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The report proposes that:

the Council Tax discount for second homes
remains at 0%

the Council Tax discounts for empty properties,
including the discounts that replaced the previous
Class A and C Council Tax exemptions, remains
at 0%.

a Long Term Empty Property Premium is not
introduced.

no “local”’ discounts will be introduced at this
stage.

the Head of the Shared Service Centre is
authorised to determine any individual local
discount requests in 2015/16 under Section
13A(1)(c) of the Local Government Finance Act
1992.

the Council Tax Base is set at 121,890.83
equivalent Band D properties for 2015/16 for the
whole City, 94.16 equivalent band D properties
for Montpelier Square and 3156.38 equivalent
band D properties for Queens Park.

The existing Council Tax Local Reduction
Scheme is retained for 2015/16.
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Summary

The Local Government Act 2003 provided local authorities with discretion in
relation to the level of Council Tax discount for specific categories of Council
Tax properties, namely second homes and long term empty properties. It also
made provision for a local authority to set its own “local” Council Tax discount
categories. The Local Government Finance Act 2012 which came into effect
in April 2013 removed several Council Tax empty property exemptions and
replaced them with locally determined discounts. The Act also enabled local
authorities to remove the minimum 10% discount for second homes and to set
a local Long Term Empty Property Premium.

This report recommends retaining the same level of Council Tax discounts in
2015/16 as were set in 2014/15.

The Welfare Reform Act 2012 and Local Government Finance Act 2012
replaced the Council Tax Benefit scheme with a locally determined Council
Tax Reduction Scheme (also known as a local Council Tax Support Scheme),
which is effectively now a type of Council Tax discount. The recommended
scheme for 2015/16 is a continuation of the scheme that was set by the
Council for 2013/14 and 2014/15.

The Council Tax Base is calculated in accordance with a nationally prescribed
formula and represents the equivalent number of Band D properties within the
area. The formula takes account of the number of properties in each band,
the number of discounts given for single occupiers, empty dwellings, second
homes and other eligible criteria, the prescribed proportions to convert
numbers to Band D equivalents, and the estimated collection rate. The
relevant regulations were changed from 1 April 2013, to enable the taxbase
calculation to include a deduction for the equivalent number of Band D
properties relating to the local authority’s Council Tax Reduction Scheme. The
Council Tax Base must be determined and be notified to the Greater London
Authority (GLA) and the levying bodies. As in the past, these notifications
must be made by 31 January.

The calculations as detailed in Appendices 1 and 2 confirm a figure of
121,890.83 equivalent Band D properties for the whole City, 94.16 Band D
equivalent properties for Montpelier Square and 3156.38 Band D equivalent
properties for Queens Park. The parish of Queen’s Park was created on 15t
April 2014 under the Council’'s Reorganisation of Community Governance
Order 2013. The Queen’s Park Community Council is a precepting authority
for the purposes of Part 1 of the Local Government Finance Act 1992.

The taxbase calculation is based on the assumption that the
recommendations in the report in relation to the level of Council Tax discounts
and the Council Tax Reduction Scheme are adopted.
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3.1.2

Recommendations

That the Cabinet recommend that the Council approve the following
recommendations for the financial year 2015/16:-

(i) that the Council Tax discount for second homes remains at 0%

(i) the Council Tax discounts for empty properties, including the discounts
that replaced the previous Class A and C Council Tax exemptions,
remain at 0%.

(i) thata Long Term Empty Property Premium is not introduced

(iv)  that no new “local” discounts be introduced at this stage

(V) that the Head of the Shared Service Centre determines any individual
local discount applications from vulnerable Council Taxpayers received
during the course of the 2015/16 financial year under section 13A(1)(c)
of the Local Government Finance Act 1992.

That the Cabinet recommend that the Council approve the same Council Tax
Reduction Scheme for 2015/16 as operated in 2013/14 and 2014/15, which is
based on the Default Scheme Regulations, but that War Disabled Pensions,
War Widow Pensions and Armed Forces Compensation scheme payments
are disregarded in full when calculating a claimant’s income.

That Full Council be recommended to resolve that the Council Tax Base for
2015/16 for the Whole City is 121,890.83 equivalent Band D properties, for
Montpelier Square alone 94.16 equivalent Band D properties and for Queens
Park 3156.38 equivalent Band D properties.

That the Council be recommended to resolve that the figures set out in
paragraph 2.3 above for the Council Tax Base for 2015/16 be used by the
Council to make a determination pursuant to the requirements of the Local
Government Finance Act 1992 when setting the 2015/16 Council Tax.

