  

  EXECUTIVE COMMITTEE – 5 SEPTEMBER 2011  
PART   I -   DELEGATED  
14.  
LOCALISING SUPPORT FOR COUNCIL TAX IN ENGLAND - CONSULTATION  

  (DCRG)
1.
Summary
1.1

The Secretary of State for Communities and Local Government issued a consultation paper on 2 August concerning localising support for council tax. This report provides the opportunity for members to respond.  
2.
Details


Introduction

2.1
As part of the Spending Review, the Government announced that it would localise support for council tax from 2013-14, reducing expenditure by ten per cent. The Welfare Reform Bill makes provision to abolish council tax benefit, paving the way for new localised schemes.
2.2
The Government intends protecting pensioners from any change and the consultation asks whether other groups should be similarly protected.

2.3
The Government also expects local schemes to support work incentives that will be introduced through its plans for Universal Credit for people of working age and is therefore seeking views in how this can be achieved.
2.4
The new arrangements will be introduced in a local government finance bill, during this Parliamentary session, and in regulations. Local schemes are to be established by April 2013. 

Why Localise Support for Council Tax?
2.5 The Government’s aims are to:-

· Give Councils a greater stake in the economic future of their area;
· provide Councils with the opportunity to reform the system of support for working age claimants;
· Reinforce local control over council tax; and,
· Give Councils a degree of control over how a 10 per cent reduction in expenditure is achieved.

Overview of Consultation
2.6 It is envisaged that:-

· Schemes will be developed within parameters set by the Government including

- the framework for support to pensioners

- the importance of supporting incentives to work.
· Councils will be free to collaborate to reduce costs, develop shared schemes, and manage financial risks.
· Councils will be encouraged to consider how the process of establishing eligibility for working age claimants can be simplified and to work with Government to understand how data sharing can help to reduce complexity and cost.
· Councils will integrate arrangements within the council tax system.
2.7
There will be a replacement Government grant to fund the scheme. The Government will consider whether this grant will remain unchanged for several years to provide certainty for councils.

2.8
Consultation ends on 14 October 2011.

What the Changes will mean
2.9
There will be no change for pensioners, however, people of working age who receive council tax benefit may see changes from April 2013 in how they claim support and the amount they receive.

2.10
The Government will pay a grant to councils who will need to decide how to share that out amongst those who need it.

2.11
Comment: The new scheme proposes that Pensioners will be protected from any reduction introduced from the new scheme. This will mean that 47% of TRDC claimants and 39% of Watford Borough Council claimants will not be affected. The converse, of course, is that 53% of TRDC claimants and 61% of Watford Borough Council claimants will be. These figures would reduce if any further vulnerable groups were protected meaning that the 10% reduction would be felt by fewer people.
Principles of the Scheme
2.12
The Government proposes the following principles to underpin local schemes:

· Councils will have a duty to run a local scheme

· Pensioners will see no change to the current levels of award

· Councils should consider support to other vulnerable groups

· Local schemes should support work incentives

2.13
It is proposed that the Government will prescribe the criteria, allowances and awards for pensioners that councils will need to include in their schemes.
2.14
Any scheme should be aligned with Universal Credit and reflect the principles for incentivising people to work. 
2.15
The consultation paper asks:-

Q5a: Given the Government’s firm commitment to protect pensioners, is maintaining the current system of criteria and allowances the best way to deliver this guarantee of support?
Q5b: What is the best way of balancing the protection of vulnerable groups with the need for local authority flexibility?

Establishing Local Schemes

2.16
Councils will need to design schemes for working age claimants. The reform provides an opportunity to align support more closely with the council tax system, particularly council tax discounts and exemptions and their administration. 
2.17
Key steps will be designing a scheme, consultation and feeding into the budget and council tax setting process.

2.18
The design of the system is likely to be informed by:

· the framework set by government for pensioners and the need to ensure work incentives are supported

· the duty to mitigate the effects of child poverty under the Child Poverty Act

· the need to tackle unemployment
· forecasts of demand for support and assumptions about take-up
· level of grant available

2.19
The consultation paper asks:-

Q6a: What, if any, additional data and expertise will local authorities require to be able to forecast demand and take-up?

Q6b: What forms of external scrutiny, other than public consultation, (e.g. external audit) might be desirable?

Q6c: Should there be any minimum requirements for consultation, for example, minimum time periods?

Q6d: Do you agree that councils should be able to change schemes from year to year? What, if any, restrictions should be placed on their freedom to do this?

Q6e: How can the Government ensure that work incentives are supported, and in particular, that low earning households do not face high participation tax rates?
Joint Working

2.20
The Government suggests that billing authorities (districts in two-tier areas) administer local schemes, but that there are advantages in collaborating with others (e.g. achieving lower costs and harmonisation). 
2.21
The consultation paper says that in two-tier areas there might be benefit in the county co-ordinating the design of a single scheme.

2.22
The consultation paper asks:-

Q7a: Should billing authorities have default responsibility for defining and administering the schemes?

