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CALCULATING COUNCIL TAX BENEFIT
IMPORTANT NOTE

This Advisers’ Guide provides brief information on who is eligible to claim Council Tax Benefit (CTB) and the amount likely to be payable.  Fuller information can be found in Disability Alliance's Disability Rights Handbook  (DRHB) and CPAG's Welfare Benefits and Tax Credits Handbook (WBHB). This guide contains 2003/04 benefit rates and page references to the 2003/2004 editions of the handbooks. 

CAN YOUR CLIENT CLAIM? (DRHB pp43-44; WBHB pp108-110)
Firstly check if your client meets the basic eligibility conditions.  Your client must come within the following rules:

· The claimant must be liable to pay Council Tax.  In the case of couples, the person liable for the Council Tax must make the claim, or, if both partners are jointly liable, either can be the claimant for CTB (DRHB p43; WBHB p109) 

· The claim must be in respect of accommodation which is the claimant’s sole or main residence. (DRHB p43; WBHB p109)
· The claimant must satisfy the “habitual residence” test (DRHB chapter 49; WBHB pp669-673) and must not be a 'person from abroad' or ‘subject to immigration control’. (WBHB pp629-304; DRHB p43)
· Generally, the claimant must not be a student (but there are some exceptions to this) (DRHB p43; WBHB pp606-607)
If your client is eligible to claim Council Tax Benefit you need to work out how much benefit they are likely to receive.
HOW MUCH COUNCIL TAX BENEFIT WILL YOUR CLIENT GET? (DRHB pp48-51; WBHB pp110-117)

Council Tax Benefit is a means tested benefit. There are two alternative ways of satisfying the means test:-

· Those who get Income Support (IS), Minimum Income Guarantee (MIG) (from October 2003 Guarantee Credit), or Income-based Job-seekers' Allowance (JSA-I), receive the maximum Council Tax Benefit relevant to their circumstances (see Step 2 below). 
OR

· CTB Claimants not on those benefits must have less than the £16,000 capital limit, AND have an income within the limits specified by the calculation  (see Steps 1 - 5 below).

So, to calculate how much Council Tax Benefit your client is entitled to, you will need to establish:-

FOR ALL CLIENTS, the proportion of their Council Tax which is eligible to be met by Council Tax Benefit, the maximum weekly Council Tax Benefit (see Step 2 below).

AND, IN ADDITION, FOR THOSE NOT ON IS, MIG (or from Oct 2003 PC- guarantee credit) OR JSA-I,

· the total amount of the client's savings and capital which are taken into account (See Step 1 below); plus

· the amount the rules state is the weekly minimum amount the client and their family need each week, the applicable amount (see Step 3 below); plus
· the total amount of the client's weekly income to be taken into account (see Step 4  below).
In some cases where one or more non-dependant(s) live with the claimant, they may be better off with a third alternative method of calculation known as second adult rebate.  This could apply even if the claimant’s income and/or capital rules them out of entitlement to normal Council Tax Benefit.  See Step 6 below.

STEP 1 - How Much Capital Does Your Client Have? (DRHB pp50-51 & 30-34; WBHB pp972-1005)
(Need not check if client or partner on IS, MIG or JSA-I: go straight to Step 2 below).

Capital includes savings, investments and property belonging to the client and their partner.  Some capital can be disregarded.  (DRHB pp30-32; WBHB pp976-993)
In some circumstances clients can be treated as possessing capital which they do not actually possess.  This is called 'notional capital'. (DRHB p34; WBHB pp993-1001)
If the total value of assessed capital is more than £16,000 no council tax benefit is payable. (DRHB p30 Box B.2; WBHB p973-975)

If the value of the capital is between £3,000 and £16,000 (under 60s), or between £6,000 and £16,000 (60+) the client will be assessed as having an income from the capital; this is known as 'tariff income'. (see Step 4 below). (DRHB p30 Box B.2; WBHB p944-945)
STEP 2 - Work Out Client's Weekly Maximum Council Tax Benefit. (DRHB pp48; WBHB pp110-117)

The weekly eligible council tax is the annual amount for the property band, less any reduction or discount the client is eligible for, less any restriction imposed for a high value home (Bands F, G, or H); converted to a weekly figure.  This conversion is done by dividing the amount by 365 (366 in a leap year) to give a daily amount, and multiplying this by 7.  You need to work to 6 decimal places, and round up or down only at the final stage.  The maximum council tax benefit is this amount less any non-dependant deduction.

