MAYO COUNTY COUNCIL

Submission to the Commission of Taxation 

1. INTRODUCTION

When considering any changes to a taxation regime, be it national or local, it is essential that the following characteristics are not forgotten.  

i. Accountability

It is essential that there is accountability and there must be some local control and responsibility for the raising of taxes locally to ensure greater value for money.  

ii. Equity 

Equity not only implies that all people are treated equally in relation to taxation but also that ones ability to pay is taken into consideration.

iii. Simplicity 

Not only should a taxation system be cost effective to administer, it should also, in so far as, possible be easily understood to ensure greater acceptance.

iv. Variability

Any taxation regime should not be so prescriptive as to prevent the ability of Local Authorities to take account of different local circumstances and needs. 

v. Compatibility

Any taxation system introduced at local level should be compatible with Central Government social, economic and taxation policies.

vi. Buoyancy

Income from taxation should grow from year to year as the economy grows, without the need to increase the actual level of taxation rates or charges.  

vii. Acceptability 

If a particular taxation regime is not widely accepted this will result in reduced collection and potential withdrawal of a particular scheme.

2.
LOCAL GOVERNMENT FINANCIAL SYSTEM
Mayo County Council has four primary Sources of Local Authority Revenue Account Funding:
BUDGET 2008

	
	 €m
	%

	Government Grants/Subsidies
	57.9
	37.9%

	Local Government Fund
	40.3
	26.5%

	Fees/Charges
	41.1
	26.9%

	Rates
	13.3
	8.7%

	TOTAL
	152.6
	100%


1) Central Government – State Grants and Subsidies

This funding source represents 37.9% of Mayo County Council’s budgeted income for 2008.

2) Local Government Fund (LGF) – General Purpose Grant

This fund, which represents 26.5% of budgeted income in 2008, was introduced in 1998 to replace the Rate Support Grant. Illustrated below is a bar chart outlining the trend of this funding over the past ten years.
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3) Local Fees and Charges (Local direct taxation)

This funding source amounted to €41.1m and represents 26.9% of current expenditure.

4) Commercial Rates (Local Commercial taxation)

This funding source amounted to €13.3m and represents 8.7% of current expenditure.  
MAYO COUNTY COUNCL RATES INCOME 2003 – 2007

	Year
	€m
	% Increase in ARV
	No of rate Demands Issued

	2003
	8.3
	6.0%
	2,844

	2004
	10.1
	4.5%
	2,950

	2005
	10.9
	5.5%
	2,619

	2006
	11.6
	4.0%
	2,708

	2007
	12.7
	3.5%
	2,825


The corresponding figures in relation to the three town council in Mayo are tabulated below.
Ballina Town Council

	Year
	€m
	No of rate Demands Issued

	2003
	2.32
	615

	2004
	2.54
	617

	2005
	2.88
	621

	2006
	3.15
	670

	2007
	3.26
	719


Castlebar Town Council

	Year
	€m
	No of rate Demands Issued

	2003
	2.11
	602

	2004
	2.39
	622

	2005
	2.55
	607

	2006
	3.05
	661

	2007
	3.32
	682


Westport Town Council

	Year
	€m
	No of rate Demands Issued

	2003
	1.93
	410

	2004
	2.13
	415

	2005
	2.28
	414

	2006
	2.50
	426

	2007
	2.68
	430


It should be noted that the rates collected in the three Town Councils account for nearly half (42%) of the total rates collected within the County of Mayo.
As can be seen from the chart below, local income (Rates, Fees & Charges) accounts for 36% of overall revenue account funding, with the state funding (Grants/Subsidies and LGF) a majority 64%.
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Looking at sources of funding over the past thirty years the proportion of state funding has not differed dramatically, however it should be noted that the proportion of funding sourced locally has moved towards the commercial sector.  It is proposed that Water charges be extended to all domestic connections whereby all domestic users would be charged for all water consumption in excess of a domestic allowance of 62,500 gallons per annum.
With the decision to abolish domestic rates in 1977, followed by the abolition of rates on agricultural land in 1984, Local Authorities were initially compensated for this loss of income through increased state funding. However as shown in Table 1 below, the rate support grant did not keep pace with inflation and consequently the proportion of state aid funding has declined over the past thirty years despite the loss of income from domestic rates. 

