ITEM 4.
Report to: Scrutiny Committee – Customer and Support Services 24 

                                                        September 2007.
From: Strategic Director of Customer and Support Services

Title: Council Tax Collection

Members are requested to note the improvements made to the council tax service, its increased levels of collection and give support to the proposals made in Part 7 to : -

- Reallocate payments to avoid further court proceedings;

- Use court costs as a bargaining tool for arrangements;

- The use of and publicity of committal proceedings;

- The use of and publicity of bankruptcy proceedings;

- Allow access to Payroll records to enable payment checks to be carried out- subject to satisfying data protection legislation.
Executive Summary

The report provides background information on the current position and contains details of the protocols used in the council tax service together with details of the work being done to improve the service and our collection rates.

The change in computer systems has been a major factor in the downturn in performance in the first year, something that all council’s face when undertaking such a task. 

Part 3 of the report includes tables that provide comparative collection rates for other GM authorities and highlights that while Salford’s performance improved between 2005/6 and 2006/7, seven authorities in GM have declared a downturn in performance.

In addition to improving current year collection, Salford’s performance in collecting arrears showed record breaking improvements by increasing collection from under £2m in each of 2004/5 and 2005/6 to over £4m in 2006/7.

The report also includes reference to some of the difficulties faced when trying to improve collection, including: -

· Levels of deprivation in some areas of the City;

· The reliance on benefits by around 30,000 households;

Part 4 of the report includes details of the payment services, with all customers being offered instalments facilities and a comprehensive selection of payment methods, including 24/7 services.

Part 5 provides information on our benchmarking actives and the consultation we’ve undertaken with the private sector.

Part 6 outlines details of the service improvements already made, including: -

· Paperless Direct Debit;

· Additional payment dates;

· More frequent recovery letters;

· Action on the worse case debtors list;

It also provides details of improvements under development, which includes: -

· The introduction of Pay Zone to provide greater payment choice;

· A new debt collection team is being formed, with personal targets for collection;

· New tracing services, to supplement those already in use

In the conclusions in Part 8 of the report mention is made of the commitment and enthusiasm of the council tax team to turning round the non-payment culture adopted by some customers and the challenge of improving collection. It also refers to the proposal to report back to Members again via this committee in six months time on the progress made. 

1. Introduction

This report has been produced to inform Members of the progress made to improve collection levels since the introduction of a new computer system for council tax and the changes in working practices being made to aid this process.

Members will note that there are some recommendations at the end of the report, which request support for some changes in tackling debt collection.

2. Background Information

The introduction of new computer systems invariably affects performance in whatever service it is used and the administration of council tax and benefits is no exception. A conscious commitment was made to minimise the impact of this change of system on the poorer sections of the community by placing an emphasis on restoring the effectiveness of the benefits service first and this was achieved during the first year following the implementation of the computer system. 

It should also be noted that the benefits service has restored its standing as one of the leading services nationally, having been awarded beacon status in 2004. The Benefit Fraud Inspectorate has recently confirmed a rating of “excellent”, with the highest score possible (4) under the Audit Commissions scoring mechanism. 

Having achieved this, attention has been turned to improving council tax collection and the remainder of this report is focused on that area.

There are around 104,000 domestic properties in Salford and in the majority of cases the occupiers are responsible for payment of council tax, which is the resident’s contribution towards the provision of services for the local community. 

At Appendix 1 details are provided of the hierarchical tenure outlined in the council tax regulations, which enables the Council to decide who should be held liable for payment. Generally, this person is the occupier of the property rather than the owner, landlord or agent. 

Each council tax liability may be subject to the award of council tax benefit, a discount, a disability reduction or one of a number of exemptions depending on the particular circumstances affecting the property and its residents.

At the start of the financial year for 2007/8 council tax liabilities of £113.8m became due and after the award of the above reductions and allowances, £93m remained due to be collected. 

As the year progresses the amount to be collected changes to reflect alterations in liability and entitlement to the reductions and allowances.

The majority of our customers pay their bills on time but some fall in to arrears and in these cases the council tax regulations make provision for action to be taken to recover the overdue amounts. 

In 2006/7 52,000 reminder letters were sent for overdue amounts and 28,000 cases were issued with a summons to appear in the Magistrates’ Court. 

So far in 2007/8, 27,600 reminders and 14,100 summonses have been issued to customers. 

3. Collection Performance

Although in comparison with other Metropolitan Districts collection in Salford in recent years has been low, with Salford having the lowest collection rate out of the 36 authorities in 2005/6, followed by an improvement in 2006/7 by one place. These rankings are based only on collection of the current years tax and do not take in to account activities to collect arrears. 