COUNCIL TAX DISCOUNTS
LEGISLATION

The Local Government Act 2003 provided local authorities with discretion in
relation to the level of Council Tax discount for specific categories of Council
Tax properties, namely second homes and long term empty properties. It also
made provision for a local authority to set its own “local” Council Tax discount
categories.

The Local Government Finance Act 2012 which came into effect in April 2013
removed several Council Tax empty property exemptions and replaced them
with locally determined discounts. The Act also enabled local authorities to
remove the minimum 10% discount for second homes and to set a Long Term
Empty Property Premium.
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replaced the Council Tax Benefit scheme with a locally determined Council Tax
Reduction Scheme (also referred to as a local Council Tax Support Scheme),
which is effectively now a type of Council Tax discount.

SECOND HOMES

A second home in Council Tax terminology is a furnished property which is no-
one’s sole/main residence.

The original Council Tax legislation prescribed that all local authorities had to
give a discount of 50% for “second home” properties. However, the Local
Government Act 2003 provided local authorities with the discretion to change
the level of discount to less than 50%, but set a minimum discount level of
10%. The Local Government Finance Act 2012 subsequently allowed the
minimum discount to be reduced to 0%.

The relevant regulations include exclusions to the local authority discretion in
relation to certain types of second home properties. The main exclusion being
that local authorities are not able to amend the level of discount for the second
homes of people who are liable for Council Tax on this, or another property,
where either property is provided by an employer (tied accommodation). This
means that the Council must continue to give a 50% discount for second
homes meeting this criteria. A local authority also cannot amend the 50% level
of the second home discount for any dwelling that consists of a pitch occupied
by a caravan, or a mooring occupied by a boat.

The City Council has previously decided that for the 2013/14 and 2014/15
financial years the second home discount should be set at 0%. It is
recommended that the City Council retains the same 0% discount in 2015/16,

as a decision to set a higher level of discount would reduce the Council’s
income.
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EMPTY PROPERTIES

Prior to 1 April 2013, all Council Tax empty properties fell under one of the
following three categories:-

- Class A Exemption

If the property was empty and subject to major repair works / structural
alterations it was exempt for Council Tax for 12 months.

- Class C Exemption

An exemption from Council Tax was granted for the first 6 months after
a property became empty.

- Long-Term Empty Property Discount

This was a locally determined Council Tax discount for the period after
a Class A or Class C Exemption had expired. The Council had set a
0% discount level which meant that the owners paid the full Council Tax
charge.

The Local Government Finance Act 2012 amended the relevant legislation so

that the statutory exemptions referred to above (Class A and Class C) were

replaced by locally determined discounts from 1 April 2013.

For the 2013/14 and 2014/15 financial years the City Council determined that a
0% discount should be set for
a) The empty property discount which replaced the Class A exemption
b) The empty property discount that replaced the Class C exemption
c) The empty long-term property discount

It is recommended that the City Council retains the same 0% discount for each
of the three categories of empty property discount referred to in 3.3.3. The
recommendation being based on the fact that any increase in the level of
discount will reduce the Council’'s income.

LONG TERM EMPTY PROPERTY PREMIUM

The Local Government Finance Act 2012 allows local authorities to set a
Long-Term Empty Property Premium for properties that have been empty for
at least 2 years. The premium can be set at up to 150% of the standard
Council Tax for the relevant Council Tax band.

A Long-Term Empty Property Premium was not implemented by the City
Council in 2013/14 or 2014/15 and it is not proposed to implement a premium
in 2015/16 for the 400 properties in the borough which meet the relevant
legislative criteria.
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The City Council considers that the introduction of a Premium would not have
any tangible effect on the number of empty properties in the borough. This is
because Westminster Council contains some of the most expensive real
estate in the country and has the lowest Council Tax. Therefore, an annual
additional charge of 50% (£338 for a Westminster Band D property) would be
unlikely to influence how an owner of a long- term empty property utilised their
property.

The City Council is aware that some local authorities who have implemented
the Premium have reported a reduction in the number of long-term properties
in their area. However, the City Council believes that these reductions are
likely to be related to owners simply not reporting empty properties and the
fact that the premium is very easy to avoid, rather than a genuine reduction in
the number of empty properties.

In the current financial climate the Council must consider the additional source
of income that the Long Term Empty Property Premium could provide.
Westminster’s low level of Council Tax means that the level of additional
income from the introduction of a Premium will be limited. It has been
estimated that the introduction of a premium in Westminster, would generate
approximately £90,000 in additional income for the City Council. This figure
could however reduce if the Council had to deploy additional resources to
administer the premium (i.e. to deal with additional correspondence, legal
challenges and increased recovery action).

