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To: Finance Panel (Panel of the Scrutiny Committee)
Date: 8 September 2016
   


Report of: Head of Financial Services
Title of Report: Council Tax Reduction Scheme (CTRS) update
Summary
Purpose of report:  To brief Finance Panel on the Council Tax Reduction Scheme
Key decision No 
Executive lead members: 
Councillor Ed Turner, Board Member for Finance, Asset Management & Public Health;
Councillor Susan Brown, Board Member for Customer and Corporate Services.
Report authors: Tanya Bandekar, Revenue and Benefits Service Manager;
Paul Wilding, Revenue and Benefits Programme Manager.
Background 
1. The Scrutiny Committee has requested a report to update them on the cost of the Council Tax Reduction Scheme (CTRS).
2. Council Tax Benefit (CTB) was abolished in 2013 and replaced with local schemes of support to help people on low incomes pay their Council Tax. This support is known as Council Tax Reduction Scheme. Every Local Authority was required to adopt their own scheme and received funding from the Department for Communities and Local Government (DCLG) to help pay for these schemes through Revenue Support Grant.
3. There are two schemes in place currently.  A working age scheme (18-63 [women] or 65 [men] years old) and a pensioner scheme (aged 64 [women or 66 men] years old and over).  Under the pensioner scheme the Council is required to ensure that a pensioner receives the same amount of CTRS as if CTB was still being claimed. 
4. Since the introduction of the changes in 2013 Oxford City Council has agreed to apply the national Default Scheme for Working Age claims, as this closely matches that of CTB (only 41 councils continue to take this approach in 2016/17).  Both working age and pensioner claims sits within Section 13A of Local Government Finance Act 1992, which allows a Local Authority the discretion to reduce the Council Tax charge by the amount of Council Tax Reduction.
5. CTRS is administered by the Benefits Team either alongside a claim for Housing Benefit, or as a single claim for CTRS.  Each application is based upon a detailed calculation of the weekly household income and available capital and whether the applicant can afford to pay the weekly Council Tax charge (after any disregards have been applied).
Local cost of scheme

6. The cost of the Council Tax Reduction Scheme to the Council has increased significantly since it was introduced in 2013/14. Prior to 2013/14 Government support for expenditure was given in the form of a Council Tax Benefit Subsidy. In 2013/14 the funding was based on a forecast of anticipated expenditure, and reduced by 10%. From 2014, funding has been incorporated into Revenue Support Grant provided by DCLG and cannot be separately identified. Revenue Support Grant over the last few years has reduced considerably under the Government’s austerity programme. Assuming the Council Tax Support Grant in line with reductions of Revenue Support Grant the cost of the scheme over the last three years to the Council can be summarised in the table below. 
Table 1: Cost of the scheme to the Council:
[image: image1.emf]2013/14 2014/15 2015/16 2016/17

City Council share of CTR £1,712,631.22 £1,626,666.96£1,575,328.94£1,637,120.67

DCLG funding for CTR -£1,546,457.00-£1,346,964.05 -£947,993.30 -£593,443.81

DCLG Transitional Grant -£42,148.00 £0.00 £0.00 £0.00

Income raised by CT exemptions 

and discounts on empty property -£135,810.86 -£86,306.93 -£103,358.68 -£74,456.06

Total -£11,784.64 £193,395.98 £523,976.96 £969,220.80


7. From 2013 DCLG provided flexibility within the Council Tax Exemption and Discount scheme to vary the charges made to different categories of empty property. The City Council made use of these powers to raise additional revenue from Council Tax which was intended to offset the cost of the CTRS scheme.  It is envisaged that this discount regime will not change in 2017/18 
8. Additionally in 2013/14 DCLG made transitional funding available to Local Authorities who restricted bills in their local schemes to 8.5% or less of Council Tax liability. This funding was only available in the first year of the scheme.
9. 35.3% of CTRS recipients in Oxford are of pension age and the cost of the pension age scheme is £578,363.65. This means the government grant now only covers slightly more than the cost of this scheme, which the council is not permitted to change. With the Revenue Support Grant reducing to zero from 1St April 2019  the Council will be funding the whole cost of the CTRS scheme an estimated £1.6 million per annum
Caseload Details

10. In the financial year 2013-2014 if you were already in receipt of CTB you did not have to apply for CTRS.  Details were automatically transferred to the new scheme to reduce the administrative burden for the Benefit Service and the customer. 
11. Table 2 shows the caseload since 2013-2014.  It has been slightly decreasing each year in line with other benefits and the improving economy, but is still above the pre-financial crisis level.  

