	Part 1 (Open to the public)
	ITEM NO.7




REPORT OF THE LEAD MEMBER FOR STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES



TO THE LEAD MEMBER FOR CUSTOMER AND SUPPORT SERVICES


ON Monday 24th  July, 2006


TITLE : BENEFIT OVERPAYMENTS - Write-off Report


RECOMMENDATIONS :

Members are requested to approve the write-off of the irrecoverable debts mentioned in the attached report.


EXECUTIVE SUMMARY :

The reports provides details of the level of debt as at 31st March 2006 and proposes immediate action be taken to write-off irrecoverable liabilities of £76k


BACKGROUND DOCUMENTS :

(Available for public inspection)

Benefit Overpayments Write-off Strategy in Appendix A


ASSESSMENT OF RISK:

The write-off of irrecoverable debts is an essential part of account administration

	


SOURCE OF FUNDING:

The bad debt provision

	


COMMENTS OF THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES (or his representative):

1. LEGAL IMPLICATIONS




Provided by :None

2. FINANCIAL IMPLICATIONS



Provided by :The level of the bad debt provision has been confirmed

3. ICT STEERING GROUP IMPLICATIONS


Provided by:N/A

PROPERTY (if applicable):

N/A

HUMAN RESOURCES (if applicable):

N/A

	


CONTACT OFFICER :

Stephen Fryer


WARD(S) TO WHICH REPORT RELATE(S):

ALL WARDS


KEY COUNCIL POLICIES:

Best Value; Performance Management; 


DETAILS (Continued Overleaf)

The write-off of irrecoverable debts may affect properties in any Wards in the City

Report of the Strategic Director of Customer and Support Services

Re: Benefit Overpayments Write-off Arrangements
1. Background

The overpayment team continues to make use of all available recovery methods and in accordance with BFI recommendations the write off of debt in a timely manner is promoted; it is with this aim that a request for a write off of benefit overpayment debt is proposed.
At the start of the financial year the level of outstanding debts shown as outstanding stood at £3.6m and although much of this will be recovered there will be some debts that become irrecoverable and the remainder of this reports sets out the propose write off in relation to these debts.
2. Write-off action required
2.1 Members will find at Appendix A, details of the approved write-off strategy in respect of benefit overpayments. The policy sets out to identify circumstances where debt is likely to be deemed irrecoverable. If debts are written off due to the debtor absconding and the debtor is subsequently traced the debt is written back into the recovery framework in accordance with the strategy.

2.2 This is the first set of write-offs proposed for the 2006/07 accounts and includes outstanding overpayments totaling £75,972.73 made up almost exclusively of cases where the debtor is deceased, has absconded or the amount is below the threshold (£40) for recovery action to be taken. This amount is made up of a selection of different benefits as follows: -

	Type
	Total by type

£
	CTB/HB Split

£

	Council Tax Benefit
	4,554.10
	4,554.10

	Private Tenant Rent Allowance
	18,105.60
	

	Council House Rent Rebate
	53,313.03
	71,418.63

	
	
	

	Total
	
	75,972.73

	
	
	

	
	
	


3. Recommendation
Members are requested to approve the write-off of these benefit overpayment debts of £75,972.73.
Alan Westwood

Strategic Director of Customer and Support Services
APPENDIX 1

 Benefit Overpayment Recovery Strategy 

1. Background

1.1 Members will recall that the benefit overpayment recovery strategy had minor revisions agreed during the previous period. However during recent months the benefit overpayment area of work has been remodeled in response to the change in working practices required as a result of the introduction of a new computer system and in response to legislative changes.

1.2 The overpayment strategy agreed by Members during 2002 highlighted the need for weaknesses in this area of work to be targeted and all the recommendations outlined by the Benefit Fraud Inspectorate Report (BFI) 2002 were subsequently successfully addressed.

1.3 Despite the introduction of a new computer system recovery performance has increased significantly during recent periods, due to more resources being aimed at recovery work. This has been achieved as overpayment categorization work has been significantly reduced, due to the automated process available since the introduction of the new computer system. 

