CABINET
15 FEBRUARY 2011

REPORT OF THE CABINET MEMBER FOR FINANCE, REVENUES & BENEFITS

Title: Council Debt Write-Offs 2010/11 - 1 April to 31 For Information
December 2010

Summary:

Revenues and Benefits is made up of a number of service areas covering the billing,
collection and recovery of the vast majority of debts that fall due to be paid to the Council
for chargeable services and statutory levies such as Council Tax, Housing Rents and
Business Rates.

The value and type of debts written off as uncollectible within these two sections are
reported to the Cabinet on a quarterly basis in line with the Council’s financial regulations.
This report provides a summary of debts written off for the periods 1 April to 30 June 2010
(Q1), 1 July 2010 to 30 September 2010 (Q2) and 1 October 2010 to 31 December 2010
(Q3) , as detailed in tables 5, 6 & 7 of Appendix A. In total £110,389.53 has been written
off in Q1, £45,382.67 in Q2 & £829,921.52 in Q3

Wards Affected: None

Recommendation(s)

The Cabinet is asked to note the debt write-offs for quarter 1,2 and 3 of 2010/11 as
detailed in the report and that a number of these debts will be publicised in accordance
with the policy agreed by Minute 69 (6 November 2007).

Reason(s)

As a matter of good financial practice and to accord with the Council’s Financial Rules.

Comments of the Chief Financial Officer

The Corporate Director of Finance and Resources has confirmed that relevant financial
issues are set out in section 8 of the report.

Comments of the Legal Partner

The Legal Partner has confirmed that relevant legal issues are set out in section 9 of the
report.

Head of Service: | Title: Contact Details:
David Graaff Head of Revenues | Tel: 020 8724 8774
& Benefits E-mail:
David.Graaff@elevateeastlondon.gov.uk
Cabinet Member: | Portfolio: Contact Details:
Councillor Geddes | Finance, Revenues | Tel: 020 8227 2892
& Benefits E-mail: cameron.geddes2@lbbd.gov.uk
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Background

The Income & Collection section and the Rents and Benefits Sections are
responsible for the collection of the vast majority of debts falling due to the Council
by way of statutory levies and chargeable services. Whilst measures are taken to
collect all debts and levies due, it is invariably the case that some debts will remain
unpaid, even after concerted efforts have been made to collect them.

In order that the Council can take proper account of debts that will actually be paid
and also take account of debts that are unlikely to be paid, the writing off of
uncollectible debts are carried out on a regular basis. This way the Council is able
to take account of just those debts that it knows will be paid, whilst making some
provision within its accounts for debts that are unlikely to be paid.

Policy for write off of irrecoverable debts & unclaimed credits

The processes and procedures in place for managing and recording debts written
off are governed by the Council’s write off policy. The purpose of the policy is to
establish a framework to regulate the write off of irrecoverable debts and long
standing unallocated and unclaimed credits.

Adherence to this policy will ensure that there is always consistency and probity
adopted in the procedures of debt and credit write offs and that best practice is
followed in:

e Debt collection and recovery
¢ Accountancy code of practice
e Audit controls

Authorisation to write off debts
Authority to write off debts and credits is delegated to the Chief Financial Officer by
the Council’'s Constitution. Further delegation is made via the constitution and is

specified below:

e Upto£2,000 Group Managers
e £2.000.001to£10,000 Head of Barking & Dagenham Direct

e Over £10,000 Corporate Director of Customer Services or the
Corporate Director of Finance and Commercial

Services
These authorisation levels are strictly adhered to for all write offs.
Current Position
The net value of debts written off for the first quarter (Q1) of 2010/11 (i.e. April 2010
—June 2011) was £110,389.53 as shown in table 5 of appendix A.
The net value of debts written off for the first quarter (Q2) of 2010/11 (i.e. July 2010
— September 2011) was £45,382.67 as shown in table 6 of appendix A.

The net value of debts written off for the first quarter (Q3) of 2010/11 (i.e. October
2010 — December 2011) was £829,921.52 as shown in table 7 of appendix A.
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The total debt write off for 2010/11 now stands at £985,693.72.
Points to note from debt write off tables (Appendix A)

Council Tax and Business Rates are both statutory debts and for the most part,
regular monthly write offs take place.

