Corporate Debt Recovery Policy

1.0
INTRODUCTION

It has been identified following the BFI Inspection in March 2001 and a District Audit Report in March 2002 that there should be a corporate policy in respect of debt recovery. The policy should cover the billing, collection, recovery & enforcement and write offs of all debts owed to the City Council. 

As the report explains, further work will be necessary to implement the policy and an action plan put in place.

2.0
BACKGROUND

2.1
Types of Debt involved: 

Those mainly involved in debt recovery are Corporate Services and New Prospect Housing Ltd. The debts involved are Council Tax, Rent, Housing Benefit Overpayments, Business Rates and Sundry Debtors.

2.1.2
The Policy will apply to all departments of the City Council and would concentrate on the recovery of debt rather than charging policy. Ability to pay is considered when Social Services charges are levied to the extent that recovery cases rarely involve hardship. Council Tax Benefit and Housing Benefit are designed to offset the effects of low income on the ability to pay Council Tax and Rent.

2.1.3 Whether charging policies are statutory or discretionary it cannot completely remove the problems of people and families on low income. The approach to recovery must therefore be sensitive to their circumstances. Individual service recovery procedures exist but this policy cuts across all processes to assist customers who have multiple debts and meet corporate objectives on the reduction of homelessness, the promotion of stable, sustainable communities and the reduction of financial exclusion in Salford.

            It is recognised that debt may be incurred where there is little or no access to savings or cheap credit. To that end information about Credit Unions and community based finance initiatives, such as Salford Moneyline, should be made available.

2.1.4   The principle behind the agreement of debt repayment to multiple creditors has been agreed in conjunction with the corporate objectives mentioned in 2.1.3. This therefore emphasises prevention of homelessness, family disruption and financial exclusion.  Social exclusion needs to be tackled holistically, however debt advice and the courts rightly prioritise debts based on the powers available to creditors. All debt recovery can lead to financial exclusion, although some debts have a disproportionate effect. It is acknowledged that the provision of services by the City Council is dependent on financial resources being available to provide them.
2.1.5 Because of the need to recover debt and the dependency on income for the continuance of services provided by the City Council the different types of debt mention in 2.1 above will be given equal ranking.

2.1.6 In order to have a straightforward method of calculating repayments the following broad procedure will be followed: - 

Where a debtor has more than one debt with the City Council, the payments he/she can make will, with the debtor’s agreement, be divided across the outstanding debts in proportion to the value of those debts (at the time the arrangement is made). Periodic reviews of a case may be undertaken to adjust the spread of payments. This will take account of an increase in the value of the debt. An example of this could be where a new year’s Council Tax bill is issued. Arrangements that have been made on the basis of legal proceedings or court judgements being made should be adhered to wherever possible, however, advice should be given on varying such orders to allow for the effective repayment of subsequently accrued debts. The City Council or New Prospect Housing Limited do not intend to review all agreements however if a customer requests a review, there is a default on the agreement or a further debt is accrued then the agreement can be reviewed.
2.2
Current Recovery procedures:

2.2.1 In each service area the City Council recovers its debts in accordance with regulations set by Central Government and supplemented by policy and procedural guidance notes.

2.2.2 In addition, the City Council may employ agencies to recover debt and one example of this is where it employs three external bailiff companies as part of a joint initiative within the Greater Manchester Consortium for the recovery of Council Tax and guidelines have been issued to bailiffs in respect of vulnerable people. These guidelines have been drawn up together with other GM Authorities. Where an agency is employed in this way it will adhere to the standards set in this policy document and the guidance provided by the City Council under the terms of the contract.

2.2.3 The appropriate use of the bad debt provision to write off irrecoverable debt will assist in preventing hardship. The procedural documents for each service area outline the mechanisms that exist for the write off of these debts. It is also recognised that a debt written off may be written back into the recovery process, if for example, the absconded debtor is traced.

3.0
Assisting the Customer
3.1
Communication

            Customers will be encouraged to make contact with the Council as soon as they get into difficulty with payment and seek advice about the management of their finances. Information will be made widely available and advice will be provided free-of-charge. Salford Council’s Welfare Rights Service, which includes welfare rights and debt advice, Salford Citizens Advice service and Salford Unemployed Community Resource Centre will be specifically promoted. The advantages of getting agreed payment arrangements and the consequences of doing nothing will be made clear. A document has been devised which will be sent to the debtor with any recovery letters – “Where To Get Independent Advice.”
3.1.1
All letters sent to debtors including bills and invoices should be written in simple language, using Plain English Campaign techniques, encourage the debtor to make contact with the creditor department and obtain information about the availability of money advice services.

3.1.2
Telephone calls and face-to-face conversations shall be used as opportunities to promote the advice services mentioned in 3.1.

3.1.3
Public areas in Libraries and the Customer Service outlets will display leaflets and posters promoting money advice services. Information will also be available on the City Council’s Web Site.