Non-dependant deductions are set amounts which are deducted from council tax, in most cases where the client has some one aged 18 or over living with them who is not counted as part of the client's family for benefit purposes.  The deductions are related to the income of the non-dependant. (DRHB pp49-50; WBHB pp114-117)  Remember to check the possibility that second adult rebate could be more beneficial whenever there is a non-dependant deduction. (See Step  6 below).

	QUICK REMINDER: THE AMOUNTS OF NON-DEPENDANT DEDUCTIONS

	If non-dependant is:-
	Deduction

	On Income Support or Income-based Jobseekers’ Allowance
	 Nil

	Not on IS or JSA-I but not in remunerative work either
	 £2.30

	In remunerative work, gross income less than £137 per week
	 £2.30

	In remunerative work, gross income £137-£234.99 per week
	 £4.60

	In remunerative work, gross income £235-£292.99 per week
	 £5.80

	In remunerative work, gross income £293 or over per week
	 £6.95


If the client is in receipt of Income Support, Minimum Income Guarantee or income based JSA they should receive the maximum council tax benefit.

If the client is not entitled to IS, MIG or JSA-I then the amount of council tax benefit will depend on their applicable amount and income.

STEP 3 - Work Out Client's Applicable Amount. (DRHB p50; WBHB pp839-890)
The client's applicable amount is made up of two parts, Personal Allowance and Premiums.

Personal allowance (DRHB p50; WBHB pp840-844)
This is an amount for day to day living expenses, dependent on client's age, whether client is single, a couple or a lone parent and whether client is responsible for any children and their age(s).

	QUICK REMINDER – MAIN RATES OF PERSONAL ALLOWANCE

	(a)
	Couple, at least one aged 18 or over 
	£85.75

	OR
	Lone parent aged 18 or over
	£54.65

	OR
	Single person aged 25 or over
	£54.65

	OR
	Single person aged 18 to 25
	£43.25

	PLUS(b)
	For each dependent child aged up to 16 (i.e. to September after sixteenth birthday);
	£38.50

	PLUS(c)
	For each dependent child from September after 16th birthday to day before 19th birthday;
	£38.50


TOTAL PERSONAL ALLOWANCE IS (a) + (b) + (c)

Premiums (DRHB p50; WBHB pp844-859)
These are amounts included in the calculation in recognition of additional expenses incurred by particular groups.  There are two groups of premiums.  Any of the first group can be reckoned for qualifying claimants in addition to any others; the second group of premiums overlap and only the highest qualifying premium from that group can be counted.  Remember to check eligibility conditions.

	QUICK REMINDER:  PREMIUMS

FIRST GROUP:  the claimant can have as many of these as s/he qualifies for

	      (a)
	Family Premium: ordinary rate

OR lone parent rate (if continuously entitled since before 5/4/98, and if qualifies for no premium from the SECOND GROUP below)

PLUS – baby addition, if family includes child under one year old
	£15.75

£22.20

£10.45

	      (b)
	Disabled Child Premium: for each qualifying child
	£41.30

	      (c)
	Enhanced Disability Premium: for each qualifying child
	£16.60

	
	
	One qualifying
	Two

qualifying

	      (d)
	Carer Premium
	£25.10
	£50.20

	      (e)
	Severe Disability Premium
	£42.95
	£85.90

	

	SECOND GROUP: the calculation can include only the highest eligible figure from those below

	
	
	Single rate
	Couple rate

	       (f)
	Bereavement Premium
	£22.80
	   N/A

	OR (g)
	Disability Premium paid alone
	£23.30
	£33.25

	OR (h)
	Disability Premium including Enhanced Disability Premium
	£34.70
	£49.70

	OR (j)
	Pensioner Premium
	£47.45
	£70.05

	


APPLICABLE AMOUNT = PERSONAL ALLOWANCES + PREMIUMS 

STEP 4 - Work Out Client's Weekly Income

(DRHB p51 & pp24-30; WBHB pp908-957)
Council Tax benefit is calculated on a weekly basis, so any income is calculated to give a weekly figure.  (DRHB p25; WBHB pp913-916)
Earnings (DRHB pp25-28; WBHB pp896-909)
If earnings are not paid weekly, or income varies there are specific rules for  calculating a weekly amount.  There are also different rules for calculating income from self-employment. (DRHB p27; WBHB pp924-926)
Both the client's and their partner's weekly net earnings are required.