General Income debts relate to debts raised for chargeable services that the
Council either provides as a statutory duty or as a service where no other providers
are available to provide a similar service.

Home Care and Residential Care debts are also dealt with within the General
Income section and are shown separately.

Housing Benefit overpayment debts written off relate to relevant adjustments in this
area.

Former tenant arrears relate to previous occupation of rented Council housing.
Publication of individual details of debts written off

A number of Authorities publicise the details (names, addresses etc.), of residents
who have had debts written off. In the vast majority of cases, these debts have
been written off where the debtor has absconded.

The Cabinet agreed in November 2007 (Minute 69, 6 November 2007) that a list
showing the details of debtors, who have had debts written off, would be attached to
this report. A list has been attached at Appendix B. The list has been limited to the
top ten debts only

As was previously outlined within the 6" November 2007 Cabinet report, It was
recommended that the following types of debt write offs are excluded from this
publicised list:

a) Debts that have been written off following a corporate complaint being upheld

b) Debts that have been written off due to the debtor falling within one of the many
vulnerable groups (e.g. elderly, disabled, infirm etc.)

c) Where the original debt was raised in error

d) Where debts have been written off, but no legal action has been taken to prove
that the debt was legally and properly due

e) Where the debt has been written off following bankruptcy or insolvency action
(the majority of these cases will be individually publicised)

The exclusion of the category of debts listed above will eliminate the possibility of
any unnecessary and potentially costly legal challenges from debtors, who take
issue with their details being publicised. It is intended that where the details or
whereabouts of debtors become known following publication, those debtors will be
pursued as far as is possible, to secure full payment of the debt.
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The list provided at appendix B does not include any debts or debtors that fall within
categories a-e above, so the list as it stands can be publicised after the removal of
date of birth and national insurance number details.

Ongoing debt recovery and tracing work

It should be noted that debt recovery and tracing work is an ongoing activity within
the Income & Collection and Rents & Benefits section. Some form of tracing work
continues on debts even after the debt has been written off. We have a number of
management tools to find debtors, including national systems such as Experian. In
many cases, tracing and follow-up work can continue for up to a year after the debt
has been written off (e.g. in the case of higher debts) and debtors have been known
to resurface up to five years after a debt has been written off.

Where debtors are located either by ourselves or other departments, for example
often Tenancy audit find debtors, the section who owns the debt is advised and the
recovery process can be resumed. The debt is often written back on so that legal
action can commence or be restarted from where it was left.

Every effort is being made to support customers and minimise debt. A multi-
disciplinary rent panel has been established to look at each individual case and take
appropriate action. A business process re-engineering exercise has been carried
out on temporary accommodation and income recovery procedures, to ensure the
appropriate use of resources and efficient streamlined procedures are in place in
preparation of the implementation of Capita I.T. system. This system will provide
robust data for better charging, quicker response time, and improvement in
customer experience.

Financial Issues

All debts written off, will have been provided for within the Council’s Bad Debt
Provision and as such there should be no specific financial implications. However,
there is the possibility that unforeseen and unplanned additional write offs occur,
which lead to the value of debts written off in any year, exceeding the agreed bad
debt provision.

Where this is likely to happen, this quarterly report will act as an early warning
system and will enable additional control measure to be agreed and taken, to either
bring the situation back under control, or to make appropriate adjustments to the
bad debt provision.

Legal Issues

It was decided at the meeting of 6 November 2007 of the Cabinet to publish the
names of debtors whose debts have been written off subject to certain exceptions
set out in the report. The publicising of the names of debtors constitutes processing
of their personal data under Data Protection Act 1998 (DPA). In order to process i.e.
publish this information lawfully the legislation sets out a number of requirements
the most pertinent being that processing must be fair, lawful that any one of the
permissible grounds listed in schedule 2 DPA be found.
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The relevant ground in schedule 2 DPA to the publication of debtor names is that
‘the processing is necessary for the purposes of legitimate interests pursued by the
data controller or by the third party or parties to whom the data are disclosed,
except where the processing is unwarranted in any particular case by reason of
prejudice to the rights and freedoms or legitimate interests of the data subject’. This
means that the Council may lawfully publish the data on the basis that it is thereby
pursuing some legitimate interest.

