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Report No F5/19

Eden District Council
Council

10 January 2019

Annual Review of the Council Tax Reduction Scheme 2019-2020
Portfolio: Resources

Report from: Director of Finance

Wards: All Wards

OPEN PUBLIC ITEM

1 Purpose
1.1 To undertake the annual review of the Council Tax Reduction Scheme (CTRS) and to 

decide whether to amend the Scheme for 2019-2020, or leave it unchanged.

2 Recommendation
It is recommended that the Council Tax Reduction Scheme for 2019-2020 be 
amended to make the effective date of claim, for Council Tax Reduction applications 
for those in receipt of Universal Credit, the date the applicant made their claim for 
Universal Credit.

3. Report Details
3.1 Eden District Council is a Billing Authority for the purpose of Council Tax.  As from 1 

April 2013, all Billing Authorities were required to agree their own local Council Tax 
Reduction Schemes.  Such Schemes replaced the national Scheme of Council Tax 
Benefit (CTB).  Some 2,600 households are currently claiming Council Tax Reduction 
in Eden.

3.2 There is a requirement under the amended Local Government Finance Act 1992 that:
For each financial year, each Billing Authority must consider whether to revise its 
scheme, or to replace it with another scheme.
The Authority must make any revision to its scheme, or any replacement scheme, no 
later than 31 January in the financial year preceding that for which the revision or 
replacement scheme is to have effect.
The final decision on whether a Scheme is changed must be a decision of Council.

3.3 At its meeting on 3 July 2018 (report F50/18: see Appendix 1 to this report), the 
Executive agreed that the Council Tax Reduction Scheme for 2019-2020 should 
remain unchanged from that in 2018-2019.  This was subject to:

 Any comments that the County Council or the Police and Crime Commissioner 
might have; and

 Final consideration by Council of the recommendation in the light of comments 
received.
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3.4 At the end of July 2018, the Universal Credit Full Service went live in Eden.  It has 
become increasingly clear that some Universal Credit customers are missing out on 
Council Tax Reduction (CTR) because they do not realise they have to make a claim 
directly with the Council.  This often only becomes known when Council Tax arrears 
have arisen and the claim for CTR cannot be backdated to when they first started to 
receive Universal Credit.  Eden’s Benefit Officers are working closely with Job Centre 
staff to try to make sure that claims for CTR are made at the outset but it would 
simplify the system if the Council’s CTR scheme used the date of the Universal Credit 
claim as the effective date for a claim for CTR.

3.5 Both the Police and Crime Commissioner and the County Council are affected directly 
by the Council’s CTRS, as both are bodies funded by Council Tax.  The proposal to 
use the date of the Universal Credit claim as the effective date for a claim for CTR has 
been consulted upon with Cumbria County Council and the Cumbria Police and Crime 
Commissioner. Both are supportive of the proposals.

3.6 The next annual review of CTRS will commence in the summer of 2019 in order to 
comply with the legal requirement referred to in paragraph 3.2 of this report. 

4. Policy Framework
4.1 The Council has four corporate priorities which are:

 Decent Homes for All;
 Strong Economy, Rich Environment;
 Thriving Communities; and
 Quality Council

4.2 This report meets the Quality Council corporate priority.

5 Consultation
5.1 There has been consultation with the Resources Portfolio Holder, other Executive 

Members, the County Council and the Police and Crime Commissioner.

6. Implications
6.1 Financial and Resources
6.1.1 Any decision to reduce or increase resources or alternatively increase income must be 

made within the context of the Council’s stated priorities, as set out in its Council Plan 
2015-2019 as agreed at Council on 17 September 2015.

6.1.2 The cost of the existing CTRS, projected levels of central Government funding 
(inclusive of CTRS grant) and additional Council Tax income raised to offset CTRS is 
built into the Council’s Medium Term Financial Plan.

6.2 Legal
6.2.1 All Billing Authorities are required, by the Local Government Finance Act 1992 (as 

amended) to undertake an annual review of their CTRS.
6.2.2 Under Section 67 (2) (aa) of the Local Government Finance Act 1992, the making or 

revising of a Council Tax Reduction Scheme is a function that has to be discharged by 
the Authority.