While Salford ranked 35th in the 2006/7’s current year collection statistics, we had the best rate of collection for arrears across all Greater Manchester authorities, something which is also reflected in our business rates services where the level of arrears has steadily reduced in recent years. 

In 2006/7 we collected £4.156m against council tax arrears compared with £1.959m in 2005/6 and £1.988m in 2004/5. At the time of drafting this report, improvements in current year collection could clearly be seen and the collection of arrears had also increased, on top of the good progress made in 2006/7. This indicates that while there is still some ground to be made up in relation to current year collections, significant improvements have been made. 

The tables below show the targets set for the council tax service for a three-year period, with the national quartile markers and details of collection comparisons from the Greater Manchester benchmarking forum.

	Target and Performance Quartiles

	Year
	Salford Target
	National Quartile
	Percentage Required

	2007/8
	92%
	Q1
	97.01% and Above

	2008/9
	93%
	Q2
	96.3% to 97%

	2009/10
	95%
	Q3
	95.4% to 96.2%

	
	Q4
	95.34% and below


These are ambitious targets, but ones, which we aspire to achieve as quickly as possible. The changes being made to the service are moving us in the right direction and the collection rates will continue to be closely monitored.

	Collections Comparison

	Authority
	2005/6 
	2006/7 
	Variation
	Deprivation Rank

	Bolton
	96.2%
	96.4%
	+ 0.2%
	50

	Bury
	97.4%
	97.3%
	- 0.1% 
	97

	Manchester
	89.1%
	87.30%
	- 1.8% 
	2

	Oldham
	96.3%
	96.0%
	- 0.3% 
	43

	Rochdale
	96.6%
	94.6%
	- 2.0% 
	25

	Salford
	87.1%
	88.0%
	+ 0.9%
	12

	Stockport
	96.8%
	96.7%
	- 0.1% 
	159

	Tameside
	97.3%
	95.9%
	- 1.4% 
	49

	Trafford
	95.2%
	96.3%
	+ 1.1% up
	136

	Wigan
	97.0%
	96.9%
	- 0.1% 
	53

	While Salford’s performance improved, seven authorities showed a downturn. These figures are supported by the analysis of uncollected council tax for the two years, with those showing downturns in performance having increasing levels of uncollected tax. 

The final column shows the deprivation ranking for each authority.


The factors influencing just how effective recovery activities are can vary from one local authority to the next and the list below highlights some of the more significant ones that have affected collections in Salford: -

· High levels of deprivation in some areas of the city. Salford stands 12th nationally.

· Salford has a high number of benefit claimants with a current caseload standing at around 30,000. Salford has the second highest percentage of households on benefit in Greater Manchester.

· High turnover of residents – population movements pose problems for all local authorities and Salford is no different. We have in place robust arrangements for collecting data about people who move house and quite sophisticated methods of tracing absconders. The majority of information is gathered from customers themselves, with our Contact Centre and face-to-face Advice Team playing leading roles in gathering this information. Both teams use the corporate CRM system to provide and record information. This system is linked electronically to the council tax and benefits (SX3/Northgate) system, to ensure that there is consistency in handling enquiries.                                                   We also collect information by mail although this is no longer the sole major source it was some years ago.                                              Some local solicitors and estate agents continue to provide information about the sale of property but this practice has also declined in recent years. This information was always provided on a voluntary basis, with the local authority depending mainly on the chargepayer for information. 

4. Collection Protocols

A variety of protocols and new working practices have been established over time which are designed to help customers who have difficulty in making payment and these have been refined since the introduction of the new computer system. 

Detailed below are some of the features reflecting our current position: -

· All council tax payers are offered the opportunity of making payment by ten monthly instalments, commencing in April each year. This provision is established in the council tax regulations and applies nationally. In addition we offer customers the options of paying weekly, fortnightly, in two halves and in one lump sum payment.

· We can extend the monthly payment period to 12 instalments, ending in March, to allow a little extra time for those customers who are struggling to keep up to date with their original arrangement.

· The Council’s interests are protected by the use of recovery action in cases where customers default on payment. This takes the form of an application for a liability order made to the Magistrates’ Court. 

· The Council closed its payment offices some years ago in favour of using Post Offices and Pay Point outlets. This service continues to provide our customer with significantly more places to make payment than in previous years. 

· The Council now operates a wider out-of-hours service for customers to make payment. We take credit and debit card payments over the telephone, using the services of the Contact Centre during working hours and a 24/7 automated service where the customer can enter payment details using their telephone keypad.                                    We also provide a payment service over the Internet, which is also available 24/7.

