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Financial support for council tax will no longer be part of the Social Security system; 
it will not become part of the universal credit, it will instead become a localised 
“benefit” in the form of a council tax reduction and be a local authority responsibility.  
Council tax support for pensioners is to be protected at existing levels with existing 
rules and will not be affected by this cut in spending. Local authorities will administer 
the scheme for pensioners using national rules. 
Local authorities have full discretion to design a scheme of their own choosing for 
working age people taking into account protection for vulnerable groups and local 
policies. 
The new local council tax reduction scheme must be in place by 31st January 2013.  

Designing the scheme 
In designing the working age scheme, the Council is required to ensure vulnerable 
groups are protected and that no group is discriminated against due to disability, gender 
reassignment, pregnancy and maternity, race, religion or belief, sex, and sexual orientation, 
and to: 

• comply with its general duties under: 
o The Equalities Act 2010, where the obligation is to "have due regard" to the 

need to tackle discrimination and not to eliminate discrimination to achieve 
results, and 

o The Child Poverty Act 2010, which imposes a duty on local authorities and 
their partners to have regard to and address child poverty, to reduce and 
mitigate the effects of child poverty in their local areas, and 

o The Disabled Persons (Services, Consultation and Representation) Act 1986, 
and Chronically Sick and Disabled Persons Act 1970, which include a range 
of duties relating to the welfare needs of disabled people, and 

o The Housing Act 1996, which gives local authorities a duty to prevent 
homelessness with special regard to vulnerable groups, and 

• increase work incentives, and 

• make 10% savings on the level of support offered or to realise those savings 
through the council tax base or absorb the 10% into the council’s budget. 

Additionally the Council will need to: 

• limit the impact on council tax collection, and  

• effectively manage the financial risks that will inevitably be increased due to the 
introduction of this new scheme, and 

• consider software limitations, given the limited timescales to introduce the 
scheme.   
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Local scheme options - working age only 
 
Option 1 - Retain current scheme and absorb 10% reduction 
Theoretically, the Council could decide upon a scheme, which retains the current 
level of outgoings and absorbs the 10% (£630k) reduction, although this would still 
have its own financial pressures and need its own criteria. This would also mean that 
the precepting authorities would also need to absorb their share of the 10% 
reduction in funding (Cambridge City’s reduction equates to approximately 11% of 
the overall reduction). 
Advantages of retaining most of the features of the current council tax benefit 
scheme is that: 

• it makes provision for many vulnerable groups through higher personal 
allowances and income disregards, and 

• it has also withstood equality challenges thus far, and 

• the software is already in place and has user defined parameters that allow for 
some minor adjustments to the scheme to be made without difficulty. 

Disadvantages of retaining most of the features of the current council tax benefit 
scheme is that: 

• it is complex, and 

• it acts as a disincentive to work, and 

• the reduction would have financial implications to other Council services. 
 
Option 2 - Retain current scheme and realise the 10% reduction from the 
council tax reforms for exempt dwellings and second homes 
Technical reforms to council tax contained in the Local Government Finance Bill will, 
if implemented, provide significant income so that it may be possible to continue with 
the same level of support for council tax as the current scheme. 
Technical reforms of Council Tax 
The Government is making some technical reforms to council tax from 2012-13 that 
it says will enable local authorities to compensate the required 10% saving, these 
are: 

• to allow billing authorities to levy up to 100% council tax on second homes, and 

• abolish class A exemption for empty dwellings under repair and class C 
exemptions for vacant dwellings and to allow a billing authority to instead give a 
discount of between 0% to 100% in each case, and 

• the option to levy an empty homes premium of up to 50% where a dwelling has 
been empty for at least two years. This means the maximum council tax could be 
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150% for long-term empty dwellings. Further financial modelling is required 
pending availability of software. 

For illustration purposes, the following amounts were awarded as council tax 
discounts and exemptions during 2011/12: 

• Class A = £68,304, empty dwellings under repair 

• Class C = £847,759 plus an additional £257,844 for unfurnished and unoccupied 
properties after 6 months 

• Second homes = £149,955 - furnished and not a sole or main residence 
It is envisaged that some form of council tax discount scheme will need to be 
retained for vacant dwellings. Therefore only a percentage of the above income 
levels may be realised.  
The discount for unfurnished and unoccupied dwellings will remain for a period of up 
to six months.  However, there will be flexibility to reduce the existing 100% discount 
to any value between 0% and 100%. 
This may also encourage property owners to bring their properties back into use as 
quickly as possible. This potential change in behaviour may lead to a reduction in 
empty dwellings. 
Although new residents will be liable for council tax, it is possible that a number of 
new residents may be dependent on a level of council tax support, thereby reducing 
income from council tax from these dwellings in future years. 
Further financial modelling will need to be carried out in order to identify the short-
term empty periods. It is anticipated that the software will be available within the next 
6-8 weeks. 
The Local Government Association is currently liaising with the relevant Government 
departments with regard to the potential impact on the calculation of the New Homes 
Bonus due to the council tax reform of discounts and exemptions. 
The advantages are as option 1 with the added advantage that the potential income 
from the council tax reforms is far in excess of the 10% reduction. 
The disadvantage of option 2 is that, like option 1, there is a lack of work incentives. 
It should also be noted that where the required savings can be achieved from the 
technical reforms alone; it does not detract from the Council’s obligation to make a 
council tax reduction scheme. 
Option 3 - Reduce levels of support and increase certain parameters to 
incentivise work 

