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Report of the Corporate Head (Business Support)
Presenting Officer - Revenues, Benefits & Customer Services Manager

1. Purpose of Report – To present options for Craven’s Council Tax Support scheme from April 2014, and to obtain from Members a decision on Craven’s Council Tax Support Scheme for 2014/15. A final scheme must be approved by full Council before 31st January 2014.
2. Recommendations –That the Council (1) accepts the administrative changes detailed within the report and (2) considers reducing the maximum  eligibility level to 90% from the current 91.5%.
3
Background
3.1
Support for Council Tax became a local authority responsibility from April 2013. Local authorities no longer receive a separate amount of grant in respect of council tax support. The amount provided to local authorities for the new system was less than the amount received from council tax benefit, and from April 2014 will no longer show as a separate amount. It is anticipated that there will be a further reduction of around 10% in government funding, but figures are not yet confirmed. 
3.2
Support for pensioners remains unaffected by this cut in spending and changes to council tax benefit continue to apply only to working age claimants.
3.3
At the time the 2013/14 scheme was agreed the caseload was relatively high, at around 3550 claims. The caseload had been slowly increasing over the preceding few years and so we assumed a worst case position of continued growth of 1%, estimating the total amount of council tax support awarded to be around £3.1m

3.2
In fact, current figures indicate a decline of 5% in the case load and awards of support amounting to £2.87m. This is consistent with reports locally and nationally.

3.3
Current indications are that, for 2013/14, the cost of the scheme for Craven will be cost neutral, as opposed to an estimated cost of around £25-£30K. This position arises because we received additional grants in the first year of the scheme and is not likely to be the case in future years.
3.4
The collection rate for council tax at the end of quarter 2 is very slightly up on the same time last year, so fears of non-collection have proved unfounded. Crucially, whilst this is consistent with other local authorities who kept the cuts in council tax support at a low level, the picture changes when looking at council who are limiting support to 80% or less – they are seeing significant drops in their council tax collection rate, thereby potentially negating the effects of cutting council tax support. It should be noted that we have obtained around 200 more liability orders so far this financial year as compared to last year but because of the relatively small amounts involved we are likely to be able to recover the amounts in full within the year by, for example, attaching benefits.
4
2014/15 and beyond 

4.1
As mentioned above, it is expected that Government funding will further reduce, and the council’s own financial pressures may mean that claimants will need to pay a greater share of council tax before becoming entitled to council tax support.

4.2
However, the evidence available to date indicates that increasing the council tax liability beyond a certain level will result in difficulties collecting the amount payable, with additional pressures being placed on the Collection Fund. 
4.3
Across North Yorkshire there appears to be no clear consensus , with options ranging from no change through to maximum cut in support of possibly 20%
4.4
The table below summarises the cost to Craven of this year’s scheme, based on current estimates.

	CTR awarded 2013/14
	£2,820,646.40

	Craven share (approx)
	£290,808.64

	Grant received
	£273,000.00

	Additional grant for 91.5% max
	£35,090.00

	Help for parishes
	£4,770.00

	Net impact to Craven
	-£12,511.36


4.5
The next table illustrates the estimated CTS awarded in total, assuming differing maximum support levels, and shows the Craven share of funding the reduction. For context, this year we received a contribution from the government of £273k (plus the one off grant of £35K). There is an assumption that council tax will increase by 1.9% and the caseload will remain at current levels. As a rough guide, we can assume that Craven’s funding this year will be around £240-250K.
	
	Maximum council tax support:

	
	91.50%
	90%
	85%
	80%
	75%
	70%

	Working age
	1100398
	1085393
	1038202
	994943
	955146
	918409

	Total
	2874238
	2859233
	2812042
	2768783
	2728986
	2692249

	Craven share
	296334
	294786
	289921
	285461
	281358
	277570

	Net cost (assuming grant of £240k
	56334
	54786
	49921
	45461
	41358
	37570


Very roughly, every extra 1% passed on to claimants saves Craven a little under £1000, less additional costs of collection. The County Council share is 7 times greater.