The Local Government (Financial Provisions) Act, 1997, abolished the power of Local Authorities to levy charges for domestic water. Whilst at present, Local Authorities appear to be reimbursed through increased state funding, for the loss of this income, it is imperative that the situation does not arise, as was the case with domestic rates, whereby initial increases in state funding were gradually eroded over time.

TABLE 1 – MAYO COUNTY COUNCIL – REVENUE ACCOUNT FUNDING
	Year
	Government Grants
	Fees/Charges
	Rates
	Income (€m)

	2005
	65.9%
	25.6%
	8.5%
	128.5

	1995
	57.9%
	32.0%
	10.1%
	35.0

	1985
	70.9%
	25.6%
	3.5%
	34.0


The range of services provided by Local Authorities continues to expand.  Since 1999 the following are the additional services provided by Mayo County Council:
Rental Accommodation Scheme

Provision of Accommodation for the Homeless

Housing Aid for the Elderly

Waste Water Discharge Licences

Mayo Sports Partnership

County Childcare Committee
Waste Collection Permits

Connaught Waste Plan

Maintenance of gardens at the National Museum of Ireland, Turlough House

Maintenance of Ballyhaunis Friary

Heritage and Conservation

Loan Charges – Piers/harbours

The Disability Strategy

The Clarke Collection

3. TAXATION AS A MEANS TO PROMOTE REGIONAL DEVELOPMENT
Taxation can be used as a means to encourage and promote economic development.  The introduction of “Tax Designated Areas” proved to be highly successful in the past. 
At present there are a number of schemes/funds in place throughout the country. These include the boarder counties of Louth, Cavan, Monaghan, Donegal, Leitrim, as well as Offaly and North Roscommon. 

Incentive schemes can be used to promote balanced regional development.  Within the County the larger towns have seen increased investment over the past number of years, however the smaller towns have not been as successful in attracting investment. The introduction of incentive schemes which could include a rate remission for business in designated disadvantaged areas would help to encourage investment in our smaller towns.  Rates remission could be introduced on a sliding scales basis whereby the amount of remission would reduce over time. The introduction of Rates remission could also be used to encourage start-up businesses whereby new businesses would be exempt from rates for the first ten years of trading.  It is important that any remission schemes introduced should be funded by the state and that Local Authorities are not left with the financial burden of funding rate remissions.  The introduction of a rate remission scheme could be funded through the introduction of rates on non principal private residences/holiday homes.
Other incentives could also be introduced in designated areas to promote investment such as accelerated tax allowances for capital spending.  This would allow businesses to write off the cost of capital investment over say a three year period. Also exemption from Stamp Duty on property transactions would also help to encourage and promote the development of business within designated areas.
The introduction of a remission for rates as well as Accelerated Capital Allowance, for businesses in designated areas could also be extended to businesses involved in the production of alternative sources of green energy.
Tax incentive schemes can also be used to promote historical and artistic donations to Local Authorities.  Tax reliefs could be introduced whereby individuals would receive tax allowances in cases where they donate items of a historical or artistic nature to a Local Authority.
4. CAPITAL & INFRASTRUCTURAL DEVELOPMENT
Local Government plays a key role in underpinning Ireland’s economic success. Over the past number of years Local Authorities have successfully delivered critical national infrastructural projects in areas such as Water and Waste Water Services, Waste Management, Housing, Road Network.  It is imperative that this service delivery is continued to underpin economic growth and development.