3.2
Assessment of ability to pay

            Where a customer is unable to make an offer of payment which is readily acceptable to the City Council, the services of the advice agencies, mentioned earlier will offered and the debtor’s ability to pay may be assessed by the advice agency with the use of a financial statement. This will take account of the customer’s circumstances and standards and guidelines available nationally. If the customer has not obtained the services of an advice agency a financial statement should be completed and the statements issued to relevant directorates. If the customer does not complete the required information an assessment may be made on an appropriate repayment taking into account any relevant financial information the City Council may hold relating to the debtor.    
3.2.1
The financial statement will be made available to directorates via an officer involved in the recovery of one or more of the debts involved. Where only one debt is involved the statements will be sent directly to the unit responsible for the recovery of that debt. A mutually agreed procedure for receiving and handling these statements will be established and documented. 
3.2.2
Where a directorate disagrees with the proposal made by the advice agency an opportunity will be provided for this to be referred back to the advice agency, for reconsideration. At this stage the directorate will suggest a suitable arrangement taking into account the directorates current working practices and consider any further response received from the advice agency.  

3.2.3 Where a the debtor is receiving benefits the amount of any payment will be at least equal to the level of a deduction from the customers benefits as set within the regulations relating to those benefits. If the customer is able to make voluntary additional payments, these should be accepted in order to reduce the payment period needed to clear the debt. 

3.2.4 Where an offer of payment is below the level need to reduce the debt over a period of time, the case will be referred back to the advice agency for a review to ascertain whether there are any possibilities that the customer’s disposable income may increase. Customers who did not initially seek advice will be encouraged to do so. 

3.3
Response to assessment of ability to pay
Where the debtor's ability to pay has been assessed on the basis of a financial statement prepared by one of the advice agencies, the department will usually accept the agreed repayments and suspend further recovery action. If the City Council does not agree the proposals paragraph 3.2.2 applies. 

3.3.1
The acceptance of such arrangements will be confirmed in writing and will include acknowledgement of the debts outstanding by the debtor (including any costs to be borne directly by the debtor).

3.3.2
If the debtor subsequently defaults on the agreement, as well as informing the debtor, the department will inform the advice agency that prepared the financial statement, providing the advise agency is still acting for the customer. Normal recovery procedures will apply if a debtor defaults on the arrangement. 
3.3.3
In all contacts that follow, the defaulting debtor will be encouraged to seek further money advice.

3.3.4
Where the default can be shown to have occurred as a result of a change in the debtor's circumstances, then a revised financial statement may be prepared.

3.3.5
Additional debts to the City Council may be incurred during the course of repayments.  The debtor must be encouraged to contact the Council or an advice agency to rearrange the payment agreement to prevent any further action being taken, subject to protocols mentioned in paragraphs 2.1.6 and 3.2.3.

3.3.6
Where the debtor is in receipt of Income Support or Job Seekers Allowance or other state prescribed benefits where deductions are permitted, the Directorate will usually apply to have the amount paid directly by the Department for Work and Pensions (DWP) and suspend further action unless the debtor's circumstances change. In certain circumstances deductions from Local Authority administered benefits will be considered as a first option.
3.3.7
Where bailiffs acting for the Council report that their continuing action against a debtor could cause hardship for a vulnerable person or family (as identified in the bailiff guidelines), the case will be referred back to the Council to allow the debtor reasonable time to seek money advice.

3.3.8
Bailiff or Debt Recovery Agency action should be used only after opportunities for attachment to earnings or benefit have been considered. However, this will be dependent upon the level of information that the department has in its possession.

3.4
Information sharing

           Debtors should be encouraged to tell the City Council or advice agencies where they owe money to more than one department of the Council and to seek advice as quickly as possible.

3.4.1
Where information comes to the attention of one department that the debtor also owes money to another department, that knowledge shall be shared and a common approach agreed, having regard to the current limitations imposed by Data Protection legislation.

3.5
Procedures and Training
            Although there are variations in the procedures of different departments, they must reflect the City Council's requirement for a corporate approach to recovering debts.

3.5.1
Procedural manuals are available for employees to follow, reinforced by training and by management control.

3.5.2    A procedural statement, including a GM code of conduct, already forms part of the City Council's instructions to bailiffs acting on its behalf for the recovery of Council Tax and this has been made contractually enforceable as part of the joint procurement exercise for the bailiff service.

3.6
Monitoring

           Information about the effectiveness of the Council's policy will be used to carry out reviews at regular intervals. It is expected that this policy document will continue to evolve in response to the experience of handling cases over a period of time. At this stage this policy document will establish a standard approach to dealing with customers in a fair and consistent way, while also protecting the City Council’s need to collect revenue to provide future services. 

3.6.1 In future monitoring, it will be important to assess the effectiveness of the policy in bringing to light cases of hardship and responding to them sensitively, the effect on the collection of money owed and the effect on the workload of the advice agencies.

3.6.2 As part of this monitoring process it is expected that revised versions of this policy document will be submitted to Members for their approval. 

4.0
ACTION PLAN


An action plan has been drafted which outlines the various stages necessary for the implementation of this policy at an operational level during 2004. A pilot exercise will commence shortly by Customer Services and NPHL to address any weaknesses in the policy. Following this the policy will be rolled out across the debt recovery services.

5.0
CONCLUSIONS

5.1
The adoption of this Corporate Debt Recovery Policy will ensure that a professional, uniform and timely approach to recovery action is made across the different creditor departments of the City Council.

5.2
Adherence to the Policy will also ensure that individual debtor’s circumstances and ability to pay are taken into account, ensuring that undue hardship is not suffered.

5.3 The Policy will also reinforce the current framework in place to cost effectively pursue debts owed to the City Council ensuring that whenever they have the means, people do pay their debts and are not able to avoid their obligations.
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