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London Councils TEC Executive Sub-Committee

	

	Thames Regional Flood Defence Levy 2008/09
	Item No:
	16

	

	Report by:
	Michael Ojo
	Job title:
	Section Manager, Environment and Public Realm

	Date:
	7 February 2008

	Contact Officer:
	Michael Ojo

	Telephone:
	020 7934 9945
	Email:
	michael.ojo@londoncouncils.gov.uk

	


	Summary:
	This report informs members of the Levy funding proposal from the Thames Regional Flood Defence Committee (RFDC) of the Environment Agency (EA) for 2008/09 and the decision reached by the Committee at its Levy setting meeting on 24 January 2008.

	Recommendations:
	Members are recommended to:

· Note the background to, and the work of the Thames Regional Flood Defence Committee (RFDC).

· Note the programme options proposed for the 2008/09 Levy.

· Note the decision of the RFDC on the Levy to be raised for 2008/09




Background

1. Regional Flood Defence Committees (RFDCs) are committees of the Environment Agency (EA) which help to deliver the EA’s Flood Risk Management functions. Local authority members form a bare majority on the committee, having 12 of the 23 members.    In the Thames Region, London provides 7 members and the County Councils provide the other 5 local authority members.  
2. The EA is required by Section 106 of the Water Resources Act 1991 to arrange for most of its flood risk management functions to be carried out by RFDCs. The RFDCs have executive powers to act in the name of the EA, but these do not include the issuing of levies, making drainage charges or borrowing money which is specifically reserved to the Environment Agency Board by the Water Resources Act 1991.  A decision or action of an RFDC is a decision or action of the Agency.  
3. For the London area, membership of the Committee had previously been sought directly by the EA in accordance with the Thames Regional Flood Defence Committee Order 1998 which groups London boroughs into seven groups of four to six boroughs with each group jointly nominating one member.  It was proposed that from the 2006/07 year nominations would be received through London Councils TEC with boroughs in each of the groups set out in the schedule to the 1998 Order jointly nominating one member at the TEC AGM.  London authority appointees therefore represent a group of councils but are not ‘mandated’ by their councils except regarding the levy.
4. The RFDC deals with all flood matters in the area but, in particular, they take decisions about the programme of improvement and maintenance works to be carried out by the EA each year. Councils within the region provide some funding for this work through levies, usually to allow local projects in the area to go ahead when they do not meet national funding priorities. The committee also decides on matters such as the making and operation of land drainage byelaws and issues affecting any internal drainage boards.  

The Regional Levy for 2008/09
5. Members of the RFDC consider local needs during the autumn of each year and, in January; the local authority representatives on the committee consider the need and quantum of the local levy across the region.  Decisions on the levy require a majority of the local authority members of the RFDC, but the levy decision will apply to all councils in the RFDC area, including any which are not represented on the RFDC.   The rules guiding the administration of the levy have been revised and are set out in the Flood Defence Local Levy Principles (attached as appendix 1).  
6. At its November 2007 meeting RFDC members were provided with information to guide officers on the development of the 2008/09 Regional Levy programme.  The Committee resolved to request options to be brought forward for 3 levels of levy income (£10m, £11m and £12m).  In setting out the options for the 2008/9 levy the following factors and assumptions were taken into account:
· Three levy income options £10m, £11m and £12m

· As was the case last year it is prudent to take a 3 year view

· Programmes are driven by need and risk but take into account deliverability

· Needs are growing over the next 3 years and will exceed any option chosen

· Carry forward balances to 2008/9 are £4.9m 

· At the end of the third year a reasonable level of balances to aim for would be £2m to allow the continuing facility to underwrite part of the FDGIA programme as previously agreed

· To achieve balances of £2m at end year 3, balances will be run down by £1m per year

· To work towards the need profiles previously generated and discussed in November each option seeks to achieve an expenditure figure in the third year of £15m. Thereafter a flat profile is expected.