In addition to the above, the City Council has an objective of being a low tax
authority, the Council must therefore be satisfied that there are real tangible
benefits from the imposition of any additional charges on our residents. It is
recognised that Council Tax is a tax rather than a payment for services,
however, there is clearly a level of unfairness in increasing the Council Tax for
owners of empty properties when the owners consume a very low level of
Council services. The Council also believes that there needs to be clear
justification for any form of intervention in the property market.

LOCAL COUNCIL TAX DISCOUNTS

Section 13A (l) (c) of the Local Government Act 2003 allows a local authority
the discretion to create its own “local” Council Tax discounts for local situations
which are not already covered by the national statutory discounts. The
government’s guidance gives the example of a local discount for properties
affected by flooding.

Local discounts granted under Section 13A (I) (c) have to be fully funded by
the local authority.

The Council did not receive any submissions for the 2013/14 or 2014/15
financial years and to date, has not received any submissions for the 2015/16
financial year. It is therefore a recommendation of this report that no “local”
discounts are introduced at this stage.
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Section 3.6 of this report relates to the Council’s localised Council Tax
Reduction scheme. Prior to 1 April 2013 vulnerable claimants could ask for
extra assistance over and above their Council Tax Benefit entitlement through
Discretionary Housing Payments (DHPs). Since 1 April 2013, DHPs are no
longer available under the legislation to assist with Council Tax. It was
determined for the 2013/14 and 2014/2015 financial years that the Head of the
Shared Service Centre would be authorised to determine any individual
applications from vulnerable claimants for additional assistance under the
Local Discount provisions. To date there have been no applications for the
Head of the Shared Service Centre to consider. It is recommended that the
delegation to the Head of the Shared Service Centre to determine individual
applications is retained for 2015/16.

COUNCIL TAX REDUCTION SCHEME

The Local Government Finance Act 2012 replaced the Council Tax Benefit
scheme with a new locally determined Council Tax Reduction Scheme (also
known as a local Council Tax Support scheme) from April 2013. This is
effectively now a Council Tax discount.

Each local authority is required to annually set a local Council Tax Reduction
scheme for working age claimants. The government continues to operate a
statutory national scheme for pensioners, which provides pensioners with the
same level of Council Tax support as they received under the previous
Council Tax Benefit scheme.

The local Council Tax Reduction scheme was initially funded through a
specific central government grant set at 90% of each local authority’s Council
Tax Benefit expenditure. The government funding from 2014/15 has
subsequently been rolled into the overall SFA / RSG settlement.

In 2013/14 and 2014/15, the City Council agreed a Council Tax Reduction
scheme which mirrored the previous Council Tax Benefit scheme, i.e. the City
Council absorbed the governement’'s10% funding cut and did not pass the cut
on to the borough’s working age claimants. Technically this means that the
Council Tax Reduction Schemes (Default Scheme) Regulations are mirrored
within the City Council’s local scheme, with the addition that War Disabled
Pensions, War Widow, Pensions and Armed Forces Compensation scheme
payments are disregarded in full when calculating a claimant’s income.

It is recommended that the Council should retain the same Council Tax
Reduction Scheme in 2015/16.

The Council has in previous years conducted two consultations on the
Council’'s website in relation to the Council Tax Reduction scheme. The results
were limited, but the vast majority of responses were positive. The Council
also annually consults with the GLA.
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Although there is no statutory requirement to consult residents where there is
no change to a Council’s existing scheme (Moseley v London Borough of
Haringey), the City Council has once again sought views from the borough’s
residents, advice agencies and the GLA. The responses have, as in previous
years, been limited but those that have responded have been positive,
including from the borough’s advice agencies.

COUNCIL TAXBASE
BACKGROUND

The Council is required for Council Tax setting purposes to notify the
preceptors and levying bodies of the Council Tax Base.

The requirement is that:-

a) the Council has to notify the preceptors and levying bodies of the
Council Tax Base by 31 January each year,

b) the appropriate figure must be calculated using the Valuation
List and Council Tax records as at 30 November.

THE CALCULATION OF THE TAXBASE

The calculation of the Council Tax Base is by way of a statutory prescribed
formula, which is set out at Appendix 1. The legislation changes relating to the
new Council Tax Reduction Scheme resulted in a change to the formula for
2013/14 onwards (The Local Authorities (Calculation of Council Tax Base)
(England) Regulations 2012). The change being that an estimate of the
number of Band D equivalents relating to the Council Tax Reduction scheme
has to be deducted. This amendment means that local authority taxbases
from 2013/14 onwards are significantly lower than in previous years.
However, the reduction was initially compensated for by a new Council Tax
Support grant, which the government calculated based on 90% of the
Council’s previous Council Tax Benefit expenditure. The grant has
subsequently been rolled into overall formula funding (SFA / RSG)

Appendix 2 shows details of the distribution of properties by Band, and the
calculated equivalent Band D properties (known as the “relevant amount”)
within each Band after applying the formula.

