Committee: Overview and Scrutiny Commission — Financial
Task Group

Date: 19 March 2013

Agenda item: 4
Wards:

Subject: changes to Council Tax Benefit (Localisation)
Lead officer: Caroline Holland — Director of Corporate Services
Lead member: Councillor Mark Allison

Forward Plan reference number: 1160

Contact officer: David Keppler — Head of Revenues and Benefits
Tel. 020 8545 3727

Email: david.keppler@merton.gov.uk

Recommendations:
That members of Overview and Scrutiny Commission:

A. Notes that further discussion of the proposed scheme took place at the financial
monitoring scrutiny task group on the 11 September 2012.

B. Notes the update provided as appendix A on other local schemes and how the
default scheme that will be implemented compares to those neighbouring Councils.

C. Notes that training was provided to Councillors in September 2012 on the existing
scheme and the presentation is attached as appendix B.

D. Identify how they would like to be involved in the review of local schemes
undertaken for the full year 2013/14.

E. Notes and agrees the administration changes made to Merton’s local council tax
support scheme detailed below (2.14-2.17)

1 PURPOSE OF REPORT AND EXECUTIVE SUMMARY

1.1. On the 17 July 2012 a report on the Changes to Council Tax Benefit
(Localisation) was presented to Overview and Scrutiny Commission. The
Commission Resolved that:

(1) That the Commission, having discussed the report thoroughly, would
not express a view on the preferred option at this stage

(2) To delegate further discussion of the scheme to the meeting of the
financial monitoring task group on 11 September 2012

(3) That more detail on all the options should be provided to that task
group meeting so that it can comment fully on the proposals
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1.2.

2.2.
2.3.

2.4.

2.5.

2.6.

(4) That the Commission receive an update report at its meeting on 12
March on how the current scheme works, what other councils are doing
and full costing’s for each of the options for future years

(5) That training sessions on the current scheme are offered to all
councillors in September 2012

(6) That the Commission is involved in the review of local schemes
undertaken for the full year 2013/14

(7) That the Commission is involved in the review of the administration
arrangements for the prescribed default scheme for 2013/14 to try to
make the claim process easier for residents

This report updates and details the information the Commission requested.

DETAILS

As part of the Spending Review 2010, the Government announced that it
intends to localise council tax benefit (CTB) from 1April 2013 with a 10%
reduction in expenditure. These plans were included as part of the terms of
reference for the Local Government Resource Review and as it currently
stands, the Welfare Reform Bill contains provisions to abolish CTB

Council’'s were required to agree local schemes by the 31 January 2013.

On the 21 November 2012 full Council approved that the Council would
absorb the funding reduction for council tax support and adopt the existing
default scheme as its local council tax support scheme. It also agreed that a
review of local schemes would be undertaken for the full year of 2013/14
and that changes arising from the review will be developed for consideration
for the 2015/16 budget process.

In London the majority of Council’s have adopted local council tax support
schemes which pass on the full or part funding reduction and results in a
reduction of assistance for existing claimants of council tax benefit.

As requested by Overview and Scrutiny listed below is a summary of the
changes neighbouring Council’s have made to their new schemes. Attached
as appendix A is this information in a tabled format along with the impact on
taxbases for 2013/14.

Sutton Council

- Restrict support at band D

- Reduce savings limit from £16,000 to £10,000
- Remove second adult rebate

- Increase non-dependant deductions (over 18 year olds living in the
property)
- Everyone shall pay something

- Increased taper from 20% to 25% (support reduces by this percentage
for every addition pound of income)

- Will include 25% of child benefit (currently disregarded)
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Most vulnerable are protected (pensioners, claimants receiving disability
benefits/premiums and claimants with a child under five)

Sutton have estimated that around 4,800 households will be affected by
the changes with:

31 residents affected by an average of £23 a week

190 residents affected by an average of £14 a week

378 residents affected by an average of £8 a week

497 residents affected by an average of £5 a week

2894 affected by an average of £3.50 a week

800 affected by an average of £1 a week.

Sutton are on target to achieve council tax collection of 98.6%, this has
been reduced to 97.61% for 2013/14 so have estimated a reduction of
0.54%

2.7. Croydon Councll

Restrict support to band D

Reduce savings limit from £16,000 to £8,000
Remove second adult rebate

Increase non-dependant deductions
Everyone shall pay something

Most vulnerable protected (pensioners, in receipt of disability living
allowance, income support or employment support allowance or single
parents with a child or children under five)

Croydon will ask all working age people not working to pay at least 15%
of their council tax liability, this will equate to approximately £3.50 per
week.

They will ask all working age people that are working to pay at least 15%
more of their council tax liability (on average this is £5.00 per week)

They will ask other adults living in the property who are not the main
taxpayer or partner to contribute more to meeting the council tax, many
who do not currently contribute anything will be asked to contribute £3.50
per week.

It has not been possible to obtain the estimated number of claimants
falling into each criteria although from the report that went to Cabinet in
July 2012 they reported almost 6,000 claimants that were working.

2.8. Kingston Council

Remove second adult rebate
Increase non-dependant deductions

Most vulnerable protected (claimants in receipt of disability
benefits/premiums)
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2.9.

2.10.

2.11.

2.12.

2.13.

2.14.

2.15.

2.16.

2.17.

Richmond Council
- Remove second adult rebate
- Increase non-dependant deductions

- Earnings disregard increased (increase in amount of earnings that are
not taken into account for calculation)

- Most vulnerable protected (as within council tax benefit scheme)

Richmond have estimated that 422 claimants will lose an average of
£5.88 per week in support.

