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INTRODUCING THE

PROPORTIONAL PROPERTY TAX

The decade since the global financial crisis of 2008 has been one of
deepening social discontent and growing political frustration, reflected
by the rapid rise of anti-establishment parties and populist politicians on
both sides of the political divide.

In the UK this has been seen in a polarisation of political debate, which
reached its highest pitch during the 2016 Brexit Referendum and the
years of instability that have followed.

Regardless of one’s views on Brexit, the Leave campaign was
undoubtedly successful in tapping into the concerns and the frustrations
of those who feel left behind by economic growth and societal change.
The campaign successfully united that sentiment across traditional
political divides.

Many have pointed to extreme levels of inequality as a source of these
frustrations: the top 10% of UK households possess 45% of all wealth,
while the bottom 509, own just 8%.! On one common measure, the UK
Is Europe’s third most unequal country, with only Lithuania and Bulgaria
ranked worse.?

The detrimental effect of this inequality can be clearly seen in people’s
views on societal fairness. A recent survey of the British public found
that 719, of people feel there’s “one rule for some and a different rule
for people like me” while 699, agreed that “rich people get an unfair
advantage”. In contrast, just 309, felt that “British society as a whole
is fair”.3

Yet even as the repercussions of the last financial crash continue to be
felt, a new and more severe economic crisis beckons, as a consequence
of the unfolding Covid-19 pandemic.

While our collective struggle to overcome the virus is bringing out the
best in many and strengthening social solidarity, it has also ruthlessly
exposed existing social and economic divides.

Though the disease has been described by some as the “great leveller”,
in reality it is inflicting a heavier toll — in terms of both health and
income — on those with pre-existing health conditions, individuals in
low-paid and insecure work and ethnic minorities.*®

Compare the white-collar workers, who have the ability to work from
home, receive sick pay and have access to savings, with the freelancers
and gig economy workers who lack such protections and must continue
working, despite the clear risks to their health.

Moreover, our ability to respond effectively to the crisis has been limited
by almost a decade of underfunding of public services, cuts to pandemic
planning programmes, PPE shortages and holes in our social care and
welfare system.

Once the immediate crisis is over, a new economic settlement will be
required to narrow Britain’'s gaping social divides and give our essential
public services the resources they need to be truly resilient.

Reforming Britain’s unfair property taxes must be part of the solution.
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OUR SYSTEM OF PROPERTY TAXATION
IS UNFAIR AND OUT OF DATE

Our current property taxes allow those who can afford the most valuable homes
to pay very little, while placing an unreasonable burden on homes worth less.
In addition, they fail to encourage the efficient use of our limited supply of
housing, under-taxing larger and often underused properties, and penalising
people when they move home.

This affects all of us. Whether we own or rent, we all pay property taxes and we
are all affected by how well designed they are. We all benefit from the local public
services and infrastructure which they fund. When these taxes are not working
well, we lose out as a society. Two taxes are largely responsible for this state of
affairs: Council Tax and Stamp Duty.

Average
property
price

London £471,357 London

South East £319,876 South East

East of Engalnd £286,499 East of Engalnd

South West [REFAONGHRS South West

West Mids £190,077 West Mids

East Mids £184,845 East Mids

Yorks. & Humber [JRENRSISIICIS Yorks. & Humber

North West £155,625 North West

North East £124,038 North East

Data: ONS Median house price

Council Tax data

3

Band D
average
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COUNCIL TAX - THE NEW POLL TAX?

Introduced almost three decades ago in 1993 as a rushed replacement for the even
less popular Community Charge, better known as the “Poll Tax”, Council Tax itself
now displays many of the same characteristics as its predecessor.

Council Tax is poorly designed, out of date, unpopular and unfair. The general
public recognises this, and for these reasons, Council Tax has come under attack
from every corner of the political spectrum.