· Under the Corporate Debt Recovery Policy, we have introduced working practices in partnership with the Welfare Rights Service to help vulnerable customers. Client’s cases can be referred to Customer Services for a payment plan to be agreed and monitored jointly by both services. This enables cases to be dealt with without using the recovery process and with intervention where necessary by Welfare Rights Advisors if the customer defaults on payment.

5. Learning by comparison

Using comparison with others is an established way of refining what we do to improve services. The use of BVPI’s is the formal route for comparison but we also compare ourselves with others and how they provide services. Listed below are details on how we have achieved this: -

· Benchmarking as a member of the Greater Manchester Revenues and Benefits Forum – this provides regular meetings of Heads of Service to discuss issues around revenues collection activities. There is also a sub-group of council tax managers, which focuses on developing areas of benchmarking and collection of related information for comparison purposes. It was from this association that our current bailiff contract was developed as part of the Greater Manchester consortium.

· CIPFA Benchmarking Group – we have now joined this group and provided detailed information about our service, which will be shared with other members of the group nationally.

· Consultation with the private sector – we have recently been in discussion with CAPITA, a private sector company that provides a variety of services for both central and local government. The consultation confirms that the developments being made to our service are in line with the practices they adopt in managing revenues contracts.

6. Service Improvements

We are striving to make improvements in the way we collect council tax and listed below are some of the changes already made: -

· Changes to the management structure to place greater focus on collection issues.

· Paperless direct debit introduce in 2007 – customers can now set up payment arrangements by telephone with the Contact Centre. We also encourage customers to make an initial payment by credit or debit card as part of the transaction.

· Additional instalment dates are now offered for direct debit payers with collections on 5th, 15th and 25th of each month.

· The number of customers paying by direct debit is increasing. In April 2006 we had 33,983 customers paying by direct debit. By April 2007 that number had increased to 36,410 and by August it was 38,628, with 1,262 of these being for arrears accounts.

· In 2006/7 we collected £40m by direct debit on council tax accounts and we expect to exceed that by some margin in 2007/8.

· Procedures for dealing with direct debit defaulters have been reviewed to allow prompt recovery action to be implemented in appropriate cases.

· Daily production of reminder letters and other recovery documents enables a more even spread of activities.

· The procedure for producing reminders for defaulters has been reviewed for 2007 and the timescale for producing reminders reduced from 28 days to 10 days.

· In 2007 two additional collection agencies have been appointed to carry out a pilot recovery project. Although this has only started recently, there are indications that good progress is being made with 10% collections being achieved in the first month of operation.

· Over 1,000 new attachments of benefit have now been set up using the new system.

· A list of the 100 worst absconded debtors has been established and a tracing exercise has commenced.

· An automated system has been established for dealing with cases returned from the bailiff.

· All recovery documentation has been reviewed with a Plain English theme.

· Other areas of the Customer Services Division (Benefit Overpayments Team) have been drafted in to assist with tracing work on unpaid debt.

· Revised cash posting routines have been established to improve how we deal with customer payments.

· Customer Services has a dedicated performance monitoring team that has responsibility for reporting on collection rates to weekly meetings of senior management.

· Providing the services of Language Line to help customers whose first language isn’t English. Members will recall raising the matter of workers from abroad in a particular area of the city and that it had been alleged that some were avoiding payment. This proved not to be the case. While dealing with customers where the first language is not English can pose additional difficulties, no evidence was found that these sections of the community were avoiding payment. 

There are other improvements under development or currently being implement and listed below is a selection of these: -

· A new Inspection module in the computer system has been tested and will become operational in September. This will help to improve the inspection processes and an additional inspectors post has been established to provide greater resilience in this part of the service.

· A new team of recovery specialists is being recruited to focus action on improving council tax collection. This team will provide a generic solution for the provision of call handling and account management, thereby enabling the service to better cope with high volumes of recovery activity. This will also include a proactive calling service where specific debtors are targeted for contact by telephone and where the emphasis will be on obtaining an immediate payment. The practices established by this team will then be rolled out to other staff in the service so that further improvements can be achieved.

· Officers on the new recovery team will be given personal targets for collection. These are initially being set at £10,000 per week for each individual.

· New improved versions of reminder letters and final notices will be introduced shortly.

· The Customer Services web site is being reviewed to improve content.

· A web site self-service project is to commence that when implemented will allow customers to set up direct debit arrangements on-line.

· The services of Pay Zone will shortly be available to customers. This is a similar service to that of Pay Point, operating from local shops and will provide a further 100 outlets in Salford where customers can make payment.

