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REQUEST FOR DIRECTOR DECISION - DD1436

Executive Summary: S B

The London Borough of Islington has faced Increasing challenges in relation to council tax collection in
recent years due to the ongorng growth in its taxbase and the sign]flcant Ievel of tumover in its
popu]atlon o _

The Council had £24 rnII[Ion of council tax arrears at 1 April 201 5 of which £5 5 rnllllon (23 per cent)
relates to the sums owed In respect of the GLA's Precept based on 2015-16 tax shares. The Council has
approached the GLA to seek funding to enable it to undertake a project delivered by a dedicated team to
reduce the level of outstancllng arrears. The GLA would contribute towards the project costs in proportion
to its share of council tax which reflects the benefit it would receive from any incrernental revenues whlch
would result through the sharing of future collectlon fund surpluses.

This Decision seeks a contribution initlally up to 31 August 2016 of up to EIOS 000 equivalent to 23 per
cent of the estimated £450,000 project costs. The proposed agreement with Islington has set a target to
reduce arrears by at Ieast £1.5 million by the end of the pro]ect of which around £346, 000 would accrue
to the GLA '

Dedslon o ' R

The Executive Director Resources approves up to £105,000 towards a project by the London Borough of
Islington to reduce its level of council tax arrears of which £60,000 is estimated payable in respect of the
2015-16 financial year and £45,000 in 2016-17 on a pro rata basis. The costs would be charged to the
Mayors Resilience Reserve initially — and recoverable through expected future collection fund surpluses
declared by the borough in respect of council tax each The project will set a target to reduce the
borough’s council tax arrears by £1.5m by 31 August 2016 of which an estimated £346,000 would accrue
to the GLA - rnore than three times the cost of the contribution in year'l

AUTHORISING DIRECTOR
| have reviewed the request and am satisfied it Is correct and consistent with the Mayor’s plans and
priorities. It has my approval _

Name: MARTIN CLARKE ' : Position: EXECUTIVE DIRECTOR RESOURCES

signature: () (G Date: /9. /) (Y




PART | - NON-CONFIDENTIAL FACTS AND ADVICE
Decision required - supporting report
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Introduction and background

In 2015-16 the GLA wrli receive an estimated £21.3 million of income through the council tax
precept from taxpayers in the London Boroagh of Islington. -

As a result of the significant increase in its taxbase in recent years arising from new developments
population growth and high populatron mobility the Borough Council has faced challenges in
maximising council tax revenues and collection rates. As a result the Borough Council had a
significant level of Council Tax arrears of some £24 m as at 1 April 2015. Based on the GLA’s 23.1
per cent share of the councd tax in'2015-16 (£295 out of £'! ,276) thls level of arrears represents
potential lost revenue to the GLA of around £5.5 million - equwalent to around one quarter of the
total annual precept rncorne from that borough

The London Borough of Ishngton has asked the Greater London to rnake a contrlbutlon towards a

_.pI‘Oject which will set up a dedicated team focus:ng on reducing the level of council tax arrears. The

team would be sourced Iocally and employed. by the Councrt ‘The project has commenced during
2015 and the GLA's funding would 12 months later with an option for. extension should both parties
agree. The estrrnated total cost is forecast o be up to £450 000 per annum. _

The GLA would contribute 23. 1 per cent of the pro;ect costs tn line wrth 2015-16 council tax shares

~ equating to around £105,000. This reflects the proportion of any reduction in arrears which would
accrije’to it through hrgher collectlon fund-surpluses declared by lslington in future years. Of this
£60,000 is estimated payable in respect of the 2015- 16 i nancral year and £45,000 in 2016- '|7 ona
pro rata basss _

The project team has a target to deliver a £1.5 million reduction in arrears in the first twelve months
- equating to a potential gain for the GLA of up to £346,000. Based on the expected additional
revenues generated the project Is therefore expected to be self financing — and potentially generate
a srgmf‘ cant surplus on the GLA’s investment. For the GLA to break even on the project a reduction
in arrears of around £455 000 - around one quarter of the target set

Thisis a legrtrmate request as brlhng authontres do riot explrcrtly recelve addrtronal fundmg from
central government to fund the costs of council tax collection and anyi investment they make to
improve collection rates or reduce arrears benefits their preceptors on a proportlonal basis. The
ability of Billing authorities to meet the costs of such investment has of course become more
challenging in recent years due to the impact of reductions in general government grant fundmg