One possible interest through publication may be the identification of named
debtors who the Council could then pursue to recover the debt. The Council must
also be satisfied that no prejudice to the rights and freedoms of the data subjects
(named debtors) would be occasioned by the publication. The Legal Partner has not
seen any basis for suggesting such prejudice would be occasioned. If any individual
had concern as to publication of their details they could raise objection with the
Council who could then revisit the issue in the light of the legal considerations here
outlined.

It is not suggested that the debtors named have committed any offence in which
case the data would be ‘sensitive’ personal data requiring an further additional
ground form schedule 3 to be also identified. This aspect can thus be discounted.
It has been highlighted in previous reports that the sums being written-off in the
report were quite substantial. This report is no different. Members will be concerned
as to what efforts are being made to recover debts before they are written-off.

The Legal Partner for Corporate Law has advised that a summary of efforts to
recover bad debt are addressed in these reports. The report author has indicated
he is unable to do so for this report but can in relation to future reports. This will
hopefully give Members confidence that debt is only being written off after the fullest
efforts to recover have been made.

Other Implications

Risk Management

No specific implications save that of this report acting as an early warning system to
any problems in the area of write off’s.

Background Papers Used in the Preparation of the Report:
None
List of appendices:

» Appendix A — Debt Write Off Tables

» Appendix B — Top 10 Debts Written Off






Debts written off during 2006/7

Appendix A

Table 1
Housing General Former Home Residential
Write Offs Benefit Income Tenant Council Tax NNDR TOTAL
Care Care
Debts Arrears
2006/07 £74,086 £209,571 £698,423 £32,234 £98,608 £1,965,030 £82,256 £3,160,208
Debts written off during 2007/8
Table 2
Housing General Former Home Resident
Write Offs Benefit Income Tenant . Council Tax NNDR TOTAL
Care ial Care
Debts Arrears
2007-8
Totals £335,194 | £165,413 £373,275 £ - £10,543 f 668,163 £169,657 £1,722,245
Debts written off during 2008/09
Table 3
Housing General Former Home Residential Council
Write Offs Benefits Income Tenant Rents NNDR TOTAL
Care Care Tax
Debts Arrears
2008-9
Totals £413,313 | £1,170,066 £641,637 £2,530 £693 £1,661 £435,088 £106,629 £2,771,617




Debts written off during 2009/10

Table 4
Housing General Former Home | Residential | Council
Write Offs Benefits Income Tenant Rents PSL Care Care Tax NNDR TOTAL
Debts Arrears Homeless
2009-10
Totals £243,546 £361,613 £383,789 | £2,595 £182,353 £560 £11,721 £688,274 | £734,355 £2,608,808




Table 5
Debts Written Off during 2010/11 Quarter 1

General

Former

Write Offs "'°“s‘!‘9 Income Tenant Rents PSL Home Care Residential Council Tax NNDR TOTAL
Benefits Care
Debts Arrears Homeless
g;ser £11.384.98 | £2945552 £671.87 £478.16 | £40,646.79
o Over
< ok £4.864.39 £4,864.39
< Over
< 10k £26,398.78 | £26,398.78
Total | £11,384.98 | £34,319.91 £0 £0 £0 £0 £0 £671.87 £26,876.94 | £71,909.96
gznser £10,190.21 | £3,876.15 £771.90 £2062.72 | £10,331.74
o
< gz"fr £2220.00 | £13,844.82 £16,064.82
>
[}
s Over
£10k £0
Total | £12,410.21 | £17,720.97 £0 £0 £0 £0 £0 £771.90 | -£2,962.72 | £26,396.56
g;ser £6.310.97 | £3426.71 £15.76 £55.87 | £9,675.05
o Over
3 ok £2 407.96 £2,407.96
3 Over
3
£10k £0
Total £6,319.97 | £5,834.67 £0 £0 £0 £0 £0 £15.76 -£55.87 £12,083.01
%‘;’f:’ 1 £30,115.16 | £57,875.55 £0 £0 £0 £0 £0 -£1,459.53 | £23,858.35 | £110,389.53




