Report of the Director of Corporate Services

Re: Benefit Overpayments write-off arrangements

1. Background

The high level of benefit overpayment debt came under some criticism in the BFI report and since then considerable efforts have been made to improve the situation. The efforts of the Team were noted within the recent CPA report when positive comments were made about Salford making use of all available recovery methods which include:

· Invoicing customers

· Deductions from ongoing benefit

· Third party deductions

· Debiting the rent account

· Deductions from state benefits

· Actions in the County Court

· Debt collection agencies

Between December 2002 and March 2003, 202 cases have been referred to a collection agency (Phillips) with a value of £104k. At the time of drafting this report £1,128.20 has been collected by the agency.

· Voluntary arrangements with landlords

A recent internal audit report also confirmed that overpayment procedures were well controlled and continued efforts are being made to improve the service. Various new initiatives include our participation within the Greater Manchester DWP Overpayments working group at which we share experiences and good practice with the DWP and other agencies. Members will be aware that in the recent Salford Direct staffing report, changes to the staffing structure were approved which will create a new Assistant Section Leader whose specific role will be focused on overpayment recovery. 

The Overpayments Team’s progress continues to be hampered by the need to manually categorize each overpayment prior to recovery action which is a resource intensive process which absorbs a significant amount of the team’s resources. One of the immediate benefits of the new computerized benefits system will be the resolution of this service weakness as within any new software package this process will be an automated one. The performance indicator that measures overpayments currently shows that during 2002/03 we have recovered only 14% of debts raised during the year. This position is not helped by the lack of progress in making timely decisions to write off irrecoverable debt, an approach widely used by other authorities to enable focus on those remaining debts that can be recovered. 

Current overpayment debt levels stand as follows:

Financial Year
Amount o/s £

1993/94
12,985.87

1994/95
34,906.47

1995/96
38,055.07

1996/97
153,455.96

1997/98
182,126.01

1998/99
397,736.12

1999/00
629,522.02

2000/01
534,974.28

2001/02
741,116.91

2002/03
1,141,363.99

All years
3,866,242.70

Write off action required
1.1 Members will find at Appendix A, details of the approved write off strategy in respect of benefit overpayments. In a similar manner to the write off policy of council tax debt, the policy sets out to identify circumstances where debt is likely to be deemed irrecoverable and proposes to inform Members on a quarterly basis of debt to be written off. It is intended that all future overpayments which are recommended for write-off will have been through the recovery procedures identified.

1.2 The difficulty facing the Authority at the present time due to its inaction in the past in taking prompt write-off action, is that large amounts of irrecoverable debt remains on systems which now needs to be written off. Of the £3.866M shown above, £0.712M has not received any payment towards it since the start of the year and is unlikely to do so. Clearly the current manner in which the Service is measured is by collections against current and previous year’s performance i.e. 2002/03 and 2001/02 as set out by the Audit Commissions Best Value PI’s and it is essential that in considering our future recovery direction we positively seek to reduce our older liabilities so that all overpayment resources can be targeted at the recovery of more recent debt. It is therefore proposed that the £0.712M debt is written off in full so that this may be achieved. Full details of all such cases will be brought before Members at the meeting. In accounting terms these monies are fully accounted for in terms of bad debt provision. 
5.1 Within Benefits administration, it is clear that historically the area of overpayments has taken less of a priority than issues sustaining activity on providing a service to customers to encourage take up, particularly as it is Council priority to tackle poverty and deprivation in our community. It is clear that there is much scope for improving performance in this critical service area. The BFI report has played a pivotal part in highlighting the need for fundamental change in this area and it is hoped that the Overpayments Strategy provides the framework for these improvements to take place. The Strategy also provides the basis for the future reporting of more detailed information to Members on performance related issues and it is intended to provide a more in depth performance report to Members of performance against the 2002/03 action plan on a quarterly report.

6. Recommendations
Members are requested to approve the following matters;

· The write off of irrecoverable overpayments of £0.712M

· The future quarterly in depth reporting of overpayment performance related matters to Members

