REPORT TO CORPORATE SERVICES LEAD MEMBER

MEETING 2ND DECEMBER 2002

CHANGES AFFECTING COUNCIL TAX DISCOUNTS ON

SECOND HOMES AND LONG TERM EMPTY PROPERTIES

1.
INTRODUCTION
1.1
On 19th November the Local Government Minister, Nick Raynsford, announced three changes relating to Council Tax discounts.  The essence of the announcement is captured in a Council Tax Information letter issued by the Office of the Deputy Prime Minister (ODPM); a copy of the letter is attached.

1.2 The three changes relate to:-

· discount on second homes

· discount on long term empty property

· other discounts and exemptions.

1.3
In addition the Minister also announced proposals which would make it clear that local authorities can use personal and non-personal council tax information to support the development and implementation of strategies dealing with empty homes.

1.4
The changes relating to discounts and to the use of information will require primary legislation and clauses will be added to the Local Government Bill when it is introduced to Parliament.  All the proposals are therefore subject to Parliamentary approval.

1.5
This paper deals only with the proposals relating to discounts and exemptions.

2.
THE PROPOSALS

SECOND HOMES

2.1
Second homes currently receive a 50% discount from the full Council Tax.  The proposal is to give local authorities the discretion to give less than 50% discount, subject to a minimum of 10% being granted.  The additional revenue raised would be "…. retained locally by the billing authority and any major precepting authorities such as counties and police authorities."

2.2
If the discount granted was reduced to the minimum of 10% the extra revenue generated, would be approximately £34,500.  This calculation uses the 2002/03 Council Tax levels and property numbers taken from the Council Tax Base return (as at 16th October 2002).  Further details and the assumptions used are given below.  It is important to understand that no reliable figure for the number of second homes in the City is available at this time.

2.3
Our current procedures do not include identifying second homes as a distinct category of property.  Our Council Tax system could probably accommodate the use of an indicator to mark such accounts but some development work would be needed by our I.T. section and this has, up to now, not been a development regarded as having particularly high priority.  This view might have to change.  Proposed legislation might require such properties to be specifically identified.  Currently the Council Tax Base form which is returned annually to ODPM requests this information but acknowledges that a "best estimate" might be all that is available.

2.4
In calculating the figure quoted above, of £34,500, the following assumptions were used:-

· 100 second homes in the City.  This figure was quoted on the CTB1 form returned to ODPM.  The total number of dwellings on the Valuation List at 16th October 2002 was 101,527.

· the 100 properties are distributed across the valuation bandings in the same proportion as the general distribution of properties.  An element of rounding has also been introduced because the number of properties in bands G and H are relatively small.  The distribution used for the purpose of this calculation was:-

Band:
A
B
C
D
E
F
G
H
Total


60
18
13
5
3
1
-
-
100


It might be said that this distribution is unrealistic in that second homes are likely to be in the mid-ranges of valuation banding rather than predominantly at the lower end of the range.  If all the second home properties were assumed to be in band D the figure of £34,500 would become £45,569.

· discount granted was reduced to 10%, the proposed minimum.

LONG TERM EMPTY PROPERTIES

2.5 The figure available for the number of such properties is more reliable than the "second homes" figure, but is influenced by it.  Our Council Tax system produces a figure for the number of "Empty homes."  This is available because an indicator denoting the award of a 50% discount is applied to these accounts.  The system indicates that there are 2,831 such properties.  However, some of these will be "second homes" and, as noted above, it has been assumed that there are 100 of these.  The balance of 2,731 is the figure used in the calculations relating to "Long Term Empty Properties."

2.6 The proposal announced by the Minister was that local authorities would be able to reduce (to nil if they wished) the discount given on long term empty dwellings "….. in all or part of their district."  No geographical analysis is currently available of the distribution of these properties across the City.  However, a specific computer interrogation should be able to produce one because the necessary base data is held but it would need the involvement of our I.T. team.

2.7
Taking the figure of long term empty properties to be 2,731 and assuming that all the discount is removed from all of them, an extra £1,162,285 in Council Tax becomes collectable.  This amount would not be directly retained by the City Council but would be "….. kept by local government at a national level and redistributed."  There are no further details available as to how this redistribution would take place although it seems reasonable to assume that it would be through the existing Revenue Support Grant mechanism.

2.8
The flexibility afforded by the proposal that allows removal of the discount (or part of it) in part of the local authority area might be an aspect which Lead Member would wish to consider at this early stage.  In areas thought to be in need of support for particular reasons the discount might be left in place, whilst for equally valid, but opposite reasons it might be removed in others.  The Langworthy/Seedley area is perhaps a useful example here.  A few years ago there might have been an incentive to remove the discount so as to encourage landlords to have their properties occupied.  The position now is somewhat different and the inclination might be to apply the discount, particularly for the benefit of individual owners.  There are possibly other areas of the City where the use of this flexibility could be beneficial.


OTHER DISCOUNTS AND EXEMPTIONS
2.9
These proposals introduce further flexibility and will allow local authorities to create, at their own expense, their own new categories of discounts and exemptions.  The flexibility would extend to being able to grant relief on a case by case basis, as distinct from an application to a particular geographical area or class of Council Tax payers.

2.10
It may be, for example, that it is decided to reduce to 10% the discount granted on all second homes.  The use of these particular powers would allow the discount to be reinstated for individual cases or for all cases in a defined area.  Or, using the Langworthy/Seedley example quoted above it may be that the 50% discount for long term empty properties was removed from every property in the area, except for "owner-occupier" cases.

2.11
The above are examples only and deal with variations relating to existing discounts.  The proposal suggests that entirely new discounts and exemptions could be created by a local authority.  Most "worthy" or "deserving" cases are already covered by discounts or exemptions of one description or another.  The new powers might be used, for instance, to deal with borderline cases and different percentages of discount might be deployed.  Temporary adverse conditions might also be recognized which under current legislation would need to exist for longer periods before any exemption was awarded.  Again, Lead Member might wish to give some early consideration to the possible use of these proposed powers.

3.
CONCLUSIONS
3.1
Although not required immediately, the City Council will need to make policy decisions on how the new powers proposed by the Minister are to be applied locally.

3.2
Some IT development work may be needed to enable further details to be extracted from the Council Tax system and to provide the facility for certain new items of data to be captured in future.

3.3
Lead Member may wish to consult with fellow Councillors with a view to producing a policy framework around which Officers might then produce further information to inform a report to be submitted to Cabinet on the way forward.  The Minister, when making the announcement, suggested that the proposals would apply from the 2004/05 billing round.  The possible impact on the budget for that year would require arrangements and estimates to be in place by, say, November 2003 at the latest.

R. BELL

Assistant Director, Corporate Services (Finance)
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