IRRV EXAMINATIONS

LEVEL 1

June 2005

LOCAL TAXATION LAW AND PRACTICE
ENGLAND AND WALES
Time allowed: 3 hours

	Answer FIVE questions

THREE from Part A and TWO from Part B

All questions carry equal marks

(maximum marks 300)

Generally, questions in Part A relate to the Council Tax and those in Part B relate to Non-Domestic Rating, unless the question states otherwise

Candidates should illustrate their answers with reference to appropriate case law and legislation.
Where questions are divided into sections, marks will be allocated equally between sections unless otherwise indicated.




PART A

Answer THREE questions from this part

1.
Mr Brown, who is the owner of a residential caravan in Council Tax Band B is refusing to pay his council tax on the grounds that a caravan is not the same as a house and should not, therefore, attract any liability to council tax.

Advise Mr Brown why the caravan is included in the valuation list, assumptions made in valuing the dwelling and his right of appeal.
2.
Mr Smith has written to you requesting advice as to the potential council tax liability of his wheelchair bound mother, who is a 68 year old and a widow.  He is exploring three options and has asked you for advice on the following:

(a)
She will move into a residential care home, but her existing property will remain furnished until he decides whether she will return to it or sells it on her behalf.

(b)
She moves in a lodger who works full time, and allows him to use all the rooms in her property other than her bedroom.

(c)
They will sell her house and use the proceeds to build a self-contained flat accessible only through his property for her to live in.

Draft a reply advising of the likely liability in each scenario and what, if any charges, will apply giving a detailed explanation for each to justify your decision 

3.
Your Local Authority has served a completion notice on a local builder in respect of a newly built house.  He has written to you stating that the house is not yet complete as it still requires the kitchen and bathroom fixtures to be installed.

Draft a reply to the builder explaining:  

(a)
Why the completion notice has been served.

(b)
The options available to him including his right of appeal.

(c)
The liability that will arise if the house remains unoccupied and

          unfurnished.

4.
After a damning CPA report which highlighted the Council’s poor collection performance, the Chairman of the Internal Overview and Scrutiny Board has written to you stating he thinks all payments should be made half yearly in advance.
Write a reply advising him of the taxpayer’s legal entitlement to a Statutory Instalment Scheme and its requirements, and outline in detail any discretionary schemes available to the Council to incentivise early payment or payment by a non-cash method 

5.
A Billing Authority issues an explanatory leaflet when serving an attachment of earnings order. The Chief Revenues Officer believes that the following areas of the leaflet need rewriting:
(a)
What constitutes "net earnings"




(15 marks)

(b)
How deductions are calculated. Your text should include simple examples and make particular reference to how deductions in respect of holiday pay should be treated.






(15 marks)

(c)
The duties on both an employer and the debtor.


(20 marks)

(d)
What action can be taken if the employer fails to comply with the order.










(10 marks)
Draft the text to be included in the leaflet.
PART B
(Answer TWO questions from this part)

6.
Write a report note to Members outlining the following schemes in relation to Non Domestic Rates:
(a)
Small Business Relief





(30 marks)
(b)
Business Improvement Districts




(20 marks)
(c)
Local Authority Growth Business Incentives


(10 marks)

7.
Under what circumstances would a billing authority be required to pay interest on an overpayment of rates? In your answer, make reference to terminology and formulae used in the regulations. 

8.
A sole trader who has just completed their first year trading as a fashion store has written to you after receiving a summons. He states that he is unable to pay the rates due immediately and is now facing the real possibility of closure due to his inability to pay them.
 

He informs you that he has been advised by a friend to go into insolvency as he is neither a homeowner nor has any personal assets which could be sold to clear the debt. However, he does not understand what would be the implications of this action on him and his two employees. In addition, he states that he believes that his low level of business activity is only temporary and anticipates his trading position will improve significantly in the next six months. This will allow him to occupy the second and third floors of his shop which have a rateable value of £13,000 and have been vacant since he rented it. 
 

