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1. Executive summary  

1.1 The Government has decided that there will no longer be a national 
council tax benefit system from 1 April 2013. Instead the Council will 
need to introduce its own local council tax support system in the form 
of a council tax reduction scheme.  

1.2 Following the last comprehensive spending review, the Government 
intends to reduce expenditure by 10% based on forecast council tax 
benefit expenditure for 2013-14. It will be for each local authority to 
decide how to manage the funding reduction. Cambridge City Council 
will receive approximately £0.63m less money from the Government 
as a result of this change.  

1.3 The Council will need to review a wide range of policy and financial 
issues in the design of the new system. There are important links to 
wider welfare reforms at a national level and existing Council policies 
such as the Child Poverty Strategy, Housing Strategy, Financial 
Advice and Inclusion, Customer Access and Digital Inclusion. It also 
has a significant bearing on the Council’s corporate plan objective of 
reducing inequality. 

1.4 The timelines set by the Government to develop and implement a new 
system are very challenging and there are a number of constraints on 
the choices available to the Council, which are outside the Council’s 
control. This report highlights some of the key issues that need to be 
considered and starts a process of strategic planning and widespread 
engagement and consultation to support the more detailed decisions 
that will be taken later in the year.  
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2. Recommendations  

The Executive Councillor is recommended to: 
2.1 Agree to seek to achieve the 10% reduction in Government grant by 

reducing discounts allowed for second homes and using new local 
powers to charge up to 100% on empty homes and up to 150% on 
long-term empty homes.  

2.2 Agree that officers should develop a draft local council tax reduction 
scheme for consultation in line with the recommendation set out in 
Appendix A.  

2.3 Note the provisional timeline for decisions as set out in section 4. 
2.4 Note that there is key information and legislation that will not be 

available from the Government for many months meaning the 
timelines and assumptions in this report are provisional only and will 
be updated and improved as the year progresses. 

2.5 Agree the initial programme of engagement and consultation on the 
key issues set out in section 6.  

2.6 Agree that the initial £84,000 (and any subsequent payments) new 
burden Government funding towards implementation costs of the local 
scheme (already received) be fully utilised for that purpose. 

 

3. Background  

3.1 The Government is making major changes to the welfare benefits 
system. As part of this, housing benefit and council tax benefit are to 
be abolished; to be replaced with the centralised universal credit 
system and a localised system of council tax support respectively.   

3.2 Currently, any award of council tax benefit is paid for by a subsidy 
grant from Central Government. However, as part of the 
comprehensive spending, review the Government’s announced plans 
to reduce expenditure for localised systems of council tax support by 
10% from 1st April 2013. 

3.3 In Cambridge City Council, there were 7112 recipients of council tax 
benefit in 2011-12, for which £6.3M was received in Government 
subsidies. Therefore, the proposed 10% reduction equates to £0.63M. 
However, it is unclear at the present time what the actual reduction will 
be as consultation is still taking place and this report is based on the 
best estimates currently available. 
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Legalities 
3.4 The Local Government Finance Bill, which is currently working its way 

through Parliament, will provide the structure for the new localised 
council tax support scheme. 

3.5 Each billing authority in England must design and provide a council 
tax reduction scheme for people of working age for the financial year 
2013-14 by 31 January 2013. Failure to do so will mean the 
Government will impose a default scheme that does not allow for the 
10% savings.  

3.6 The decision to introduce or revise a local scheme must be taken by 
full Council; the decision may not be delegated to committee or to 
cabinet members. It is suggested that authorities will probably want to 
amend schemes of delegation under their constitutions to make this 
clear. 

3.7 The Secretary of State has the power to alter the commencement of 
these provisions. 

3.8 A detailed impact assessment will be required to be considered 
alongside the new scheme. There will also be a need for an internal 
and external appeals system. 

Pensioners Protection 
3.9 The Government has stated that council tax support for people of 

state pension credit age will not be reduced because the Government 
does not expect work to increase their income. Legislation will be 
provided to protect pensioners by keeping in place national rules. 

Vulnerable Groups 
3.10 The Council is required to protect vulnerable groups when designing 

the local scheme. The Government does not intend to prescribe how 
this is achieved, rather the Government draws the Council’s attention 
to existing responsibilities including the Child Poverty Act 2010, the 
Disabled Person Act 1986 and the Housing Act 1996 as well as the 
public sector equality duty in section 149 of the Equality Act 2010. 