6.3 Human Resources
6.3.1 There are no Human Resources implications.
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6.4 Statutory Considerations

Consideration: Details of any implications and proposed 
measures to address:

Equality and Diversity The Council has to have regard to the 
elimination of unlawful discrimination and 
harassment and the promotion of equality 
under the Equality Act 2010 and related 
statutes.
An Equality and Diversity Assessment was 
undertaken for the current Scheme, but if any 
changes are recommended, that Assessment 
will be reviewed.
If changes are made to the Scheme, it will be 
necessary to assess changes to evaluate the 
impact on people who are vulnerable.  The 
Department for Communities and Local 
Government (DCLG) has defined vulnerable 
households as those with a carer, children aged 
less than five years, or those with a disability.  
Protections would need to be introduced and a 
Scheme with multiple protected groups also 
results in a Scheme that is more complex to 
administer and for customers to understand.
The DCLG issued a report in February 2014 
reminding local authorities of their key duties 
when deciding on Local Council Tax Reduction 
Schemes:

 Public Sector Equality Duty (The Equality Act 
2010);

 Duty to mitigate the effects of child poverty 
(The Child Poverty Act 2010);

 The Armed Forces Covenant; and

 Duty to Prevent Homelessness (The Housing 
Act 1996).

Health, Social Environmental and 
Economic Impact

No implications

Crime and Disorder No implications

Children and Safeguarding No implications

6.5 Risk Management

Risk Consequence Controls Required
There are no major risks with 
the proposed approach of 
continuing with a CTRS based 
on the Default Scheme

Not Applicable Not Applicable
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7 Other Options Considered
7.1 No other options have been considered.

8 Reasons for the Decision/Recommendation
8.1 The report considers a number of possible changes to the current CTRS.  The 

Council’s overall financial position is such that it does not need to consider savings if 
such savings have substantial disadvantages.  The minor change proposed will 
ensure that those in receipt of Universal Credit do not miss out on Council Tax 
Reduction.

Tracking Information

Governance Check Date Considered
Chief Finance Officer (or Deputy) 19 December 2018

Monitoring Officer (or Deputy) 19 December 2018

Assistant Director Not Applicable

Background Papers: Local Government Finance Act 1992 (as amended)
Reports F55/13, F68/13, F2/14, F55/14, F73/14, F49/15,
F68/15, F73/16, F89/16, F44/17, F50/18

Appendices: Appendix 1- Report F50/18; Executive 3 July 2018
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Appendix 1
Report No: F50/18

Eden District Council
Executive

3 July 2018

Annual Review of the Council Tax Reduction Scheme
Portfolio: Resources

Report from: Director of Finance

Wards: All Wards

OPEN PUBLIC ITEM

1 Purpose

1.1 To undertake the annual review of the Council Tax Reduction Scheme (CTRS) and to 
decide whether the Scheme should be amended for 2019-2020, or remain unchanged.

2 Recommendation

It be agreed that
1 A recommendation be made to Council on 10 January 2019, that the Council Tax 

Reduction Scheme for 2019-2020 should remain unchanged from that in 2018-
2019

2 The Police and Crime Commissioner and the County Council be asked for their 
views on the Scheme.

3 The next Annual Review of the Council Tax Reduction Scheme be reported to the 
Executive in the summer of 2019.

3 Report Details

3.1 Eden District Council is a Billing Authority for Council Tax. As from 1 April 2013, all 
Billing Authorities were required to agree their own Local Council Tax Reduction 
Schemes.  Such Schemes replaced the National Scheme of Council Tax Benefit 
(CTB).  This was a major change affecting a key statutory service.  Under CTB, 
qualifying claimants had their Council Tax liability reduced by a benefit. Whilst the 
benefits were awarded by local authorities, they were fully funded by central 
Government.  Under Council Tax Reduction, qualifying claimants have their Council 
Tax liability reduced by a reduction in their Council Tax liability.  This results in a loss 
of Council Tax income which is partly offset by Government grant.

3.2 It should be noted that all claimants of pensionable age were (and continue to be) fully 
protected. In effect, pensioners were guaranteed to receive at least the same level of 
reduced Council Tax liability under Council Tax Reduction as they did under CTB.

