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TITLE OF REPORT: Local council tax support effect on parish 
precepts 

REPORT BY: Director of resources 

 
 

Classification  

Open 

Key Decision  

This is a key decision because it is likely to be significant in terms of its effect on 
communities living or working in an area comprising one or more wards in the county. 

 

NOTICE has been served in accordance with Part 3, Section 9 (Publicity in Connection with 
Key Decisions) of the Local Authorities (Executive Arrangements) (Meetings and Access to 
Information) (England) Regulations 2012 

Wards Affected 

County-wide  

Purpose 

To recommend to Council the future approach to distribution of the council tax reduction 
scheme grant funding.  

 

Recommendation(s) 

THAT:  the following be recommended to Council: 

 

(a) the council tax reduction scheme funding passed to parish councils is 
withdrawn in 2016/17; and 

(b) for five parishes: Bromyard and Winslow Town; Kentchurch; Kington Town; 
Ledbury Town; and Leominster Town councils, where the impact of withdrawal 
would result in an increase in the annual council tax charge of 0.4% or more in 
any one year the withdrawal be phased over a period of up to three years.     
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Alternative Options 

1 The £289k continues to be passed onto parishes despite this funding no longer being 
identifiable in overall government funding. This would require alternative 
compensatory savings to be identified. 

2 The reduction is phased over four years.  Given the basis on which the grant funding 
is applied the impact of withdrawal on most parish council taxpayers is minimal, such 
that phasing would be unnecessary. However where the impact of withdrawal would 
increase the council tax bill by 0.4% or more in any one year phasing is proposed.   

Reasons for Recommendations 

3 It is recommended that the council tax support scheme grant funding currently 
distributed to parish councils is reduced in recognition of reduced grant funding 
received. The withdrawal is restricted to a maximum 0.4% overall annual council tax 
increase, phasing the removal for some parish councils over two or three years.   

Key Considerations 

4 The grant funding reduction does not impact on parish council precept setting. 

Precepts are to be set and paid in the usual way. The grant reduction will 

automatically be reflected in the overall precept included in resident’s council tax bills. 

5 The phased removal of funding will result in an average increase to band D tax 

payers of £3.63 per annum, a 0.3% increase in their annual bill in 2016/17. 

6 The government’s council tax benefit scheme was abolished from 1 April 2013 and 

replaced by the locally controlled (Herefordshire) council tax reduction scheme.  This 

resulted in a reduction in the council tax base on which Band D council tax is 

calculated and collected. 

7 The reduction in the tax base means a fall in council tax receipts. This reduction was 

largely, but not entirely, funded through the rates retention scheme where councils 

receive central government support.  The funding received was initially 10% less than 

would have been received under the previous council tax benefit system. 

8 For 2013/14 the government estimated £289k of the additional funding included in the 

rates retention scheme for 2013/14 related to parish councils.  Whilst there was no 

legislative duty to pass on this funding, the council passed this grant onto parishes in 

2013/14, 2014/15 and 2015/16. The actual grant funding received was rolled into the 

council’s annual financial settlement and whilst this overall funding was reduced by 

central government Herefordshire Council maintained the same level of funding to 

parish councils.  The funding was allocated to individual parish councils based on the 

number of dwellings that were previously in receipt of council tax benefit.   

9 The council annual financial settlement has reduced by 35% from 2013/14 to 2015/16 
and is expected to be withdrawn entirely from 2019/20. It is therefore proposed that 
the current level of parish council grant funding will be withdrawn in 2016/17 unless in 
doing so the annual tax payer charge would increase by more than 0.4%. Where the 
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removal in a parish council would result in an annual tax payer increase of more than 
0.4% the removal will be phased. The five parish councils affected by this cap are: 
 

 Bromyard and Winslow Town Council 

 Kentchurch Parish Council 

 Kington Town Council 

 Ledbury Town Council 

 Leominster Town Council  
 

10 Appendix 1 details the grant allocations and the impact of the reduction on individual 
parish council’s and the tax payer.   

Community Impact 

11 The recommendation supports the objectives within the corporate plan namely to 
manage our finances effectively to secure value for money and deliver a balanced 
budget and to be transparent about our resources.   

Equality and Human Rights 

12 The grant supports individuals affected by the local council tax reduction scheme. By 
reducing the grant element the precept payable by individuals not in receipt of council 
tax reduction will increase but the impact is negligible at an average increased tax 
payer cost of £3.63 per annum for band D properties.  

Financial Implications 

13 The council has included the £289k reduction in the grant paid as shown in appendix 
1 in its required budget savings. If reductions were not made replacement savings 
would be required. 

Legal Implications 

14 Since 1 April 2013 local authorities in England have been responsible for 
administering their own Council Tax Reduction Schemes. Although previously 
provided there is no requirement under the Local Government Finance Act 2012 to 
provide funding to parish councils. 

Risk Management 

15 There is minimum risk identified. Parish councils will continue to set their required 
precept and this will continue to be charged to tax payers however the element of 
precept requirement funded by grant will be removed or reduced.   

Consultees 

16 Reduction proposals were included in the public budget consultation and all parish 
councils were consulted with as part of that process. The public budget consultation 
results are attached at appendix two. Of the 1,979 responses ceasing the council tax 
support grant was first, second or third preference for 26 per cent.    
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Appendices 

Appendix one - Parish precept impact 

Appendix two – budget consultation responses 

Background Papers 

 None identified. 


