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PERTH AND KINROSS COUNCIL

Strategic Policy and Resources Committee — 20 June 2012
Authority to Write Off Bad Debts and Obsolete Stock

Report by the Acting Head of Finance

ABSTRACT

This report seeks approval to write off identified bad debts in respect of Sales
Ledger; Council Tax (including Water & Waste Water charges); Non-Domestic
Rates; Irrecoverable Rents; Community Charge; Housing Benefit Overpayments;
Miscellaneous Income Balances; Commercial Rent and Car Park Trading Account
Income. In addition approval is sought to write off obsolete stock.

1. RECOMMENDATION
It is recommended that the Committee;

1.1  approve that all amounts detailed in section 3 and the attached appendices
to this report are written off for accounting purposes.

1.2 note that whilst these amounts are written off, the files are not closed and
every effort will be made to collect outstanding debt wherever possible.

2. BACKGROUND

2.1 In order that the appropriate entries may be made in the financial statements
of the Council for the year ending 31 March 2012, it is necessary to consider
the write off of bad debts and obsolete stock.

2.2 To accommodate year end accounting processes and timescales the
Council’'s systems have already been amended to show the written off
accounts pending approval by the Committee of the recommendations within

this report.

2.3  This report includes all of the recommended write offs for financial year
2011/12.

3. PROPOSALS

3.1 Sales Ledger

3.1.1 Appendix 1 details Sales Ledger debt which for various reasons, it has not
been possible to collect. The majority of these debts have either been in the

hands of the Sheriff Officers or are untraced debtors.

3.1.2 The total value of Sales Ledger invoices raised within financial year 2011/12
totalled approximately £23 million and the proposed write off for all years
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3.1.3

3.1.4

3.2

3.2.1

3.2.2

3.2.3

3.24

3.2.5

represents less than 0.4% of this amount. After consultation with the Services
who raised the original invoices, it is recommended that the Council write off
£88,800.73 as shown in Appendix 1. The total provision included within the
Council’'s accounts for bad and doubtful Sales Ledger debt at 31 March 2011
was £905,288.

In most instances, accounts raised prior to 30 September 2011 carry a 50%
provision whilst those raised prior to 31 March 2011 are fully provided for.
Where debts fall into this category, part or all of the amount to be written off
will be met from the provision. Where no provision or only partial provision has
previously been made for a debt, the balance of the write off will be charged
against the issuing Service’s Revenue Account for 2011/12.

It is also recommended that the Council write off £1,276.49 in respect of a
variety of small miscellaneous income balances outstanding over a number of
financial years since 2003/04.

Council Tax, Non-Domestic Rates and Community Charge

Appendix 2 details Council Tax (including Water and Waste Water Charges)
and Non-Domestic Rates income which it has not proved possible to collect
for the reasons shown in the appendix.

Appendix 2 also includes accounts where the balance is for a small value
either in debit or credit for Council Tax and Non-Domestic Rates. It is
uneconomical to collect or refund/transfer such small amounts and, therefore,
an automated process is in place to adjust these accounts.

It is recommended that the Council write off £984,572.35 of Council Tax debt
(including Water and Waste Water Charges) with the overall provision for bad
and doubtful Council Tax debt being £11,474,064 as at 31 March 2011. The
total value of Council Tax (including Water and Waste Water Charges) levied
for financial year 2011/12 was approximately £87.5 million with an in year
collection rate of 96.58% as at March 2012 (96.48% in 2010/11).
Cumulatively, the total amount billed for Council Tax (including Water and
Waste Water Charges) locally since the introduction of this tax in 1993 is circa
£1.4 billion.

It is recommended that the Council write off £460,740.83 of Non-Domestic
Rates. The provision for bad and doubtful Non-Domestic Rates debt was
£461,832 at 31 March 2011. The amount recommended to be written off for
all years represents 0.74% of the £62.6 million of Non Domestic Rates income
raised in financial year 2011/12 with the in year collection rate being 97.86%
as at March 2012 (97.75% in 2010/11).

In terms of write-offs relating to Non Domestic Rates the costs are at present
met by the Scottish Government through the “pool” mechanism.
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3.2.6

3.3

3.3.1

3.3.2

3.4

3.4.1

3.4.2

3.5

3.5.1

It is further recommended that the Council write off £1,048.33 of Community
Charge debt (the provision for bad and doubtful Community Charge debt was
£1,331,201 as at 31 March 2011).

Housing Revenue Account

Appendix 3 details rent charges raised in respect of former tenants and court
expenses incurred which it has not been possible to collect for the reasons
shown in the appendix.

Authority is requested to write off rent charges raised in respect of former
tenants amounting to £38,848.23. The provision for bad and doubtful former
tenant debt was £673,389 as at 31 March 2011. The total rental charges
raised in 2011/12 were approximately £20.9 million with the proposed write off
representing 0.2% of this amount.

