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Introduction

Debt management consists of the following process:

1 | ldentifying that a debt needs to be raised

'

2 Raising the debt

v

3 | Collecting the income due to the council

v

4 Enforcement and debt recovery

'

5 | 'Writing-off' debts that are considered to
be irrecoverable

'

6 Monitoring performance regarding
collection rates and speed of collection

'

7 Management action to improve
performance

This debt management process is guided by the following principles:

a.

b.

The identification that a debt needs to be raised will take place in the
directorates (stage 1 above);

The raising of debts will be undertaken by the corporate billing team
wherever possible and by exception will be undertaken by the
directorates where agreed by the Chief Finance Officer (or deputy)
(stage 2 above);

All staff raising debt will need specific training and be made aware of
their responsibilities before being authorised in the system to do so.
Part of the process will be an assessment to determine if it would be
more efficient to raise the debt centrally rather than devolved to a
service (stage 2 above);

Debt will be collected and recovered through one corporate collection
and recovery function (stages 3 and 4 above);



e. Extra costs incurred in debt recovery (e.g. legal costs) will be charged
to the originating department (stage 4 above);

f. Where it is clear that a debt is uncollectable or is uneconomic to collect
it will be promptly written off and the originating department will be
charged (stage 5 above);

g. Aged debt or over 30 day debt will be reported with a narrative of
actions to collect (stage 6 above);

h. Management action will be taken when necessary to improve
performance regarding collection rates and speed of collection (stage 7
above);

i. All debt will be invoiced and tracked on the corporate debtors system
wherever possible. Where the use of the corporate debtors system is
not appropriate the system used needs to be approved by the councils
chief finance officer (or deputy);

j- While debt is managed in a central team, ownership of the debt
remains with the directorate raising the invoice;

k. The directorate requesting the debt has a duty to assist and co-operate
with the corporate function to ensure collection of debt;

|. The directorate requesting the debt has a duty to retain supporting
documentation to ensure the debt can be collected and evidenced;

m. The directorate requesting the debt has a duty to ensure that the debt
is valid and reasonably collectable;

n. The Council expects full payment of all debt. Where an invoice is part
disputed we will collect the undisputed amount and seek resolution for
the outstanding sum.

All debts owed to the Council should be pursued, as effective debt
management is crucial to the efficient and cost effective running of any
organisation. Most of the debt raised by the Council can be pursued in the
same way as any business would; these are referred to in this strategy as
‘commercial’ debts.

However, due to the nature of the services provided by the Council and the
role that it has in protecting the most vulnerable people in society, there will be
some types of debt that cannot be pursued in the same way; these are
referred to in this strategy as ‘social’ debts. Even though the approach to debt
collection for this type of debt is more considered, the Council will still ensure
that those with the means to pay do so.



1. Scope

The Council raises charges for a wide range of services that it provides as
well as collecting local taxes from residents and businesses in the borough.
This document sets out the Council’s strategy for the collection of all debt and
the enforcement and debt recovery of all debts that are ‘commercial’ in nature
and some debts that are ‘social’ in nature if this is deemed appropriate.

These stages of the debt management process are highlighted blue in the
above chart and are set within the context of the guiding principles set out
above.

2. Assumptions
The strategy for debt collection has been based on the following assumptions:
e That online payment in advance for services is encouraged where
appropriate;

e That raising low value debt (such as peppercorn rents) is avoided
where appropriate alternatives can be found;

e That agreed processes have been followed at the debt identification
and debt raising stages, in accordance with legislative provisions,
contract terms and best practice;

e That debts have been classified into ‘commerical’ and ‘social’ at the
debt raising stage;

e That the guiding principles for debt management have been followed,
as set out in section 1.

The strategy for debt recovery has been based on the following assumptions:
e That agreed processes have been followed at the debt collection stage
in accordance with legislative provisions and best practice;

e That the guiding principles for debt management have been followed,
as set out in section 1.



3. Debt Collection Strategy

The debt collection process starts when a customer fails to make payment by
the due date.

It is recognised that people do not pay their debts for a variety of reasons. It
could be due to living in or on the margins of poverty and therefore will have
difficulty in paying. The Council will use its best endeavours to help such
people and to minimise the impact of debt on them.

