Report of The Strategic Director of Customer and Support Services

Re: Business Rates Write-Off arrangements
1. Background

The Business Rates Section continues to make progress in utilizing their computer system (Pericles) in the collection of outstanding debts. This is a challenging exercise and while the team strive to collect all outstanding debts there are some that are beyond the recovery process and fall in to the category of those that need to be written off.

Listed below are the arrears as at 1st April 2005 and work is continuing to collect as much of this as is possible. 

Business Rate Arrears as at 1st April 2005

	Year
	Amount outstanding

£

	1992/3
	107.95

	1993/4
	-

	1994/5
	1,338.71

	1995/6
	5,906.62

	1996/7
	6,618.44

	1997/8
	828.41

	1998/9
	16,791.93

	1999/0
	19,194.79

	2000/1
	24,385.24

	2001/2
	48,023.92

	2002/3
	101,200.72

	2003/4
	269,683.61

	2004/5
	1,776,134.92

	Total
	2,270,215.26


2. Action required

2.1 At Appendix 1, Members will find details of business rate liabilities to the value of £328k where it is considered that the debt is irrecoverable. This debt generally falls into the following categories and in all cases has reached a stage where despite extensive effort to collect these monies, the amounts remain unpaid. The categories are as follows:

· Where the debtor has absconded and has been unable to be traced.

· Where a business has ceased to trade and the debtor has no traceable assets.

· Where the debtor has been declared bankrupt or a limited company has entered into insolvency.

· Where the debtor is subject to Receivership or an Administration Order.

2.2 The write-off of this debt has been provided for in terms of bad debt provision and if agreed would be a major step towards quickly improving this situation, allowing officers to focus on recoverable debts. 

2.3 For their information at Appendix 2, Members will find a copy of the write-off strategy for business rates.

3. Recommendation

Members are requested to approve the write-off of irrecoverable business rates liabilities highlighted at Appendix 1. 

Alan Westwood

Strategic Director of Customer and Support Services

Appendix 1

Analysis of proposed Write Offs

	Type
	No of Cases
	Amount £

	Absconders
	32
	65,495.61

	Ceased to Trade
	14
	64,108.80

	Bankruptcy
	3
	30,102.22

	Liquidation
	7
	145,581.95

	Receivership & Administration
	7
	22,584.05

	
	
	

	Totals
	63
	£327,872.63


Appendix 2

Write Off Strategy-Business Rates
Objectives:

The objective of this policy is to ensure that all reasonable steps are taken to recover any outstanding Business Rates before it is considered for write off.

An outstanding Business Rate debt can be considered for write off if it falls into any of the categories listed below

· Absconded

· Deceased

· Bankruptcy

· Liquidation

· Ceased to trade

· Statute barred

· Individual Voluntary arrangement and Company Voluntary arrangements

· Remitted by the Magistrates Court

Method of recovering Business Rates
A bill would be issued which in most cases a business rate payer would elect to pay by monthly instalments although other options are available i.e.  half yearly or in a lump sum.

Monthly reminder notices are generated for those business payers who fall  behind with their instalments showing the amount they need to pay to bring their payments up to date . If they fail to bring their payments up to date within the timescale allowed a summons would be issued in the Magistrates Court for any balance outstanding plus costs.

If the business ratepayer brings their payments up to date but defaults on a second occasion a final reminder will be issued. Again failure to bring payments up to date will result in a summons being issued.

At each stage the business ratepayer can make an arrangement on any outstanding balance but any default of this arrangement will result in the issue of a summons

Following the issue of a summons if the business rate payer does not pay in full before the court hearing date the authority will make an application for a Liability Order together with costs.

Once the local authority has obtained a Liability Order this gives them various options to recover the debt

· The business ratepayer can make an arrangement with the authority to clear the debt.

· The local authority can forward the details of the debt to one of its three outside bailiffs for collection. The business rate payer would be responsible for any charges made by the bailiffs in respect of the debt.

· Commence proceedings to make the business ratepayer bankrupt. The local authority can apply to the County Court for a petition to make the business ratepayer bankrupt.

· If the business ratepayer is a limited or public limited company the authority can commence proceedings to have the company wound up(Liquidation).The necessary action for this would be taken in the County Court

· Committal to Prison-If an account has been returned by the bailiffs unexecuted “insufficient goods on which to distrain” or the ratepayer cannot be traced the only option for  local authority is either committal or bankruptcy proceedings by issuing a summons to the rate payer if they are a sole trader or in partnership. For Limited companies it will be necessary to go for distress or commence proceedings to liquidate the company. The  rate payer will be required to attend at the Magistrates Court to explain why they should not be committed to prison in default of the outstanding balance. At the hearing the Magistrates will conduct an enquiry into the means of debtor which could result in any of the following:

a) Immediate Committal

b) Suspended Committal coupled with an order for payment

c) Adjourn the case coupled with an order to pay £X per week or month 

d) Adjourn the case for a probation report

e) Remit either part or the whole of the debt

              The debtor may have contacted the authority prior to the hearing 

              and made an arrangement to pay. These cases will be withdrawn 

               by the authority but reinstated if the debtor fails to keep to the  

              arrangement.