Sutton and Croydon have substantially changed their local schemes from
the default scheme with the result of thousands of benefit claimants having
to contribute more to their council tax. They will now be asking residents who
have not previously had to pay any council tax to make a contribution.

The impact of non collection is not accurately known at this stage. Sutton
has estimated a reduction of 0.54% - based on their council tax requirement
of £74.7 million (taken from their budget report) this equates to just over
£403,000 non-collection. It has not been possible to obtain estimated non-
collection rates from the other boroughs.

Although there are recovery options available to pursue unpaid council tax a
Liability Order has to be obtained at the Magistrates Court before any
alternative recovery action can take place. To obtain a Liability Order the
Council has to issue a summons for non-payment of council tax with the
additional costs associated (Merton’s are £110.00, neighbouring boroughs
summons costs are similar or more).

Once the Liability Order has been obtained the Council could apply to the
Department of Work and Pensions for an attachment of benefit for taxpayers
who are receiving an out of work benefit. The DWP could stop £3.55 per
week from a claimants benefit and pay directly to the Council, however, the
cost of the summons will also need to be paid.

Another option could be to pass the debt to a bailiff to collect but again this
would include additional costs of collection for the taxpayer.

As previously reported to Overview and Scrutiny the local scheme adopted
by Merton is the same as the current national council tax benefit scheme.
Training on council tax benefit and how the scheme works was provided to
Councillors in September, appendix B is the training presentation.

In the financial settlement Merton have been allocated £9.732 million (this
excludes the GLA share) funding for the council tax support scheme for
2013/14, this is reduction of £1.278 million. In the financial settlement for
2014/15 there is a reduction in grant of 9.5% which means a further
reduction of funding for council tax support scheme in 2014/15.

At this stage it is not possible to identify if the level of funding available for
the scheme for 2013/14 will be sufficient, fluctuations in current caseload will
influence this.
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2.18.

2.19.

2.20.

2.21.

2.22.

2.23.

2.24.

Overview and Scrutiny requested full costing options for future years.
Currently it is not possible to provide any further accurate data than that
provided last year during the consultation process and this has been
included as appendix C. Please note this information is based on 2011/12
claim data.

The review of local schemes agreed by full Council for the full year 2013/14
will include options and costing’s based on 2013/14 Merton data, an analysis
of neighbouring boroughs scheme and in particular the impact the new local
schemes have had on council tax collection.

As Merton’s local scheme has already been agreed and published for
2013/14 it is not possible to make any amendments to the scheme until April
2014. When reviewing the default scheme rules and the administration
differences between council tax benefit and council tax support officers
identified a small number of areas where changes to processes would
benefit customers. As a result the following changes have been made to the
local council tax support scheme rules:

If a housing benefit claim is made directly to the Department of Work and
Pensions under existing rules it can be a joint claim for council tax benefit.
Under council tax support there is no provision for this and therefore the
customer would be expected to complete a second application form for the
council — the rules for Merton’s scheme have been amended so that the
customer will only have to sign a declaration confirming the application is
also for council tax support. This will make the claim process easier for our
customers

Under the rules for council tax support if a customer notifies the council of a
change in circumstances a beneficial change can be backdated to the date
of that change — under the existing housing benefit and council tax benefit
rules a beneficial change can only be backdated one month — the rules for
Merton’s scheme have been amended so that the change can only be
backdated one month.

Under the rules for council tax support there is no facility to suspend council
tax support claim. To enable housing benefit and council tax support claims
to be effectively administered side by side the rules for Merton’s scheme

have been amended to enable council tax support claims to be suspended.

Under the rules for council tax support there is only a £10.00 disregard for
war widow’s pensions and war disability pensions. Merton have for many
years, like many authorities, adopted a modified local scheme where we
disregard all of this income. To ensure that Merton’s local council tax support
scheme adheres to the principal agreed by full Council that no one would be
worse off unless their income or circumstances changed — the rules for
Merton’s local scheme have been amended so that the full disregard is
taken.

ALTERNATIVE OPTIONS
None for the purpose of this report
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8.1.

10

10.1.

11

11.1.

11.2.
11.3.

CONSULTATION UNDERTAKEN OR PROPOSED

A full consultation exercise has been undertaken on the proposed council
tax support scheme and was included in the report to full Council on the 21
November 2012.

TIMETABLE

The new local Council Tax Support scheme was agreed by full Council on
the 21 November 2012.

FINANCIAL, RESOURCE AND PROPERTY IMPLICATIONS
See attached report to Cabinet

LEGAL AND STATUTORY IMPLICATIONS
Attached to original full Council report

HUMAN RIGHTS, EQUALITIES AND COMMUNITY COHESION
IMPLICATIONS

Attached to original full Council report

CRIME AND DISORDER IMPLICATIONS
Attached to original full Council report

RISK MANAGEMENT AND HEALTH AND SAFETY IMPLICATIONS
Attached to original full Council report

APPENDICES — THE FOLLOWING DOCUMENTS ARE TO BE
PUBLISHED WITH THIS REPORT AND FORM PART OF THE REPORT

Appendix A — Changes to neighbouring boroughs local schemes and impact
on Taxbase

Appendix B - Council Tax benefit Training presentation

Appendix C - Options of changes to scheme with the financial impact on
scheme and claimants
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