Some people may be able to pay but do not because of an oversight or
personal difficulties, not because of a deliberate decision to avoid or delay
payment. The Council will seek to help such people develop a culture of
payment by encouraging them to make contact and discuss any difficulties.
Where a person makes contact, their circumstances will be considered with a
view to agreeing a reasonable payment arrangement.

Where people have fallen or are likely to fall into arrears, Council officers will
work with them and their representatives to set reasonable payment levels
that they can maintain and that seek to maximise the council’s revenue.

3.1 Aims of the debt collection strategy

e To encourage people to make early contact to avoid the build up of
debt;

e To enable people who fall into arrears to come to payment agreements
appropriate to their circumstances;

e To ensure that payment arrangements reflect the ability to pay as well
as the level of debt owed;

e To help to reduce the effect of debt on people on low income;

e To acknowledge and respect a person’s obligations to their dependants
and recognise the need for a person to maintain a reasonable standard
of living;

e To maximise the level of income collected by the authority as
appropriate;

e To identify deliberate non-payers or people who delay payment so that
the debt recovery procedures can be undertaken promptly;

e To promote a corporate approach towards sharing debtor information
and managing multiple debts owed to the Council;

e To acknowledge the role of the recognised advice agencies and to
work with such agencies whenever possible;

e To treat individuals consistently and fairly regardless of age, race,
religion, gender, disability and sexual orientation.



3.2 Debt Collection Process
STEP 1

Invoice issued by various service departments —

Payable by the due date

Customer
Customer fails to make
makes payment by
contact the due date

—=BgEEEEE—

STEP 2

Reminder letter issued - payment requested
within an appropriate number of days depending on
Debt Type (normally 7 days)

Discuss
circumstances
and agree a Customer Payment still
reasonable makes not received
payment contact
arrangement

— =

Final Notice issued — payment requested within an
appropriate number of days depending on Debt
Type (normally 7 days), notice stipulates that failure
to pay will result in either the debt being passed to a
collector or the Court

STEP 3

STEP 4

The legal debt recovery process is started for
commercial debts.

For social debts the originating department will be
consulted before any further action is taken.



To aid debt collection the Council will provide clear and prompt information
about bills and liabilities.

The information provided will show;

e What the bill or liability is for;

e The amount due;

e How to make payment;

e A contact point for all enquiries.

All such correspondence will be clearly written, without the use of jargon and
will contain, where appropriate, information about where to get independent
advice.

The Council will provide a choice of convenient methods of payment for bills
and invoices and details of these options will be advised on each bill.
Whatever the method of payment individuals must ensure that payments
reach the Council by the due date.

3.3 Making arrangements for people in arrears

The Council will actively encourage people to get in touch at an early stage if
they are having difficulty paying and, when appropriate, advise them where to
get independent advice. Many people are unaware of their rights and
responsibilities and of the availability of a variety of payment arrangements. If
people contact the Council early officers will be able to discuss the situation
and prepare a payment plan.

When people contact the Council, officers will

e Check whether they should be paying less or nothing at all by ensuring
that all the relevant benefits, discounts, exemptions and rebates are
being claimed;

e Advise on the most appropriate payment methods;
e If appropriate, advise them to contact an independent advice agency.

When a person makes contact a realistic agreement for payment will be
made.

The customer will be reminded to contact the Council if they anticipate
problems in meeting any instalment due date. They will be advised not to wait
until they have received a written response to their offer of payment, but to
start and maintain payments.



The Council recognises that some groups of people may have difficulty
understanding or dealing with their financial problems. A suitable payment
plan will be agreed along with the payment method most convenient to the
person’s circumstances. Once the payment plan is agreed it will be closely
and regularly monitored and when necessary, may be reviewed.

When negotiating arrangements for payment, staff will ensure that any current
instalments are being maintained, i.e. the arrangement will be in addition to
and conditional on, current debt being paid. When an arrangement is made on
a total balance the minimum arrangement will be the usual current instalment
plus a contribution towards the arrears.

3.4 Obtaining background information and documentary evidence

Officers should try to get as much detail as possible of a person’s
circumstances to make the best assessment of their ability to pay. However if
a person refuses to divulge any information this could be used as a reason for
refusing to make an arrangement.

