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The Government has proposed (subject to detailed regulations) that from 1 April 2004 Councils will have the discretion to reduce the 50% Council Tax discount on second homes to 10%.  The proceeds (of the net 40% reduction in discount) to be made available for expenditure on local services by the billing and major precept authorities.

Recommendations:

The Executive is asked to consider whether it supports the proposals detailed in 2 of the report of sharing out the additional income raised from reducing the Council Tax discount on second homes from 50% to 10%.  Also targeting the income raised of approximately £46,100 p.a. on Rural initiatives.

Subject to the Executive (and Full Council) supporting the proposals the Executive is requested to recommend to full Council that the Second Homes Council Tax Discount is reduced to 10% with effect from 1st April 2004.
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COUNCIL TAX DISCOUNTS FOR SECOND HOMES

1. INTRODUCTION

1.1      The Government has proposed (subject to detailed regulations) that from 1 April 2004 Councils will have the discretion to reduce the 50% Council Tax discount on second homes to 10%.  The proceeds (of the net 40% reduction in discount) to be made available for expenditure on local services by the billing and major precept authorities.

1.2
The Cumbria branch of the Local Government Association at its meeting of 10 September resolved that

i) District Councils (except Barrow) would adopt a consistent countywide approach to the removal of the discount on second homes.

ii)
The additional revenue raised in a district should be spent in that area with guidance from the relevant Local Strategic Partnership (LSP).

2.
DRAFT PROPOSALS FOR THE EXECUTIVE’S CONSIDERATION

2.1
Officer meetings held on 26 September and 7 November chaired by P Cunliffe, Chief Executive SLDC and attended by the County Council, Carlisle, Allerdale, Eden, Copeland and SLDC discussed how the above resolutions could be put into practice.  The following draft proposals were agreed.

i) That districts (billing authorities) would take legal and administrative steps to reduce Council Tax discounts on second homes to 10% with effect from 1 April 2004 (subject to regulations being in place).

ii) As is required under the draft regulations additional income received from this initiative will be shared between the County Council, District and Police authority pro rata based on precepts made on the Collection Fund i.e. 75% County, 11% Police, 14% City (including Parishes).

iii) The County Council would make a reimbursement to the districts (by grant) of 50% of the County’s share of the additional income they receive under this initiative.  The 50% they retain would be spent on projects within the rural areas of the County.  (The Police Authority have no powers to enter into such an arrangement if they were minded to).

iv)
The agreement entered into by the County Council/Districts would be on a three year rolling review basis to enable Authorities to plan longer-term expenditure on projects.

v) Projects funded from the additional income (both County and District) would be targeted at rural initiatives as set out in both District and County Rural Strategies (and in consultation with LSP’s where appropriate).  

vi)
Discussions will be held with the Police Authority to seek their views on adhering to the countywide held views that the additional income they receive should be spent on rural policing issues.

3.
THE WAY FORWARD/TIMETABLE

3.1
During November-January scheme recommended formally to Executive, O and S and Council.

3.2
Final agreement of Countywide proposals to be canvassed at Chief Executive’s meeting of 5 December 2003 and  agreed at the Cumbria LGA of 16 December 2003.

4.
POSITION IN CARLISLE

4.1
Subject to proposals noted in 2.0 being agreed, Carlisle’s share of additional second homes income based on 2003/04 estimates will be £46,100 i.e. £12,600 City Council share, plus £33,500 grant from County Council pa on a rolling 3 year review.

4.2
The additional income to be spent on projects which will progress the aims of its rural strategy in consultation with the LSP.  Whilst expenditure is not ring fenced to specific schemes, the driving force behind the Government proposals are affordable housing initiatives (obviously more of an issue in South Lakeland).

5. CONSULTATION

5.1 Consultation with Council Tax payers suggest that over 80% support reducing the second home discount to 10% (at least).

6 RECOMMENDATIONS

6.1
The Executive is asked to consider whether it supports the proposals detailed in 2 of the report of sharing out the additional income raised from reducing the Council Tax discount on second homes from 50% to 10%.  Also targeting the income raised of approximately £46,100 p.a. in consultation with the LSP on Rural initiatives.

6.2
Subject to the Executive (and Full Council) supporting the proposals the Executive is requested to recommend to full Council that the Second Homes Council Tax Discount is reduced to 10% with effect from 1st April 2004.

7 REASONS FOR RECOMMENDATIONS

8 IMPLICATIONS

· Staffing/Resources – None

· Financial – An additional £46,100 will be available in 2004/05 base budgets (unallocated) to support rural initiatives

· Legal – The Head of Legal Services will vet agreement (contract) between City and County Council before initiative is progressed to Full Council

· Corporate – Not Applicable

· Risk Management – Not Applicable

· Equality Issues – Income could be used for Rural Environmental initiatives

· Environmental – Not Applicable

· Crime and Disorder – Not Applicable

Peter Mason

HEAD OF REVENUES & BENEFITS SERVICES

Revenues & Benefits, Carlisle City Council

14 November 2003, PM/EL/RB16/03 
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