· The tracing services of Experian will shortly be available to the council tax team. This service is being added to the LoCTA system, which is already in use.

· The development of publicity information that explains to customers the real cost of late payment.

7. Proposals needing the support of Members

There are a number of developments where an indication of Member support would be helpful. 

While we have always endeavoured to help customers as much as is possible within the constraints placed up on us by the regulations, there will always be cases where some special action is required. This could be with the agreement of the customer in some cases but in others may involve action being taken in the courts. The following proposals indicate the areas where some focus is needed to make progress and the support of Members is requested for these developments: -

· Reallocation of payments to avoid further recovery action –               this could apply where the customer has been subject to legal action for a previous year’s arrears and has now fallen behind with payments for the current year. To avoid another summons, a court appearance and additional court costs (currently set at £75), with the customer’s agreement, money paid on a previous year where court proceedings have already been taken could be reallocated to the current year, thereby avoiding the need to issue a fresh summons.                           The customer would continue to make payment, but against the arrears, where action has already been taken, rather than against the current year.                                                                                       This approach would reduce the burden on the council of issuing fresh court proceedings, save court time, while at the same time protecting the customer from the unpleasantness of being summonsed to court and the additional cost that would incur.

· Using the costs awarded by the court as a bargaining tool –            court proceedings invariably involve an award for cost, usually of £75, which then becomes payable by the customer as part of the debt. These costs are added at the court hearing when the court grants a liability order. It is proposed to offer the customer the opportunity to have these cost removed from the account, provided they make payment in full by the end of the financial year. While this would involve the Council giving up the additional income, it would help to improve current year collections.

· The use of committal proceedings for non-payment –                              in recent years the effectiveness of these proceeding has been brought in to question, with the increasing reluctance of the courts to impose custodial sentences. It is proposed to use these proceedings and to encourage the publicity of the debtor’s details, whether this is by an advert placed in the local press or some other means, yet to be developed. It should be noted that once these proceedings have been dealt with by the court the case is in the public domain and can be reported.

· The use of bankruptcy proceedings –                                                 this falls outside the council tax regulations but is an option that some local authorities have found useful. This would be used on carefully selected cases where it is felt that the customer has adequate means to pay but is refusing to do so. Again the appropriate publicity of cases would serve as a deterrent to others.

· Access to Payroll records – for those staff who also live in the city, this would allow checks to be undertaken which ensure that council tax accounts are being paid on time.                                                            If Members agree to this it will be necessary to ensure that data protect legislation is not infringed by undertaking the checks. 

8. Conclusion 

Significant improvements have already been made to working practices and the systems used to collect council tax. In the coming months new initiatives will be tested to identify their effectiveness in dealing with defaulters and breaking the culture of non-payment among some customers. The council tax team are enthusiastically committed to the challenge of bringing all our customers in to the habit of making payment on time to improve collection.

At the half way stage in 2007/8 we are on target to improve both current year and arrears collection. In order to highlight the progress being made during the remainder of the year it is proposed to report back to this committee again in six months time.

Appendix 1

The hierarchy of liability for Council Tax

The Institute of Revenues Rating and Valuation has issued guidance to assist officers involved in council tax administration. The following notes are based on that guidance: -

Liability falls on residents, normally taken to be a person aged 18 or over who has his or her sole residence in the dwelling. Where there are two adults sharing the occupation, for example in the case of couples, or joint owners, they may both be jointly liable for the council tax.

In order to make it clear who is liable for the tax, the law has established a pecking order among the people who may potentially have a connection with any given property. The legislation identifies possible categories of legal interest that people may have in the property and puts them into order. The person liable to pay the tax is the person who falls within the first, or highest category to apply, taking them in order from (a) to (f): -

(a) A resident with a freehold interest in the whole, or any part, of the dwelling;

(b) A resident with a leasehold interest in the whole, or any part, of the dwelling, (if there are tenants with different leasehold interests, this category applies to the resident holding the superior leasehold interest);

(c) A resident with a statutory tenancy within the meaning of the Rent Act 1977, or the Rent (Agriculture) Act 1976, or a secure tenant within the meaning of the Housing Act 1985;

(d) A resident with a licence to occupy the dwelling, e.g. a person living in a tied cottage;

(e) A resident with no legal interest, for example, a squatter;

(f) Where no one is resident, a non-resident owner of the dwelling.

Houses in multiple occupation are always the responsibility of the owner and not the tenants.

The decisions based on the hierarchical tenure rules cannot be overturned by any agreement made between the resident and his/her landlord.

PAGE  
1
Final 17th Sept 2007

