DEBT MANAGEMENT STRATEGY
1 SCOPE 

1.1 This document covers the collection of Council Tax, National Non-Domestic Rates (NNDR), Housing Benefit overpayments and sundry debts
2 
OBJECTIVES
2.1 
The objectives of this strategy are to

· Enable sums due to the Council to be collected in a cost-effective and efficient way while maintaining a high level of customer care. 
· Meet the performance collection targets set by the Council, and to

· Meet the standards expected by the Audit Commission and external auditors.
3 
DETAILS
3.1 
The processes for recovery of the different types of debt are set out in Appendix 1.

3.2 
The aims of the strategy may be achieved by:

· Targeting and monitoring the use of staffing and other resources

· Clearing the books of uncollectible debt

· Ensuring that the debts raised are accurate and valid

3.3 
The Council needs to achieve a balance between maintaining a reputation as an organisation which will pursue debts owed to it against a position of wasting time and resource in recovery of debts that are very small or will prove impossible or unreasonably costly to collect.

3.4 
Apart from the marginal costs of postage and officer time in dispatching reminder notices there are no additional resources used in the system-generated follow-up of debts outstanding as described in Appendix 1. All debts should therefore be pursued at least to this point.

3.5 
Where a debt is proving difficult to collect breakthrough can be made by contacting the debtor in person. To this end those taking details from council tax or NNDR payers or originating invoices for sundry debts need to gain as much information from the customer as possible. This should include full first name(s) and contact telephone numbers including mobile numbers.

3.6 
A recovery timetable is produced at the beginning of each year for council tax and NNDR recovery and should make best use of the available court dates. As at present reminders and consequent summons dates must be scheduled for the earliest practicable date following non-payment of an instalment.

3.7 
The current practice of permitting rescheduling of payments only if the liability may be cleared within the current financial year should be continued.

3.8 
Action to recover sundry debts and housing benefit overpayments may be made in the County Court but it is only when a judgement has been secured that the costs of pursuing the debt may become recoverable. An assessment of the likelihood of securing a judgment and the possibility of actually recovering funds and costs incurred should be made before proceeding with legal action.
3.9 
A letter before action from an external solicitor will sometimes be successful. However the cost of this should be taken into account. Currently the cost of such a letter is £15, which can only be recovered once judgement is secured. There will be exceptions but in general it is not recommended that these are used for debts below the sum of £50.

3.10 
External solicitors’ current advice is that it is not worth pursuing debts through the County Court which have a value of less that £150. Again, there will be exceptions but actions to pursue small debts through the courts should be justified on a case by case basis.

	Comment:

It may not be cost effective using External Solicitors but what about Internal staff or External credit Collection Agencies?



	Response:

Our existing bailiff companies would collect these debts by writing to and visiting the debtor, but they would charge commission. One of the firms would charge 20% on the amount recovered but would only visit on debts above £100. The other firm would collect on any size of debt but would charge commission of 30%.

We have recently started to register debts on-line using internal staff so this is another option that can be used.




3.11 
All debts should be reviewed systematically to ensure that effective action is being taken. Higher value debts should be reviewed more frequently and the top 50 or so debts targeted for specialist action. By doing this resources can be used effectively.
	Comment:

Reviewed systematically is too vague. Debts should be reviewed monthly as a minimum.



	Response:

We run reminder programs on a monthly or weekly basis depending on the type of debt. For those debts that have been passed out to enforcement agencies those agencies review the debts and we monitor their caseload and review their performance.

	Revised paragraph:

All debts should be reviewed on at least a monthly basis to ensure that effective action is being taken. Higher value debts should be reviewed more frequently and the top 50 or so debts targeted for specialist action. By doing this resources can be used effectively.


3.12 
In some cases the debtor will be unable to pay as opposed to being unwilling to pay and for the former cases it may be necessary to accept an agreement to pay over a long period. This is more likely to be the position in the case of housing benefit overpayments. Such arrangements need to be kept under regular review to monitor changes in circumstances which could affect the debt repayment schedule and to ensure that the payment schedule is met.
3.13 
The costs of collecting debts must be monitored to ensure that the action being taken is still economic. On an individual basis an assessment of recovery of the costs incurred must be considered, particularly in the case of sundry debtors and housing benefit overpayments where external solicitors are being used.
3.14 
Where external solicitors are used to make charging orders or bankruptcies against non payment of council tax these costs are monitored on a case by case basis and included in the recovery claim.

3.15 
Where the debtors system does not facilitate this monitoring it needs to be done manually. With effect from the financial year 2007/08 individual debtor invoice numbers will be recorded against bills paid to external solicitors to make the monitoring of costs incurred simpler. Currently costs of individual cases are monitored via the ‘narration’ screens on the debtors system.
	Comment:

What does this mean?



	Response:

There is no facility to record costs on individual account screens within the debtors system. To work around this staff have used the ‘notes’ screen to record costs incurred, whether these are court fee payments or charges by recovery agencies.


