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EXECUTIVE SUMMARY
To provide Cabinet with an update on how the scheme is operating.

To consider whether any changes should be made to the Council Tax Reduction
Scheme (CTRS) for year eight (2020/2021), prior to public consultation and a final
recommendation being made to Council later in the financial year.

RECOMMENDATIONS
That Cabinet notes the CTRS position relating to this and previous financial years.

That Cabinet notes that a full review of the CTRS is underway and that further
recommendations for changes to the Scheme will be presented to Cabinet in September
2020 for implementation in 2021/2022.

That Cabinet confirms whether it wishes to continue with the amount to be distributed to
Parish, Town & Community Councils and if so whether this should be maintained at
£38,885

That the following proposed changes to the CTRS for 2020/2021 be subject to
consultation:

A) That a deminimis amount of £2.50 per week be introduced for reductions in
entitlement, with no deminimis amount for increases in entitlement

B) That any payments made under the Windrush Compensation Scheme be
disregarded for the purposes of CTRS

That a further report on the outcome of the consultation be presented to Cabinet at its
meeting on 17 December 2019
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REASONS FOR RECOMMENDATIONS

To decide on whether any changes are proposed to the CTRS for 2020/2021 and
enable the required consultation to be carried out.

ALTERNATIVE OPTIONS CONSIDERED

The purpose of this report is to consider whether the scheme as it stands meets the
needs of providing support where required and is affordable. Other options can be
considered as part of this process.

CONSULTATION WITH RELEVANT MEMBERS AND EXTERNAL
ORGANISATIONS

This report is recommending that there be two minor changes to the CTRS for
2020/2021 and is seeking the views of Cabinet on this. Consultation with the Major and
Local Precepting Authorities and the public will be required, prior to Cabinet
considering its final recommendations to Council in December 2019, taking into
consideration the outcome of the consultation.

FORWARD PLAN

This report contains a recommendation on a key decision that was first notified to the
public in the Forward Plan on the 15 August 2019.

BACKGROUND

Council Tax Benefit was abolished on 1 April 2013 and was replaced by locally defined
Council Tax Reduction Schemes.

2019/2020 is the seventh year of the scheme, which is now fully embedded.

The Council’'s Scheme is based on the old Council Tax Benefit Scheme and is
therefore means-tested with a standard percentage reduction being made to the final
award. This reduction was 33.13% for the first two years of the Scheme and has been
reduced to 25% for the subsequent five years. A lower reduction means that the
claimant will receive more benefit and therefore pay less Council Tax.

The Scheme has been generally accepted within North Hertfordshire. The Council has
received very little feedback on the Scheme and collection rates have been fairly well
maintained considering the recent period of austerity.
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The Scheme continues to cost less than originally anticipated due in the main to the
reduction in the number of claimants. This has been a steady year-on-year reduction
until the early part of 2018/2019, when the claimant numbers plateaued out. The
numbers reduced in the latter part of the year but so far in 2019/2020, the numbers
have actually slightly increased. The steady reduction in numbers meant that the
Scheme continued to cost about the same amount each year even though Council Tax
levels increased. With claimant numbers now not reducing as steadily as in the earlier
years of the Scheme, and the tendency for all Major Preceptors to apply the maximum
increase in Council Tax without triggering a local referendum, the value of awards is
increasing. Further, maximum expected increases in Council Tax for 2020/2021,
reduces the scope available to make the Scheme more generous.

Chart 1 below shows how claimant numbers have steadily reduced since the Scheme
was introduced, until this current year.
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Chart 2 below shows the difference in number of claimants by claimant type from May
2013 (the earliest data we have) to July 2019. Members will see there has been a
significant reduction in the number of Pension Credit Age claimants (1,274 less or
30.3%) and Working Age claimants not working (1,220 less or 52.1%). The number of
Working Age claimants in work has remained fairly constant (142 less or 11.4%),
however the number of Vulnerable claimants, i.e. those in receipt of a Disability
Premium has increased significantly (640 more or 50.4%).
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RELEVANT CONSIDERATIONS

Changes to Housing Benefit and should these be reflected in the CTRS?

In previous years, Cabinet has considered whether any changes to the Housing Benefit
Regulations should be reflected within the Council’s CTRS Scheme.

Where it has been recommended to make any changes to the Scheme, these have
to be the subject of public consultation before a final recommendation is made to
the Council for adoption or not into the Scheme.

The Government has implemented one change to the Housing Benefit Regulations,
which Members may wish to include in the Council’s CTRS. This is the requirement
to disregard any payments made to recipients under the Windrush Compensation
Scheme. The effect of this is that any payments made under this scheme will be
ignored for Housing Benefit purposes and if adopted by the Council, also for CTRS
purposes.

Other Considerations

The introduction of Verification of Earnings & Pensions (VEP), previously Right Time
Information (RTI) has resulted in an unforeseen consequence for those in receipt of
CTRS, who have fluctuating incomes.