3.11 The decision about vulnerability will have to be made in the broader 
context of welfare reform. The Council will need to decide the benefits 
or not of a single view of vulnerability that is compatible with other 
national benefits. The Council will also need to look at other services 
that provide emergency payments, e.g. for the prevention of 
homelessness, support for vulnerable families and to prevent children 
entering the care system. 

3.12 The proposed approach to community engagement and consultation 
and Equalities Impact Assessment will be an important part of this 
process. 
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3.13 The consequences of protecting pensioners and the vulnerable means 
that the 10% savings will have to come from less than half of those 
currently claiming council tax benefit. 

Work incentives 
3.14 The Council is required to take account of work incentives when 

designing the local scheme, which the Government expects to help 
move local taxpayers into work by complementing the universal credit 
scheme. 

3.15 There are a number of ways that the Council could support work 
incentives, see Appendix A, however the Council will need to balance 
the financial cost of supporting incentives to work with the additional 
savings this would require from claimants out of work and its duties 
towards vulnerable groups. Understanding the options in this area and 
the potential consequences will be part of the next stage of analysis. 

Designing the scheme 
3.16 The scheme needs to be simple, transparent and fair and have regard 

to: 
• Government requirements 
• Local economic conditions 
• Local policy priorities 
• Demographic changes 
• Compliance with legal duties and risk of legal challenge 
• Software constraints, particularly in the short term 
• The consequences of behavioural change by individuals 

3.17 The timescales for implementation are extremely challenging and 
there will be limits on the scheme design choices available to the 
Council at least in the short term. It will be important for the Council to 
closely monitor the impact of its first scheme in order to ensure it can 
be refined and improved over time. 

3.18 Three high level options have been identified: 
1. Retain the current scheme and absorb the 10% reduction, or 
2. Retain the current scheme and realise the 10% reduction from the 

council tax reforms for exempt dwellings and second homes, or 
3. Reduce levels of support and increase certain parameters to 

increase work incentives  
4. A combination of options 2 and 3 above.  

These are explained in more detail in Appendix A. 
 



Report Page No: 5 

Working with neighbouring authorities 
3.19 Officers are liaising closely with neighbouring authorities; however, 

there are significant differences in the demographics and policy 
priorities in Cambridge City to those of our more rural neighbours. 
Given the complexity of precepting arrangements it is proposed that 
the Council designs its own scheme, at least initially. 

 

4. Timetable   

4.1 Provisions for council tax support are included in the Local 
Government Finance Bill. Detailed draft regulations on the scheme 
were expected in June or July, with the regulations provisionally 
timetabled for autumn, however there are reports to suggest that this 
may be delayed further. 

4.2 The Finance Bill states that the Council must have a scheme in place 
by 31st January 2013. In practice this means an agreed scheme will 
need to be in place by the beginning of December 2012, not least due 
to software testing. 

4.3 A high level timetable for formal decision making and public 
engagement and consultation is proposed as follows: 

• July 2012 - Proposed draft scheme to be agreed by the Executive 
Councillor for Customer Services and Resources  

• July/August 2012 - Formal consultation with precepting authorities on 
draft scheme  

• August 2012 – Publish draft scheme 
• August/September 2012 - Formal public consultation on proposed 

scheme 
• October 2012 - Final scheme agreed by full Council  
• November/December 2012 - Software and systems design and Final 

financial implications included in budget planning for 2013/14  
• January 2013 - Testing for annual billing run - council tax base set - 

specific communication with affected households setting out changes 
• February 2013 - Council sets its budget 
• March 2013 - Council tax bills issued 

There is a detailed project plan that incorporates a wide range of other 
tasks. 
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5. Implications  

Financial Implications 
5.1 The proposed changes in council tax support will have a significant 

affect on the income received by the authority. It may lead to council 
tax being collected from some of the most vulnerable members of our 
community who have not had to pay any council tax in the past at a 
time of reductions in welfare benefits and lower wages. This in turn is 
likely to lead to higher collection costs and the need for an increased 
write-off provision.  

5.2 It is not possible to quantify the full financial impact as it will be partly 
dependant on the impact on council tax collection levels. Any loss of 
income from reduced collection levels will be partly borne by the 
precepting authorities. 

5.3 The introduction of council tax support represents a significant transfer 
of “financial risk” from Central Government to Local Government. 

