is small and has a strong political culture of striving for equity and fairness[17]; 

 However, it should also be noted that there is some evidence which refutes this theory. 
Evidence from other OECD countries does not support the hypothesis that small tax 
differentials could lead to significant movements in population. In this sense, it might be 
argued that the United States is different from European states, including the U.K., in 
terms of social mobility. 

 International cases of local income tax are generally associated with local governments 
with considerable service responsibilities, (e.g. Denmark). Northern Ireland does not 
have this level of local responsibility; 

 Some of the European countries which have introduced local income tax have 
encountered problems of excessive taxation; 

 The international experience presents another potential problem with the implementation 
of a local income tax: the reluctance of central government to share this tax base with 
local government[18]. 
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 The yield from a local income tax would be compromised during periods of economic 
downturn. 

Income Tax Varying Powers 

International Experience 

The Scottish Executive has the power to adjust income tax by a maximum of 3p, which they 
have never enforced[19]. However, this only applies to income earned at the basic rate; a factor 
which has implications for perceived “fairness” and “ability to pay”. Earnings beyond the ‘basic 
rate’ are effectively protected from local tax – a characteristic of the system which has been 
widely criticised, and may explain (at least in part), why the power has never been enforced. 

In Spain, similar powers are in held by local governments; the autonomous communities get 33 
per cent of the income tax and they have discretion over setting the rate – within limits of more 
or less than 20 per cent of the state rate. Similarly, local governments in Italy can, within certain 
limits, levy an additional tax on top of the state rates[20]. 

Potential considerations for NI 

 Potential (dis)/advantages per local income tax 
 A system such as that in Scotland would be likely to be perceived as ‘unfair’ and 

‘regressive’, given restriction to the ‘basic rate’ 

Local Sales Tax 

International Experience 

International comparisons show that sales taxes are frequently used in combination with other 
taxes. In federal countries, such as Australia, Austria, Canada, Germany and the United States, 
they tend to form a significant share of tax revenues for state government (typically 25-40% and 
around 50% for USA), but considerably less for local government, (nil for Australia; less than 
10% for Canada and Germany; 20-30% for Austria and USA)[21]. This tendency is perhaps 
largely due to the argument that sales tax (or more generally, consumption taxes) is not 
appropriate at local level, because inter-regional mobility leads to cross-border shopping or tax 
exporting[22]. 

Potential Considerations for NI 

 International evidence indicates prevalence at ‘state’, rather than local, level; 
 Likely to motivate cross-border shopping / tax exporting; 
 The Burt review raised the question as to whether a local sales tax would comply with EU 

law. For Scotland, it was considered likely that a separate rate of VAT would be 
incompatible with EU law, as it does not permit differential tax rates within states[23]. A 
similar issue could exist for Northern Ireland. 

(Derelict) Land Value Taxation 

Rationale 
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The general idea behind land-value tax (LVT, also known as “site value tax”) is that it applies to 
the value of land, rather than that of any buildings, and is payable by the owner, not the 
occupier. The rationale is that it encourages optimal use of the land, as the tax liability will be 
the same whether the land is left derelict or is fully utilised. In terms of ‘Derelict’ Land Taxation 
specifically, it has been argued that, when faced with penal rates of tax, owners often found it 
easier to make the property derelict rather than bringing it back into use[24]. This tax would 
specifically relate to derelict property and brownfield land. 

Proponents argue that existing property taxes create a disincentive to developing land and 
improving properties, since those developments result in tax. One study suggested that current 
UK fiscal policy is actively undermining attempts to increase the supply of housing. Specifically, it 
argued that the current UK taxes[25]: 

 Frustrate development and infrastructure funding 
 Weaken, rather than promote, macroeconomic stability 
 Impose arbitrary burdens on certain taxpayers 

International Experience 

There were four previous instances of land taxation in the UK, none of which were significantly 
successful[26]. They were known at the time as ‘development taxes’ and were as follows: 

 1947-1953 Development Land Tax: levy on 100% of value uplift in land value due to 
granting of planning permission; 

 1967-1971 Betterment Levy: levy on 40%, rising over time; 
 1974 Development Gains Tax: interim tax on capital gains from disposal of land / 

buildings with development value / potential 

Internationally, more than 700 cities worldwide apply land tax, including cities in Australia, 
Eastern Europe and the US State of Pennsylvania. Advocates of LVT have, in the past, frequently 
referred to Denmark and New Zealand as examples of its potential success. However, both 
countries have recently removed the major forms of LVT. It has been suggested that the system 
was discontinued in New Zealand for practical and political reasons[27]. Nonetheless, proponents 
suggest that this option should not be dismissed, quoting its ongoing success in South Africa, 
some Caribbean states and Western Canada. 