Original polling and focus groups conducted by the Fairer Share team demonstrate
that people view Council Tax as unfair and in need of reform.® Just 299, of the
public believe that the way Council Tax is calculated is fair, and only 269, believe
that their own bill is set at the right level. Unsurprisingly, there is limited support
for maintaining the status quo, with just 339 of people in favour of keeping
Council Tax unchanged.

Council Tax places the heaviest burden on the young, low-earners and those living
in less prosperous parts of the country, who typically live in modest properties,
while benefiting wealthy homeowners and those fortunate enough to own multiple
properties. This is not what is expected of a fair tax.

Disposable

income
(earnings)

London £25,697

South East £13,499

East of Engalnd £18,277

South West £16,138

West Mids £19,763

East Mids £15,054

Yorks. & Humber [RERSHZZ)

North West £14,329

North East £13,418

ONS Wealth Survey
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TWO REASONS WHY COUNCIL TAX
IS UNFAIR

Firstly, Council Tax is based on property valuations that are almost thirty years out
of date, despite huge growth in house prices, particularly at the top of the market.
This means that those who have benefited the most from house price growth have
also been the biggest beneficiaries of the Council Tax system.

Average house price & 9, price increase since 1995.

Secondly, due to the band structure itself —in which all properties in a
specific band pay the same amount — homes at the bottom of each band pay
proportionately more than those at the top of each band.

These flaws mean that Council Tax is only weakly linked to property values. Rl £401,890 + 638%
A person living in a property worth £100,000 pays around five times more tax, I

as a share of property value, than someone living in a property worth £1 million. SRR £257,465 +499%
I
Or, to give a concrete example, compare the Council Tax bill of £1,702 paid by East of Engalnd [EZEINARNNRE/A
a modest property in Middlesbrough worth £150,000 with the £1,560 paid by T —

a £8 million home in Westminster. The Middlesbrough property is paying over w

1% of the value of the house in tax, whereas the Westminster property is England average ICENALTN e A
paying just 0.029%. D
£150,588 + 405%
I

South West

. ) ) West Midlands
Council Tax is stacked in favour of the wealthy.” It doesn’t make any sense — we —

don’t charge a higher rate of VAT on a Nissan than we do on a Ferrari, so why East Midlands EEATENe RN YA
should this be the case with property? Under a fair system, everyone would pay T ————
the same rate of tax as a proportion of property value. _North West B Ry

L
Meanwhile, younger adults and lower earners are concentrated in lower Council AR Ralleigl £118,285 + 363%

Tax bands, and therefore pay higher effective tax rates than wealthier and

North E £83,593 + 298
older households. orth East A

The problems with Council Tax do not stop there. It is riddled with well-intentioned £0 £100.000 £200.000 £300.000 £400.000
but distortionary exemptions for second homes and single occupants; this ’ ’ ' '
encourages under-occupation and fails to provide support to those who need it most.
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Recent government data shows that over 216,000 homes have been empty for
over six months, while a whopping 7.7 million homes claimed the single occupant 19
discount in 2018.8 One recent study by academics at UCL estimated that housing ?

worth a total of £123 billion in Britain is rarely used.? _
659, of homes are in bands

Council Tax places the burden on those least able to pay, as is powerfully 0.9% A-C, the lowest value bands.

illustrated by data on Council Tax debt.
_ _ _ These homes pay the highest
As of March 2019 the total amount of outstanding Council Tax debt in England

'l ' >td 0.8% rate as a percentage of the
was £3.2 billion, an increase of over 209%, in just four years.° property value. If the system
Research by the Money Advice Trust shows that Council Tax arrears account % W:S ;errnz” Pgusretki]grl]d;fvxf[zglicrj
for 609 of cases sent to bailiffs by local authorities, while analysis of Citizens > 07% Eoﬁse valuz P
Advice data by the Centre for Social Justice reveals that Council Tax debt-related g '
complaints have increased by 45% in under a decade.!! s Size of circles represents number of homes

s 0 6‘7 in each band.
In some cases unpaid tax has even led to criminal penalties, with 305 people ® P
sentenced to prison and 6,278 receiving suspended sentences in 2017-18 for S
Council Tax arrears.'? In addition to the human cost of this policy the government = 0.5%
is spending over £300mn!3 each year to collect these debts. g /0
These damning figures starkly illustrate the devastating impact Council Tax E‘)
is having on some of our most vulnerable members of society. s 0.49%,

=3
This is why a complete overhaul is urgently required.