3.3 Council, on 6 December 2012 (report F81/12), agreed its CTRS for 2013-2014.  This 
followed consultation on the draft proposals which were agreed at Council on 26 July 
2012.  The agreed Scheme was the Department for Communities and Local 
Government’s (DCLG) default Scheme which, in effect, replicated the national CTB 
Scheme.
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3.4 By adopting the default Scheme, 10% of the cost of the Scheme was borne by 
principal authorities funded by Council Tax, namely this Council, the Police and Crime 
Commissioner and the County Council: the Government grant was only 90% of the 
cost previously paid under CTB.  At that time, some 3,200 households were claiming 
CTB in Eden: the new Scheme was estimated to reduce Council Tax income by some 
£2.60m.  Government grant of £2.34m left a net cost of £0.26m falling to this Council, 
the Police and Crime Commissioner and the County Council.  The Council’s share of 
this cost is some £28,000.

3.5 The Council could have reduced the cost to nil by reducing the level of Council Tax 
Reduction for certain claimant groups.  It chose not to do so because:

 As pensioners had to be protected (DCLG regulations) a net saving of 10% 
would have required a 20% saving on non-pensioner claimants;

 There was concern about the impact of any lessening in Council Tax 
Reduction, given the other welfare reforms, especially in relation to low income 
working households;

 There was concern that increasing the Council Tax liability on those with a low 
income would adversely impact on the Council Tax collection rate; and

 The financial cost could be more than mitigated by using the new Council Tax 
flexibilities, for example, removing the 10% reduction on second homes.

3.6 Like many Councils, the Council chose to use a range of new flexibilities in other 
areas of Council Tax charges to raise additional revenue, for example, the 10% 
discount on second homes was removed to offset the cost of maintaining the CTRS at 
the same level as CTB.  In total, the changes were expected to raise an additional 
£30,000 Council Tax income per annum at that time.

3.7 There is a requirement under the amended Local Government Finance Act 1992 that:
For each financial year, each billing authority must consider whether to revise its 
Scheme, or to replace it with another Scheme.
The Authority must make any revision to its Scheme, or any replacement Scheme, no 
later than 11 March in the financial year preceding that for which the revision or 
replacement Scheme is to have effect.
The final decision on whether a Scheme is changed must be a decision of Council.  
On 11 January 2018, Council considered the CTRS for 2018-2019.  It agreed to leave 
the Scheme largely unchanged, save for minor amendment for the impending 
introduction of Universal Credit.

3.8 Whilst most local authorities have decided to move away from the default Scheme by 
changing some elements within the Scheme, only one Council has moved entirely 
from a Scheme based on means testing to a simpler Scheme using income bands to 
determine the level of support.  However, there are more Councils considering a move 
to such schemes.  The consensus was that while Councils still had Housing Benefit to 
administer and the CTR Scheme for pensioners remained prescribed, it was more 
efficient to have a working age CTR Scheme that operates in the same way.  The roll-
out of Full Service for Universal Credit has started to challenge this view, not only due 
to the reduction in Housing Benefit claims but the number of changes to CTR claims 
generated in the Full Service environment.  All six Cumbrian districts currently have 
Schemes based on the default Scheme and it is likely that all will consider a change to 
their scheme in future years.  A significant change would require modelling of the 
impact of the changes and a full consultation exercise, meaning the earliest possible 
date for any significant change to the scheme is 1 April 2019.
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Cost of Existing Scheme
3.9 In 2017-2018 the total reduction in Council Tax bills through the CTRS was 

£2,446,010, which is similar to the amount in 2016-2017 and less than the amount in 
2015-2016.  This is more significant when the rising level of Council Tax and 
increasing numbers of properties is considered.   Total claimants were as follows:

Claimant
Numbers

Pensionable Age 1,280
Working Age 1,265
Total 2,545

3.10 For 2018-2019, the total estimated reduction in Council Tax income (based on 
information as at 31 May 2018) through the CTRS is £2,565,000 (around £1,231,200 
relates to working age claimants): £282,150 relates to this Council (around £135,432 
of which relates to working age claimants).

3.11 At the same time that the CTRS came into force (April 2013), a new system of local 
Government funding was put in place.  In effect, central Government funding is now 
the sum of Revenue Support Grant and the Business Rates Retention Scheme.  In 
2013-2014, Councils were told how much the CTRS grant was within their total 
funding: as noted above, this was set to offset some 90% of the reduced Council Tax 
income.  Thereafter, there is no separate identification of the CTRS grant.