To calculate the Council Tax Base the “relevant amount” figures for each Band
have been aggregated and then adjusted to take account of the estimated
collection rate and Ministry of Defence properties. The collection rate used in
the calculation remains at the existing level of 96%.
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The Council Tax Base is, for the whole of the City for 2015/16, 121,890.83
equivalent Band D properties, for Montpelier Square 94.16 equivalent Band D
properties and for Queens Park is 3156.38 equivalent Band D properties.

The Tax Base calculation is based on the assumption that the
recommendations in this report in relation to the level of Council Tax discounts
(including the Council Tax Reduction Scheme) are approved.

FINANCIAL IMPLICATIONS

The 2015/16 tax base shows a growth of 0.9% when compared with the
2014/15 taxbase.The growth being due to an overall increase in the total
number of properties and a reduction in the element of the calculation relating
to the Council’'s Council Tax Reduction ( Council Tax Support) scheme. The
growth will deliver around £425,000 in additional Council Tax income for the
City Council in 2015/16.

The Council’s decision in 2013/14 to implement a Council Tax Reduction
Scheme which mirrored the previous Council Tax Benefit Scheme, effectively
meant that the Council had to absorb the government’s 10% cut in funding for
the Council Reduction Scheme arrangements. However, the increased
Council Tax income derived from the Council Tax discount changes
implemented in 2013/14 more than covered the shortfall. This remains the
case in 2015/16.

The Business Rate Retention scheme introduced within the Local Government
Finance Act 2012 replaced the previous Formula Grant scheme from 1 April
2013. The Retention scheme Funding Baseline is not scheduled to be
recalculated until the next scheme Reset in 2020. This effectively means that
changes in the Council’s Tax Base will have no direct effect on the Council’s
grant funding position until at least 2020.

On 18t October 2013 the Council made the City of Westminster
(Reorganisation of Community Governance) Order 2013. This created a new
parish of Queens Park from 15t April 2014. The Queen’s Park Community
Council was elected on 22" May 2014 and became a precepting authority.
The Queens Park taxbase of 3156.38 equivalent Band D properties will result
in an overall Council Tax income for the Community Council in 2015/16
(based on the existing precept level) of around £140,000 This compares with a
figure of £137.000 in 2014/15. The increase in income being due to a small
increase in the Queens Park tax base.

LEGAL IMPLICATIONS

The legal implications are outlined in the body of the report.
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WARD MEMBERS COMMENT
As this report relates to all wards, no ward member consultation was required.

The ward members for Queens Park were originally consulted as part of the
City of Westminster (Reorganisation of Community Governance) Order 2013.

OUTSTANDING ISSUES
There are no outstanding issues.

REASONS FOR DECISION

The taxbase decision is sought in order that the Council complies with the
requirements of the Local Government Finance Act 1992.

The retention of the same levels of Council Tax discount, for empty properties
and second homes will continue to deliver additional Council Tax income for
the Council without disadvantaging any vulnerable members of the
community.

The proposal not to create any local discounts at this stage is based on the
fact that, to date no submissions have been received. The recommendation to
allow the Head of the Shared Service Centre to continue to determine any
individual local discount claims will enable assistance to be given to individual
vulnerable Council Taxpayers if required, especially as there is no longer the
ability for taxpayers to claim Discretionary Housing Payments (DHP) in relation
to their Council Tax liability.

The Council’'s proposed Council Tax Reduction Scheme will ensure that the
government’s 10% funding cut is not passed on to the borough’s working age
claimants.

The recommendation to not introduce the Long Term Empty Property
Premium is proposed on the basis that
» the owners of empty properties consume low levels of Council services
» the introduction of a Premium in Westminster will not influence how an
owner of a long term empty property utilises his property.
» the level of potential additional income is relatively small and could be
offset by additional administration costs.



10. BACKGROUND PAPERS
10.1 There are no additional background papers.

IF YOU HAVE ANY QUESTIONS ABOUT THIS REPORT PLEASE CONTACT PHIL
BLACK, CONTRACTS PERFORMANCE MANAGER, ON EXTENSION 2678 OR BY
E-MAIL pblack@westminster.gov.uk OR MARTIN HINCKLEY HEAD OF THE
SHARED SERVICE CENTRE, ON EXTENSION 2611 OR BY E-MAIL
mhinckley@westminster.gov.uk

Appendix 1 - Taxbase Formula

Appendix 2 - Taxbase Calculations for 2015/16