0.3% G
Lo
0 £0.5 million £1 million £1.5 million £2 million

Average house price for band (2016)



THE ECONOMIC HARM OF STAMP DUTY

Council Tax’s partner in crime is Stamp Duty. A tax levied when property or land
changes hands, Stamp Duty is collected on transactions worth over £125,000, with
discounts offered to first-time buyers purchasing properties worth less than £500,000.

The good news is that Stamp Duty is not as poorly designed as Council Tax. It is
progressive, in that the tax rate increases based on the amount paid by the buyer. It
is linked to actual property value, and it is more generous to young people thanks to
its first-time buyer discount.

Nevertheless, we would be better off without it. Described as ‘“‘economic nonsense”’
by Paul Johnson, Director of the non-partisan Institute for Fiscal Studies, Stamp
Duty — like Council Tax — has worsened the housing crisis by impeding the efficient
use of existing property.

By taxing property transactions, Stamp Duty discourages homeowners from
moving - be it an older couple downsizing or a growing family upsizing -

that would lead to a more effective use of housing. This has wider economic
consequences when it leads to people turning down job opportunities outside of
their local area due to the cost of moving home.

As we have seen, Council Tax and Stamp Duty are unfair, inefficient and harmful
to the economy and wider society.

A DEEPENING HOUSING CRISIS

The housing crisis has been a key contributor to the weakening of social cohesion.

The prospect of home ownership is increasingly a distant dream for younger
generations and all but the highest earners, particularly in large cities.

This is reflected in figures showing that while 87% of the public would like to own their
home!4, just 649, of households are owner occupiers — falling from 719% two decades
ago. Among young people, home ownership has fallen by a third during this period.*®

Meanwhile, members of older generations who bought their homes many years ago
find themselves living in properties which may well be too big for them now, but they
are reluctant to downsize due to the cost of paying Stamp Duty on their next,

albeit smaller, home.

The causes of the housing crisis are complex and diverse, and include inflexible
planning rules, resident opposition, insufficient public investment and “landbanking”
by private construction firms.

Council Tax and Stamp Duty have also played their part by fuelling house price
inflation and encouraging the inefficient use of property and land.%?’

By failing to keep up with eye-watering house price growth over the past three
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decades, Council Tax has deprived the government of crucial tax revenues and
artificially increased the relative attractiveness of housing as an investment,
inflating the housing bubble.

10% £6 trillion

‘ Property tax as % GDP (left axis)

. Property wealth (right axis)

8%

£4 trillion
5%

£2 trillion
3%
0% £0 trillion
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2010
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2014
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Data: OECD GDP Data and ONS Blue book property wealth

The result is that owner occupiers are increasingly being crowded out by investors
and purchasers of second homes, who now make up roughly a quarter of all
residential property sales.'®

By under-taxing larger and more expensive properties relative to other homes and
taxing housing transactions, Council Tax and Stamp Duty discourage the efficient
use of our existing stock of housing.

Because it does not apply to undeveloped sites that have already received planning
permission from their local authority, Council Tax also incentivises developers to
delay construction in the expectation of rising land prices, a phenomenon known as
“land banking”.

We also have the so-called “Bedroom Tax”, a clumsy attempt

to discourage those claiming housing benefits from keeping spare rooms. This
is a policy that has disproportionately impacted the poor and vulnerable
without solving the problem it sets out to solve!?, and which even its original
supporters concede has failed.

Solving the housing crisis will require a multi-pronged approach, including more
building and modernised planning rules as well as tax reform.