Historically capital infrastructure was funded predominately through state grants, however in recent years Local Authorities are expected to source an increased level of funding locally to fund Capital infrastructural projects, examples of this include:

· the introduction of a Polluters Pay Principle for Water and Waste Water Schemes, 

· The requirement for matching funding for certain infrastructural projects, e.g. Piers, Harbours, Urban\Village Enhancement Schemes

· the revision of the Development Contribution Scheme in March 2004

One of the dangers of over dependence on local contributions to fund infrastructural developments is that it may lead to unbalanced regional development as funding may not be available locally to fund Capital Infrastructure which is critical to economic success. Local Authorities should be fully recouped for the cost of the provision of Capital Infrastructure. It is recognised that there may be some legislative constraints on Central Government in adopting this policy. In such cases a more cohesive centralised approached would be desirable with a uniformity of charges - possibly similar to the operations of the Motor Tax Fund.  

With particular reference to the Polluters Pay Principle for Water and Waste Water Schemes, the determination of costs between Domestic and Non Domestic element should be examined with a view to determine a more practical approach, as the present system does not appear to adequately reflect the varying demographics of an area.  This will allow for more cohesive planning for balanced regional development. Uniformity of charges should also be considered as this is more transparent and will lead to greater acceptance.

An increasing source of income for Local Authorities to fund Infrastructural projects is Development Contributions.

As can be seen in Table 2 below, there is a wide disparity in the amounts of income collected by each Local Authority. Certain Local Authorities have more income available to fund infrastructural development, which in turn enables the area to be more competitive in attracting economic development, thus generating a wider tax base for future income generation.  

TABLE 2 – Local Authority Development Contributions 2003 – 2006

	
	2003
	2004
	2005
	2006

	 
	€
	€
	€
	€

	Fingal
	22,828,194
	36,418,076
	50,499,281
	72,524,870

	Dun Laoghaire-Rathdown
	8,248,405
	12,005,514
	24,197,857
	62,030,410

	Cork
	18640,420
	23,372,801
	42,277,686
	57,293,564

	Kildare
	9,681,082
	21,553,713
	27,446,483
	48,475,756

	South Dublin
	2,397,997
	20,759,303
	31,581,698
	41,694,052

	Meath
	21,223,966
	23,739,581
	38,569,452
	34,985,679

	Wicklow
	8,951,778
	11,541,145
	18,341,470
	20,489,777

	Wexford
	8,043,630
	11,591,327
	33,916,182
	19,162,330

	Louth
	11,621,455
	13,576,797
	19,816,995
	18,649,633

	Galway
	6,283,355
	10,192,308
	12,589,385
	16,659,041

	Kerry
	4,142,871
	8,414,791
	12,331,312
	16,117,134

	Westmeath
	3,793,639
	5,274,025
	6,984,991
	15,966,767

	Kilkenny
	3,990,300
	8,104,213
	13,072,063
	15,814,223

	Clare
	5,030,619
	15,012,318
	8,459,942
	14,794,769

	Limerick
	3,246,640
	5,102,569
	7,812,743
	14,107,297

	Mayo
	1,266,487
	4,156,144
	8,690,858
	14,055,476

	Laois
	4,058,654
	4,846,814
	12,679,478
	11,923,520

	Tipperary South 
	3,751,818
	5,342,596
	6,976,825
	10,781,409

	Roscommon
	3,449,130
	3,679,966
	6,405,252
	10,438,792

	Donegal
	4,077,770
	5,408,421
	5,133,251
	9,246,071

	Carlow
	4,108,871
	5,423,712
	4,782,745
	7,437,788

	Longford
	1,306,556
	2,840,998
	2,724,196
	7,096,183

	Offaly
	2,440,985
	5,077,802
	4,141,990
	7,013,462

	Sligo
	2,527,829
	2,669,171
	7,419,691
	6,240,546

	Tipperary North 
	15,249,361
	5,227,791
	6,083,430
	5,539,142

	Leitrim
	1,904,028
	2,177,356
	4,254,073
	5,524,845

	Waterford
	1,663,166
	3,519,316
	5,125,913
	5,455,347

	Cavan
	1,726,563
	2,443,668
	3,463,676
	5,100,538

	Monaghan
	1,187,936
	1,684,053
	2,610,452
	3,702,920

	Sub Total
	186,843,506
	281,156,288
	428,389,368
	578,321,342

	 
	 