5.4 It should be noted that failure to make a scheme by 31st January 2013 
in the manner prescribed will lead to a default Government scheme 
being imposed upon the Council that takes no account of the 10% 
reduction in Government funding. 

Risk Management 
5.5 The Government has concluded in its own impact assessment that the 

key risks surround future need for council tax support. If demographic 
changes or economic circumstances mean that eligibility for council 
tax support increases significantly then the consequence of switching 
from a national to a local system will be that authorities bear more of 
the risk of a shortfall in funds. 

5.6 The Council will need to closely monitor local social and economic 
changes to ensure that increased income from council tax reforms 
provides a surplus sum as a contingency for possible future shortfalls 
in funding and/or design a local scheme to allow for savings in excess 
of 10%. 

Funding Arrangements 
5.7 Government funding for the localisation of council tax reduction 

schemes will be cut by 10%. This will be based on 90% of forecast 
council tax benefit expenditure for 2013-14. The funding will be an up- 
front allocation for all billing and major precepting authorities, and will 
not be ring-fenced. 

5.8 No account of unforeseen increased demand for support is taken into 
account when allocating the grant. The proposed fixed grant to local 
authorities represents a significant financial risk, as it will not include 
any provision to manage increased take up and demand. 
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5.9 The Council will also receive funding for the administration of the new 
council tax reduction scheme. There will be an increase in the 
administration costs for the Council of the new scheme and it is not 
clear whether this will be fully funded. 

5.10 The Council will have to design a new council tax reduction scheme 
that achieves a balance between delivering the expenditure reductions 
required and managing any adverse financial consequences on other 
council budgets, for example homelessness. 

Staffing Implications 
5.11 Current levels of staff will need to be maintained initially.  
Equal Opportunities Implications 
5.12 Careful consideration will need to be given to the assessment of the 

equalities implications throughout the design and implementation of 
the new scheme. A thorough consultation and engagement process is 
being designed to support this. A full Equalities Impact Assessment 
will be prepared to support the decision on the proposed scheme and 
this will be refined following feedback from the formal consultation 
process and used to inform the decision on the final scheme. 

Environmental Implications 
5.13 Nil. 
Community Safety 
5.14 Any reduction in council tax support will lead to a reduced income for 

those already in financial difficulty; which may have an impact upon 
crime and disorder. 

 

6. Consultation  

6.1 Before the new scheme is made, the Council must in the following 
order:  
• consult any major precepting authority which has power to issue a 

precept to it, and 
• publish a draft scheme in such manner as it thinks fit, and  
• consult such other persons as it considers are likely to have an 

interest in the operation of the scheme. 
6.2 These basic obligations may be supplemented by more detailed 

regulations, which impose requirements as to the preparation of a 
scheme, in particular for the publication of documents. 

6.3 A full consultation process is currently being prepared in accordance 
with legislative requirements, as they become known. In the event that 
the Council’s consultation policy is inconsistent with the legislative 
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requirements, full compliance will be given to the definition of a 
process of consultation as set out in R a Brent LBC ex p Gunnint.  

 

7. Background papers  

These background papers were used in the preparation of this report: 
Localising Support for Council Tax: A Statement of Intent 
Localising Support for Council Tax: Funding arrangements consultation 
Localising Support for Council Tax: Vulnerable people – key local authority 
duties 
Localising Support for Council Tax: Taking work incentives into account 
All of which may be found on here: 
Communities and Local Government/Localising Council Tax Support 
 
Local Government Finance Bill, which may be found here: 
Local Government Finance Bill.pdf 
 
Technical Reforms to Council Tax 
Communities and Local government/Technical Reform to Council Tax 
 

8. Appendices  

Appendix A – Localised Council Tax Reduction – Scheme Options 

9. Inspection of papers  

To inspect the background papers or if you have a query on the report 
please contact: 

Author’s Name: Alison Cole 

Author’s Phone Number:  01223 - 457701 

Author’s Email:  alison.cole@cambridge.gov.uk 

 

http://www.communities.gov.uk/localgovernment/localgovernmentfinance/counciltax/counciltaxsupport/
http://www.publications.parliament.uk/pa/bills/lbill/2012-2013/0024/2013024.pdf
http://www.communities.gov.uk/publications/localgovernment/technicalreformcounciltaxsors
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