3.16 
There is a responsibility upon originating departments to ensure that the sundry invoices they raise are valid and payable, and that they provide the Recovery Section with the information that is required to recover the income. From time to time invoices are disputed and if this occurs they will be referred back to the originating department for resolution. It is not an effective use of the recovery section’s time to act as go-between.
3.17 
Some debts will prove impossible to collect. The economic option for small debts that have not been paid after the automated process has been exhausted will be, in most cases, to write them off leaving staff resources available to deal with higher value debts. In some cases though the Council may have some leverage against the debtor and this should be considered before writing off the debt. An example of this could be a housing maintenance recharge that has to be cleared before a tenancy move would be approved.
3.18 
Other cases need to be considered on their merits taking into account matters such as the possibility of locating the debtor and effecting recovery of the sums outstanding.

3.19 
Appendix 2 sets out some areas of good practice for debt recovery.

4 
ROLES AND RESPONSIBILITIES
4.1 
The Resources Policy Panel will approve the strategy and oversee its annual review.
4.2 
Management Board will be asked to recommend the proposed strategy to members.
4.3 
The Chief Financial Officer (Director of Corporate Resources) is responsible for ensuring that accounts for debts due are properly rendered and that monies received are accounted for appropriately (Financial Procedure Rule 21).
4.4 
Originating departments need to provide accurate information to the Recovery Section to allow them to pursue the debt effectively.

4.5 
The Recovery Section are responsible for implementing the strategy, noting any areas of difficulty and recommending change and improvement where appropriate.
5 LINKS TO OTHER PLANS AND STRATEGIES
5.1 
This strategy links to the Council’s Financial Plan as the timely receipt of income has a direct impact on the Council’s cash-flow.
Appendix 1
Debt collection and recovery procedures


Council Tax

1
The council tax recovery procedure is backed by a statutory regime that uses the magistrates’ court rather than the county court (as for other debts).

2
If a council taxpayer misses an instalment, a reminder notice is issued, giving them a minimum of 7 days to pay and informing them that if payment is not received, the full year’s tax will become due.  Where payment is not made, a ‘complaint’ is made to the magistrates and a summons issued to the taxpayer to appear before the local court,  At the hearing, the Council applies for, and is usually granted, a liability order (which includes an element for costs).
	Comment:

Surely a maximum of seven days?

	Response:

Council Tax Enforcement Regulation 23 (3) requires that we give taxpayers 7 days in which to bring their instalments up to date and if, within a further 7 days of that period ending the instalments are still not up to date then the remaining balance for the year becomes due in advance.

	Revised paragraph:

If a council taxpayer misses an instalment, a reminder notice is issued, giving them a maximum of 14 days to pay and informing them that if payment is not received, the full year’s tax will become due.  Where payment is not made, a ‘complaint’ is made to the magistrates and a summons issued to the taxpayer to appear before the local court,  At the hearing, the Council applies for, and is usually granted, a liability order (which includes an element for costs).


3
A liability order enables the Council to request information from the debtor such as where they work and how much they earn, in order that the recovery section can assess the most effective means of enforcing the debt.

4
Where the Council is aware of a debtor’s employment details, an Attachment of Earnings Order will be served to clear the debt.  Similarly, where the Council is aware that a debtor is in receipt of either Income Support or Job Seeker’s Allowance, an Attachment Order will be sent to the Department of Work and Pensions (DWP) and deductions will be taken from their benefit to clear the debt.

5
In all other cases, a statutory “14 Day Letter” will be sent to the debtor.  This advises the debtor that unless they either pay the debt, or enter into an arrangement to pay it, the matter will be referred to a bailiff.

6
Although the bailiffs are successful in most cases, some are inevitably referred back to the Council as they are unable to make contact with the debtor.

7
When this happens, the Council can apply for a warrant of commitment which can lead to imprisonment or remission of the debt.  (The courts have proved  unwilling to imprison council tax debtors, and are more likely to remit the debt.)  Alternatively, if the debt is over £750, the Council may apply to bankrupt the individual.  If the debt is over £1,000, and the debtor owns their property, the Council can obtain a charging order which secures the debt against any equity in the property.

8
Where a taxpayer absconds, the Council will attempt to trace their new address.  Initially a LoCTA (Location of Council Tax Absconders) search is done. This is a data-sharing software system to which most local authorities subscribe. It searches other authorities’ council tax and benefit databases for a match on the debtor. If 
the LoCTA search is unsuccessful, a National Anti-Fraud Network search is undertaken. If the taxpayer is traced, the action resumes where it left off. If not, the debt (depending on size and age) will be put forward to a further tracing agency before being recommended for write-off.
9
Progress on all debts subject to a liability order obtained during the year is reviewed on at least a quarterly basis.  The most difficult and substantial debts - normally those that ‘cross’ financial years - are also subject to regular, systematic review.
	Comment:

“regular, systemic review” sounds good, what does it mean?

	Response:

This means monthly.