Earnings include 'any remuneration or profit derived from....employment'.  However, there are some payments which are not counted as earnings.  (WBHB pp919-920)
Set amounts of the total weekly earnings can be disregarded.   These are either £25 (lone parent premium), £20 (disability premium; earnings of a carer or specified employments), £10 (couple), or £5 (single) (DRHB pp25-26; WBHB pp926-931) An amount up to £140 may be disregarded for certain child care costs. (DRHB p26; WBHB pp911-914).  In addition, claimants with children and disabled people working over 30 hours a week, can get an extra £11.90 a week disregarded either from their earnings or from any Working Tax Credit they get. (DRHB p26; WBHB p911)

Benefits

Some benefits are counted in full, others are completely disregarded and some have a partial disregard. (DRHB pp27-28; WBHB pp935-938)
Other income

Maintenance payments count in full, unless claimant or partner has a child, and the maintenance is paid by the former partner or other parent.  In that case £15 is disregarded. (DRHB p28; WBHB pp938-939)
Income from occupational pensions counts in full. (DRHB p28; WBHB p950)

Some other income is disregarded partially or completely. (DRHB pp28-30; WBHB pp947-951)
Tariff income is calculated at £1 for every £250, or part of £250, on savings between the lower limit (£3,000 or £6,000) and £16,000. (DRHB p30 Box B.2; WBHB p944-945)
	Amount of Capital


	Tariff Income

u-60s
	Tariff Income

60+

	Up to £3,000.00
	NIL
	NIL

	£3,000.01 - £3,250.00
	£1
	NIL

	£3,250.01 - £3,500.00
	£2
	NIL

	£3,500.01 - £3,750.00
	£3
	NIL

	etc., until
	
	

	£5,750.01 - £6,000.00
	£12
	NIL

	£6,000.01 - £6,250.00
	£13
	£1

	£6,250.01 - £6,500.00
	£14
	£2

	£6,500.01 - £6,750.00
	£15
	£3

	etc., until
	
	

	£15,750.01 - £16,000.00
	£52
	£40

	over £16,000.00
	not entitled to CTB


WEEKLY INCOME = (EARNINGS – DISREGARDS) + BENEFITS + OTHER INCOME 

STEP 5 - Work Out Client's Weekly Council Tax Benefit
(DRHBpp48-49; WBHB p111)

If client's income is equal to or less than their applicable amount client will receive the maximum council tax benefit.

If client's income is more than their applicable amount the client may receive some council tax benefit.  This is calculated by finding 20% of the difference between the weekly income and the applicable amount and deducting this amount from the maximum council tax benefit

COUNCIL TAX BENEFIT = MAXIMUM COUNCIL TAX BENEFIT – [(WEEKLY INCOME - APPLICABLE AMOUNT) X 20%]

STEP 6 – Consider Second Adult Rebate (DRHB pp51-52; WBHB pp117-119)

Second Adult Rebate may apply instead of ordinary Council Tax Benefit if the claimant has someone living with them who is not treated as “invisible” for the purpose of the Council Tax Discount scheme.  In practice, this means that the presence of the “second adult” eliminates or reduces the entitlement of the claimant to a discount.  Second Adult Rebate is a way of compensating for that, fully or partially, if the second adult is on IS or JSA-I or on a low income.

The main point therefore is that the person liable for the Council Tax must be solely liable, or, if they have a partner or someone sharing joint liability, that person or those persons must count as “invisible” for discount purposes (because then the liable person would qualify for a 25% discount as the sole resident).  If the person liable for the Council Tax is her/himself “invisible”, s/he has a potential 50% discount, since there are then no residents.

It is when the presence of a non-dependant who is not “invisible“ eliminates the 25% discount, or reduces the 50% discount to 25%, that second adult rebate becomes a factor.
AMOUNT OF SECOND ADULT REBATE

Second adult rebate is expressed as a percentage of the Council Tax Liability, after any disability reduction and/or restriction for a high value home, but before any remaining discount entitlement.

	QUICK REMINDER – SECOND ADULT REBATE PERCENTAGES

	Second adult(s) on IS or JSA-I
	25%

	Not on IS or JSA-I, weekly gross income under £137
	15%

	Not on IS or JSA-I, weekly gross income £137-£176.99
	7.5%

	Not on IS or JSA-I, weekly gross income £177 or over
	 nil
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