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Dear Bob 
 
 
 
The Council Tax (Substitution of Proportion) (Scotland) Order 2016 
The Council Tax (Variation for Unoccupied Dwellings) (Scotland) Order 2016 
 
 
I have the pleasure of enclosing the Scottish Government’s response to the points raised in 
the Committee’s Report on the above Subordinate Legislation. In doing so, I would like to 
record my thanks to the Committee for the work undertaken in the scrutiny of the associated 
draft instruments. As both of these Statutory Instruments have now been approved by 
Parliament, they will apply from April 2017. 
 
As I stated in my evidence to the Committee, these changes are the first steps along a 
journey and the Scottish Government has committed that any future reforms will make local 
taxation fairer and more progressive. I very much look forward to further engaging with the 
Committee as this work develops. 
 
 
 
 
 

 
 
 
 DEREK MACKAY 
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SCOTTISH GOVERNMENT RESPONSE TO LOCAL GOVERNMENT AND COMMUNITIES 
COMMITTEE REPORT ON SUBORDINATE LEGISLATION 
The Council Tax (Substitution of Proportion) (Scotland) Order 2016  
The Council Tax (Variation for Unoccupied Dwellings) (Scotland) Order 2016 
 
 
 
Introduction 
Many of the responses to the specific questions set out in the Committee’s report reflect the 
policies announced in the Draft Budget of December 15th and the provisional total funding 
allocations set out in the associated Finance Circular (No 9/2016, attached for reference). 
This latter document forms the basis for the annual consultation between the Scottish 
Government and COSLA ahead of the Local Government Finance (Scotland) Order 2017 
being presented to the Scottish Parliament in late February 2017.  
 
The responses to the Committee's questions are presented using the same paragraph 
numbering of their Report. 
 
 
Paragraph 42 …we will seek confirmation of: 
- the predicted additional Council tax anticipated to be raised by each local authority and the 
corresponding impact on the level of revenue grant support; 
- the allocation by local authority of funding for reducing the attainment gap (and the 
confirmation of the basis on which that funding was calculated); and 
- the cost by local authority of the council tax reduction scheme (as arising from 
the draft Reduction Scheme Order). 
Paragraph 43 We also seek a response from the Cabinet Secretary on the extent to which 
the Scottish Government will undertake any reconciliation of actual Council Tax income from 
bands E-H as compared with that predicted at the time of the Local Government Finance 
Circular to determine whether any impact is cost neutral. 
Paragraph 60 In relation to the £107 million for the attainment fund (made available by the 
corresponding reduction in the general revenue grant to local authorities), the Committee 
intends to consider the forthcoming Education Bill to scrutinise the evolving relationship 
between schools, local authorities and the communities they serve in the context of 
enhancing local democracy and community empowerment. 
 
Scottish Government Response 
In these paragraphs, the Committee raises a number of points regarding the proposal for the 
increased Council Tax receipts arising from the changes to the charge for properties in 
Bands E, F, G and H to pave the way for an additional £100 million investment per year to 
close the gap in educational attainment.  
 
The Scottish Government has considered the various representations it has received in 
relation to this, as well as the evidence heard by the Committee, and can confirm that 
provision for the additional funding to meet commitments on the Attainment Fund will be met 
directly from the resources available to the Scottish Government at a national level, rather 
than from an adjustment to the local government finance settlement. The estimates of the 
increased Council Tax receipts to individual Local Authorities are set out in Annex B of 
Finance Circular No 9/2016.  
 
The additional resources available directly to schools through the Attainment Scotland Fund 
will be increased from the proposed £100 million/year to £120 million/year, with the 
distribution based on P1 to S3 pupils known to be eligible for free school meals and paid as 
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a ring fenced grant as part of the local government finance settlement, detailed in Annex E of 
that circular. 
 
The Committee also seeks detail on the estimates of revenue foregone by Local 
Government as a consequence of the SSI, now approved by Parliament, that amends the 
Council Tax Reduction (CTR) scheme.  
 
These are not available by individual Local Authority, but estimates agreed by a sub group of 
the Scottish Government/COSLA settlement and distribution group suggest the relief 
scheme for low income households in properties in Bands E,F G and H will reduce council 
tax receipts in Scotland by £6 million/year and the increase to the Child Premium by £8 
million/year.  
 
 
Paragraph 59 The Committee welcomes the lifting of the council tax freeze, providing 
Councils with flexibility to set council tax rates, albeit we acknowledge that the 3% cap will 
limit the level of any increase. We seek clarification from the Scottish Government as to 
whether it will monitor the impacts of inflation on councils so as to assess whether 3% 
remains the appropriate level at which to cap any increases. We also seek further details 
from the Scottish Government on exactly what the legislative powers referred to are, and 
what procedure will be followed to enforce the 3% cap. 
 
Scottish Government Response 
The intention to cap future Council Tax increases to 3% was a manifesto commitment made 
in the May elections, so whilst the Scottish Government will of course monitor the impact of 
inflation, it is not envisaged that this policy commitment will change.  
 
This was only one part of the overall package of measures and benefits set out as part of the 
Local Government finance settlement for 2017-18 which is now out for consultation.   
 
The Cabinet Secretary for Finance and the Constitution wrote to the President of COSLA, 
copied to all 32 Local Authority Leaders, on 15th December inviting any individual authority 
not intending to agree the offer and accept the full package of measures and benefits, 
including the 3% council tax cap, to reply by no later than Friday 13th January 2017.  For 
those authorities not agreeing the offer a revised, and inevitably less favourable, offer will be 
made. 
 