1.4  Recent partnership working with AGMA authorities and the work we have undertaken with a consultant has highlighted many of our working practices are parallel with best practices.

1.5  Housing Benefit Overpayment debt levels as at 310306 were valued at £3,611019, when  

       compared to debt levels during 2002 of over £7.1M. This highlights significant progress in                                   

this area that has been achieved through improved timely working practices, use of all recovery methods and the introduction of a realistic write off program. During 2005/06 £1,779,379 was recovered compared with the amount recovered for 2004/05 of £1,264,449 highlighting a significant increase of 41%.

This report and associated strategy sets out a way forward in terms of: 

· our approach to continuing our improvements 

· how recovery actions will be managed and prioritised

· monitoring and control arrangements 

1.5 The enclosed recovery strategy therefore will set out the key aspirations of the service in managing the continued improvement in the overpayment recovery process.

2. Aims and objectives of the strategy

2. 1 The Department of Work and Pensions has produced an overpayment recovery guide to                                                                         assist councils in this area of work and it is therefore felt that the council’s strategy should be closely aligned to their approach.

2.2 Procedures must be in place to minimise the number and value of overpayments created in order to attract subsidy by reducing the level of local authority error and local authority delay overpayments.

2.3 Recovery rates and methods will be continually reviewed and consideration given to cost effective methods of recovery being promoted and rates will be reviewed periodically in accordance with legislation and customer focus.

2.4 Timely write off procedures will be continued with regular information given to Members regarding requests for write offs, these will generally be on a quarterly basis. This will facilitate improved financial management of the accounting provisions.

3. Business Plan 2006/07

3.1 Members will therefore find below details of the actions that are to be taken during 2006/7 to                                       

      continue our overpayment recovery rate performance.

3.2 Continued resource contribution to the Department of Work and Pensions Overpayment User    

       Focus Group, which contributes to the Departments Overpayment Recovery Guide.  

3.3 Procedures must be in place to minimise the occurrence of overpayments in the first instance.

· Implementation of new back office processing procedures with regard to improving timescales in dealing with changes in circumstances received that will generate an overpayment (April 2006)

· Continued quality audits to also include information regarding Local Authority Errors where overpayments have been raised to improve individual staff awareness. (May 2006)

· Continued review of documentation in Plain English format to promote clearly the need for claimants to notify Salford Direct of any changes in circumstances (Ongoing) 

· Continued communications with key stakeholders such as NPHL, Housing Associations, Landlords and advice agencies to ensure that with their support positive action is taken to minimise the occurrence of overpayments (Ongoing)

· Training staff in accordance with the training plan for 2006/07 (Ongoing)

3.4 Recovery rates and methods will be constantly reviewed and cost effective solutions adopted.           

· Recovery profile (shown at appendix 1) is aimed to have all debts where no arrangement has been made within 110 days of debt being created being either referred to a delegated officer for write off recommendation or referral to legal section to commence civil recovery action. (June 2005) 

· Introduction of a pilot scheme of allocating cases where previous efforts have failed to recover the debt to an additional debt recovery agency to compare performance with the current debt collection agency in place with a view to maximising recovery. (July 2006)

· Reviewing performance of debt recovery agencies to ensure value for money and continued improvement maintained. Remittances from the debt recovery agency for period 05/06 have increased to £62.5k compared to £17k during period 2003/04. (Ongoing)

· Referring cases at the earliest legal opportunity to the Department of Work and Pensions for deductions from prescribed ongoing benefits to be implemented where previous recovery methods have failed or are no longer available and ensuring regular payments are received from the DWP. Remittances from the DWP are now paid on a monthly basis by bacs transmission and remittances by this method were £13k for period 2005/06 compared to £3k during 2003/04. (Ongoing)

· Deductions from ongoing housing benefit payments will be annually increased in line with legislation and also intermittently increased periodically as this remains a cost effective method of recovering overpayments by installments in appropriate cases, irrespective of the type of landlord. (Ongoing)

· Quality checks on overpayment work to continue. (Ongoing)

· Liaison with Sundry Debtors team will commence to share good practices (July 2006)

· Liaison with other councils will continue in order to share and adopt best practices. (Ongoing) 

