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Summary:

This report advises the Executive that the income generated from reducing the Second Homes Council Tax Discount will increase by 50% in 2005/06 and seeks guidance on how this additional income might be used in financing corporate priorities.

Recommendations:

The Executive is asked to resolve:

(i) how the additional £33,610 income from Second Homes is to be targeted in progressing corporate priorities as part of its 2005/06 budget deliberations;

(ii) pursuant to its power under Section 75 of the Local Government Act 2003 and Section 11A of the Local Government Finance Act 1992 that the reduction in Second Homes Council Tax Discount to 10% (from 50%) introduced with effect from 1 April 2004 be maintained until 31 March 2008 and then be subject to review.
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24 January 2005

COUNCIL TAX DISCOUNTS FOR SECOND HOMES

1. INTRODUCTION

1.1
At its meeting of 19 January 2004 the Executive, under Section 75 of the Local Government Act 2003, resolved to reduce the Second Homes Council Tax Discount to 10% (from 50%) with effect from 1 April 2004.

1.2
This measure generated £61,890 of income for the Council (including 50% share of the County Council’s income of £92,100, i.e. £46,050).

1.3
This income is being used to fund a Strategic Housing Officer and an Economic Regeneration Officer on fixed term contracts.

1.4
The agreement with the County Council for 50% of the County Precept generated from reducing the Second Homes Discount to be reimbursed to the City Council is on a 3 year rolling review basis (hence the fixed term contracts).

1.5
This report advises the Executive that the income generated from reducing the Second Homes Council Tax Discount will increase by 50% in 2005/06 and seeks guidance on how this additional income might be used in financing corporate priorities.

2. SECOND HOMES BAND D TAX BASE

2.1
The definition of a second home for Council Tax purposes is a furnished property that is no one’s sole or main residence and not subject to other exemptions, e.g. occupied by students, properties subject to probate etc.

2.2
Records suggest that the Council has approximately 300 second homes, a majority (245) in the rural areas.

2.3
The Council also has a growing number of long-term empty (but furnished) properties in urban Carlisle (approximately 200).  Many appear to be buy to let properties, very much a growth area over the last few years.

2.4
These long-term empty properties meet the second homes definition (see 2.1 above).

2.5
The impact of this category of second homes on the Council’s Tax Base is to increase the tax base from 99.22 Band D equivalents in 2004/05 to 151.11 Band D equivalents in 2005/06.

2.6
This will increase the Council’s income from this source from £61,890 in 2004/05 to £94,500 in 2005/06, i.e. increased income of £32,610 (based on 2004/05 Council Tax or £33,900 based on likely 2005/06 Council Tax rates).

3. PROJECTS THAT CAN BE FUNDED FROM ADDITIONAL SECOND HOMES INCOME

3.1
Whilst expenditure is not ring-fenced to specific schemes, the driving force behind the regulations are affordable housing initiatives.

3.2
The Council can therefore use this increased income to finance any expenditure in meeting its corporate priorities.

3.3
Most councils appear to be targeting such income at housing and regeneration projects that would not be funded without this second homes additional income.

3.4
The Executive might consider directing the additional monies towards some of the new initiatives included in the Executive draft budget being tabled at the Executive meeting of 20 December 2004.

3.5
As the agreement with the County Council is on a 3 year rolling review basis, any expenditure commitments made should not be long term.

4. CONSULTATION

4.1
Under the terms of the agreement the Council must consult with the Carlisle and Eden Local Strategic Partnership before a final decision on expenditure commitment is made.

5. RECOMMENDATIONS

5.1
The Executive is asked to resolve:

(iii) how the additional £33,610 income from Second Homes is to be targeted in progressing corporate priorities as part of its 2005/06 budget deliberations;

(iv) pursuant to its power under Section 75 of the Local Government Act 2003 and Section 11A of the Local Government Finance Act 1992 that the reduction in Second Homes Council Tax Discount to 10% (from 50%) introduced with effect from 1 April 2004 be maintained until 31 March 2008 and then be subject to review.

6. REASONS FOR RECOMMENDATIONS

6.1
To allocate additional Second Homes income to the Council’s Corporate Priorities.

7. IMPLICATIONS

· Staffing/Resources – N/A.

· Financial – Detailed in report.

· Legal – N/A.

· Corporate – N/A.

· Risk Management – There is a risk that second homes income could reduce in future years if the buy to let rental market improves.  In such circumstances other income sources will need to be found to meet spending commitments.

· Equality Issues – N/A (see note).

· Environmental – N/A (see note).

· Crime and Disorder – N/A (see note).

· Impact on Customers – N/A (see note).

Note – Dependent on how Executive earmarks monies to corporate priorities.
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