AN UNSUSTAINABLE REGIONAL DIVIDE

Alongside class, gender and ethnicity, the regional divide is a major contributor

to inequality in modern Britain. According to one recent academic study, the UK has
greater regional inequality than 28 other developed economies, including the United
States, France, Germany, Spain, Sweden and South Korea.?°

A huge gap in economic prosperity between London and the South East and the
rest of the country, unaddressed and in some respects worsened by policies set
in Westminster, has eaten away at national solidarity and the sense that “we’re all
in it together”.

There are many reasons for the regional divide, but Council Tax certainly doesn’t help.

As we have seen, Council Tax under-taxes larger and more expensive properties —
concentrated in London and the South East — while overtaxing cheaper homes in other
parts of the country.

This effect has been magnified because, since the inception of Council Tax, properties
have not been revalued to keep up with property price increases — which again have
been largest in London and the South East.

This has led to the deeply unfair situation in which those parts of the country

with greater property wealth pay relatively less in Council Tax. The effective tax rate
on residential property is just 0.29% in London compared to 0.79% in the North East,
over three times as much.?!

IAverage council tax paid as 9% of house price I Total property wealth £ Trillion

North East North East

North West North West

Yorks & Humber Yorks & Humber

East Mids East Mids

West Mids West Mids
South West South West

East of England East of England

South East South East
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A BETTERSYSTEM IS POSSIBLE

We’ve shown that the current property tax system is unloved, unfair,
unsustainable and unfit for purpose. It’s also clear that minor tweaks won’t
do - an entirely new system is needed.

But what should that system look like?

In contrast to the current system it should have principles of fairness and equality
at its core. The Brexit referendum and the Covid-19 pandemic have brutally exposed
deep inequalities that are tearing away at Britain’s social fabric. A new economic
settlement, including a fair system of property taxation, is urgently needed to
restore social cohesion.

What makes a tax fair is its ability to raise sufficient revenues to pay for the public
services we all value and depend upon, while distributing that burden based on
people’s ability to pay.

Economists see property taxes as particularly fair because they are hard to
avoid, as well as being less economically damaging than taxes on people’s
incomes or businesses.

While we might not always like paying taxes, we accept them in return for the
safety net they provide — as long as we see that those better off than us are also
paying their fair share.

A new property tax should therefore charge people based on their actual property
wealth and ability to pay, encourage the efficient use of existing property, and be
simple to understand.

The government has set its mind on narrowing the divide, promising to
‘‘level up” Britain’s regions. Replacing Council Tax with a fairer system
would be a good start.

(@)



CORE PRINCIPLES

We believe a better system is possible. In designing that system, we have based
our proposals on a set of core principles which we believe any fair system of
property taxation should embody.

These are that:

Property taxation should be based on actual property wealth;
the burden should be shared proportionately.

Property taxation should be simple to understand, easy to administer
and hard to avoid.

Property taxation should be redistributive, like income tax, with wealthier
regions supporting other parts of the country in the funding of local services.

Property taxation should relate to a household’s ability to pay.

Property taxation should encourage the most efficient use of our land,
buildings, towns and cities.

INTRODUCING THE PROPORTIONAL
PROPERTY TAX (PPT)

To the right, we set out seven ambitious yet pragmatic reforms which follow
our core principles and fix the many flaws we have identified in our existing
property taxes.

While each reform, implemented individually, would represent an improvement on the
status quo, we believe the proposals would be far more effective if implemented as a
combined package.