· Revised working practice adopted with regard to landlord blameless tenant recovery in response to legislation effective from April 2006 (April 2006)

· Review of staffing levels to ensure an efficient service is provided. (Ongoing)

· Appropriate BVPI recovery targets will be set with the ultimate aim of achieving top quartile performance in all overpayment areas within realistic timescales.  BVPI targets for 2006/07 have been set as follows:        

	BVPI 79b (i)
	
	
	
	

	
	
	
	
	
	

	Target 2005/06
	Actual  2005/06
	Target 2006/07

	
	
	
	
	
	

	45%
	
	75.11%
	
	82%
	

	
	
	
	
	
	

	
	
	
	
	
	

	BVPI 79b (ii)
	
	
	
	

	
	
	
	
	
	

	Target 2005/06
	Actual 2005/06
	Target 2006/07

	
	
	
	
	
	

	20%
	
	31.81%
	
	33%
	

	
	
	
	
	
	

	BVPI 79b (iii)
	
	
	
	

	
	
	
	
	
	

	Target 2005/06
	Actual 2005/06
	Target 2006/07

	
	
	
	
	
	

	 <10%
	
	4.72%
	
	<15%
	


3.5 Robust Write Off procedures will be continued and timely write off requests referred to 

Members.

· Due to implementation of the new computer system during 2005/06 quarterly requests for write off authorisations were not forwarded to Members. The initial problems associated with this have now been resolved and quarterly requests for write off authorisation will be sent to Members after each quarter ends.  The proposed updated write off policy is shown at appendix 2.

· It is envisaged that a proportion of the pre 2000 debt outstanding valued at £370k will be written off during 2006/07 in accordance with the rolling recovery cycle and it is anticipated that the only debt that will be remaining for this period will be debts where there is a continuing live arrangement in place.

4. Summary

5.1 The strategy provides the structure to promote continuing improvements for the future relating to benefit overpayment recovery.

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

· The adoption of the benefit overpayment recovery strategy and recovery profile to ensure that continued improvement is achieved.

· The adoption of the revised overpayment write-off policy 

· The agreement of the overpayment business plan for 2006/07

Appendix 1

Recovery Profile

Regulations, the Department of Work and Pensions (DWP) procedures and other guidance allow benefit overpayment debt to be recovered in a number of ways including but not restricted to the following;

· Recovery from an ongoing entitlement of benefit, either Housing Benefit or prescribed DWP Benefits 

· Recovery from arrears of benefit due

· Voluntary Arrangements

· Recovery through issuing an invoice

· Direct deductions from the Housing Benefit payable to a landlord in respect of their other tenants in certain circumstances, (the tenant is protected by legislation).

· Debiting the overpayment to the Rent Account in certain circumstances.

· Recovery from credit accounts or from other payments due e.g. compensation payments.

· Registering the debt at the County Court followed by appropriate enforcement action.

 Debtors System Recovery Profile Cycle

Day 1- Invoice produced and issued, invoices issued in appropriate cases immediate deductions from Landlords payments are implemented where voluntary arrangements or guidance allows, e.g. vacation or deceased cases, credit accounts are checked.

Day 15- Reminder Notice produced telephone contact to effect arrangement if possible, reminder issued in all other appropriate cases.

Day 29 – Final reminders produced – DWP contacted with regard to implementing ongoing state benefit deduction from prescribed benefit after 1-month statutory appeal time expired.

Day 42 –If no response refer to debt collection agency in line with current working practices. Debt collection Agency must return debt within 60 days of receipt if no arrangement taken.

Day 103 – Refer for write off or authorisation for civil recovery action to delegated officer

Day 110 – Delegated Officer refers to legal, recommends write off or case placed back into recovery cycle.

At any stage where further information is obtained these actions can be reviewed and appropriate cases can be written off at any stage of the cycle in accordance with the write off policy.
Appendix 2

Write Off Policy - Overpayments of Housing Benefit
Overpayments of Housing Benefit can be created for a variety of reasons.  

