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	REPORT OF THE DIRECTOR OF CORPORATE SERVICES

TO:    
QUALITY AND PERFORMANCE SCRUTINY COMMITTEE

                26TH JANUARY 20004

TITLE:   SUNDRY DEBTORS – COMMERCIAL RENT DEBT AT 30TH SEPTEMBER 2003

RECOMMENDATIONS:


Members are requested to consider the action taken to recover outstanding debts relating to commercial rents and similar charges.

EXECUTIVE SUMMARY: - 

At the meeting of Quality and Performance on 27th October, Members raised questions about the level of outstanding commercial rent debt, in particular the debt over 120 days, detailed at £878,873. Members also raised an issue about whether any of these debts were not being pursued because the Council wanted to maintain occupation of certain commercial premises. 

This report analyses the commercial rent debt, raised since September 2000, in particular that over 120 days old and attempts to explain the current position regarding the collection of this debt. Since formation of the Financial Support Group (FSG) there are no accounts currently not being pursued due to any policy of keeping certain properties occupied in the more disadvantaged areas of the City. In conjunction with Valuation and Estates and Corporate Services Legal Section the FSG have vigorously pursued commercial rent debts. However, it must be reported all cases are judged on individual merit and all decisions are taken following consultation between the FSG, Valuation and Estates and Legal Services.

BACKGROUND DOCUMENTS: - SAP reports

ASSESSMENT OF RISK: - Medium

SOURCE OF FUNDING: - Revenue Budget

LEGAL ADVICE OBTAINED: - City Council’s Corporate Services Legal Section

FINANCIAL ADVICE OBTAINED: - This report has been prepared by the Finance Division of Corporate Services.

WARD(S) TO WHICH REPORT RELATE(S):   None specifically

KEY COUNCIL POLICIES:  




1. INTRODUCTION
1.1. Detailed below is an extract of the information presented to the 27th October 2003 meeting of the Quality and Performance Scrutiny Committee relating to commercial rents.

1.2. The details, below, relate only to debt raised since the formation of the FSG i.e. from 4th September 2000.

	Directorate
	0-30

 Days

 £


	31-59 Days 

£
	60-89 Days 

£
	90-119 Days £
	Over 120 Days

£
	Less part payments/

credits
	Less land charged accounts
	Total

£

	Commercial Rents
	592,572      
	67,277
	21,389
	111,574
	878,873
	-212,023      
	-0     
	1,459,662 


1.3. Analysis of the debt recorded as 120 days old at 30th September presents a more accurate debt profile reflecting the efforts of the Financial Support Group Debtors Section, Valuation and Estates and Legal Services:

		£

	Notes


	Debt over 120 days old @ 30.9.03

	878,873

	
	Less part payments

	(154,007)

	
	Debt over 120 days old less part payments

	724,866
	
	Of which currently blocked for recovery action for the following reasons:

		
	Absconders
	           (11)
	
	Special Circumstances 
	     (38,977) 
	One account - now cleared - £15,800.00

One account with Senior Management - £16,195.00

One account - insurance query -£ 6,982.00

	Assignment pending
	      (6,875) 
	One account - currently in communication with debtors solicitors


	In Dispute 
	       (3,244) 
	5 accounts currently being resolved in conjunction with Valuation & Estates


	Awaiting credit 
	          (463) 
	One account now credited

	Proposed write off 
	    (8,562) 
	Uneconomical £44.00

Irrecoverable after court action £3,067.00

Irrecoverable £4,652.00

Bankrupt £799.00

	Write off approved 
	    (30,050)
	Now written off system


	Paying by installments
	    (93,546) 
	Entered on 'Worst Case Debtor ' spreadsheet. Monitored at least fortnightly in liaison with Valuation and Estates and Legal Services

	Payment arrangement
	    (43,039) 
	
	Referred to legal 
	  (215,925) 
	One possession order granted at court - ready to be enforced.

10 payment arrangements in place

One absconded - tracing agency employed

Two possible liquidations

Remainder at various stages of legal recovery

	Debts over 120 days old less blocked accounts
	  284,174 
	
	VAT charge on land transaction
	   (246,164)
	Complicated VAT issue - Paid 17.11.2003.


	Commercial rents balance – debts over 120 days old.

	38,010.00
	* Payment arrangements now in place on several accounts.  Much of this debt relates to invoices raised for very small amounts in respect of Ground/Chief/Peppercorn rents


	


2. FURTHER INFORMATION

2.1. It should be noted that the actual total outstanding debt in respect of commercial rents, over 120 days old was £941,741, at 30/09/03.  This figure includes the commercial rents proportion of the legacy system (RADIUS) debt equating to £216,875. All of the legacy commercial rents debt is currently at various stages of the legal process, on a strictly monitored payment arrangement or in the process of being put forward for write off. Within the overall debt is an invoice for £246,164 relating to a VAT charge that has now been resolved. Disregarding this invoice, the overall debt would be £695,577, the lowest since statistics have been recorded by the FSG i.e. February 2002 and is £81,000 less than the same time last year. 

2.2. Of the £878,873 SAP debt, £594,699 is either part paid or blocked from further recovery action as detailed on page 2. The term ‘blocked from further recovery action’ does not mean these accounts are not being actively pursued. These accounts are either subject to ongoing legal action involve particularly complicated issues or are on agreed installment plans/payment arrangements, which are strictly monitored by the FSG to ensure that they are adhered to. 

3. RECOMMENDATION

3.1. It is recommended that members consider the recovery action taken to ensure that commercial rent income is effectively collected.

A F Hennessy
Page 2
21/01/2004

 FILENAME qpsc26010406