Q7b: What safeguards are needed to protect the interest of major precepting authorities in the design of the scheme, on the basis that they will be a key partner in managing financial risk?

Q7c: Should local precepting authorities (such as parish councils) be consulted as part of the preparation of the scheme? Should this extend to neighbouring authorities?

Q7d: Should it be possible for an authority (for example, a single billing authority, county council in a two-tier area) be responsible for the scheme in an area for which it is not a billing authority?

Q7e: Are there circumstances where Government should require an authority other than the billing authority to lead on either developing or administering a scheme? 
2.23
Comment: The benefits of harmonisation from joint working will not be achieved if partner authorities are running different local schemes. This could be a risk for our shared service. The fact that pensioners are not being affected will mean that TRDC will have to manage the reduction in support over 53% of the caseload, Watford will be easier in that the reductions will be over 61%. The danger is that in an ageing population these figures, particularly in TRDC will reduce and that this may affect what each local authority wants to see in its scheme.

Managing Risk

2.24
Council tax benefits are demand led. From 2013-14 funding will be subject to DCLG departmental expenditure limits. There is a risk to collection rates if support is reduced. There is a risk that demand for support exceeds the levels expected when budgets are set and the Government expects councils not to ration support during a year but to make provision for increases in take-up when designing their scheme.

2.25
The Government believes that there should be a ‘safety-valve’ so if take-up exceeds forecasts the financial pressures can be shared with other authorities, e.g. the county council. This would be achieved through the adjustments currently made between authorities in the Collection Fund.

2.26
The consultation paper asks:-

Q8a: Should billing authorities normally share risks with major precepting authorities?

Q8b: Should other forms of risk sharing (for example, between district councils) be possible?

Q8c: What administrative changes are required to enable risk sharing to happen?

Q8d: What safe guards do you think are necessary to ensure that risk sharing is used appropriately?

2.27
Comment: The County view on this is that they would be concerned if they were being asked to take on a risk over which they had no control.
Administering Local Schemes

2.28
Local schemes will need to establish eligibility, grant an award, allow for appeals, and address errors.
2.29
It is proposed that support for council tax should be delivered as a new form of council tax discount. Claimants could be informed of the level of their support either on their council tax bill or by separate notification.
2.30
There may be some merit in a minimal level of consistency across schemes.

2.31
The Government is keen that claimants are not discouraged from entering into temporary work because of the administrative complexity of claiming support. Currently ‘run-ons’ allow a council tax benefit award to continue for a short while after someone returns to work. Claimants may also claim in advance or apply for an award to be backdated. A simplified claim procedure may be used if someone reclaims within 12 weeks of their previous claim.

2.32
The Government considers that councils should continue to be free to offer assistance in the case of financial hardship under local schemes (Section 13A of the Local Government Finance Act 1992).
2.33
Appeals concerning council tax are to be dealt with by a new Property, Land and Housing Chamber in the First-tier Tribunal. As the new support scheme is to be an integral part of the council tax system, the Government are asking whether this tribunal should also deal with appeals on council tax support.

2.34
The consultation paper asks:-

Q9a: In what aspects of administration would it be desirable for a consistent approach to be taken across all schemes?

Q9b: How should this consistency be achieved? Is it desirable to set this out in Regulations?
Q9c: Should local authorities be encouraged to use these approaches (run-ons, advance claims, retaining information stubs) to provide certainty for claimants?

Q9d: Are there any other aspects of administration which could provide greater certainty for claimants?

Q9e: How should local authorities be encouraged to incorporate these features into the design of their schemes?
Q9f: Do you agree that local authorities should continue to be free to offer discretionary support for council tax, beyond the terms of the formal scheme?

Q9g: What, if any, circumstances merit transitional protection following changes to local schemes?

Q9h: Should arrangements for appeals be integrated with the new arrangements for council tax appeals?

Q9i: What administrative changes could be made to the current system of council tax support for pensioners to improve the way support is delivered (noting that factors determining the calculation of the award will be prescribed by central government)?

Data Sharing

2.35
Data sharing can maximise convenience and reduce complexity for claimants and reduce administration costs. Ideally, information supplied with an application for Universal Credit should not have to be produced again, although data protection and human rights issues have to be respected.

2.36
Councils will no longer be responsible for investigating and prosecuting fraud in relation to housing benefit once the Single Fraud Investigation Service begins in 2013, but it is envisaged that generally the lead responsibility for investigating or prosecuting fraud in relation to local schemes for sup[port to council tax will continue to remain with the local authority.

2.37
The consultation paper asks:-

Q10a: What would be the minimum (core) information necessary to administer a local council tax benefit scheme?

Q10b: Why would a local authority need any information beyond this “core”, and what would that be?

Q10c: Other than the Department for Work and Pensions, what possible sources of information are there that local authorities could use to establish claimants’ circumstances? Would you prefer to use raw data or data that has been interpreted in some way?

Q10d: If the information were to be used to place the applicants into categories, how many categories should there be and what would be the defining characteristics of each?

Q10e: How would potentially fraudulent claims be investigated if local authorities did not have access to the raw data?