Pittsburgh provides an interesting example of a seemingly successful regime. Fifteen 
Pennsylvania cities now use a two rate approach to property tax; the tax on buildings is 
decreased, thereby providing an incentive to build and improve properties; the levy on land is 
increased, thus discouraging land speculation and encouraging development. The table below 
outlines the various rates used: 
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Source: “Pennsylvania’s Success with Local Property Tax Reform: The Split Rate Tax”, American 
Journal of Economics and Sociology, Vol. 56, April 1997 

Following the introduction of this system of land taxation in Pittsburgh, there has been a 
considerable expansion in building activity[28]. Furthermore, 85 per cent of homeowners pay 
less with this policy than they do with the traditional approach; those who do pay more tend to 
be the wealthier homeowners. 

Harrisburg has enjoyed a particularly favourable outcome from this tax policy. Once considered 
amongst the most distressed cities in the nation, it has sustained an impressive economic 
resurgence. It taxes land value at three times the rate of buildings, and (arguably resultantly) 
boasts the following improvements[29]: 

 The number of vacant structures, over 4200 in 1982, is today less than 500; 
 With a resident population of 53,000, there are 4,700 more residents employed today 

(than in 1982); 
 The crime rate has dropped 22.5% since 1981. 
 The fire rate has dropped 51% since 1982. 

However, it should be noted that this scheme of land value based local finance has not been 
without its mistakes. For example, the City of Uniontown reverted back to a flat rate system after 
an initial experience proved unsuccessful. Having introduced the two-rate system in conjunction 
with an overall tax increase in the same year, a number of irate residents had the policy 
rescinded. This provides a valuable lesson; should a two rate system be introduced, it should 
only ever be done so while maintaining a revenue neutral tax base – at least initially. A generally 
accepted guideline is that a maximum of 20% should be shifted off buildings and onto land each 
year, for a period of 5 years, or 10% each year for a period of 10 years[30]. 

Potential Considerations for NI 

 May have specific applicability to shortage of housing in Northern Ireland, could motivate 
development. Pittsburgh case indicates success in this area; 

 There could be issues regarding fluctuations in land values and interactions with the 
planning system. For example, would speculators be awarded a Land Value credit if the 
value of their land fell? 
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 Could result in redistribution of the tax burden, away from residential ratepayers, 
towards commercial and/or agricultural; 

 Appropriate exemptions would be required to protect conservation areas etc. 
 Could affect pensioners with very low incomes but valuable property; those with 

considerable land could be worse off under land value taxation; 
 Essential that this be introduced on a phased, and revenue neutral, basis. 

6.3 Summary Strand 2 Considerations 

Local 
Income Tax 

Previous UK studies 
reported favourably 

Used in numerous U.S. 
states to supplement 
local property tax 

Maryland, Indiana, 
Michigan, etc levy low 
and simple rates. 

Rates in New York are 
progressive (more 
burdensome for high-
earners) 

 Previous studies have identified this as a 
potentially suitable as supplement / alternative 
to domestic rates. 

However, it has been suggested that it could be 
expensive and difficult to administer. 

 The applicability of Tiebout’s hypothesis of 
‘voting with feet’ should be borne in mind for 
NI. High levels of taxation might act as a 
disincentive for (particularly professional / 
managerial) taxpayers to live and work in NI. 

Accordingly, high comparatively high levels of income 
tax could compromise economic growth in NI. 

(New York represents a unique exception to this in that 
it is effectively a monopoly economy– the risk of 
residents relocating is unusually low.) 

 Additionally, on the issue of predictability and 
buoyancy, the yield from a local income tax 
could be compromised during periods of 
economic downturn. 

 In some countries where a local income tax has 
been adopted, there have been problems with 
excessive taxation. 

 The international experience presents another 
potential problem with the implementation of a 
local income tax: the reluctance of central 
government to share this tax base with local 
government*. 

Income Tax 
Varying 
Powers 

3p Tax Varying Power 
exists in Scotland – has 
never been used. 

 Assuming the implementation of a system 
similar to the Scottish one, this would be likely 
to be perceived as regressive. 

Local Sales 
Tax 

Used by numerous U.S. 
states; second most 
important source of local 
government revenue 

 Typically used at state level; involves high 
administrative and compliance costs. 