Through VEP, the Council is notified by DWP (via HMRC) whenever there is a change
in income or other change which may effect the entitlement of a claimant. Notifications
are also being received, which trigger a recalculation when changes are made to
Universal Credit, which do not change the overall entittement to CTRS. Many of these
changes are very small and in fact the vast majority are £0.00 as a change is triggered
for example at the start or end of a repayment of an advance or the start or end of a
deduction, for example to clear Council Tax arrears, which does not effect the
entittlement to CTRS.
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These changes result in bills being produced and instalments being reset, so that in
theory, and also in practice, a customer may go throughout an entire year without
paying anything and they will never be caught up in the recovery cycles, if they have a
change every month resulting in a recalculation and their instalments being reset.

In the first quarter of this year, recalculations were carried out for the following
amounts:

No of Claims | Value of change of entitlement

238 | £0.00

10 | Between £0.01 and £0.49

4 | Between £0.50 and £2.49

Between £2.50 and £4.99

6
0 | Between £5.00 and £7.49
1 | Between £7.50 and £9.99

Officers would recommend that the deminimis level be set at £2.50 for reductions in
entittement and that it be kept under review. £2.50 per week is considered high enough
to eliminate a significant number of small changes in entitlement and also not too high
to exempt too many customers from having any recalculations at all. For example,
£2.50 per week is £130.00 per year, so theoretically any customer with an entitlement
of £130.00 per year or less may not have a recalculation during the year, so long as
the entitlement stays below £130.00. At the beginning of this financial year we had 91
customers with an annual entitlement of less than £130.00.

It is recommended that there be no deminimis amount applied for increases in
entitlement.

The numbers identified in 8.7 above will increase significantly as more customers
migrate to Universal Credit

Amount to be distributed to Parish, Town & Community Councils

When CTRS was introduced in 2013, the Government provided funding to each Billing
Authority to compensate for the reduction in their Tax Bases as CTRS was to be
treated as a Discount and was no longer reimbursed on a pound for pound basis
through subsidy arrangements. Each Billing Authority was also given a sum of money
to distribute amongst its Parish, Town & Community Councils to compensate for their
reduction in the Tax Base. For the first year of the CTRS (2013/2014) this amount was
£90,850.

This funding is no longer separately identifiable within the Council’s financial settlement
from the Government and the principle has now been adopted each year that the
amount of money distributed by the Council will reduce in line with its own reduction in
Government support.

By 2017/2018, this amount had reduced to £38,885 and it has remained at that level
since then, as the Council no longer receives any Revenue Support Grant (RSG).
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2019/2020 is the final year of a four year settlement, which was announced in February
2016 and allowed Councils to be able to forward plan for those four years. The four
year settlement confirmed that this Council would not receive any RSG from 2018/2019
and also announced an additional tariff on Business Rates (known as negative RSG)
for 2019/2020, which would have further reduced Council funding by around £1M.

The Government reviewed the position regarding the negative RSG and this was not
imposed in this current year and consequently, the Council confirmed that the amount
to be distributed to Parish, Town & Community Councils should remain at £38,885 and
that this should be reviewed for 2020/2021.

Unfortunately, uncertainty remains regarding the funding settlement for 2020/2021 and
the Government recently announced that there would be a one year settlement
announced in December 2019, pending a wider ranging review to be carried out during
2020.

The Council could decide to remove this Grant, however Members should be aware
that the Government has strongly suggested that they would not expect Councils to do
SO.

Removal of the Grant would be more justifiable, should the Government impose the
negative RSG, but this will not be known until the settlement is announced in late
December.

Wider ranging review of the CTRS

2020/2021 will be the eighth year of the Scheme, which has remained mainly
unchanged throughout that time. The Scheme is still based on means testing as this is
considered to be the fairest way of administering the Scheme.

Whilst the Council continues to administer a substantial number of Housing Benefit
claims, there is little to be gained in terms of administrative costs in changing the
Scheme, as the same processes have to be performed as those needed to calculate
Housing Benefit. However, many Councils are moving towards different types of
Schemes in anticipation of the expected drop in Housing Benefit caseloads, which will
escalate when the managed migration of the caseload takes place, some time between
2020 and 2024 on current projections, although these have slipped several times
already.

Ideally, the Scheme needs to be simple to administer and for customers to understand,
fair and be cost effective. Unfortunately, it is difficult to achieve all three of these
objectives, as any two will usually disqualify the third.

Nevertheless, a lot of work is being carried out to test a number of different options,
which will be reported to Cabinet in or before September 2020, to allow plenty of time
for consultation before implementation in April 2021.
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LEGAL IMPLICATIONS

Section 5(2) of Schedule 4 of the Local Government Finance Act 2012, which inserts
Schedule 1A to the Local Government Finance Act 1992 requires the Council to set its
Council Tax Reduction Scheme by 31 January preceding the start of the financial year
in which it is to apply. This has been further amended by Regulation 2 of The Council
Tax Reduction Schemes (Amendment) (England) Regulations 2017 to 11 March.