· Claimant/Other Error

The claimant fails to inform the Council of a change in circumstances or provides inaccurate details on their claim

· Fraudulent 

The claimant or landlord or third party knowingly & deliberately claims with the intention of receiving more benefit than they are entitled to

· Local Authority Error

The Council fails to act on a notified change of circumstances

· Official Error

The DWP, Job Centre Plus or Pensions Service award benefit incorrectly.

As a result, before it can be decided that an overpayment should be recovered, the Council must identify the reason why the overpayment occurred and decide if the overpayment can be recovered under the Housing Benefit (General) Regulations 1987. The specific regulations state;

Regulation 99: 

(1) 
Any overpayment, except one to which paragraph (2) applies, shall be recoverable.

(2)
[¹ Subject to paragraph (4)] this paragraph applies to an overpayment caused by an official error where the claimant or a person acting on his behalf or any other person to whom the payment is made could not, at the time of receipt of the payment, [² or of any notice relating to that payment] reasonably have been expected to realise that it was an overpayment.

(3)
In paragraph (2), “overpayment caused by official error” means an overpayment caused by a mistake made [⁵, whether in the form of an act or omission,]] by the appropriate authority or by an officer or person acting for that authority or by an officer of the [³ Department of Social Security] or the Department of Employment acting as such [⁶, or a person providing services to either Department] where the claimant, a person acting on his behalf or any other person to whom the payment is made did not cause or materially contribute to that mistake, act or omission.

(4) Where in consequence of an official error, a person has been awarded rent rebate to which he was not entitled or which exceeded the benefit to which he was entitled, upon, the award being reviewed any overpayment of benefit, which remains credited to him by the appropriate authority in respect of a period after the date of the review, shall be recoverable.]

In summary, if it is considered that the claimant could reasonably have been expected to know that they were being overpaid then that overpayment can be recovered even if the error was a local authority error.

Regulations further state that the Authority cannot cause hardship to the claimant or their family, for this reason a recoverable overpayment may not be collected, although in practice it is more likely that the rate of repayment will initially be set at a lower level so as still to recover the debt without causing hardship and later reviewed.

The objective of this policy is to strike a balance between protecting the councils’ financial position and making sure that the regulations and anti poverty issues are addressed.

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. However, Housing Benefit debts can be treated differently from other debts in certain circumstances.  These differences should be used in order to maximise the income available to the Authority.

1. Bankruptcy  

Upon notification of bankruptcy debts will be dealt with in accordance with the legislation that is in place at that time. 

2. Voluntary Arrangements/ Administration Orders

This course of action is an alternative course of action available to an individual wishing to avoid the restrictions placed by a bankruptcy order being made. 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 creditors agree to the offer as an alternative to proceeding for bankruptcy, an insolvency practitioner administers the Voluntary Arrangements with Administration Orders administered by the county court. There is no discretion to be included in the Order once 75% of creditors have agreed to it and the debt to be included is any debt falling due at the date of the Order (accounts not in recovery will need to be apportioned).

Whilst these cases will be monitored periodically for payment, it is accepted as good accounting practice that the account should be written off indicating that the debt can not be enforced or recovered during the life of the order and in many cases is likely to remain unpaid as a result of future default. Once the order is in force the total of the debt will be included on a list of cases submitted for write off and authorised in accordance with financial regulations.

If the customer does not keep up the payments via the court the order maybe revoked and any written off amounts revoked.

3. Debts which cannot be legally enforced 

Certain debts will fall outside of legal jurisdiction either because the debtor will have left the country or 6 years may have lapsed since the debt was acknowledged.

Whilst cases of this type will be very rare, where contact in writing has failed to result in payment or an arrangement to pay, a recommendation for write off will be made in line with financial regulations.

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 recovery cannot be enforced because either;

· the debtor cannot be traced or,

· where it is deemed inappropriate to recover the monies on the grounds that it is uneconomical to collect based on the value of the debt or on the grounds of an individuals personal circumstance.

· And no statutory methods of recovery are open to us i.e. direct recovery from benefits is not possible as none are in payment.

The steps to be followed in recommending write off of the debt will vary dependent on the status and size of the debt as detailed below. 