4.5
The final table details the impact on individual claimants of reducing the maximum council tax support. The amounts are calculated on a district- average council tax, assuming 1.9% increase. Again, very roughly, every 1% passed on will increase Council Tax liability by around £1 per month for a claimant in a Band B property.
	Min contribution
	91.50%
	90%
	85%
	80%
	75%
	70%

	Band A
	86.38
	101.63
	152.44
	203.26
	254.07
	304.88

	Band B
	100.78
	118.57
	177.85
	237.13
	296.42
	355.70

	Band C
	115.18
	135.50
	203.26
	271.01
	338.76
	406.51

	Band D
	129.58
	152.44
	228.66
	304.88
	381.11
	457.33


4.6
There is an obligation on local authorities to consult on any changes their schemes; in common with other authorities we are using our website for this purpose. The consultation period closes on 10th November. The response rate is very low (12 at the time of writing) and there is an even split between retaining the amount of support at current levels and cutting to 75% or less.
4.7
Council tax support schemes may be reviewed and set annually, in which case this process of consultation and committee approval will need to be repeated each year. Alternatively the scheme can be set for a longer period, which will allow for planning and less uncertainty for claimants. As there are risks to the council in fixing the scheme for too long a period, it may be an option to set the scheme for 2 years at a time.

4.8
Another consideration is that it may be sensible to set expectations in the early years of the scheme. Even if financially it isn’t strictly necessary to cut the support further in 2014/15 it may be prudent to make changes in small increments rather than a sharp increase in 2 or 3 years’ time when it becomes imperative to do so. Alternatively, the scheme could remain the same next year, with a stated intention the support will be cut by a certain percentage the following year. 
4.9
It is also intended to make two adjustments to the scheme, detailed below. The changes will keep us in line with procedures in respect of housing benefit and / or Universal Credit. 
i. Self-employed earning will be assumed at minimum wage after the first year of trading.

ii. A claim made through Job Seekers or any DWP benefit is accepted as a claim for council tax support and no second form needs to be obtained.
5
What Happens Next
5.1
Each local authority is required to make a localised council tax scheme by 31st January 2014. The local scheme will be made under s13A(2) of the Local Government Act and it will set out the classes of person entitled to a reduction. 
5.2
Failure to set a local council tax support scheme will result in the imposition of the default scheme. For Craven, that will mean that will retain the scheme that we have agreed for 2013/14.
6
Cost of the scheme
6.1
As detailed above, it is likely that with the additional grant received in 2013/14, the drop in claimant numbers and the successful collection of council tax there has been no cost to Craven this year in respect of the new scheme. The 2013/14 budget includes an amount for an estimated cost of around £25k - £30k. 
6.2
Retaining the scheme at the current level of support (91.5%) is predicted to cost Craven around £50k for 2014/15, approximately £25k more than the amount budgeted for in this financial year. However, we have demonstrated that council tax collection remains unaffected at this level. Reducing the cost to Craven, by asking taxpayers to pay more, could result in a diminution of council tax collected. Any cuts in support would be best introduced gradually and the effects closely monitored.
6.3
2013/14 also saw the introduction of further changes to council tax exemptions and discounts: Craven removed completely the discount for second homes, applied a premium of 50% to long term empty properties and reduced the exemption period for properties previously exempt under classes A (uninhabitable, undergoing major repair) and C (empty and unfurnished). All of these measures, combined with the limiting of support for council tax, has increased the council tax collectable from £31.79m last year to £32.73 this. Craven’s share of the increased revenue is around 97k, and we are on target to collect the additional council tax. 
7
Implications –
7.1
Financial Implications


Finance have confirmed that the implications are as detailed in the main body of the report.
7.2
Legal implications

As detailed in the body of the report –the scheme must be in place by 31st January 2014 and live for 1st April 2014.

7.3 Contribution to Corporate Priorities – nothing directly arising from this report. 

7.4
Equality Impact Assessment –

An Equality Impact Assessment has been carried out in partnership with our North Yorkshire district councils and no negative impacts have been found to arise for any particular groups in the community. When the final scheme has been agreed, the EIA will be revisited and reviewed.
8
Consultations with Others – 

· Joint working with North Yorkshire colleagues

· Financial Services
9 
Background papers

Local Government Finance Act 2012 - http://www.legislation.gov.uk/ukpga/2012/17/contents/enacted.
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