As Council Tax is devolved in Scotland, Wales and Northern Ireland, our proposal

to replace it only applies to England. Nonetheless, similar reforms could be
independently implemented in Scotland and Wales, while in Northern Ireland a similar
system already operates. Similarly, although our proposal to abolish Stamp Duty only
applies to England we would encourage all the nations of the United Kingdom

to implement this change.
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SEVEN KEY REFORMS

The confusing Council Tax band system should be replaced with a simple
Proportional Property Tax, charged as a fixed flat percentage of property value.
Based on extensive analysis, we recommend a flat rate of 0.48%, with a higher
surcharge rate of 0.96% for second, empty and non-resident owned homes.

e Stamp Duty Land Tax (SDLT) on owner occupied property should be abolished.
This would unleash a wave of housing transactions and help address the ongoing
housing crisis. There is clear evidence that Stamp Duty is acting as a barrier to
households that want to downsize, hindering the optimal use of existing property
and making homeownership more expensive for all.?? Stamp Duty should
however remain in place for second home and non-resident buyers.

6 Property tax should be collected not from tenants, but directly from owners,
who are in a better position to pay. This would bring England into line with
international practice, and reduce administration for councils, due to there
being fewer owners than individual properties (due to multiple ownership).

O A deferral mechanism should be introduced for those owners genuinely
unable to pay. Tax and a modest interest charge could be paid at a later date
or, if need be, upon sale of the home, thereby avoiding the debt issues that
have plagued the collection of Council Tax.

6 Property taxation should be made simpler and fairer by abolishing the
majority of reliefs and exemptions, including those for single occupants,
second homes and empty homes. The ineffective and unfair “Bedroom Tax”
should also be removed. These reliefs complicate the system and have
unintended negative consequences.

G A revaluation of all residential property must take place as soon as possible,
with annual revaluations thereafter.22 Improvements in technology make this
much more feasible than in the past. Properties should be taxed on their
average value across the last three years, to ensure that increases in property
value are subject to taxation.

6 Property tax should apply to undeveloped plots of land that have received
planning permission from the local council. This would discourage developers
who purchase land and refrain from building while they wait for the value of the
plot to increase.
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CALCULATING THE BENEFITS Average Savings per Household

As part of our analysis we have used the latest data, including updated property for Single Home UK Taxpayer
prices and the tax each household currently pays, to model the impact our
proposed reforms would have.

North East

Our modelling, for England only, shows that if politicians implemented our £615

proposals, then:

* 18 million households would pay less tax, with 759 of households
better off.?*

Yorks. & Humber
£615

* 4.6 million single occupants would pay less than they do with their current Council North West

Tax discount. £510 .
East Midlands
» £6.5 billion per year would be saved by Council Tax payers outside central London, £385
representing a huge boost to countless communities and their local economies.
+ 8.7 million households would be removed from property tax altogether, as the wi?cfltands
obligation to pay is transferred to the landlord. This would save tenants time and £365 fff;

local councils £400 million in annual administrative costs.

» Every year over 750,000 English house buyers would no longer have to pay
Stamp Duty or fill out forms to declare exemption, making house buying simpler ' London
South West - £260

and cheaper.
£305

* 1.4 million second homes, empty homes and undeveloped properties would finally
pay their fair share of tax, with revenues used to lower bills for all taxpayers. Their
owners would be incentivised to rent, sell or develop these properties to cover the
tax bill, putting more homes on the market.

South East
£155

In regions where overall savings are less, many lower income households
will still be better off.

100 - 80% 80 - 75% 75 - 60% 60 - 509 35-09%

* A higher rate for non-UK taxpayers would raise £2 billion and would reduce bills
for UK taxpayers.

Our system is fully costed (see appendix) and revenue neutral, raising just as much Majority better off Low income better off
from UK taxpayers as Council Tax and Stamp Duty currently do. While many have . » _ _ _
. . . ) X k . Contains National Statistic data © Fairer Share copyright and database right 2020
convincingly argued for increased council budgets to pay for essential public service Contains OS data © Fairer Share copyright and database right 2020
needs, we believe calling for an increase in taxes is beyond the scope of this paper.
900~
200
900~
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Total Savings by Region for
Single Home UK Taxpayers

North East

Saving = £703m
Surcharge = £63m

Saving = Saving
for UK Tax Payers

ith Single H
wi Ingle mome Yorks. & Humber

Saving = £971m
Surcharge = £139m

Surcharge = Surcharge
for Foreign Owners and
Second Home Owners.