Draft a reply explaining any assistance that may be considered by the Council using their discretionary powers. Include in your answer, an explanation of the  term "personal insolvency" and its implications on him and the business should he take this course of action
9.
The Citizens Advice Bureau has written to your Authority on behalf of a local business. They have expressed concern that there has been a visit from the Council’s bailiff who entered into a walking possession agreement at considerable cost to their client. The CAB has requested the following information:
(a)
The goods and chattels that are protected from distress

(25 marks)

(b)
Details of the fees that a bailiff can legally levy, and

(20 marks) 

(c)
The ratepayer’s right of appeal against the actions of the bailiff which are deemed illegal.






(15 marks)

Draft a suitable reply.
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Level One Local Taxation Law and Practice 

Examiners Comments

COUNCIL TAX

Question 1 : Chargeable Dwellings

7 candidates attempted this question, and 3 achieved a pass. 

To score well, the question required candidates to address the issues raised in the letter and use caselaw to back up their answer. Marks were awarded as follows;

	Question 1
	 

	 
	 

	Detail
	Marks

	 
	 

	Definition of a Chargeable Dwelling
	6

	Treatment of Caravans and Boats because of caselaw
	5

	gave rise to Caravans and Boats Act 1996
	 

	Basis of Valuation (bands) and Antecedant Date
	6

	Assumptions made in 1992/550 regs (2 marks for each)
	18

	Time Limits on proposal
	10

	Contents of a proposal
	12

	Style
	3


Weaknesses In Answers;
· This was not a “sole or main residence” question as answered by a number of candidates 

· No candidates mentioned any caselaw or quoted the Caravan and Boats Act

· Only 2 candidates made reference to the assumptions made in terms of valuing a chargeable dwelling necessary to score well and defined in legislation.

· Answers to the content of proposals were only attempted by a few and then the part was not well answered. 

Question 2 : Liability and Exemptions  

14 candidates attempted this question, and 6 achieved a pass. 

This was a relatively straightforward question, which required candidates to be able to identify the likely liability in each of the three scenarios  

	Question 2
	Marks

	 
	 

	Part A
	 

	Section 8 and Liability of Owners Regs
	4

	Class A Definition
	6

	Definition of Relevant Absentee
	3

	Class E definition and explanation
	7

	 
	 

	Part B
	 

	Section 6
	2

	She remains liable based on hierarchy of liab
	6

	Loses SPD
	3

	Qualifies disabled relief as wheelchair
	6

	Style
	3

	 
	 

	Part C
	 

	 
	 

	She will be liable as resident
	3

	Explanation of Self Contained Unit – definition
	6

	Class W exemption and qualifying criteria
	8

	Class T if ever vacated
	3


Weaknesses in Answers

On Part A, this was the best answered part with most identifying the issues concerning the relevant absentee although surprisingly only one candidate made reference to the implications of Section 8, LGFA 1992 in respect of the care home and that liability would fall on the owner.

On Part B, a number of candidates incorrectly assumed that the lodger would be liable showing a lack of understanding of Section 6, LGFA 1992. In addition only about half of the candidates made correct reference that a reduction of one band under disabled relief rules would apply as a result of the wheelchair being used indoors

On Part C, this part was answered very poorly with no or little understanding of the liability implications which can be found in Class T and W of the Exempt Dwellings Order SI 558 (as amended). 

Question 3 : Completion Notices 
14 candidates attempted this question, and 6 achieved a pass.

	Question 3
	 

	 
	 

	Purpose of Issuing Completion Notice - bring in list
	6

	May Quote Watford v Parcourt Case (if do credit)
	 

	Quote Section 17 and Schedule 4a
	4

	When is a Completion Notice served
	8

	Cannot be retrospective
	2

	No legal definition of structurally sound and fit for
	10

	habitation but bathroom and kitchen not sufficient
	 

	Advise of his appeal right - to VT in 28 days & if does 
	10

	Nothing
	 

	Must Pay even if appeal
	2

	Advise of Class C if remains substantially unfurnished 
	10

	and unoccupied - no charge
	 

	Charge after 6 month to "person entitled to possession"
	5

	Style
	3


This was either well answered or not with very little in the middle.