 Proximity with ROI is an issue since problems 
might arise with cross-border shopping / tax 
exporting. 

 Potential problems with EU compliance. 

(Derelict) 
Land Value 
Taxation 

Various unsuccessful. 

Pittsburgh appears to 
offer example of 
successful land value 
taxation 

 Could ‘marry’ well with the current strategy to 
relieve housing shortages in NI, by 
encouraging development Pittsburgh provides 
evidence of potential success in this regard. 

 Could be issues with fluctuations in land value 
– should a credit be awarded if value falls? 

 Could redistribute tax burden towards 
commercial / agricultural (appropriate 
exemptions would be required to protect 
certain land / ratepayers) 

 Economic theory suggests that taxing scarce 
resources results in improved efficiency; 
implies that a local land tax could be beneficial 
(unlike some other taxes) for the local 
economy. 

 Could affect pensioners with very low incomes 
but valuable property; those with considerable 
land could be worse off under land value 
taxation 

 Essential to be phased in and revenue neutral. 

* “Options for Reforming Local Government Funding to Increase Local Streams of Funding: 
International Comparisons”, Prepared for the Lyons Inquiry into Local Government Funding, 
Loughlin and Martin, Cardiff University. 

6.4 Additional Considerations 

 A generally important point is that recent improvements in assessment methods, (for 
example, more frequent assessments and the use of computer-based comparisons) have 
significantly enhanced Canadian property taxation, notably in Ontario. 

 A “Transport Tax” is employed in France. About 150 transport “organising authorities” in 
urban areas have the power to levy a tax, versement transport. The tax is actually a 
wage tax, paid by all enterprises with more than 10 employees and is based on wages – 
it is known as a transport tax because the proceeds are earmarked for public 
transportation. 

 A “Property Registration Tax” also exists in France; departments levy droits 
d’enregistrement on sales of all buildings in the jurisdiction. 

 ‘User Charges’: Some countries raise a significant proportion of revenue from this source 
– for example, in New Zealand user charges account for 20 per cent of local government 
finance[31]. An advantage of user charges, and the associated concept (paying for 
services used), is that they are in line with the principle of ‘fiscal equivalence’ (that your 
tax burden represent the amount you use). Specific international examples include[32]; 

 Italy has a municipal tax on advertising and billboards, and one on household waste 
linked to the cost of collection; 
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 France has a tax on household waste disposal, based on the rental value of the property. 
It also has one on electricity. 

 The Netherlands has a sewerage tax linked to the volume of water used or the level of 
water pollution. 

 In March 2002, the Republic of Ireland (ROI) became the first country to introduce a 
“Plastic Bag Tax”. Local authorities are central to the enforcement of the levy on the 
ground, the revenues of which contribute to the Environment Fund[33]. 

 Municipalities in Finland can levy a ‘Dog Tax’. 

Annex 1 
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Follow up to 
Committee Meeting 10/10/07 

Is there any international evidence to suggest that the choice of local government taxation 
(property vs. income) is related to the degree of home ownership? 

 The table below shows the proportion of home ownership for countries in rank order, 
and the main source of local taxation revenue associated with each; 

 There appears to be some evidence of an association between high degrees of home 
ownership and the use of local property taxation. 

 However, Italy, Finland, Belgium and Sweden are all countries where homeowners are in 
the majority, yet they use local income taxation. Additionally, countries with a 
comparative ‘rental’ culture, such as France and the Netherlands, use local property 
taxation. 

Rank Country Proportion of Homeowners1 Main Local Tax Source 
1 Ireland 83% Property 
2 Italy 78% Income 
3 Australia 69% Property 
4 UK 69% Property 
5 Finland 67% Income 
6 Canada 67% Property 
7 US 65% Property 
8 Belgium 65% Income 
9 Japan 60% Mixture 
10 Sweden 60% Income 
11 France 54% Property 
12 Denmark 53% Income 
13 Netherlands 49% Property 
14 Germany 43% Income 
1. The figures are based upon home ownership as a percentage of all households, using data 
for 2000. 
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Source of home ownership data: Economist, 30 March 2002 & Euromonitor via NationMaster 
www.nationmaster.com/red/graph/peo_hom_own-people-home-ownership&b_p 

Scottish National Party Proposal for 
Scottish Local Income Tax 

 

Background Briefing 

SNP Proposal for Scottish Local Income Tax 

 As part of their agenda to create “a wealthier and fairer Scotland[1]”, the Scottish 
National Party (SNP) has set out proposals for replacing council tax (and council tax 
benefit) with a local income tax; 

 The idea behind this is to introduce a regime which is based intrinsically on ability to pay. 
 The local income tax (LIT) would apply at the starting, basic and higher rates, to all 

taxable income except savings income, and would be capped at 3%; 
 The SNP would continue to levy a property tax on second and empty homes. 
 They are also proposing a ‘freeze’ on council tax rates in the short term, to avoid interim 

increases. 