Housing General Fund

Authority is requested to write off £345,256 in 2011/12 for charges for housing
services provided to Homeless clients placed in temporary accommodation
where the tenancy ended more than 6 months ago and where it has not
proved possible to recover outstanding income, in part, due to the vulnerable
nature of the client group. £4.3 million was billed during 2011/12 for housing
service charges and the proposed write off represents 8% of this amount. The
provision for bad and doubtful debt in relation to this activity was £1,223,745
as at 31 March 2011.

Authority is also requested to write off Housing Benefit overpayment debt of
£81,976.10 for 2011/12 which it has not been possible to recover. The
provision for bad and doubtful Housing Benefit overpayment debt was
£487,039 as at 31 March 2011. The total value billed within 2011/12 was £1.2
million and the proposed write off value for all years represents 6.9% of this
amount.

Commercial Rent

Commercial Rent

Authority is requested to write off rent charges raised in respect of general
fund commercial property amounting to £55,198 and housing revenue
account property amounting to £3,286 which it has not been possible to
collect. In each case this amount relates to commercial rents outstanding
prior to 30 September 2011. The provision for bad and doubtful debts was
£75,212 as at 31 March 2011. £1.76 million was billed for General Fund and
housing revenue account property activities during 2011/12 and the proposed
write off is equivalent to 3.3% of the amount of commercial rent billed.
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3.6

3.6.1

3.7

3.7.1

3.7.2

4.1

5.1

6.1

6.2

Car Park Trading Account Income

Car Park Trading Account Income

Authority is requested to write off £83,528 in respect of Car Park Trading
Account Income. This amount equates to all amounts charged and still
outstanding in relation to the period prior to October 2010. The provision for
bad and doubtful Car Park Trading Account debt was £86,098 as at 31 March
2011. The proposed write off is equivalent to 11.07% of the number of
Penalty Charge Notices issued during 2011/12.

Stock Write Offs

The Environment Service

Authority is requested to write off obsolete stock of £8,000 in respect of
vehicle parts at Friarton Depot. Full provision was made for this write off in
the 2010/11 financial statements and there is, therefore, no financial impact
on the 2011/12 financial year.

Housing Revenue Account

Authority is requested to write off £14,714 in respect of obsolete and
damaged stock. Full provision was made for this write off in the 2010/11
financial statements and there is, therefore, no financial impact on the
2011/12 financial year.

CONSULTATION

The Chief Executive, all Executive Directors, the Head of Legal and the Head
of Democratic Services were consulted in the preparation of this report.

RESOURCE IMPLICATIONS

There are no resource implications arising directly from this report other than
the financial implications which are set out in Section 3 above.

COUNCIL CORPORATE PLAN OBJECTIVES 2009-2012

The Council’'s Corporate Plan 2009-2012 lays out five Objectives which
provide clear strategic direction, inform decisions at a corporate and service
level and shape resources allocation. They are as follows:-

) A Safe, Secure and Welcoming Environment

(i) Healthy, Caring Communities

(i) A Prosperous, Sustainable and Inclusive Economy
(iv)  Educated, Responsible and Informed Citizens

(v) Confident, Active and Inclusive Communities

The write off process is an integral part of the billing, collection and recovery
processes of all accounts issued by the Council, which assists in managing
the delivery of all the Corporate Plan Objectives. The process is also
consistent with the Council’s principles of accountability and transparency.
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Note:

EQUALITIES IMPACT ASSESSMENT (EqlA)

An equality impact assessment needs to be carried out for functions, policies,
procedures or strategies in relation to race, gender and disability and other
relevant protected characteristics.  This supports the Council's legal
requirement to comply with the duty to assess and consult on relevant new
and existing policies.

The function, policy, procedure or strategy presented in this report was
considered under the Corporate Equalities Impact Assessment process
(EqlIA) with the following outcome:

)] Assessed as not relevant for the purposes of EqIA
STRATEGIC ENVIRONMENTAL ASSESSMENT

Strategic Environmental Assessment (SEA) is a legal requirement under the
Environmental Assessment (Scotland) Act 2005 that applies to all qualifying
plans, programmes and strategies, including policies (PPS).

The matters presented in this report were considered under the
Environmental Assessment (Scotland) Act 2005 and no further action is
required as it does not qualify as a PPS as defined by the Act and is therefore
exempt.

CONCLUSION

In all of the above cases it has either not been possible to recover monies due
to the Council or utilise stocks held by the Council. Although the amounts may
be written off for accounting purposes, the files are not closed and every effort
will be made to collect the outstanding debt wherever possible.

Stewart MacKenzie
Acting Head of Finance

No background papers, as defined by Section 50D of the
Local Government (Scotland) Act 1973 (other than any
containing confidential or exempt information) were relied
on to any material extent in preparing the above report.

Contact Officer: Craig Robertson, Ext. No. 75635, crobertson@pkc.gov.uk
Address of Service: Council Building, 2 High Street, PERTH, PH1 5PH

Date:

21 May 2012
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If you or someone you know would like a copy of
this document in another language or format,
(on occasion only, a summary of the document
will be provided in translation), this can be arranged

by contacting (Craig Robertson)

O

L24

Council Text Phone Number 01738 442573
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