3.12 In theory, a Council could set a Scheme to save all the Council Tax Reduction 
awarded to working age claimants.  As noted above, this is about £1.2m in Eden - this 
Council’s share would be about £0.1m.  The amount of Government grant would not 
be affected.  In practice, no local authority has taken this approach because:

 A substantial proportion of the extra income would not be collected due to the 
financial circumstances of the claimants: note the reduction in Council Tax 
collection levels nationally (see paragraph 3.15);

 A Scheme designed, in effect, not to give any reduction would be 
challengeable; and

 It would, undoubtedly, cause significant hardship.
Options for Change

3.13 There are many ways in which the current local CTRS could be changed.  Based on 
what other Councils have done, some of the principal changes are:

 All working age claimants make a minimum payment of 20%: the maximum 
Local Council Tax Reduction would be 80%;

 Restrict maximum reduction to that of a Band D property;
 Remove income disregards for certain types of income; and
 Introduce a banded reduction Scheme where reductions are awarded based on 

bands of income.
3.14 When the Scheme was reviewed by the Executive in 2016-2017, a detailed review of 

available options had been undertaken (report F73/16).  A similar review has not 
been undertaken in 2017-2018 and is not recommended on 2018-2019.  This is 
because a significant piece of work and the conclusions are unlikely to have changed 
significantly since this work was undertaken.  However, with significant changes 
forecast to Local Government funding from 2020, consideration will be given to 
undertaking a review in 2019-2020.
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Proposal
3.15 There would be no significant financial advantage to this Council of making major 

changes to the Scheme.  The cost of the existing CTRS, projected levels of central 
Government funding (inclusive of CTRS grant) and additional Council Tax income 
raised to offset CTRS is built into the Council’s Medium Term Financial Plan (MTFP).

3.16 The MTFP shows the Council as being financially sustainable for the foreseeable 
future.  There is therefore no immediate financial imperative to reduce the level of 
Council Tax Reduction.  It is also not clear how much of any additional Council Tax 
liability would be collectable and/or the additional resources that would need to be put 
into Council Tax collection to maintain collection levels.  Nationally, Council Tax 
collection rates have reduced slightly since the introduction of CTRS.  However, when 
the collection rate is analysed for those in receipt of CTRS alone, there is a greater 
reduction in the collection level.  There is also evidence that arrears of Council Tax for 
this group are increasing year-on-year.  Where Council Tax is being recovered by 
direct deduction from benefits, the weekly amount that can be deducted is frequently 
less than the weekly amount they are due to pay.  Councils that have a CTRS that 
requires everyone to pay some Council Tax have found that more intervention is 
needed to recover the money from those in receipt of CTR that previously did not pay 
Council Tax and this has increased recovery costs.

3.17 If local authorities move away from the default Scheme they are expected to have an 
additional fund for providing additional financial assistance in cases of hardship and 
this fund should be properly managed with working guidelines and an appeals process 
built into it.  The Council would need to meet the full costs of any additional staffing 
resources, the cost of hardship Scheme awards and the costs of publicising changes 
and providing what could amount to a debt counselling service.

3.18 Making major changes to the local CTRS would mean officers would be required to 
administer three different Schemes; a Housing Benefit Scheme, a CTRS that is 
prescribed for those of pensionable age and a different CTRS for working age 
claimants.  This increased complexity could increase the risk of error and might 
require additional staff resources.

3.19 The impact of changes to CTRS on low income households cannot be measured by 
simply looking at the CTRS element alone.  Wider welfare reform changes and other 
external factors, such as the introduction of the living wage, need to be considered.  
Currently, there is no comprehensive picture of the impact of the interaction of all 
these factors on the individuals in receipt of CTR.

3.20 Changes introduced to Housing Benefit in April 2016 and April 2018 have not been 
reflected in the Council’s CTRS.  As noted above, there is currently no way to gauge 
the full impact of making the same changes to the CTRS.

3.21 The financial costs of any changes to the Scheme will fall solely on working age 
claimants, as those of pension age are protected.  A substantial proportion of Eden’s 
working age claimants are in work.  The current Scheme clearly supports a number of 
families on low wages.

3.22 The Council shares its Revenues and Benefits software with South Lakeland District 
Council and both Councils have tried to harmonise practices and procedures as far as 
practicable.

3.23 Taking all the factors outlined above, it is proposed that the Council be recommended 
to agree that CTRS remains unchanged for 2019-2020.  The next Annual Review will 
be reported to Members in the summer of 2019.
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Consultation on CTRS in 2019-2020
3.23 It is proposed to consult The Police and Crime Commissioner and the County Council.  