              If the debtor fails to attend at the hearing the authority will make   

              make application for warrants of arrest to be issued by the court

              either with or without bail.   

Mandatory Write offs
Certain circumstances exist where it would be normal and reasonable to automatically consider a debt for write off irrespective of the size of the debt.

1 Bankruptcy
Upon notification from the trustee in bankruptcy or official receiver the local authority will complete a proof of debt covering all outstanding charges up to the date of the bankruptcy. Once a claim has been submitted the account(s) should be coded appropriately and submitted for write off. In the case were more than one person is liable for the debt action will be taken against the other liable person for any monies due.

This type of debt ranks as an unsecured debt and it is unlikely that any payment will be forthcoming from the trustee in bankruptcy. If full or part payment is received the money will be credited back to the relevant account.

2 Individual Voluntary Arrangement 
This is an alternative course of action available to an individual wishing to avoid the restrictions made by a bankruptcy order. It involves the debtor making an offer to all creditors which is less than the full amount of the debt outstanding to be repaid over a period of time in full and final settlement. If 75% of the creditors in value agree to the offer as an alternative to bankruptcy the arrangement is administered by an insolvency  practitioner. There is no discretion to be included in such an order once 75% of creditors in value have agreed  to it and the debt to be included id any debt falling due at the date of the order. If the debtor fails to keep to the agreement made in the order any of his creditors can subsequently petition for there bankruptcy.

3 Liquidation
Upon notification from the official receiver or agent acting on behalf of the official receiver the authority should file with the official receiver or agent a proof of debt form of all monies outstanding to the date of the liquidation. Liquidation of a company is were proceedings have been taken by a creditor of the company who have monies owing to.

Once a claim has been submitted the account(s) should be appropriately coded and submitted for write off.

This type of debt ranks as an  unsecured  debt and it is unlikely that any payment will be forthcoming from the official receiver or agent. If any monies are received the money should be credited against the account and the amount written off reduced. 

4 Statute Barred
Certain debts will fall outside of legal jurisdiction either because the debtor may have left the country or 6 years may have elapsed since the debt was incurred and no liability order has been obtained.

Cases of this type are rare but where contact has been made in writing has failed to result in payment or an arrangement to pay they will be recommended to be written off

5 Remitted by the Magistrates
A business rate debt can be remitted by the Magistrates at a hearing when committal proceedings are being considered .If after hearing all the evidence submitted the Magistrates feel that the particular circumstances of the case warrant it they can remit either part or the whole debt. The local authority is not in a position to question any decision made  

Discretionary Write offs
In addition to the circumstances where the Council is legally prevented from taking action to pursue the recovery of monies due, there will be instances where will be instances where recovery cannot be enforced because either:

· The debtor cannot be traced

· Where it is deemed in appropriate to recover the monies on the grounds that it is uneconomical to collect on the basis of value of the debt or on the grounds of an individuals personal circumstance.

1 Absconded
These are cases when the debtor has absconded and unsuccessful attempts have been made to trace them. It is therefore considered impractical to keep the debt on the books and provided the correct procedures have been carried out they will be reported for write off

Before a debt can be considered for write off the following procedures should be carried out:

· Check the Council Tax and Benefits data base to see if the person has re registered at another address within the City

· Check the Business Rates data base to see if they are registered anywhere else within the City

· If the property had been rented check with any landlord or letting agent

· If a Limited Company check Companies House and Equifax for details of the company i.e. names and addresses of directors and position regarding the status of the company 

· Have the property inspected /make enquiries with neighbouring properties

· Make an enquiry via LOCTA if home address of the debtor is known

2 Deceased
When a debtor dies leaving monies outstanding in respect of Business Rates and there are no monies realised from the estate they are considered to unrecoverable and are therefore submitted for write off

Every attempt is made to recover such monies via solicitors acting in the estate.

Write off procedure
A report is prepared for Lead Member and Deputy Lead Member showing the number and value of the cases.

Once approved each individual case is written off the system manually negate the balance on the system and update the cumulative figures.

If at anytime once a debt has been written off the system, information comes to light regarding a debtors forwarding address the write off can be reversed and proceedings to recover the debt continue.  

Reports to Members
Reports will be submitted to Customer & Support Services Lead Member and Deputy Lead Member for approval on an ad hoc basis.  

PAGE  
1

