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Corporate Debt — Quarter 4

Report of the Portfolio Holder - Finance and Resources

This report is public

Purpose of the Report

1.1

1.2

1.3

1.4

1.5

The purpose of this report is to present to Executive a summary of the corporate debt
position at the end of quarter 4 2018/19.

Report Details

To update Executive on the position regarding corporate debt.

The main sources of income for the Council’'s General Fund are business rates, council
tax, a small number of government grants and service related income. The main source
of income for the Council’s Housing Revenue Account is dwelling rent, often referred to
as ‘housing rents’. Government grants are paid over to us on agreed dates direct into
our bank account so there is no need to include them on any of our debtor systems. For
most other sources of income we have to request the income due to us.

We request the income due to us on the relevant system by raising bills for business
rates, council tax and housing rents. There is legislation in place for each of these
sources which determines the rules of collecting this income.

For service related income, invoices are raised on the sundry debtor system which is a
module of our Civica Financial Management System. Examples of types of income
include: housing benefit overpayment, trade refuse, industrial unit rent, garage site rent,
wardens service and alarms and leisure hire of facilities. This income is reported in two
amounts with housing benefit overpayments identified from the rest.

The following table shows the sources of income for Bolsover District Council as at 315t
March 2019 and 2018 for comparison:

34



1.6

1.7
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Table 1 - Sources of Income

2017/18 2018/19
position at end of Q4 Q4 variance
£'000 £'000 £'000

NNDR (25,390) (27,795) (2,405) *
Council tax (37,137) (39,463) (2,326) **
Housing Rents (20,286) (20,067) 219
o e
Sundry Debtors (3,914) (6,116) (2,202)

(87,575) (94,205) (6,630)
* This is 100%, our share of this is 40% 17/18 + 50% 18/19
** This is 100%, our share of this is 16.31% 17/18 + 16.02% 18/19

(* and **) these debts are part of the collection fund and are shared with major preceptors
including the County, police and fire. Only a percentage of these debts belong to
Bolsover District Council.

Debtors of a Local Authority are very sensitive to change. If a tenant/tax payer's
circumstances change it can become difficult for them to keep paying their rent or council
tax. Informing us of a change in personal circumstances late can mean more benefit is
paid than they are entitled to which can mean they become benefit overpayment debtors.

Circumstances can change quickly and mean debtors fall into arrears. It is very common
for Local Authority’s to have arrears balances due to the vulnerable nature of some of its
debtors. Debt management is how the Council manages its arrears and debtors.

The following table shows the level of arrears for Bolsover District Council at 315t March

for the last two financial years. This information is published in the Council’s Statement
of Accounts document each year.
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1.9

Table 2 - Level of Arrears

2017/18 2018/19
position at end of Q4 Q4 variance
f £ f

NNDR 141,981 (25,498) (167,479) *
Council tax 2,098,597 2,320,680 222,083 **
Housing Rents 1,272,394 1,167,932 (104,462)
E;’:;'?iild housing 2,026,139 1,853,148  (172,991)
Sundry Debtors 549,072 587,698 38,626

6,088,183 5,903,959 (184,223)

Part of managing the debt is assessing the likelihood of future non-collection. At each
year end, an estimate of non-collection is made based on historic payment information
for the same class of debt. An amount equal to the non-collection is charged against our
revenue account and saved in a provision for future use. The provision is often referred
to as the bad debt provision. It is considered prudent to not include all the income in the
revenue accounts in a year when there is a chance it won't all be collected.

Each year-end the provision balance for each class of debt is reviewed, compared
against latest arrears balances to ensure it still covers the amount of non-collection in
case we have to write-off debts, and either increased or decreased, whichever is
appropriate.

The following table shows the bad debt provision for each class of debtor at 315t March
for the last two financial years:
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1.14

Table 3 - Bad Debt Provisions

2017/18 2018/19
position at end of Q4 Q4 variance
£ £ £

NNDR (243,415) (196,045) 47,370 *
Council tax (1,185,424) (1,326,923) (141,499) **
Housing Rents (751,858) (617,308) 134,550
S;’s;?iild housing (1,345,476)  (1,346,475) (999)
Sundry Debtors (34,985) (42,341) (7,356)

(3,561,158)  (3,529,092) 32,066

As previously mentioned there is legislation that governs the collection of business rates,
council tax and housing rents. As a Local Authority it is necessary to have a debt
collection process that adheres to legislation but ensures the maximum amount of
income is collected.

Indicators for debt collection are monitored through the ‘Perform’ system and reported at
the quarterly performance meetings where any areas of concern are raised. Targets for
collecting income and reducing arrears for each class of debt are set and monitored.

The performance data on debt collection is also reported quarterly to Executive for
information where any areas of concern are raised/discussed.

The following table shows for 2018/19 the movement since last financial year, in the
value of each source of income, the amount that is outstanding as arrears and the bad
debt provision which relates to that source of income. Over all in 2018/19 we have
received £6.6m more in income, our arrears have been reduced by £0.184m and we
have reduced the bad debt provisions by £0.032m as they are no longer needed.
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Table 4 — Summary for 2018/19

Income Arrears Provision
£ f £

NNDR (2,405,000) (167,479) 47,370 *
Council tax (2,326,000) 222,083 (141,499) **
Housing Rents 219,000 (104,462) 134,550
g;’ﬁ;?iild housing 84,000 (172,991 (999)
Sundry Debtors (2,202,000) 38,626 (7,356)
Totals (6,630,000) (184,223) 32,066

Conclusions and Reasons for Recommendation

To ensure that Executive are informed of the latest position concerning the Council’s
debt.

Consultation and Equality Impact

There are no consultation and equality impact implications from this report.

Alternative Options and Reasons for Rejection

This report is for information only.

Implications

Finance and Risk Implications

The current position regarding corporate debt is given throughout the report. Failure to
collect this debt would have a detrimental impact on the Council’s financial position if
sufficient bad debt provisions were not in place.

Legal Implications including Data Protection

These are none arising directly from this report.

Human Resources Implications

These are none arising directly from this report.

Recommendations

That Executive note the report concerning the Council’s Corporate Debt as at 315t March
2019.
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Decision Information

Is the decision a Key Decision? No
A Key Decision is an executive decision
which has a significant impact on two or
more District wards or which results in
income or expenditure to the Council above
the following thresholds:
BDC: Revenue - £75,000 T

Capital - £150,000 I
NEDDC: Revenue - £100,000 T

Capital - £250,000 I
M Please indicate which threshold applies
Is the decision subject to Call-In? No
(Only Key Decisions are subject to Call-In)
Has relevant Portfolio Member been | Yes

informed?

District Wards Affected

None directly.

Links to Corporate Plan priorities or
Policy Framework

All

Document Information

Appendix No | Title

None

Background Papers (These are unpublished works which have been relied
on to a material extent when preparing the report. They must be listed in the
section below. If the report is going to Cabinet (NEDDC) or Executive (BDC)
you must provide copies of the background papers)

Report Author

Contact Number

Theresa Fletcher — Chief Accountant

01246 242458
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