Both of these organisations are affected directly by the Council’s CTRS, as both are 
bodies funded by Council Tax.  Any comments will be available for Council on 10 
January 2019 when the Council makes its final decision.
Supporting Evidence

3.24 The Local Government Finance Act 2012 substitutes Section 13A of the Local 
Government Finance Act 1992 and makes provision for CTRSs.  Schedule 1A (4) 
requires the Secretary of State to prescribe a Default Scheme.  This is the Council’s 
current Scheme; subject to the annual uprating changes from 1 April 2014 agreed by 
the Executive on 7 January 2014 (uprating provisions) and disregarded income from 
war disablement and war widows’ pensions and Armed Forces Compensation 
Payment Schemes.

3.25 If any changes are made to the current Scheme, it is important that these are 
effectively drafted and it is likely to require specialist consultants familiar with drafting 
legislation to assist the Council.  Such changes could be subject to legal challenge.

3.26 The final decision on any changes to a CTRS can only be taken by Council.

4 Policy Framework

4.1 The Council has four corporate priorities which are:

 Decent Homes for All;
 Strong Economy, Rich Environment;
 Thriving Communities; and
 Quality Council.

4.2 This report meets the Quality Council corporate priority.

5 Consultation

5.1 There has been consultation with the Resources Portfolio Holder.

6 Implications

6.1 Financial and Resources
6.1.1 Any decision to reduce or increase resources or alternatively increase income must be 

made within the context of the Council’s stated priorities, as set out in its Council Plan 
2015-2019 as agreed at Council on 17 September 2015.

6.1.2 The cost of the existing CTRS, projected levels of central Government funding 
(inclusive of CTRS grant) and additional Council Tax income raised to offset CTRS is 
built into the Council’s MTFP.

6.2 Legal
6.2.1 There are no Legal implications.
6.3 Human Resources
6.3.1 There are no Human Resources implications.
6.4 Statutory Considerations
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Consideration: Details of any implications and proposed 
measures to address:

Equality and Diversity The Council has to have regard to the 
elimination of unlawful discrimination and 
harassment and the promotion of equality 
under the Equality Act 2010 and related 
statutes.
An Equality and Diversity Assessment was 
undertaken for the current Scheme, but if any 
changes are recommended, that Assessment 
will be reviewed.
If changes are made to the Scheme it will be 
necessary to assess changes to evaluate the 
impact on people who are vulnerable.  The 
DCLG has defined vulnerable households as 
those with a carer, children aged less than five 
years, or those with a disability.  Protections 
would need to be introduced and a Scheme 
with multiple protected groups also results in a 
Scheme that is more complex to administer and 
for customers to understand.
The DCLG issued a report in February 2014 
reminding local authorities of their key duties 
when deciding on Local Council Tax Reduction 
Schemes:
 Public Sector Equality Duty (The Equality Act 

2010)
 Duty to mitigate the effects of child poverty 

(The Child Poverty Act 2010)
 The Armed Forces Covenant
 Duty to Prevent Homelessness (The Housing 

Act 1996)

Health, Social Environmental and 
Economic Impact

No implications

Crime and Disorder No implications

Children and Safeguarding No implications

6.5 Risk Management

Risk Consequence Controls Required
There are no major risks with 
the proposed approach of 
continuing with a CTRS based 
on the Default Scheme

Not Applicable Not Applicable

7 Other Options Considered

7.1 No other options have been considered.
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8 Reasons for the Decision/Recommendation
8.1 The report considers a number of possible changes to the current CTRS.  The 

Council’s overall financial position is such that it does not need to consider savings if 
such savings have substantial disadvantages.  The minor change proposed will 
ensure that there is a consistent approach adopted for all working claimants.

Tracking Information

Governance Check Date Considered
Chief Finance Officer (or Deputy) 8 June 2018

Monitoring Officer (or Deputy) 25 June 2018

Assistant Director Not Applicable

Background Papers: Local Government Finance Act 1992 (as amended)
Reports F55/13, F68/13, F2/14, F55/14, F73/14, F49/15,
F68/15, F73/16, F89/16, F44/14/ F3/18

Appendices: None
Contact Officer: Clive Howey, Director of Finance, 01768 212213


