POLICY NOTE
THE VALUATION AND RATING (CORONAYVIRUS) (SCOTLAND) ORDER 2021

SSI 2021/XXX

The above instrument will, if approved by the Scottish Parliament, be made in exercise of the
powers conferred by sections 6 and 37(1) of the Local Government (Scotland) Act 1975. The
instrument is subject to affirmative procedure.

Purpose

The purpose of this Order is to set out a rule for the determination of rateable values of
specified non-domestic properties. It will apply only to the 2017 valuation roll and will
ensure that, in calculating the rateable value of any specified properties, no account can be
taken of any matter arising on or after 1 April 2021 that is directly or indirectly attributable
to coronavirus. The rule will not apply to changes in the physical state of a property.

Background

Non-domestic rates are a property tax based on the rateable value (RV) of the property. RVs
are based on the annual rental value that a property would attract in an open market. Rating
valuations are carried out by independent Scottish assessors. RVs are periodically updated at
revaluations, with the most recent being on 1 April 2017 which were based on rental values as
at 1 April 2015 (the ‘tone date’). It is at revaluations that rateable values are updated to reflect
changes in the general level of rents including those caused by economic factors.

The independent Barclay Review of Non-Domestic Rates which reported in 2017 had
recommended the move to three yearly revaluations and a one-year tone date in order to reduce
shocks that might otherwise take place at future revaluations. The Scottish Government
accepted both of these recommendations and legislated for three yearly revaluations in the Non-
Domestic Rates (Scotland) Act 2020 and a one-year tone date in The Valuation (Postponement
of Revaluation) (Coronavirus) (Scotland) Order 2020.

The next revaluation will take place on 1 April 2023 with a tone date of 1 April 2022. Prior to
the start of the COVID-19 pandemic this was scheduled for 1 April 2022 with a tone date of 1
April 2020. However, in order to allow time for the property market to adjust post-COVID-19,
Scottish Ministers chose to delay the revaluation by one year and also move to a one-year tone
date for the 2023 revaluation, therefore delivering a one revaluation cycle ahead of schedule.

Between revaluations RVs can only be changed to reflect “material changes of circumstances”
(MCC) including, for instance, physical changes to the property - e.g. an expansion, or
potentially following the outcome of an appeal by a new owner, tenant or occupier.

Following the outbreak of COVID-19, according to data provided to the Scottish Government
by assessors, over 40,000 properties had an appeal lodged in respect of them between 1 January
2020 and 31 March 2021 in relation to the impact of COVID-19, or COVID-19 restrictions.
This could potentially impact the level of rateable values across a wide range of properties and
sectors ahead of the next revaluation.



On 25 March 2021 the UK Government committed to ruling out COVID-19 MCC appeals on
non-domestic properties in England. The Welsh Government has also confirmed its intention
to rule out such appeals in Wales.

The Scottish Government announced on 23 June 2021 that it also intended to take measures to
rule these appeals out in Scotland. It stated:!

“we agree in principle with the UK Government that market-wide economic changes
to rateable values, such as from COVID-19, should be only considered at revaluation
to ensure fairness to all ratepayers; and that it is not appropriate to use the material
change of circumstances provisions in the non-domestic rates legislation in relation to
COVID-19, or COVID-19 restrictions.”

Should COVID-19, or restrictions due to COVID-19, have an impact on rental values, this
would form part of general market conditions and should therefore be reflected at revaluation.
If this were not the case, assessors would be required to change RVs constantly to reflect any
relevant changes in rent.

This Order implements the above policy by setting out a rule for the determination of RVs of
specified non-domestic properties. It applies only to the 2017 valuation roll and ensures that,
in calculating the RV of any specified properties, no account can be taken of any matter arising
on or after 1 April 2021 that is directly or indirectly attributable to coronavirus. The rule will
not apply to changes to the physical state of a property.

Until this Order has come into force, a new entry on the valuation roll or a change to an entry
in the valuation roll can potentially reflect matters directly or indirectly attributable to
coronavirus. There is therefore a risk of a daily loss of non-domestic rates income for the
Scottish Government.

Primary legislation is required to ensure that RVs cannot reflect COVID-19 for any period
before 1 April 2021 and the Programme for Government announced plans to lay a Bill to this
effect.

Consultation

Section 6(4) of the Local Government (Scotland) Act 1975 requires that Scottish Ministers
consult such associations of local authorities or of persons carrying on undertakings as appear
to them to be concerned, and with any local authority, person or association of persons with
whom consultation appears to them to be desirable.

The Cabinet Secretary for Finance and the Economy, the Minister for Public Finance,
Planning and Community Wealth, and the Minister for Business, Trade, Tourism and
Enterprise have just concluded an extensive consultation and engagement exercise with all
the major business representative bodies as well as a large number of businesses from a
diverse range of sectors and regions across Scotland. Although these meetings were not
specifically intended to discuss COVID-19 MCC appeals, they nevertheless presented a
comprehensive and constructive opportunity to discuss the Scottish Government's approach
to supporting businesses during the current COVID-19 crisis and the priorities in terms of the
next stages of re-opening and recovery.

! https://www.parliament.scot/chamber-and-committees/written-questions-and-answers/question ?ref=S6W-
00997



The Scottish Government has also frequently consulted with relevant public bodies including
COSLA, local authorities and assessors throughout its response to the COVID-19 pandemic.
This includes the government's position on MCC appeals.

Impact Assessments

No Business and Regulatory Impact Assessment has been carried out because the impact of
the instrument cannot be estimated in the absence of any robust evidence of a change in rental
values. Making assumptions about such evidence, and its potential effect on RVs, for the
purposes of an impact assessment would be speculative, with a wide error margin, and would
also be potentially prejudicial to the independence of those public bodies which are
responsible for carrying out valuations (assessors) and for hearing valuation rating appeals
(valuation appeal committees, the Lands Tribunal for Scotland, the Lands Valuation Appeal
Court).

Financial Effects
There is no direct financial effect.
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