 
Paragraph 73 The Committee notes the evidence from a number of organisations on the 
need for a revaluation. We welcome the Scottish Government‘s commitment to continuing 
the conversation on local tax reform. We consider that any future change on the issue of 
revaluation would require political agreement. We would welcome an early update from the 
Scottish Government on these matters. 
 
Scottish Government Response 
The Scottish Government is aware of the points raised about revaluation in the Committee’s 
evidence sessions and concurs with the view that any future change on the issue of 
revaluation would require political agreement as it would require secondary legislation - an 
Order- subject to the affirmative procedure and therefore requiring approval by Parliament.  
 
Because of the potential impact on households and the administrative cost it would incur, the 
Scottish Government has no plans to revalue properties for Council Tax purposes. 
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Paragraph 80  
We note the briefing paper from the Scottish Government on the relationship between 
Council Tax Charges and water charges. 
Paragraph 81 
We believe that there is still a degree of ambiguity as to whether water charges will be 
revised in light of the proposed changes to the council tax bands and that this could 
potentially cause confusion and have a negative impact on customers. We therefore seek 
further clarification from the Scottish Government on its ongoing discussions with the Water 
Industry Commission for Scotland on the detail and timing of any changes to existing water 
charges as a result of this Order. 
Paragraph 82 
We also seek clarification from the Water Information Commission for Scotland of how it will 
adjust its levels of charging, in light of any changes to the council tax multiplier, to ensure 
that it continues to meet its objective of setting levels that meet the lowest reasonable overall 
cost. 
 
Scottish Government Response 
There are no changes to water charging following the proposed changes to council tax. 
Water charges will continue to reflect the Council Tax multipliers based on the Band D 
charge that was in place in 2015 when the independent determination of charges was made. 
Unchanged for this purpose means no change to bands or multipliers and in line with the 
independent determination which allows a rise by 1.6% in 2017/18.  
 
 
Paragraph 83 We welcome clarification from the Scottish Government of whether it 
proposes to review the appeals process for Valuation Appeal Committees to identify whether 
‘invalid‘ appeals can be disposed of more effectively. 
 
Scottish Government Response 
The Scottish Government does not presently anticipate changing the legislation governing 
the appeals process, but officials will engage with the Scottish Assessors Association and 
the Valuation Appeals Panels to gather a clearer understanding of how widespread the 
circumstances described are. 
 
 
Paragraph 84 
We also seek confirmation from the Scottish Government of how it supports local authorities 
to monitor and address, as raised by UNISON, the potential for an increased number of 
incidents of verbal or physical abuse to staff and whether, in light of the implementation of 
the draft Council Tax Order it will provide additional support should any increases in abuse 
be reported. 
 
Scottish Government Response 
The Scottish Government was, of course, much concerned, by the point raised by UNISON 
on the potential for an increased number of incidents of verbal or physical abuse to staff. 
Officials will therefore continue to engage closely with the practitioner community, both 
through COSLA and the IRRV, to monitor this.  
 
 
Paragraphs 87/8 
The Cabinet Secretary agreed that the communication exercise that follows will be extremely 
important to ensure that there is public awareness of the changes to council tax. In that 
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regard, he explained that the Scottish Government would look to work in dialogue with local 
government and-- 
…ideally it would be a joint piece of communication between the Scottish Government and 
the Convention of Scottish Local Authorities about how we share the information to local 
householders. 
Paragraph 95 
We seek confirmation from the Scottish Government, COSLA and SLGP of how each 
proposes to ensure that all those eligible for the Council Tax Reduction scheme are 
identified and notified as well as the detail of any national awareness raising campaign being 
proposed, either jointly or separately. Furthermore, we seek further details from the Scottish 
Government on how it will work in partnership to increase take-up of the reduction scheme. 
 
Scottish Government Response 
The Scottish Government confirms the commitment made to the Committee by the Cabinet 
Secretary for Finance and the Constitution regarding communicating the changes to 
households. The Scottish Government will work with Local Authorities to ensure that the 
changes proposed are clearly and consistently highlighted to council tax payers. 
 
The same communication will be important to raise awareness of potential entitlement to the 
Council Tax Reduction Scheme. Those presently in receipt of a Council Tax Reduction - 
nearly 500,000 households - will not need to act as the Scheme will automatically apply any 
changes. 
 
However, the Scottish Government wishes to ensure others who may be entitled to a 
Reduction apply and it is our understanding that COSLA shares this view. It is not in 
anybody’s interests for a household to fall into arrears when provision exists for their liability 
to be reduced to reflect their means and circumstances. 
 
 
Paragraph 99 Whilst the Child Poverty Action Group in Scotland highlighted the need for 
reform of the treatment of miscalculations of Council Tax Reductions by local authorities. 
They explained that- 
…previously, council tax benefit excess payments‘ could not be recovered from the claimant 
if they resulted from an official error to which the claimant did not contribute, and the 
claimant could not have reasonably realized that they were being overpaid. This is still the 
situation in relation to housing benefit, but case evidence shows that the recalculation of 
council tax bills to recover overpayments of CTR is causing hardship and confusion for 
claimants. 
Paragraph 100 We note these concerns and seek further information from the Scottish 
Government, COSLA and SLGP on what action, if any, they propose to take 
to address these points. 
 
Scottish Government Response 
It is important to note that the Council Tax Reduction scheme reduces an applicant’s liability 
for Council Tax and no payment is made to households. What CPAG refers to as 
‘overpayments’ are, in fact, under-payments of council tax due by the liable person. 
However, the Scottish Government would be concerned if this was widespread and officials 
will engage with CPAG, as well as the practitioner community, to ascertain the extent of the 
circumstances described. 
 
 

 