Where an overpayment is uneconomical to pursue

Factors that should influence the decision whether an overpayment is economical to pursue are: -

a) The size and age of a debt in relation to where it is in the recovery process and the costs of certain action, which could be taken to try and secure recovery. 

b)   Any previous action taken on the case and the result of that action.

c)   Whether the current address of the debtor is known?

d)   When was the last action taken to try and recover the overpayment?

e)  Are all documents in sufficient order to support the recovery of the overpayment?

The Manager of the Investigation and Overpayment Team or above will take a decision if it is cost effective to pursue the debt having regard to the above 5 points where the debt is £200 or over. An Assistant Manager of the Overpayment Team or above will take a decision if it is cost effective to pursue the debt having regard to the above 5 points where the debt is under £200. Where any overpayment has a value of £40 or below the overpayment will be written off if it not cost effective to pursue.

Where a forwarding address is known

Debts where a forwarding address is known for a debtor

In these cases up to 3 written notices will be issued. If repayment is not made, the amount will be considered for registering at County Court in cases £200 or over. The Manager of the Investigation and Overpayment Team or above will have authority to refer cases to the legal section for civil action to be considered after all reasonable steps have been taken to recover the outstanding debt including referral to a debt collection agency. For debts under £200 it is not normally cost effective to pursue through the civil courts unless multiple debts valued over this amount. Therefore authority is given to an Assistant Manager Overpayments or above to recommend these types of cases for write off.

Where a forwarding address is not known 

1. Debts where the debtor has absconded.

Before the debt can be recommended for write off, the following enquires should be undertaken by officers within the Overpayments Team;

· Check Northgate system to identify if the person has registered at another address within the city.

· Check iclipse system for forwarding address

· Check with the DWP to see if a current address is held using Rats system or alternative means if not available. 

· Check with NPHL records in appropriate cases 

· Check with Locta trace

· Check with NAFN in accordance with staff instructions

· Contact private landlord or housing association where authorization permits us to do so.

· Check directory enquiries – may have taken their phone number with them, or new occupier may have a forwarding address if retained the same number.

· If a single occupier or member of a household, check for previous addresses / family home

· Check electoral register

· Undertake visits to property where considered appropriate

If after all enquires have been completed and a forwarding address has not been established A decision will be taken by the Manager of the Investigation and Overpayment Team or above if it is cost effective to pursue the debt having regard to the above points where the debt is £200 or over. A decision will be taken by an Assistant Manager of the Overpayment Team or above if it is cost effective to pursue the debt further having regard to the above points where the debt is under £200. Where any overpayment has a value of £40 or below the overpayment will be written off if it not cost effective to pursue.

Where an overpayment is legally recoverable but the Council feels it inappropriate to pursue its recovery.

As stated previously, at all times the decision to exercise the right to recover a recoverable overpayment shall be based on the individual circumstances of each case. As the power to recover monies is discretionary, this is permitted. Therefore at any stages of the enforcement process, it may be considered appropriate to submit a debt for write off in accordance with financial regulations on the grounds of hardship having regard to the following factors;


· Whether recovery will cause unacceptable hardship to the claimant or any other person affected 

· The claimants age and state of health

· Whether it is reasonable to expect the claimant or any other person affected to repay the overpayment

· In cases where the benefit claimant has died and the Council has no traceable next of kin

All requests will be supported by a report detailing the appropriate evidence A decision will be taken by the Manager of the Investigation and Overpayment Team or above if it is cost effective to pursue the debt having regard to the above points where the debt is £200 or over. A decision will be taken by an Assistant Manager of the Overpayment Team or above if it is appropriate to pursue the debt further having regard to the above points where the debt is under £200. Where any overpayment has a value of £40 or below the overpayment will be written off if it is not cost effective to pursue.

Reports to Members

On a quarterly basis, all overpayments, which have been recommended to be written of by the delegated officers within the last quarter, will be reported to the appropriate Members for approval.

Post Write Off Procedure

Following write off, a record of each debt will be held for a period of 6 years along with all supporting papers. Should a debtor be traced or new information comes to light material to the original decision, the debt will be written back and recovery action commenced as appropriate. 
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