The funding requested equates to less than 2% of the GLA's share of the outstanding arrears and it
is anticipated that this would be recovered in full through an increase in the collection fund surplus
for council tax declared in future years each January which is available to support the Mayor’s
budget in the following financial year. Before releasing funding for the final four months of the
proposed project the GLA would wish to be satisfied that it has delivered a material reduction in the
level of arrears by 31 March 2016. The agreement with Islington will therefore require a review of
progress and delivery to be undertaken after the end of the 20715-16 financial year (during April
2016) before confirming the payments for the final four months.
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Objectives and expected outcomes

The proposed project focuses on reducing Islington’s current level of council tax arrears which
exceeded £24 m at 1 April 2015 islrngton has considered three different mechanrsms to recover the
outstanding debt: : S .-

¢ Commission a supplier to collect this debt - potentially on a comimission based contract with a
minimum fee.

e Sellthe outstanding arrears for a percentage of the value to a private sector firm

» Recruit staf'f on fixed term contracts and undertake the work in house

It considers that the final internal approach would be the most satrsfactory as costs could be more
easily fixed and controlled using staff sourced locally. This would also allow these staff to be flexibly
employed to tackle other outstandrng debts - albeit that the GLA’s funding would only be flexibly
redeployed in relatlon to maxzmrsmg Non Domestrc Ratmg and Crossrail BRS revenues '

The team created wrll use appropnate tracrng tools to contact debtors and maximise collectlon

.through telephone and SMS contact. The staff estlrnated at up to ten have been recrurted and

the. rnajonty have now cornrnenced work

The annual cost of the project team and related costs is. estrmated at around £450, 000 wrth
initially funding being provided for a 12 month period to 31 August 2016 with funding backdated
pro rata to 1 September 2015. As the majority of the costs are staffing related the project costs can
be predlcted with relative certainty. Subject to Islington demonstratlng that it had made significant
progress towards delivering a reduction in arrears - with an interim review after erght months the

' GLA would have the optlon to contanue funding the project after the 12 months

The GLA wouid contrrlaute up ‘to £'I 05 000 in proportion to its 23 per cent share of the councrl tax
for 2015-16 of the project cost of up to £450,000. The actual sur payable would be based on

) actual costs incurred up to this cap: This Directars Decision asks for approval to provide this funding
“subject to it having the abrlrty to withhold the fundrng for the final four months of the project if by
"1 April 2016 the Council is unable to demonstrate a material reduction in arrears in line with the

prOjECt targets through thelr annual accounts and management reportrng ;nformatlon o

The GLA has agreed a target wrth Islrngton to reduce total arrears by at Eeast £1 5 rnlllron by 31
August 2016 (£346,000 of which would ‘notionally accrue to the GLA through the sharing of future
collection fund surpluses) Therefore for an investment of £105,000 over the project lifetime the
GLA would expect to receive an’ ‘additional £346,000 in ‘counicil tax reventies — a net surplus of over
£240,000 on the GLA's investment. Once the team becomes established the aspiration would be
that a higher level of arrears. reduictions would be achieved given the investment being made. The
team will also focus on mlnimrsrng the bulld up of new arrears ln the current fmancral year

Brllrng authorrtres do not receive drscrete fundlng from governrnent grant to assist in maximising the
levels of council tax incomie and collection. Without the GLA’s support the borough would be
required to pay 100% of the cost of this project but only receive 77% of the additional income
which results. It is therefore perfectly legitimate that the GLA makes a contribution towards the
project in proportion to the benefits it will receive.
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Equality comments

There are no direct equality implications for the GLA as the project will be managed by the London
Borough of Islington and any staff will be recruited by it under its terms and conditions. The Council
should have regard to appropriate equality consrderatlons in its role as a public authority under
relevant legls!atlon

It is mtended that any new staff recrurted will be sourced Iocally and up to 10 addltlonal jobs may
therefore be created for Londoners and where possible Islington residents. Due to the diversity of
the borough’s population it would be expected a significant proportlon of the staff recruited would
be from Black and’ Mlnorrty Ethnlc groups o

Other censrderatlons | .'
The project is expected to be self f:nancmg over t]me wrth any costs bemg more than offset by

additional council tax revenues. Staff will be recruited on fixed term contracts for the duration of the
project. There is a risk that council tax arrears might not be reduced in net terms as a result of the

project | but itis expected that the project will result in arrears levels: bemg lower than they otherwise

would have been. The rewards compared to the planned investment, hrJWever are 5|gn1f‘ cant grven
that the GLA’s share of outstandlng arrears is around £5 5 m:!llon ' _

Fmancral comments

The Mayor’s precept for the London Borough of Is[rngton generates nearly £2'i 3 mllhon of revenue
for the GLA group annually. In light of its recent rapid. populatlon growth and increase in new
developments the authonty has expenenced cha!lenges in maxmrsrng councrl tax collectron rates