7. The levy income options are combined with the run down of balances to generate 3 expenditure options. Each expenditure option in turn is projected over a 3 year time horizon, producing 3 possible expenditure profiles in the table below:

	
	Year 1 

2008/9

(£m)
	Year 2 

2009/10

(£m)
	Year 3 

2010/11

(£m)

	Levy Income Option 1
	10
	12
	14

	Balances run down
	1
	1
	1

	Levy expenditure Option 1
	11
	13
	15

	
	
	
	

	Levy Income Option 2
	11
	12
	14

	Balances run down
	1
	1
	1

	Levy expenditure Option 2
	12
	13
	15

	
	
	
	

	Levy Income Option 3
	12
	13
	14

	Balances run down
	1
	1
	1

	Levy expenditure Option 3
	13
	14
	15


8. The main elements of the programme for 2008/09 are:

· Work on Critical Ordinary Watercourses (COWs), Environmental Enhancements, Committed Schemes and New Starts which have been incorporated into each of the three levy options; 

· An allowance for the Banbury Flood Alleviation Scheme.  The rate of fund accumulation has been linked to the levy options.  

· To achieve the overall programme options of £11m, £12m and £13m, levy candidate programmes have been built up taking into account flood risk; houses protected; risk of asset failure, and consequences; local needs and deliverability. 

9. The levy candidate programmes for 2008/09 are summarised in the table below:

	
	2008/9 Levy

Option 1

(£m)
	2008/9 Levy

Option 2

(£m)
	2008/9 Levy

Option 3

(£m)

	Levy raised

Balances run down
	10

1
	11

1
	12

1

	Total Income
	11
	12
	13

	Banbury FAS

Critical Ordinary Watercourses

Environmental Enhancements

Committed Schemes

New Starts
	3

1.5

0.5

4

2
	3

1.5

0.5

4

3
	4

1.5

0.5

4

3

	Total Expenditure
	11
	12
	13


10. In order to give members some information relating to their council’s position, Appendix 2 sets out an estimate of the levy for each option by local authority.

TRFDC Decision

11. At its meeting of 24 January the Committee, following a presentation of the options by the EA and in consideration of other pressures on local authority finances, approved a Levy fund of £10m (Option 1) to be spent for 2008/09.  This represents an 11% increase over the Levy for 2007/08.
Financial Implications

12. The total flood defence levy is decided by the Regional Committee at their January meeting and agreed by the EA board in early February.  This levy is then apportioned across all councils by tax base.  Therefore if an individual council’s Band D value is 1% of the total Band D value and the committee decide on a levy of £12m for the forthcoming year, then that council will be levied the sum of £120,000.  This levy will, unless agreed otherwise, be paid in four equal instalments of £30,000 on the 1st of May, July, October and January of the following financial year.  
13. There is an element of flood defence funding provided by Treasury in the Relative Needs Formula which is based on expenditure for previous years.  This takes account of actual spend and is for local authorities' own flood defence spending.   The flood defence funding for 2008/09 is based on average expenditure in 2003/04 – 2005/06 (3 years) rated to 2007/08 prices.
14. There is a further element in the revenue support grant (RSG) for continuing EA Levies which specifically relates to levies paid to RFDCs.  This is again based on actuals from totals of any levies paid to the RFDC for the previous year, based on council accounts.  The levy in 2007/8 has been used to assess the amount of support to be provided for 2008/9, 2009/10 and 2010/11.
15. In summary, there is provision of relief for the Levy paid out.  Both local authority flood defence spending and levy funding are scaled.  The formula used however makes it impossible to guarantee that every pound of flood defence or levy expenditure is fully met by grant.  
16. Members are committed to a levy and the funding goes towards much needed flood risk management projects which are of direct benefit to most of London’s boroughs.  However, members may want be cautious about agreeing to spending increases well above inflation, considering the impact of reduced resources on the delivery of other competing borough services. 
Legal Implications

17. It is important to note that the decision on what levy option to agree for the coming year is made exclusively by the local authority representatives on the Committee.  However, where a quorum is not formed, the decision can be made by the other members of the Committee on behalf of the local authorities.  When the Chair called for an informal show of hands on the 3 options before the Committee, the majority went for Option 2.  This would have represented a 22% increase over the previous year’s levy.
Equalities Implications

18. There are no significant equalities implications from this report.  

Recommendations

19. Members are recommended to:
· Note the background to, and the work of the Thames Regional Flood Defence Committee (RFDC).