Financial Implications: 

 Council tax in Scotland is forecasted to raise £2,131 million in 2006-07, of which around 
£45 million comes from second and/or empty homes. Council tax benefit is forecasted to 
cost £381 million; 

 The Institute of Fiscal Studies (IFS) has estimated that, if the LIT were in place in 2006-
07 and was set at its maximum level by all local authorities, it would raise around £1,250 
million[2]; 

 The reform would therefore constitute (at best) a £450 million tax cut and leave a 
corresponding revenue shortfall[3]; 

 The SNP argue that this £450 million reduction in local authority spending could be 
absorbed with no loss of quality in public services, if councils make efficiency savings of 
1½% p.a. for 3 years. However, precedent suggests this could be difficult, particularly 
since this would be in addition to any efficiency savings already implied for the UK[4]. 

Net Income Implications: 

The table below quantifies the estimated average effects upon net income, by income decile 
group (individuals are categorised into ten groups on the basis of income levels – 1 is the 
Poorest, 10 is the Richest). 
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Source: Institute for Fiscal Studies, March 2007 

One of the potential shortcomings of a local income tax is that families (with multiple-earners) 
could be comparatively worse off. The next table quantifies net income effects, by ‘family type’: 

 

Source: Institute for Fiscal Studies, March 2007 

Some Criticisms of Proposed LIT 

The exclusion of savings income 

The proposed LIT has been criticised on the basis that savings income is excluded, and the 
implications of this for “fairness”. For example, a wealthy, retired investor who earns dividend 
income would not be required to contribute under this system. However, savings income is 
excluded due to the enormous administrative costs which would be associated with charging 
investment income[5]. 

Would reduce the importance of local government 

It is argued that local authorities’ reduced ability to raise revenue would constitute a significant 
reduction in the importance of local government within Scotland. Levels of local spending would 

http://archive.niassembly.gov.uk/finance/2007mandate/reports/report06_07_08r.htm#footnote-135044-5


be almost entirely determined by the level of grant received from the Scottish Executive, since 
local authorities would lose the ability to increase local taxes to fund expenditure. There are 
concerns that this could result in the accountability and efficiency of local government being 
undermined[6]. 

Burden on Employers 

The proposed LIT could represent a considerable additional administrative burden on local 
employers. 

Effect on families 

As mentioned above, it is argued that families consisting of multiple incomes would be 
comparatively worse-off under a LIT. 

High Earners may leave Scotland 

It is argued that the introduction of a LIT would result in the economy suffering the flight of high 
earners. High earners are typically highly mobile; they often have more control over their terms 
and locations of work. They are also adept at arranging their tax affairs to maximum advantage. 

Large companies may relocate 

Large UK companies with a presence on both sides of the border may recruit senior staff to 
offices outside Scotland if this tax is imposed. This argument implies that the tax could damage 
the economy doubly – by driving wealth creators away and diverting business to other parts of 
the UK. 

Implications for Housing Market 

The current system of council tax provides some incentive to live in relatively smaller (low-value) 
properties. This alleviates some degree of pressure on the local housing market. This effect 
would be removed by the proposed LIT[7]. 

[1] “Abolition of council tax – public domain statements by the Scottish Executive”, FMQs 7 June 
2007 

[2] This assumes that individuals’ behaviour did not change in response to the reform. 

[3] This estimate assumes that the savings from not having to pay council tax benefit (which 
would accrue) centrally, would be returned to the Scottish local authorities – if this was not the 
case, the tax cut would be £830 million. 

[4] “Analysis of the SNP proposal for a capped local income tax”, Institute for Fiscal Studies, 
March 07 

[5] “Abolition of council tax – public domain statements by the Scottish Executive”, FMQs 31 May 
2007 

[6] “Local Income Tax Would be Holyrood’s Biggest Mistake’, Policy Institute Website, 20/09/07 
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[7] “Why a local income tax would prove disastrous for Scotland”, Policy Institute Website, 
25/09/2007 
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