Q10f: What powers would local authorities need in order to be able to investigate suspected fraud in council tax support?

Q10g: In what ways could the Single Fraud Investigation Service support the work of local authorities investigating fraud?

Q10h: If local authorities investigate possible fraudulent claims for council tax support, to what information, in what form would they need access?

Q10i: What penalties should be imposed for fraudulent claims, should they apply nationally, and should they relate to the penalties imposed for benefit fraud?

Q10j: Should all attempts by an individual to commit fraud be taken into account in the imposition of penalties?

Funding
2.38
Grant is currently received from the Department for Work and Pensions. Grant for council tax support will be paid by the Department for Communities and Local Government in the form of an unringfenced special grant, and be reduced by 10 per cent. Schemes will need to be designed based on a fixed grant allocation. Authorities may use any surplus to hold down council tax or support services. The Government are also interested in whether councils should be able to top-up their schemes from their own resources. There is also the matter of whether grant should be changed regularly to reflect changes in demand or whether certainty in grant is more beneficial to councils.
2.39
The consultation paper asks:-

Q11a: Apart from the allocation of central government funding, should additional constraints be placed on the funding councils can devote to their schemes?

Q11b: Should the schemes be run unchanged over several years or be adjusted annually to reflect changes in need?

Administrative Costs
2.40
The Department for Work and Pensions current pay a housing benefit/council tax benefit administration subsidy based on caseload. The grant does not meet the total cost of administration and the council tax benefit element is not separately identified. The Government acknowledges that detailed work will be needed to determine the amount of funding for local schemes. It also says that every opportunity should be taken to reduce costs through joint working and will take this into account in determining the level of administration grant.
2.41
The consultation paper asks:-

Q12a: What can be done to help local authorities minimise administration costs?

Q12b: How could joint working be encouraged or incentivised?

Transitional and Implementation Issues
2.42
The transition will need to take account of wider welfare reforms and changes to the administration of housing benefit, the timescale for designing new schemes and procuring new systems, and communicating the changes to claimants. The proposed timetable is attached at Appendix 1.
2.43
The government envisages a one-off transition. This should minimise complexity while councils are at the same time preparing for the introduction of Universal Credit, but requires robust systems to be in place to cope with all claimants simultaneously.  

  
2.44
The consultation paper asks:-

Q13a: Do you agree that a one-off introduction is preferable? If not, how would you move to a new localised scheme while managing the funding reduction?

Q13b: What information would local authorities need to retain about current recipients/applicants of council tax benefit in order to determine their entitlement to council tax support?

Q13c: What can Government do to help local authorities in the transition?

Q13d: If new or amended IT systems are needed what steps could Government take to shorten the period for design and procurement?

Q13e: Should applications, if submitted prior 1 April 2013, be treated as if submitted under the new system?

Q13f: How should rights accrued under the previous system be treated?

2.45
Comment: The timetable is ambitious. Primary Legislation is expected in Summer 2012 for implementation in April 2013. However, for this to be possible, IT would need to be in place by December 2012 / January 2013 at the latest and looking further down the line, our budget processes will be starting in what could be weeks after the legislation is enacted and there are doubts that this will provide us with sufficient time to consult on the scheme.

3.
Options/Reasons for Recommendation
3.1
  The recommendation provides the opportunity for members to respond to the consultation.
4.
Policy/Budget Reference and Implications
4.1
The recommendations in this report are within the Council’s agreed policy and budgets.  In determining a local scheme the council would be creating new policy.
5.  
Legal, Equal Opportunities, Staffing, Environmental, Community Safety, Customer Services Centre, Communications & Website, Risk Management and Health & Safety Implications
5.1  
None specific to this report.

6.
Financial Implications
6.1
There is a risk that the government grant will not meet the scheme costs in any one year. This could be mitigated to some extent if resulting loss on the collection fund is shared by the county council and police authority.    
7.  
Recommendation
7.1
That members agree their response to the consultation paper.   


Report prepared by:
  

David Gardner – Director of Corporate Resources & Governance
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Background Papers


Local Government Resource Review: Proposals for Business Rates Retention – Consultation – Department for Communities and Local Government – July 2011

The recommendations contained in this report DO NOT constitute a KEY DECISION. 

APPENDICES / ATTACHMENTS

1
Timetable

APPENDIX 1

TIMETABLE

	Summer 2011
	· Consultation begins

· Government begins working with local authorities, representative organisations and suppliers on delivery requirements for localisation
· Basis for model schemes considered


	Autumn / Winter 

2011-12
	· Government publishes a response to the consultation
· Introduction of Local Government Finance Bill (including provisions for localisation of council tax support)
· Central and local government begin working on model schemes



	Spring 2012
	· Primary legislation passed
· Secondary legislation prepared

· Local authorities designing and consulting on local schemes



	Autumn /

Winter 

2012-13
	· Local authorities establishing local schemes – putting schemes in place, notifying claimants of changes

· Local authorities setting budgets



	Spring 2012
	· Local schemes in operation
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