	 
	 
	 

	Dublin City Council
	11,378,014
	27,571,393
	63,572,817
	55,874,668

	Cork City Council
	7,521,882
	10,831,391
	11,043,286
	16,709,531

	Limerick City Council
	2,521,556
	4,592,920
	7,812,743
	8,402,773

	Galway City Council
	5,795,645
	7,358,804
	5,249,281
	7,591,409

	Waterford City Council
	1,388,454
	5,807,685
	3,367,703
	4,194,119

	Sub Total
	28,605,551
	56,162,193
	91,045,830
	92,772,500

	 
	 
	 
	 
	 

	Total
	215,449,057
	337,318,481
	519,435,198
	671,093,842


Source: DOEHLG website Planning Statistics
It should be noted that Development contributions are levied under a number of headings, including Estate Maintenance, Roads, Car-Parking, Water, Sewerage, Amenities.  These contributions must be spent on the provision of infrastructure for which they are collected. 

In the year to December 2007 Mayo County Council collected circa €5 million from Development Contributions in respect of Water and Sewerage charges and with the pace of development slowing down in the current economic climate it is anticipated that this figure will be much lower in the years ahead.  Under the current Water Services Investment Programme 2007-2009, projected capital expenditure on sanitary services within the county amounts to €205 million.  The estimated average polluter pays element amounts to 35%.  This will place a financial cost of €70 million over the next two years on Mayo County Council.  

Taxation, in particular the availability of Tax reliefs and allowances, should be used to promote and encourage investment in public infrastructure and community facilities by the private sector.  For example Accelerated Capital Allowances could be introduced for capital expenditure on public projects e.g. libraries, museums, swimming pools, schools, crèches, playgrounds.  These allowances enable the developer to write off the capital cost of construction against taxes over say a three year period.  Accelerated Capital Allowances have been introduced quite successfully in the past in relation to Hotel Buildings.

The introduction of Accelerated Capital Allowances could also be used to promote development in alternative sources of energy, whereby developers of alternative sources of green energy would be entitled to write off the cost of construction over an accelerated period of time.

Another area in which incentives could be introduced to encourage investment in the County would be the provision of a fund for the provision of natural gas to all of the towns in Mayo.  This fund would be used to reduce the infrastructural cost of providing natural gas and thus would provide an alternative and perhaps cheaper source of energy for local businesses.
5.
Suggestions for Change

· The system of Local Authority financing should move towards a more locally based source of funding.  This will improve accountability and flexibility in decision making.

· Removal of any legislative restrictions on Local Authorities to charge the full economic cost of services. One example of this is in relation to the determination of Planning Fees.

· Introduction of Water charges on domestic dwellings with the inclusion of a domestic allowance of 62,500 gallons per annum.

· Introduction of measures to promote balanced regional development in order to enhance the growth of smaller town and villages. At present the Valuation Office are in the process of carrying out revaluations of all properties within the state. This revaluation should consider the introduction of a separate annual rate on valuation on properties within disadvantages areas. 

· Exemption from Commercial Rates for start up businesses for the first 10 years of trading.

· Public Utilities for example ESB, Natural Gas, Telecoms, should be revalued annual rather than the current five year timeframe.

· The introduction of Rates on non principal private residences/holiday homes 

· The introduction of taxation allowances for donations of a historical or artistic nature to Local Authorities.

· The introduction of Accelerated Capital Allowances for investment in Public Infrastructure.

· The introduction of Accelerated Capital Allowances for capital expenditure in “Tax Designated Areas”

· As recommended in The Indecon Report, the extension of Water Charges to non principal private residences














































