Paper for the Meeting of New Prospect Housing Limited Parent Board

August 2006

Agenda Item No.

Former Tenant Arrears

Justin Freeman – Rent Income Team Manager

for decision

1.
Purpose

1.1
To seek authority to recommend to the Lead Member  for Customer and Support Services to write off former tenant rent arrears and write on overpayments as shown in the following report.

2.
General Contents of Report

2.1 The City Council’s policy on collecting former tenant rent arrears is as follows:- 

2.2 All tenants who leave the City Council’s properties owing rent arrears receive an initial letter requesting payment of the outstanding debt. If this is unsuccessful further letters and attempts to contact the debtor are made. 

2.3 Where no forwarding address is provided, strenuous efforts are made to trace tenants using our own records and the services of a private tracing company. 

2.4 Where the pursuance of the debtor does not result in the tenant paying off the debt or making a suitable arrangement to pay, the matter is then referred to a private debt collection agency. They take on the debt and collect payments on our behalf on a commission only basis. 

2.5 Former tenant rent arrears are only recommended for write off when all efforts to trace the tenant and/or secure payment have been exhausted. 

2.6 Most companies write off debt throughout the year, New Prospect have decided to seek authorisation from the Lead Member for Housing to write off debts on a quarterly basis, this is in line with audit commission good practice. 

3 Reasons for write off are listed below: -

3.1 Group Manager Recommendation

This is usually where there is a dispute over the termination date of the tenancy and the Group Manager agrees to waive rent charges for a period.

3.2
Tenant Deceased

Where the tenant has died and there is no estate to claim from.

3.3
No Trace

Where the tenant has left without providing a forwarding address and we are unable to trace one.

3.4
Emigrated

Where the tenant has left the country.

3.5
Uneconomical 

It is considered uneconomical to pursue low value debts if our initial letter is unsuccessful.

3.6
Statute Barred

The debt is over 6 years old.

3.7       Elderly

Where the tenant has been admitted to an elderly person’s home and there are no funds to repay the debt.

3.8
Debt Agency recommendation

Where the case has been referred to the debt collection agency but they have been unable to secure an agreement to pay.

3.9    
Bankruptcy

This is where the tenant has been made bankrupt.

3.10    Care on Call


Care on call is the charge made for Warden and Mobile Warden Services. These are normally written off due to Death, Uneconomical to pursue or elderly. These charges are monitored and recommended for write of by New Prospect’s Finance and Admin Section and are reported separately.

3.11
If at a future date we trace a customer, or in some instances customers contact us to make an agreement to clear their debt, we would write the debt back on and set up an agreement for payment.  We also have former tenants who request rehousing from us.  When we register their application a check is made for rent arrears against any addresses they declare.  If they left any rent arrears we would write the debt back onto our records and ask the customer to clear the debt before they are considered for rehousing.  In exceptional circumstances they would be rehoused and an agreement reached to recover the debt on a weekly basis.

4.
Options/ Risks

4.1
It should be noted that this report covers the first quarter of this financial year 2006/07 . 

4.2 Former tenant rent arrears listed below are considered irrecoverable:-

	Area
	£

	Eccles/Irlam
	26,802.17

	Salford North
	13,019.92

	Salford South
	20,919.37

	Swinton
	11,226.35

	Worsley/Little Hulton
	22,909.16

	Care on Call
	1,586.35

	Total
	96,463.32


4.3
Reasons for the recommended write offs are as follows: -

	Reason
	Value
	Number of Cases

	Tenant Deceased
	23,557.09
	73

	No Trace
	14,169.69
	12

	Uneconomical
	8,463.73
	53

	Elderly
	2,053.80
	14

	Debt Agency Recommendation
	44,395.27
	49

	Debt Disputed
	1,153.54
	4

	Care on Call
	1,586.35
	26

	Emigrated
	1,083.85
	1

	Total
	96,463.32
	232


4.4
In addition to the above arrears cases, former tenants overpayments listed below are recommended for write on: -

	Area
	Value
	Number of Cases

	Eccles/Irlam
	47.80
	1

	Salford North
	40.00
	1

	Salford South
	0
	0

	Swinton
	0
	0

	Worsley/Little Hulton
	10.00
	1

	Total
	97.80
	3


4.5 The City Council maintains a bad debt provision for dwellings rents against which this write off will be charged.  The provision is calculated by reference to ODPM guidelines and any additional contributions are funded by the Housing Revenue Account. As this is the first quarter of this financial year, we will be within any agreed tolerances. 

4.6  Further comparator data has been requested and is available as follows:

The write off being recommended in this report is equivalent to 3.2% of Former Tenant Arrears.

The write off amount recommended in this report is equivalent to 0.13% of the gross projected debit for this financial year, As this is the first quarter for reporting there is no accumulative figure, however this will be reported in forthcoming write off reports for the year.  

Below is contained some comparable information for 2005/6 from other local authorities or ALMOs write off as a percentage of their gross debit.

First Choice Homes (Oldham)
0.90%

Rochdale



0.61%

Bury MBC



1.0%

It should be noted that the other organisations used for comparison in the last report – Wigan & Leigh Housing, Golden Gates Housing, Bolton at Home, Twin Valley Homes  have not published figures for 2005/6, we have therefore used other organisations who have published up to date information as our benchmarking group. 

5.
Implications for the Key Themes of Customers at the Centre of the Business, Equalities & Diversity and Value for Money

5.1
It is crucial to providing Value for Money that New Prospect recognises that to continue to pursue former tenant debt when there is so little chance of recovery would be uneconomical and would not demonstrate value for money.   

5.2 Added to this it is important that New Prospect ensures that its own internal processes     are robust and  that those accounts recommended for write off have been pursued effectively and that the write off is justified. 

5.3      With this in mind it is also just as  important that New Prospect ensures that it effectively and robustly pursues former tenant debt to ensure that payments are made when debts are deemed to be recoverable. This action has resulted in payments totalling £115,806.40 being paid to former tenant accounts in this quarter.

5.3  The comparative performance trial reported on in the last former tenant arrears write off report has now  been completed. The results of which are now being analysed  and a report is to be compiled outlining the results and making recommendations for a preferred agency, this report will be available for the nest Parent Board meeting. This combined with regular monitoring of the Service Level Agreements that have been implemented recently with the agencies will demonstrate value for money in relation to this aspect of former tenant arrears pursuance.

5.4 Further improvements to the way the former tenant arrears service operates are being considered including:

· the commencement  of surgeries in Area Offices to improve access for customers.

· using BACS payments to automate payment from the debt collection agencies which will reduce the time it takes for payments to reach former tenant accounts.  

6.
Recommendations

6.1
That former tenant rent arrears totalling £96,463.32 be referred to the Lead Member Lead Member  for Customer and Support Services  to be written off as irrecoverable

6.2
That former tenant overpayments totalling £97.80 be referred to the Lead Member  for Customer and Support Services to be written on to the Housing Revenue Account.

7.
Next Steps

7.1
Following the approval of the Parent Board this matter will be referred to the Lead Member  for Customer and Support Services.
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