North West
Saving =£1,412m

Surcharge = £35m East Midlands

Saving = £876m
Surcharge = £109m

West

Midlands

Saving = £1,103m
Surcharge = £124m

East

Saving = £313m
Surcharge = £51m

'

London

No Saving
Surcharge = £2,500m

South West

Saving = £770m
Surcharge = £353m

South East

Saving = £351m
Surcharge = £626m

In regions where overall savings are less, many lower income households

will still be better off.

Majority better off Low income better off

Contains National Statistic data © Fairer Share copyright and database right 2020
Contains OS data © Fairer Share copyright and database right 2020

Council Tax

Current
System

Regions

Proportional Property Tax

Fairer
Share

Regions London Surcharges

£10 billion £20 billion £30 billion
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POLICY COSTINGS

All figures in £ billion

Revenue Revenue

Existing Taxes Scrapped raiced required Source
Council Tax net receipts to local government £31.9 MHCLG Council Taxbase
2019/20 : data
Stamp Duty Land Tax receipts from UK £4 D HMRC Stamp duty
taxpayers with single home : statistics
Under-occupancy penalty (Bedroom tax) - . .
est. receipts to central Gov. £0.3 Guardian Media Group
Empty homes premium - net receipts to £0.1 MHCLG Council tax
local Gov. : exemptions data
Annual Tax on Enveloped Dwelling receipts £0.1 HMRC ATED Statistics
Total value of taxes scrapped £36.7

Receipts and Savings from PPT Policy

Ta>§ raised by PPT on UK tax payers primary £30.1 Fairer Tax campaign
residence 0.48% rate

Surcharge on existing planning permissions £1.2 LGA 2017 data
Surcharge on offshore owners £2.0 HMRC ATED Statistics
Surcharge on empty homes £1.5

Surcharge on second homes £0.9 g(':r?qﬁig?:gg,!atax
Removal of discretionary exemptions £0.4

Ssgﬁ\éaLg;qzt;siness rates relief loophole for £0.2 VOA Data

Reduced collection and administration costs £0.4 Government figures
Total raised by PPT policy £36.7

Total figures may not sum due to rounding




SUPPORT THE CAMPAIGN

We are not the first to point out the flaws with Council Tax and Stamp Duty, nor the This paper marks the beginning of that campaign. Under the “Fairer Share”
first to put forward alternatives. banner, we aim to create a citizen-led movement that will bring about the reform
so badly needed. Our campaign combines original analysis, fresh polling,
multimedia content, events and social media outreach to build that coalition
and raise the political profile of property tax reform.

Our work draws on the impressive research carried out by some of Britain’s most

esteemed think tanks, including the Institute for Fiscal Studies (IFS), the Resolution
Foundation and the Institute for Public Policy Research (IPPR). Politicians from both
sides of the divide have called for similar reforms to those outlined in this paper. The first step in supporting our movement is to sign the petition on our website.
We hope that after reading this paper you will reach the same conclusion as us -

Moreover, a number of countries - including Ireland, Denmark, United States and Britain deserves much better than Council Tax and Stamp Duty.

Australia - have already successfully implemented proportional or progressive
property taxes. Tax will never be welcomed, but it should at least be fair. With your support,
we can bring about change and improve the lives of millions of people up and

Yet, despite the criticism, Britain’s property tax system remains largely unchanged, down the country.

with politicians unwilling to undertake reforms they fear voters will either not
appreciate or worse, angrily oppose.

Our polling shows that voters want reform. As we’ve demonstrated, Council Tax is 7
unfair for most homeowners. Our Proportional Property Tax would create many \_
more winners than losers.

Moreover, having won an unprecedented number of seats in Labour’s historic
northern heartlands, the Conservative Party — whose latest manifesto called for
limiting “arbitrary tax advantages for the wealthiest in society” — is less opposed to
redistributive policies than it has been in the past. Their MPs talk about levelling up.
Here is their opportunity.