Weaknesses in Answers

· Lack of statutory references

· No one quoted that the notice could not be retrospective 

· Very few made reference to the practical interpretation of the rules as requested. That was that although no legal definition of complete exists, a lack of bathroom or kitchen was not sufficient to prevent a notice being issued.

· The appeal rights was not covered by Section 16 LGFA 1992 as indicated by a significant number of candidates and is instead appealable direct to the VT within 28 days.

· The ongoing liability part of the question was best answered although a number of candidates quoted that class A would apply not Class C.

Question 4 : Instalment and Incentive Schemes

Of the 9 candidates who attempted this question, only 1 passed. I was surprised at the poor quality of the answers and the lack of knowledge demonstrated considering this is a part of the syllabi that candidates will encounter as part of their everyday “advice giving” role.

Marks were awarded as follows;

	Question 4
	 

	 
	 

	Schedule 1 A & E Regs
	2

	Explanation of Statutory Scheme
	22

	2 points for each of 10 points plus bonus 2
	 

	 
	 

	Regulation 25 A & E Regs
	2

	Explanation of Early Payment Scheme -
	22

	Anticipate factual explanation of scheme (2 pts per fact)
	 

	Financial Implication to Council
	 

	 
	 

	Regulation 26 - Non Cash Incentive
	9

	 
	 

	Style 
	3


Weaknesses in Answers

· The quality and layout of answers was very poor

· Lack of knowledge of the incentive schemes available and qualifying criteria that needed to be satisfied in each.

· Limited facts were given about both the statutory schemes as outlined in legislation.

Question 5 ; Attachment of Earnings 

Of the 7 candidates who attempted this question, 4 passed . This was the best answered question on the paper 

Marks were awarded as follows;

	Question 5
	 

	 
	 

	A - Details of Net Earnings definition (3 marks for each)
	15

	 
	 

	B - Simple weekly and monthly deductions (% age) and
	15

	holiday position - 5 marks each
	 

	 
	 

	C - Requirements on Employer and Employee - detail 
	20

	each point (2 marks for each)
	 

	 
	 

	D - Magistrates Court - explain process
	7

	Style
	3


Weaknesses in Answers

· On part A, this required an understanding of the statutory definition covered I legislation. Maximum marks were awarded to a number of candidates although some demonstrated very brief or no knowledge.

· On part B, how deductions were calculated was well answered although the issue of holiday pay was largely ignored by most.

· On part C, this was a repeat of the comments made in part A.

· Part D was the best answered part of the question although a number of candidates referred to the issue of penalties by the Billing Authority as opposed to the imposition of a fine by the Magistrates Court.

NON-DOMESTIC RATES

Question 6 – Business Rate Schemes

Of 10 candidates who attempted this question, 4 achieved a pass. This question was straightforward requiring clear reference to new schemes that have been introduced over the last 18 months and marks were awarded as follows;  

	Question 6
	 

	 
	 

	Small Business Relief
	 

	 
	 

	Statutory Reference
	2

	RV that qualifies for maximum relief
	5

	Impact of between 5 and 10,000 RV 
	5

	Buffer Zone explanation
	5

	Multipliers used
	5

	Implication of more than one property
	5

	Application Process
	5

	 
	 

	BIDS
	 

	 
	 

	Explanation of a BID - purpose/life
	6

	Point Distribution to include following (variety of key facts) 
	 

	Advise of BID area
	 

	Vote
	 

	Veto Powers
	 

	Majority (75%) binds
	 

	Establishment of Board
	 

	 
	 

	LGBIA
	 

	 
	 

	Group based on historic growth determined by Govt
	6

	How calculated
	2

	Impact of growth above target level
	2


Weaknesses in the Answers

Part A was answered best of the three parts and marks were awarded in line with explaining the statutory basics of the scheme. The knowledge demonstrated meant some good scores were awarded

Part B was answered very comprehensively by one candidate who wrote 6 pages on BIDS but nothing else. A clear overview of the scheme being proposed was necessary to score the marks on offer and I was looking for 6 or so clear facts to score the maximum marks on offer.