Table 2: Caseload Information from 2013 to date:
	Year
	Average monthly CTRS caseload
	Working Age
	
	Pensionable Age
	

	
	
	Numbers
	%
	Numbers
	%

	2013/14
	10,163
	6,535
	64.30%
	3,628
	35.70%

	2014/15
	9,733
	6,242
	64.13%
	3,491
	35.87%

	2015/16
	9,320
	6,025
	64.65%
	3,295
	35.35%

	2016/17(Apr-July)
	9,158
	5,924
	64.69%
	3,234
	35.31%


12. The proportion of Working Age claims to Pensioner claims also remains similar in comparison to overall entitlement.
Table 3: The proportion of Working Age claims to Pensioner claims:
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13. Table 4 shows where claims for CTRS have been refused.  The highest group of refused claims are in the Working Age-Non Income Support (IS) /Job Seekers Allowance (JSA) category.  This is because a greater amount of detailed information is required as these people will have paid employment.  Recipients of welfare benefits are automatically entitled to CTRS (because the Department for Work and Pensions or the Pension Service have verified the income and capital) and as such very few of these have been refused.

Table 4: Numbers of refused claims by claimant group:
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14. Table 5 shows each quarter from 2013-2014 and the number of changes and new claims that have been processed by the Benefit Service
Table 5: Numbers of changes and new claims processed: 
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15. The number of new claims throughout the 13 periods has remained even throughout, which differs considerably to the number of changes that have been processed.  As with Housing Benefit, the Service see large increases in workload from April to June each year, as the team applies an annual ‘up-rating’ where the Government increase state benefit incomes by inflation rates or lower.  As many reported and automatic changes occur in the first 2 quarters of each year, the level of charges significantly increases and then plateaus for the last 2 quarters. (Please note that due to ICT issues experienced during April 2016, this quarter reporting will only reflect 2 months processing for new claims).

Case Studies

16. A small review of CTRS claims was conducted this year where non-dependants in the household are in receipt of a disability income.  These claims attract a low non-dependant deduction (this is where other adults over 18 are expected to contribute to the household costs) to the CTRS entitlement.

17. During the review, 3 claims benefited from large underpayments in CTRS;
· Mrs J’s Council Tax account received a further £1372.79 in CTRS.  Mrs J (born 1929) lives with her 3 daughters as her husband died in 2006. Mrs J has been in receipt of a disability benefit from 2008, which was undeclared to the Benefit Service. The claim no longer has multiple non-dependant deductions for her 3 daughters applied to the claim.   Mrs J is now in receipt of full CTRS and does not pay any money towards her council tax giving her a further £26.13 per week into her household.

· Mrs I’s Council Tax Account received a further £634.21 in CTRS.  Mrs I’s claim was paid on the basis of a disability benefit in payment, however due to a data exchange error with the DWP; this income was incorrectly removed in 2014 for 1 year.  The Benefit department has re-applied this income and awarded the back award to the account.  This has removed any charge that was applied and Mrs I is now in receipt of full CTRS.

· Mr M’s Council Tax Account received a further £7556.02 in CTRS.  Mr M’s (born in 1932) lives with his wife and 2 sons and daughter-in-law.  Mr M receives a disability benefit from 2009, which was undeclared to the Benefit Service.  This removes the non-dependant charge applied to the CTR entitlement.  Mr M now receives full CTRS giving a further £29.59 in the household per week.
Quality Checking

18. A checking regime is in place within the team to ensure that accuracy of claim assessment is of a high standard.  All staff have 4% of claims reviewed weekly.  In cases where a mistake is found, then this is rectified and the Claimant is notified of the amended entitlement. 

19. For each claim that is checked, the findings are fed back to the staff and performance is reviewed through a 1-2-1 process bi-monthly.   Where there are training needs identified, this is recorded and support is arranged.  The Benefits Management Team discuss the accuracy figures each month to see if there are any trends occurring and to find any resolution.