There are many possibilities open to the council when considering a council tax 
reduction scheme with the aim of reducing levels of support currently provided, by: 
1. amending various conditions to the means test in the current scheme, such as- 

a. increasing non-dependant reductions, and/or 
b. reducing the capital disregard, and/or 
c. reducing personal allowances, and/or 
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2. removing second adult rebate, and/or 
3. not allowing backdating and providing a one off hardship payment in only the 

most exceptional of circumstances, and/or 
4. removing underlying entitlement from the calculation of overpayments, and/or 
5. setting a minimum payment, such as £10 pw, so if entitlement was assessed at a 

level below this sum then no benefit would be payable, and/or 
6. setting a maximum eligible amount, e.g 80% of liability, or 
7. reducing the level of support by adding an extra final step into the calculation that 

make a further reduction of a set percentage across- 
a. all working age at say 18%, regardless of vulnerability, or  
b. all those receiving jobseekers allowance or employment and support 

allowance (work-related activity group only) at say 25%, and/or 
8. set a maximum period of say 12 months (could be longer) entitlement for those fit 

enough to work, and/or 
9. excluding certain groups, home owners and the self-employed are two groups 

that have been mentioned. 
Work Incentives 
A key part of the welfare reform is to encourage people to go back into work or to 
increase the number of hours that they currently work to reduce the burden on the 
welfare state. 
The Council is required to take this into consideration when designing the local 
council tax support reduction scheme. 
The amount of earned income taken into account when calculating entitlement to 
council tax benefit has remained at the same level since the current scheme was 
introduced in 1988. It is recommended that earned income disregards be increased 
to increase the financial benefit of finding or increasing work. 
 
Conclusions 
In Cambridge, if the proposed reduction of 10% were spread equally across all 
working age claimants they would receive a reduction of 18% in their current level of 
support. This could easily be achieved by opting for 5, 6 or 7a above; this approach 
is often referred to as “equal pain”. 
However, this would mean starting to collect council tax from people who currently 
pay nothing because they qualify for a means-tested benefit, which is paid at safety 
net levels. Trying to collect small amounts of money from people in poverty often 
costs more to collect than the sum being collected.  
Furthermore, the Council has a duty to protect the vulnerable so this would see the 
remaining working age group losing up to 25% of their current support. 
The Government has also made it very clear that work incentives should be at the 
heart of any scheme design; which makes it very difficult to reduce levels of support 
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to those who are in work. Indeed, improvements to work incentives such as an 
increase in the earned income disregards mean costs are likely to rise for this group 
of people rather than reduce. 
The last group, people receiving some council tax benefit who are not in work, do not 
receive enough council tax benefit in total to make it possible to reach the 10% 
savings target even if support were withdrawn completely.  
It is therefore necessary to in some way reduce the current level of support for 
working age claimants getting full CTB.  
Time limiting council tax reduction for those who are capable of work is perhaps an 
incentive for people to search for work or to take work that they would previously 
have refused to accept. It should be noted that if such a rule was accepted as part of 
the local scheme the Council could be expected to provide additional assistance with 
helping people to find work, especially those who have been long term unemployed. 
It can be difficult to persuade employers to take on the extra risk that come with 
employing certain people. This could potentially cost more in financial and human 
resources than is saved. 
The suggestion of excluding certain groups such as the self-employed or 
homeowners’ is fraught with difficulties. It might be necessary to “force” people to sell 
their home to realise some capital; that can take time and is controversial. It could 
mean those with little or no equity have no choice but to rent in the private sector, 
meaning both housing benefit and council tax reduction will be required at the new 
rented home.  
To avoid making more people homeless, it would be necessary to carry out a 
property valuation and ascertain the value of any equity before deciding if it was cost 
effective in each case to restrict council tax support. This would be erroneous and 
costly. 
It may also increase the burden on the Council of finding homes for families who 
become homeless due to such a policy, which would have an adverse effect on child 
poverty strategies. 
It does not appear however to be an equalities issue, but it could be open to 
challenge under the Human Rights Act. 
To exclude the self-employed would go against the Government’s policy of providing 
incentives for those who have been unemployed to start up their own business. 
If any of the above options for reducing the level of support were taken it would 
mean some very difficult decisions would have to be made. 
Recommendations 
It is shown above that: 

• option 2 potentially provides the: 
o financial savings without introducing further “austerity” measures on those 

who claim help with their council tax, and 
o financial resources to fund the required work incentives, and 

• option 3 provides additional contingency savings to allow for: 
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o possible changes in Government policy intentions as the legislation 
passes through Parliament, or 

o forecasts that may be less than accurate due to the lack of current data in 
some areas, or 

o future changes in behaviour that may reduce the income from the council 
tax reforms 

It is therefore recommended that the Council adopt a combination of options 2 and 3, 
which includes some achievable amendments to the current scheme that would 
increase work incentives.  
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