· Note the programme options proposed for the 2008/09 Levy.

· Note the decision of the RFDC on the Levy to be raised for 2008/09
Appendices

20. Appendix 1 - Flood Defence Local Levy Principles – Revised November 2007
21. Appendix 2 - Estimate of the levy for each option by local authority.
22. Appendix 3 - Background information on the 2008/9 Regional Levy programme
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Appendix 1

Flood Defence Local Levy Principles – Revised November 2007

REVISIONS

Amendments - bold



Additions - underlined




Omissions - italics

The principles for the administration of Local Levy are set out in guidance from the Department of Communities and Local Government (CLG) and agreed with our sponsor body DEFRA.  In summary we aim to ensure:

· Local levy maxima will be within any ceiling notified by the CLG. 

· Allocation of local levy to local authorities within the Committee is on a council tax band D basis

· Management of Local Levy and other local income – e.g. contributions to local levy schemes is left at the discretion of the RFDC.  

· Levy can fund either capital or revenue activities 

· Local levy shall not be taken into consideration for FDGIA settlements 

· Schemes and works funded from local levy and other local income will be identified separately

· It is within the discretion of the Committee to allocate local funds to national priorities if they wish to advance works or extend planned works which do not receive FDGIA cover in the year in question

· Regions should identify any local levy/funding partnership opportunities that they may wish to follow when bidding for any FDGIA on the same project.

· Local funding cannot be used to deliver a scheme that is not cost benefit

· Rules of probity for public funding apply to local funding

· Environment Agency rules on project appraisal and approval apply to local levy 

· The accounting for local income and levy will be separate to FDGIA.

· Committees must be able to demonstrate that no FDGIA has been diverted to subsidise locally funded schemes

· Committees cannot "bank" FDGIA through S47, nor claw-back local funding of FDGIA in future years

· FDGIA funding is capped.  An overspend by the Committee may need to be funded by local income.

· From 2005/06 only capital works that meet the threshold, or are a national priority but exempt from score, will be eligible for FDGIA and any works to be funded from Local Levy/Contributions will be identified separately

· Year-end balances funded by local levy or other local funding (except IDB precepts) can be retained by the Committee

· Local levy and other local income should empower Committees to deliver
· FDGIA "balances" are separately identified and treated on a national basis.
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	OPTION 1
	OPTION 2
	OPTION 3

	 
	2004/05
	2005/06
	2006/07
	2007/08
	2008/09
	2008/09
	2008/09

	COUNCIL
	LEVY
	LEVY
	LEVY
	LEVY
	LEVY
	LEVY
	LEVY

	 
	£
	£
	£
	£
	£
	£
	£

	LONDON BOROUGHS
	 
	
	 
	 
	 
	 
	 