Changing the Scheme
20. For each financial year the Council is required to review its CTRS scheme for the following year.  Modelling which is carried out each year has shown that trying to recoup the full costs of the CTRS scheme from recipients of support is not financially viable due to the potential for reduced collection rates and increased collection costs. If the scheme were to be changed then the most common method used for reducing support by other Councils is to introduce a minimum payment. This could be set according to the amount of saving the Council wished to achieve. 
21. As an example, applying a minimum payment of 30% of the Council Tax liability for all Working Age recipients of CTRS would reduce total expenditure this year from £1,637,121 to £1,251,103, a saving of £386,108. However the City Council is only responsible for 16.85% of the cost of CTRS, with the remainder being borne by the County Council and Police & Crime Commissioner. As such, to generate this saving for the Council, an additional £2,290,910 in Council Tax would be levied on low income households. For someone living in Blackbird Leys in a Band D property, 30% of their liability is £519.34 for the current year. 

22. It is estimated that the government’s welfare reforms saw the cost of paying benefit in Oxford reduce by £29.7m from 2010 to 2015. As such, any reductions in council tax support would need to be considered alongside further and often significant reductions in income which have already been experienced by many households in Oxford.
Administering the Scheme

23. The budgeted cost to the Council of administering the scheme is £548,010 net of Housing Benefit Administration Subsidy of £705,860. The Benefits team consists of 30.7 fte staff. It must be remembered that the team also administers Housing Benefit claims as well as CTRS claims and so this cost covers both areas of benefits administration
24. Reducing the cost of administering the scheme has been considered. Whilst Housing Benefit is being administered by the Council, there is little scope for significant savings in administration. CTRS mirrors Housing Benefit rules and the majority of customers are entitled to both. Having similar HB and CTRS schemes minimises costs as one set of data is entered in order to calculate entitlement to both benefits. Simplifying the CTRS scheme could actually increase administration costs because staff would have to conduct two processes for each customer, instead of one, to assess benefit entitlement.
25. This situation will change with the full rollout of Universal Credit (UC).  By 2018, almost all new CTRS claims for people of working age will be from people receiving UC.  As UC replaces HB it makes more sense to align the CTRS scheme with UC from 2018, and to simplify the scheme so that it costs less to administer. To this end, a working group has been established to develop a scheme for this different environment. Members would still have an option in this new scheme to amend the level of support provided to people on low incomes.

Benchmarking
26. Unfortunately there is no formal reporting of the collection of the CTRS element of Council Tax. However some analysis of the impact of CTRS on Council Tax collection has been conducted. The Child Poverty Action Group (CPAG) analysed the first year of the CTRS scheme in London which shows London authorities are facing lower collection rates. The collection rate for council tax owed by council tax support claimants with an increased liability in 2013/14 was, on average, 81 percent, compared with average collection rates of 97.4 per cent in 2012/13. In addition 92,648 customers in this group were charged £10m in court costs with 15,944 referred to enforcement agents (bailiffs). The collection rate of 81% is in line with that reported by other LA’s through informal benchmarking.
Summary
27. It would be possible to reduce the costs of providing CTRS support, however changing the CTRS scheme for any of the reasons outlined in 20. above is likely to increase the Council’s costs due to the potential for reduced collection rates and increased collection costs. Whilst the current projected local cost of the current scheme is currently £969,220, once Revenue Support Grant ceases the projected cost of the scheme will be in the region of £1,600,000. Payment of the full amount of CTRS is considered to be a priority for the council to support the residents of Oxford. 
28. Furthermore, changing the scheme to reduce the cost of providing support does not fit with the Council’s response to the government’s welfare reform programme. The Council’s response to this challenge has been carefully considered, with financial help given alongside practical support to those affected, in order to help them become financially sustainable. Just as Discretionary Housing Payments are not awarded indiscriminately to anyone who asks for them, introducing arbitrary reductions in financial support would be equally unhelpful. 
29. By 2018 however, the situation will have changed. The DWP had informally advised that Universal Credit (UC) full service would be rolled out in Oxford in early 2017/18 although the change in personnel at the DWP has already meant a further delay in migrating all HB customers across to UC to 2022 so we expect to be migrated later in 2017/18 than originally planned. This will mean that by 2018, almost all new CTRS claims for people of working age will be from people receiving UC. As UC replaces HB it makes more sense to align the CTRS scheme with UC from 2018, and to simplify the scheme so that it costs less to administer. 
30. To this end, a working group has been established to develop a scheme for this different environment. 
The working group will present options to members on reviewing and renewing the scheme.  The administration has not included any savings in this area in the MTFS, but has identified making sure funds are spent as effectively as possible is a priority. The input of Scrutiny in this process will be welcome.
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