Table 6
Debts Written Off during 2010/11 Quarter 2

General

Former

Write Offs "'°“s‘!‘9 Income Tenant Rents PSL Home Care Residential Council Tax NNDR TOTAL
Benefits Care
Debts Arrears Homeless
g;ser £40379 | £1564.76 £41.83 £63.68 | £1,863.04
o Over
2 fok £3564.34 £3,564.34
= Over
10k £16,049.00 £16,049.00
Total £403.79 | £21,178.10 £0 £0 £0 £0 £0 £41.83 £63.68 | £21,476.38
gznser £0.57 £517.88 £0.35 £518.10
= Over
i ooy £2 736.81 £2,736.81
3 Over
<
£10k £0
Total £0.57 £3,254.69 £0 £0 £0 £0 £0 -£0.35 £0 £3,254.91
g;ser £5236.06 | £4.427.70 £22.61 £9,641.15
e Over £3759.09 | £7250.24 £11,010.23
& £2k
[}]
N Over
£10k £0
Total £8,996.05 | £11,677.94 £0 £0 £0 £0 £0 £22.61 £0 £20,651.38
%‘)‘;’f:’ 2 £9,400.41 | £36,110.73 £0 £0 £0 £0 £0 £64.79 -£63.68 £45,382.67




Table 7
Debts Written Off during 2010/11 Quarter 3

Housin General Former Residential
Write Offs Benefitg Income Tenant Rents PSL Home Care Care Council Tax NNDR TOTAL
Debts Arrears Homeless
gznser £2045.99 | £21,330.88 £27.925.25 £2 949 47 £55,151.59
o Over
< fok £5 583 .54 £5,583.54
8 Over
£10k £0
Total £2,945.99 | £21,330.88 £0 £27,925.25 | £5,583.54 £0 £0 £2,949.47 £ £60,735.13
lEJZnISer £11,763.88 | £27,460.35 | £35126.95 | £3.299.93 £478.42 £24.379.20 | £102,508.73
= Over ¢
q ook 735076 | £7,000.98 | £90,174.48 | £4,464.62 £109,181.84
3 Over
£10k
Total | £19,114.64 | £34.470.33 | £125,301.43 | £7,946.55 £0 £0 £0 £478.42 | £24,379.20 | £211,690.57
gznser £1300.11 | £29,982.96 £18,101.88 £110.82 £1414.76 | £50,910.53
= gz"ker £2,983.95 £70,823.22 £68,785.30 | £142,592.47
[$)
[}]
(= Over
10k £363,992.82 | £363,992.82
Total £1,300.11 | £32,966.91 £0 £88,925.10 £0 £0 £0 £110.82 | £434,192.88 | £557,495.82
19;‘;?5”3 £23,360.74 | £88,768.12 | £125,301.43 | £124,796.90 | £5,583.54 £0 £0 £3,538.71 | £458,572.08 | £829,921.52




Table 8

Debts written off during 2010/11

Housing General Former Home | Residential Council
Write Offs Benefits Income Tenant Rents PSL NNDR TOTAL
Care Care Tax
Debts Arrears Homeless
2010-11
Totals £62,876 £182,754 £125,301 £124,797 £5,584 £0 £0 £2,014 £482,367 £985,694




Top 10 debts written off in Quarter 3

NAME ACCOUNT AMOUNT DEPARTMENT REASON

NUMBER
Phoenix line Ltd 200215284 £140,231.80 NNDR Company gone into liquidation.
Parts Plaza (UK) Ltd 200055868 £68,595.00 NNDR Company gone into liquidation
First London Power Ltd 200244802 £47,496.20 NNDR Company dissolved
Mr Alan Andree 200062699 £35,418.06 NNDR Rate payer gone away. Trace

unsuccessful.

Razpec Beds Direct Ltd 200219002 £19,010.70 NNDR Company dissolved
Ethos Recycling Ltd 200233473 £17,431.03 NNDR Company gone into administration
White Pack Limited 200224107 £16,962.09 NNDR Company dissolved
Bespoke Envelopes Direct 200136842 £15,976.75 NNDR Company gone into administration
Ltd
Lap Bodyworks Ltd 200229432 £14,779.16 NNDR Company dissolved
John W Hannay & Co Ltd 200223593 £13,698.28 NNDR Company gone into liquidation

Appendix B