	Barking and Dagenham
	87,966
	93,979
	58,638
	92,975
	103,306
	113,636
	123,967

	Barnet
	232,590
	250,208
	156,415
	248,392
	275,991
	303,590
	331,189

	Bexley
	54,490
	58,847
	36,811
	58,143
	64,603
	71,063
	77,523

	Brent
	158,286
	171,692
	108,883
	172,330
	191,478
	210,626
	229,773

	Bromley
	168,043
	181,854
	114,508
	182,027
	202,253
	222,478
	242,703

	Camden
	151,752
	167,303
	105,876
	169,302
	188,113
	206,924
	225,736

	Croydon
	212,428
	229,809
	143,271
	228,050
	253,389
	278,728
	304,067

	Ealing
	193,424
	207,953
	130,998
	207,849
	230,944
	254,038
	277,133

	Enfield
	182,490
	197,847
	123,595
	198,332
	220,369
	242,406
	264,442

	Greenwich
	118,906
	129,369
	82,129
	130,968
	145,520
	160,073
	174,625

	Hackney
	102,543
	119,526
	77,538
	125,830
	139,811
	153,793
	167,774

	Hammersmith & Fulham
	129,816
	138,577
	87,652
	141,580
	157,312
	173,043
	188,774

	Haringey
	139,347
	154,011
	96,949
	155,020
	172,244
	189,469
	206,693

	Harrow
	144,128
	155,850
	97,628
	155,860
	173,178
	190,496
	207,814

	Havering
	138,572
	149,094
	93,654
	149,767
	166,408
	183,049
	199,690

	Hillingdon
	162,642
	175,389
	110,704
	176,226
	195,807
	215,388
	234,968

	Hounslow
	139,758
	154,360
	97,286
	154,686
	171,873
	189,060
	206,248

	Islington
	129,531
	145,695
	92,396
	151,586
	168,429
	185,272
	202,115

	Kensington & Chelsea
	158,457
	177,600
	112,217
	178,621
	198,468
	218,315
	238,162

	Kingston
	104,654
	112,398
	70,567
	111,915
	124,350
	136,785
	149,221

	Lambeth
	165,915
	179,796
	114,537
	182,940
	203,266
	223,593
	243,919

	Lewisham
	146,610
	157,760
	99,327
	157,965
	175,517
	193,069
	210,621

	Merton
	123,410
	132,521
	83,253
	132,668
	147,409
	162,150
	176,890

	Newham
	119,976
	131,652
	82,598
	131,485
	146,094
	160,703
	175,313

	Redbridge
	151,240
	162,873
	102,527
	161,260
	179,177
	197,095
	215,013

	 
	 
	 
	 
	 
	OPTION 1
	OPTION 2
	OPTION 3

	 
	2004/05
	2005/06
	2006/07
	2007/08
	2008/09
	2008/09
	2008/09

	COUNCIL
	LEVY
	LEVY
	LEVY
	LEVY
	LEVY
	LEVY
	LEVY

	 
	£
	£
	£
	£
	£
	£
	£

	 
	 
	 
	 
	 
	 
	 
	 

	Richmond
	145,847
	159,202
	100,023
	160,663
	178,514
	196,365
	214,217

	Southwark
	149,142
	165,674
	106,037
	168,461
	187,179
	205,897
	224,615

	Sutton
	121,468
	130,878
	82,779
	132,872
	147,636
	162,399
	177,163

	Tower Hamlets
	119,772
	134,061
	87,435
	142,228
	158,031
	173,834
	189,638

	Waltham Forest
	125,624
	134,812
	86,346
	136,737
	151,930
	167,123
	182,316

	Wandsworth
	193,181
	211,584
	135,167
	217,870
	242,078
	266,285
	290,493

	Westminster
	197,609
	227,504
	145,753
	233,878
	259,864
	285,851
	311,837

	Corporation of London
	7,730
	9,526
	6,479
	10,723
	11,914
	13,106
	14,297

	LONDON TOTAL
	4,677,347
	5,109,204
	3,229,976
	5,159,211
	5,732,456
	6,305,702
	6,878,948

	 
	 
	 
	 
	 
	 
	 
	 

	
	
	
	
	
	
	
	

	COUNTY TOTAL
	3,495,635
	3,787,031
	2,402,335
	3,840,789
	4,267,544
	4,694,298
	5,121,052

	
	
	
	
	
	
	
	

	THAMES TOTAL
	8,172,982
	8,896,235
	5,632,311
	9,000,000
	10,000,000
	11,000,000
	12,000,000
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