The Councrl cotlects councrl tax non domestic rates and Crossrall Busmess Rate supplement

_revenues on behalf of the GLA but in respect of the former does not receive discrete additional

funding to support its b:limg and enforcement responsrbdrtres In Irght of the additional spendrng
pressures.on the councll it has invited the GLA to contribute to the costs of a new project team with
a remit to.reduce existing council tax arrears levels. The GLA’s funding will be provrded in.proportion
to its share of any additional council tax revenues which rrught result (i.e. 23 per cent in 2015-16
representing the share whrch the Mayor’s precept represents of the total councr! tax charge payable
by ]s!mgton resrdents) : S . . L R

The. estrmated total cost of the arrears reductron prOJect would be approxrmately £33 000 per month

or £450,000 per annum. with payments made quarterly in arrears. The GLA would contribute up to
£26,250 per quarter or up to £105,000 over. the project lifetime in proportlon to its share of the
council tax for 2015-16. The GLA has agreed a target with fsllngton o reduce arrears by at. least
£1.5 million by August 2016 (£346,000 of which would eotronally accrue to the GLA through the
sharing of future collection fund surpluses)

The agreed contrlbutlon equates | to less than 2 per cent of the GLA's £5.5 mrlllon share of the
existing council tax arrears in Islington.



6. Legal comments
6.1  The GLA is a major precepting authority under section 39 of the Local Government Finance Act
1992 (the LGFA) as amended by section 82 of the Greater London Authority Act 1999 {the GLA
Act), and issues precepts to billing authorities in Greater London, including the London Borough of
Islington. The London Borough of Islington is, within its area, the responsible local billing authority
for: counul tax including the collectlon and enforcement of council tax debt under the LGFA.
6.2 The GLA has an mterest in maxrrmsmg counml tax collectlon in the borough on the basis that as
noted above, it recelves 23 per cent of any additional revenues collected through reduced arrears
and improved council tax collection rates. Under section 34 of the GLA Act the GLA has the power
to do anything calculated to facilitate the exercise of the GLA's functions. An increase in revenue is
so calculated. This power s stibject to the limitation that the GLA may not raise money by virtue of
it, except in accordance with relevant Ieglslatron in the present case any money to-be raised is to be
raised in accordance with the relevant legislation. Reasonable expenditure designed to achieve a
better level of councrl tax payment for the GLAis therefore within the power of the GLA
6.3  Under sectlon 34 of the GE_A Act the GLA has the power todo anythlng calculated to faqlrtate the
exercise of the GLA's functions. Taking steps to increase revenue is so calculated. This power is
subject to the lrmrtatron that the GLA may not raise money by virtue of it, except in accordance with
relevant’ legrslataon inthe present case any money to be raised is to be raised in accordance with the
relevant legislation. ‘Reasonable’ expendlture designed to achieve a better level of council tax
income for the GLA, through rmprovement of the collectlon ratesina bllllng authorlty is therefore
wrthm the power of the GLA : :
6.4 .The forrnal agreement with the London Borough of lsimgton is conswtent wn:h the GLA’s standard
format whlch has been approved by the Commercial law team,
7 Planned dellvery approach and next steps
71 The planned project delivery is set out below:
Activity —_ [ Timeline
Procurement of contract ‘ Not applicable
Announcement - ' Not applicable
Delivery StartDate ™~ ' | Autumn 2015
Interim evaluation of progress and submission of funding claim for 2015- | April 2016
16 S S
Delivery End Date and submission of final claim ... | October 2016 -
Project Closure ~ albeit GLA would have the abrlrty to extend it for a October 2016
further 12 months by mutual agreement. B -

Appendices and supporting papers:

None
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O_RlGlNATlNG-OFFI_CER DECLARATION: ‘ ~ Drafting-officer to
R I R T LR o : ~ o confirmthe ~
- following (v)
Draftingofﬂcer 5 IR
Maﬂln_ﬁ.ﬂltch_elL_GLA_Gmup_Elnanse_Managthas drafted this report im accordance Y

with GLA procedures and conﬂrms that

Ass!stant Direr:tor/Head of Service
David Gallie, Assistant Director Finance has reviewed the documentation and Is : v
satisﬁed for rt to be referred to the Sponsonng Director for approval

Finandal and Legal advir:e. .

The Finance and Legal teams have cornrnented on thls proposal and thIs deqsion R
reﬂects their comments. = .

EXECUTIVE DIRECT OR, RESOURCES

| conﬁrrn that ﬂnanc]al and iegal Implicatlons have been appropriately considered- in the preparatlon of
this report.

Signature /A _ D &l Date /9.1y