Part C was poorly answered and ignored by a number of candidates.

Question 7 – Payment of Interest

Of the 6 candidates who attempted this question, only 1 achieved a pass which was disappointing as this is a question I have asked on a number of occasions and only requires a basic explanation of the scheme and statutory terms.

Marks were awarded as follows;

	Question 7
	 

	 
	 

	Legislation - Section 55
	3

	Circumstances when interest can be paid on overp
	8

	No limit on interest that can be refunded
	2

	How Interest rate determined
	4

	Definitions
	 

	Relevant Period and formula breakdown
	13

	Repayment Date
	8

	Subsequent Period and formula breakdown
	13

	Tax Implications
	3

	Financial Implications to Council - none
	3

	Style
	3


The main weaknesses included

· The layout of the answers was very poor and mostly consisted of vague one-liners without structure or apparent understanding.

· Consistent lack of detail (no reference to statutory framework and definitions in all but one of the answers). This was integral to the question and was necessary to score well.

· Lack of use of examples that would have made demonstrating knowledge of the area easier.

Question 8 – Terms

Of the 8 candidates who attempted this question, only 1 achieved a pass. This was again surprising as the question was straight forward. Marks were awarded as follows;
	Question 8
	Marks

	 
	 

	Section 44a
	 

	 
	 

	Section 44a – purpose
	4

	Can be retrospective although need to be sat
	3

	Discretionary power and how works
	10

	When it ends
	4

	 
	 

	Hardship
	 

	 
	 

	Section 49
	3

	Criteria to qualify
	7

	Financial Implications for Council
	4

	What must supply, retrospective, unlikely
	5

	 
	 

	Bankruptcy
	 

	 
	 

	Explanation of the term bankruptcy
	3

	Once bankrupt, stops action
	4

	Realise assets, raise cash for creditors
	4

	Individual restrictions 
	6

	 
	 

	Style
	3


Weaknesses in the Answer

Part A was poorly answered with a lack of knowledge demonstrated concerning the general requirements of the scheme. Answers were a combination of one liners apart from one very comprehensive answer. This is a regularl;y tested area on papers so was surprising.

Part B was the best answered of the three parts but again the quality of answers outlining circumstances when relief can be considered and the financial implications of awarding relief  was mixed

Part C was very poorly answered and once again only answered well by one candidate and was ignored all together by a number.

There was a general lack of statutory reference. .    

Question 9 – Bailiff Fees
Of the 6 candidates who attempted this question, 3 achieved a pass. Marks were awarded as follows;
	Question 9
	Marks

	 
	 

	Goods protected from Distress (2 marks from 
	25

	each stated with statutory reference possible 3.
	 

	Quoting at least 8 with statutory reference or 12 
	 

	without will score 25 marks)
	 

	 
	 

	Costs as defined in Schedule 3 
	2

	Breakdown 
	 

	Reason and Correct Fee (3 points) fee wrong lose 1.5)
	18

	 
	 

	Regulation 15 C & E regs
	2

	Explanation of Illegal Distress and options
	10

	Style
	3


Weaknesses in Answers
· In NDR, tools of the trade are not protected
· Most could give a number of examples of goods that were protected although there was a lack of statutory reference to legislation or caselaw to back up the categories
· The level of fees changed in October 2003. In a number of cases, reference was made to the new fee level although some quoted incorrect fees or the previous level.
· Answers on the appeal options in respect of an illegal distress were poor as was examples of what constituted an “illegal” distress.
Overall Comments

35.29% of candidates passed this examination 

The main reasons for candidates who scored low marks was to rely on their day to day knowledge and expect to pass on that alone.  The paper is “Local Taxation Law and Practice” and as such answers must display both an understanding of the legislation by quoting statutory provision, provide the detail that underpins it, as well as demonstrating an understanding of the practical application of those rules. I keep making this same observation.
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