



______________________________________________________________

REPORT OF THE HEAD OF HOUSING AND HEAD OF FINANCE

______________________________________________________________

TO THE LEAD MEMBER FOR HOUSING SERVICES

ON  16th MARCH 2006
______________________________________________________________

TITLE: WRITE OFF OF FORMER TENANT ARREARS

______________________________________________________________

RECCOMMENDATIONS:

Approve write offs of former tenant arrears totalling £172,861.59 which have been identified as irrecoverable by NPHL.

Approve write-ons of former tenant overpayments totalling £2,817.71.

______________________________________________________________

EXECUTIVE SUMMARY:

Attached is an NPHL report which has been routed through its parent board.  This report outlines the City Council’s policy for the write off of former tenant arrears and analyses the proposed write offs across:-

· areas of the City 

· reasons for write off (eg uneconomical, deceased)

The period covered by the report is July 2005 to January 2006.  It is intended to undertake a write off on a quarterly basis in 2006/7.

The write offs will be charged to the provision for bad debts within the Housing Revenue Account.  Currently, this provision stands at £3,084,071 – this reflects the previously approved write off considered by lead member on 28th November 2005.  A further contribution to the bad debt provision is built into the 2005/6 HRA budget.  

______________________________________________________________

BACKGROUND DOCUMENTS:

Budget monitoring records and debt recovery files.

______________________________________________________________

ASSESSMENT OF RISK:

Low as debt recovery procedures have been followed.

______________________________________________________________

SOURCE OF FUNDING:

To be charged to the bad debt provision within the HRA.

______________________________________________________________

LEGAL IMPLICATIONS: Not applicable

______________________________________________________________

COMMUNICATION IMPLICATIONS   

The write off of bad debts is an area which has recently received negative publicity in the local press.  In order to limit the level of write offs, there is a  process by which the debts are assessed before write off are set out in the NPHL report.


PROPERTY: Not Applicable

______________________________________________________________

HUMAN RESOURCES: Not Applicable

______________________________________________________________

CONTACT OFFICER: Joanne Hardman

______________________________________________________________

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

______________________________________________________________

KEY COUNCIL POLICIES:

Budget Monitoring

Performance Management
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New Prospect Housing Parent Board Meeting on 3rd February 2006.


The following is an extract from Agenda Item 6 (Chief Executive’s Report) of the above meeting. 


3
Former Tenants’ Arrears Write-offs

12 All ALMOs, councils and Registered Social Landlords write off bad debts on a regular basis. In line with good practice, we are proposing to seek approval every quarter.   However, the debts in this report relate to July 2005 to January 2006 as the write offs approved in June 2005 were not written off by the Council until December and it was not possible to submit any further debts for write off until this had taken place.


13
In outline, the approach to recovering former tenants’ rent arrears is as follows:


· 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. 


· 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. 


· Where this does not result in repayment of 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.


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


14
In accordance with this policy, the reasons for writing off debts are as follows:


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.


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


No Trace - Where the tenant has left without providing a forwarding address and we are unable to trace one.


Emigrated - Where the tenant has left the country.


Uneconomical - It is considered uneconomical to pursue debts of less than £50 if our initial letter is unsuccessful.


Statute Barred - The debt is over 6 years old.


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


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.


Bankruptcy - This is where the tenant has been made bankrupt.


Care on Call – These cases are processed by Care on Call and our Finance section, using a similar breakdown of reasons as used by the Rent Recovery Team.


15
The former tenant rent arrears listed below are considered irrecoverable and are recommended for write off.


		Area

		£



		Eccles/Irlam

		£27,999.62



		Salford North

		£45,891.14



		Salford South

		£28,757.24



		Swinton

		£13,423.44



		Worsley/Little Hulton

		£45,753.11



		Care on Call

		£11,036.99



		Total

		£172,861.59
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The table below gives a breakdown of these debts by the reasons for write off.


		Reason

		Value

		Number of Cases



		Group Manager Recommendation

		£965.84

		3



		Tenant Deceased

		£5,233.68

		14



		Emigrated

		£630.69

		5



		No Trace

		£143,741.34

		136



		Uneconomical

		£2,026.62

		58



		Statute Barred

		£2,125.54

		2



		Elderly

		£1,954.31

		15



		Debt Agency Recommendation

		£5,146.58

		9



		Bankruptcy Write off

		£0

		0



		Care on Call

		£11,036.99

		289



		Total

		£172,861.59

		531





17
It is clear from this table that by far the largest single reason for debts being recommended for write off is the inability to trace the debtor. It has been agreed with the current agency used for tracing that a second trace will take place three months after a first unsuccessful referral, with the aim of evaluating whether this increases the number of successful traces. We are also putting all the recovery and tracing agencies through a comparative performance trial.


18
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. 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.

19
The Council maintains a bad debt provision for dwelling rents against which the proposed write offs will be charged. The level of this provision is calculated in accordance with ODPM guidelines and it is adequate to fund the proposed write offs.


20
It is recommended that:


Former tenant rent arrears totalling £172,861.59 be recommended to the Council to be written off as irrecoverable


Former tenant overpayments totalling £2,817.71 be recommended to the Council to be written on to the Housing Revenue Account.