	Revised paragraph:

Progress on all debts subject to a liability order obtained during the year is reviewed on at least a quarterly basis.  The most difficult and substantial debts - normally those that ‘cross’ financial years - are also subject to monthly review.



NNDR

10
The NNDR debt recovery procedure is the same as for council tax except that attachment of earnings is unavailable and, rather than apply for bankruptcy, a business can be forced into liquidation.


Sundry Debtors
11
A debtor will be sent a reminder three weeks after the original invoice.  After a further two weeks, a debt recovery notice will be issued threatening legal action.  In some cases arrangements to pay are made.
12
If the debt is still outstanding, the matter is referred to external solicitors who will send a “letter before action”. If this does not produce a response, a claim will be issued to the County Court for judgment to be entered.  

13
Enforcement of the judgment can be by warrant of execution, attachment of earnings, charging order or garnishee.  Under a warrant of execution, only county court bailiffs can be used.  
14
All outstanding sundry debts are subject to a biannual rolling review.

	Comment:

Should be quarterly.



	Response:
Agreed.


	Revised paragraph:

All outstanding sundry debts are subject to a quarterly rolling review.





Housing benefit overpayments
13
The procedure here is generally similar to that for sundry debtors.  
14
However, a large proportion of these debts are recovered by restricting the award of ongoing housing benefit.  Weekly deductions are at rates fixed according to the debtor’s circumstances and the reason for the overpayment, but can be varied by agreement.

15
Housing benefit overpayments may also be recovered by an attachment to DWP-administered benefits, without the need for a court judgment.  

Write-offs
16
The Director of Corporate Resources (in consultation with the appropriate Chief Officer, in the case of sundry debts) may write off individual debts not exceeding £500.  Debts exceeding £500 require the authority of the Executive Committee.
	Comment:

What is the policy for writing off debts? Is there a minimum age etc?

	Response:

No, we require that all channels of economic recovery have been exhausted and each case is treated on its own merits.


Appendix 2
Good Practice

The Council should:-

· take a proactive approach that enables debtors to be aware, at the earliest opportunity, of both their duty to pay and the means by which they may do so

· make sure that staff work  together to provide a co-ordinated approach to debt

· offer a flexible approach to debtors, guaranteeing that enforcement action will be stayed whilst mutually-agreed payments by instalment are maintained

· recognise that special cases and vulnerable persons may require an individual approach 

· monitor the effectiveness of procedures on an ongoing basis

· monitor the costs of the debt recovery process, ensuring that any additional investment in staff and resources produces a satisfactory return in terms of debt recovery 

· carry out a systematic rolling review of all outstanding debts - see appendix 
· treat all customers as individuals

· provide a clear notification to debtors, in Plain English, of what is due 

· send out all bills, notifications and reminders promptly and in accordance with legal requirements

· encourage debtors to contact the Council at an early stage where payment may present problems

· ensure that debtors are aware of the range of payment methods and facilities, as well as the availability of Housing and Council Tax Benefit and of specialist debt advice

· regularly review forms, letters and leaflets to ensure that they are jargon-free and that the message conveyed is clear and succinct

· ensure that procedures for debt recovery, both generic and specific to types of debt, are made clear to staff and are regularly reviewed
· promote a wide range of convenient and accessible payment methods, whilst placing emphasis on the more cost effective, such as direct debit (where software allows)

· in the best interests of both the Council and individual debtors, adhere to a clearly-defined recovery timetable, as appropriate to the type of debt

· ensure that outside contractors such as bailiffs and other collection agencies act legally and within clearly-defined guidelines 

	Comment:

Should be members of the industry association.

	Response:

The Council uses only bailiffs which are members of the Enforcement Services Association (previously the Certificated Bailiffs Association).


· aim to use the most appropriate, and cost-effective method to enforce and recover a particular debt

· where data protection legislation allows, ensure that knowledge of debts and debtors is shared as widely as possible within the Council

· in the case of multiple debts, concentrate on resolving those with the highest priority, such as Council Tax and NNDR, where the debtor’s home or business may be at risk

	Comment:
Why not the highest value?

	Response:

We will change this.

	Revised paragraph:

in the case of multiple debts, concentrate on resolving those with the highest value




· recommend that debts be written off as soon as it becomes clear that they are irrecoverable at reasonable cost

	Comment:

What is the rush?

	Response:

By leaving irrecoverable debts in the accounts this could distort the value of the Council’s current assets.


· negotiate reasonable levels of repayment with debtors, where possible tailoring these to individual circumstances, 
	Comment:

The words “to secure repayment in the minimum time” should be added at the end of this paragraph

	Response:

Agreed

	Revised paragraph:

negotiate reasonable levels of repayment with debtors, where possible tailoring these to individual circumstances, to secure repayment in the minimum time




· monitor payment arrangements, ensuring that debtors are made aware without delay of any failure to pay as agreed

· honour any agreement to discharge a debt, before escalating recovery action
APPENDIX A