But success will require a new approach. We need a large-scale popular movement
to inform the wider public and give them the tools to champion reform. Only then
will politicians in Westminster begin to pay attention.

Lui PLEASE CLICK HERE TO SIGN THE PETITION FOR A FAIRER SHARE



http://www.fairershare.org.uk/petition
http://www.fairershare.org.uk/petition
http://www.fairershare.org.uk/petition

METHODOLOGY & VALUATION PROCESS

Our policy will be based on annually updated house prices. We propose that annual
revaluation be based on a rolling average of property prices over the previous
three years, in order to moderate the impact of sudden changes in house prices
due to economic crises or instability. Our analysis uses the records of over 20
million property transactions which have been documented by the Land Registry
(a government department) since Council Tax was introduced. Older records are
updated using government data on house price inflation.

This is the same method used by companies like Zoopla and Rightmove to estimate
the prices of homes they show. Where a property hasn’'t been sold in the last 30
years, we use the average price for a property of that type in that location.

We have been deliberately conservative with our property value estimates, preferring
to undervalue and use a higher rate for the Proportional Property Tax. This is

more prudent than overvaluing and proposing a rate that would be too low to raise
the required revenue. Overvaluing properties could also lead to large numbers of
challenges that would require time and resources to defend.

We propose that as part of the new system, the tax rate and amount of

tax paid is published for every property. This would enable tenants to confirm what
their landlord is paying, house buyers to understand what their costs would be,
and property listing sites to accurately display the full cost of renting or owning a
property. The current process for appealing a valuation, whereby a homeowner can
challenge their valuation if they think it is too high, would remain in place.

The same approach to valuation can be applied to homes that have had planning
permission granted but that have not yet been built. The nearest equivalent
home (in terms of location, type and size) would be used to determine the value
the completed home would sell for. PPT would be applied to this valuation and
collected from the developer until the sale of the house.

How we measure winners and losers from the policy change

To measure the impact of our policy on households, we have compared what
households currently pay under Council Tax and Stamp Duty with what they would
pay under the Proportional Property Tax, based on our estimates of property value.

Calculating the number of households that benefit from our policy requires us to
know both the change in what they pay and the total number of households that will
be affected. The total number of households is defined as all those that pay Council
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Tax, whether at full or discount rate. Our policy retains Council Tax support for
pensioners and working age households but removes other discretionary exemptions
and reductions. For tenants, we assume that any change in tax is passed on by the
landlord, whether that is a rise or fall.

An expected outcome of our policy is that many of the owners of currently
unoccupied or under-occupied empty homes and second homes seeing a

Tax rise would rent to cover the cost. This would mean more properties on

the market and lower rents. To keep our model simple and results robust however,
we do not allow for this dynamic effect of lowered rents and will therefore be
underestimating the number of households benefiting financially from our policy.

For the Stamp Duty estimate we calculate the tax due under the current system and
divide this across 20 years, the average length between house sales. As with other
calculations we have been conservative and assumed that the price sold would be at
a discount (in absolute terms) to the current house price?®, therefore actual savings
would be higher.

To estimate the number of offshore owners and the value of property they own we
use a combination of government figures. Since 2013 the government has required
anyone buying property through an offshore company to pay ATED (Annual Tax on
Enveloped Dwellings) while non-UK taxpayers purchasing additional dwellings must
declare this and pay higher-rate Stamp Duty. In both instances, the government
publishes this data, including on the value of the property acquired.?¢?’ To account
for non-UK taxpayers not identified in these two ways, we use research published
by Savills?® estimating that 7% of London sales were to non-UK nationals. Our
conservative estimate is that less than 1.69% of English homes are owned by
non-UK taxpayers.

We use figures for second or empty homes that are published by the government??,
as well as official data on the number of homes®* (55,000) that were previously
paying Council Tax but which are now registered as a business but pay no
Business Rates due to the small business exemption.
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