Full Council’'s terms of reference include at 4.4.1 (z) “approving the Council Tax
Reduction Scheme”. Cabinet’s terms of reference include at 5.6.39 recommending to
Full Council “The Council Tax Reduction Scheme”.

Section 3(1) of Schedule 4 of the Local Government Finance Act 2012, which inserts
Schedule 1A to the Local Government Finance Act 1992 requires the Council to
consult on any changes to its scheme as follows:

e Consult any Major Precepting Authority which has power to issue a precept to it
e Publish a draft scheme in such manner as it thinks fit

e Consult such other persons as it considers are likely to have an interest in the
operation of the scheme

For the original scheme implemented for 2013/2014, it was necessary to carry out
comprehensive consultation to ensure that the Council complied with the legal
requirement to consult and did not leave itself open to challenge. Very minor changes
were made to the Scheme in year two and a restricted consultation exercise was
carried inviting members of the public to comment on the Council’s web site. Only
minor changes have been made in subsequent years, with the resulting restricted
consultation. This position remains the same with the proposals for 2020/2021,
however this time the consultation with the public will consist of advertising on the
Council’s web site and using the Citizens Panel.

Cabinet should note that changes to the Scheme cannot be made later in the financial
year due to the need to consult before any changes can be implemented.

FINANCIAL IMPLICATIONS

There will be financial implications in respect of the Collection Fund for the
implementation of a deminimis rule, which are difficult to quantify. However as the vast
majority of changes result in no change in entitlement, this is not considered to be
significant and should be easily absorbed within the 1% allowance for non-collection.

Whilst not directly a subject of this report, far more significant is the effect on the
Council Tax Base should all the Major Precepting Authorities increase their Council
Tax Precepts by the maximum allowed before a local referendum is triggered.

Based on the caseload at the end of July 2019, Council Tax increases of 2.99% for the
District and County Councils and £12.00 for the Hertfordshire Police & Crime
Commissioner will incur additional awards of CTRS of £265,346 and reduce the
Council Tax Base by 149.
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The figures could increase if more scope is given to the Police & Crime Commissioner
to increase its precept and any further provision is made to increase Council Taxes to
help fund Adult Social Care.

There is no statutory requirement for the council to provide funding to Parish, Town and
Community Councils, but it may choose to do so and the Government actively
encourages Councils to do so. In 2018/2019 this Council passed on £38,885. The
current proposed cost of funding to Parish, Town and Community Councils in 2019/20
is £38,885.

RISK IMPLICATIONS

Any risks associated with the Scheme will be evaluated when the next report is
prepared for consideration by Cabinet.

There is a risk that there may be an increase in caseload. At this stage, Cabinet is only
considering the criteria on which to consult and no final decision needs to be made until
the December Cabinet Meeting, by which time there will be further, more up-to-date
data on which to make that decision.

EQUALITIES IMPLICATIONS

In line with the Public Sector Equality Duty, public bodies must, in the exercise of their
functions, give due regard to the need to eliminate discrimination, harassment,
victimisation, to advance equality of opportunity and foster good relations between
those who share a protected characteristic and those who do not.

By conducting extensive consultation when the scheme was first implemented, the
Council sought to collect information from those who may be potentially affected by
these proposals. The public consultation showed broad support for the scheme. By
substantially retaining the same scheme since 2013/2014, the Council continues to
meet its obligations under the Equality Act. The proposed review will identify any
adverse impacts and an equality impact analysis may be required to capture these.
SOCIAL VALUE IMPLICATIONS

The Social Value Act and “go local” requirements do not apply to this report.

HUMAN RESOURCE IMPLICATIONS

There are no Human Resources implications in this report.

APPENDICES

None

CONTACT OFFICERS

Howard Crompton: Service Director - Customers
howard.crompton@north-herts.gov.uk; ext. 4247
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lan Couper: Service Director - Resources
ian.couper@north-herts.gov.uk; ext. 4243

Jeanette Thompson: Service Director — Legal & Community
jeanette.thompson@north-herts.gov.uk; ext. 4370

Reuben Ayavoo: Policy and Community Engagement Manager
reuben.ayavoo@north-herts.gov.uk; ext. 4212

Rachel Cooper: Controls, Risk & Performance Manager
rachel.ccoper@north-herts.gov.uk; ext. 4606

BACKGROUND PAPERS

None


mailto:ian.couper@north-herts.gov.uk
mailto:jeanette.thompson@north-herts.gov.uk
mailto:reuben.ayavoo@north-herts.gov.uk
mailto:rachel.ccoper@north-herts.gov.uk