In some cases it may be necessary to request documentary evidence to
confirm particular details when arriving at a payment arrangement. Individuals
should not however be asked for documentary evidence unless it is
necessary.

If it is necessary the individual should be told of the particular items that
require confirmation and be given a specified reasonable time limit within
which they are required.

The individual should be advised that if the evidence is not produced within
the agreed timescale the offer of payment may be rejected and further action
could be taken.

All information collected is governed by the Data Protection Act 1998 and the
Council has a procedure and policy in place to comply with the Act.

3.5 Monitoring payment arrangements
The Council has a duty to monitor all payment arrangements and will ensure;

e All payment arrangements will be closely monitored;

e Prompt action will be taken to collect the debt in respect of missed
payments;

e The individual should be reminded that the date on which instalments
are to be paid is the final date on which money should reach the
Council’s account;



e The responsibility remains with the individual for making sure they
allow sufficient time for the payment to reach the Council’s account by
the due date;

e Action may be taken, even where payment is received shortly after the
due date.

When payment arrangements are not maintained, it is important to ensure that
prompt action is taken (by the individual) to try and bring the arrangement
back up to date. Although the Council ideally will require the original
agreement to be brought up to date within a short timescale, if there has been
a significant change in circumstances it may be possible to negotiate a new
arrangement.

3.6 Debt collection charges to customers

The first reminder letter will be free but will contain a notification that
subsequent reminder letters may be subject to a charge.

The Council maintains the right to charge for reminder letters and statements.

The council maintains the right to charge interest on late payments of certain
types of debt in accordance with the agreements in place.



4. Debt Recovery Strategy

Where people fail to make payment and fail to make contact or maintain
arrangements, the debt collection processes will have been exhausted. In
these cases recovery action will be undertaken using the debt recovery
strategy. This will be the case for all commercial debt and for some social debt
where it is deemed appropriate in consultation with the department who raised
the debt. This will also include social care debts.

In some cases people may deliberately set out to delay or not make payments
and all methods of enforcement will be used in these cases.

4.1 Aims of the debt recovery strategy

e To ensure that when we take enforcement action it is appropriate and
likely to be effective;

e To ensure a professional, consistent and timely approach to recovery
action across all of the Council’s functions;

e To effectively pursue debts owed to the Council;
e To ensure prompt recovery of debt;
e To maximise the level of income collected by the authority;

e To treat individuals consistently and fairly regardless of age, race,
religion, gender, disability and sexual orientation.

4.2 Debt recovery process

The corporate debtors team will decide, in consultation with the department
who raised the debt, whether legal recovery or the use of a debt collection
agency would be most appropriate and cost effective.

With regard to social care debts the expectation is that these will follow the full
recovery process and are also forwarded to debt collection agencies or
referred for legal action. There are defined officers within the Department of
People who are authorised to confirm those client groups that represent an
exception to this expectation. The Department of People will monitor the
recovery of debt using the same performance indicators as those used to
monitor the recovery of sundry debt in the Department of Corporate Services.

Where the use of a debt collection agency is deemed appropriate the debt will
be passed promptly to an agency that has been approved by the Council’s
procurement department. The Council will only pass to the agency any
information that is necessary to the prompt collection of the debt in
compliance with its procedures and policy for Data Protection.

Where legal recovery of the debt is deemed to be cost effective a pre-litigation
letter will be issued and the debt will be referred to the Council’s legal



department for recovery action through the County Court. This recovery action
may include placing a charge on property, repossession of property or
bankruptcy proceedings as appropriate. This can be directly or after the use of
a debt collection agency.

For commercial debts, where the use of a debt collection agency or legal
recovery is not deemed to be cost effective, the debts may be sold to a debt
factoring company. The decision to use a debt factor will be taken by the
corporate debtors team, in consultation with the department who raised the
debt, as any fees paid to the factor will be charged to the originating
department.

4.3 Non recovery of debt

Debt will be written off in accordance with the Council’s agreed write-off
procedures where:

e Legal recovery of the debt is not deemed to be cost effective;
e The debt is uneconomic to collect;
e The debt is uncollectable.

If the agreed processes have been followed at the debt identification and debt
raising stages and the raising of low value debts is avoided, there should be
very few instances where debts are uncollectable or uneconomic to collect.

Write-offs of debt will be charged back to the originating department.



