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ITEM 12 Write-off of Uncollectable Debts 

 
 
Report of the Economic Portfolio Holder 
 
 

Recommended:  

That the debts detailed in the report, totalling £257,679.51, be written off in the 
Council’s accounts as uncollectable. 

 

SUMMARY:  

• This report seeks approval to write off Business Rates debts that have proved to 
be uncollectable, in accordance with the Council’s financial regulations. 

 

1 Introduction  

1.1 Income can be a vulnerable asset and effective income collection systems are 
necessary to ensure that all income due is identified, collected, receipted and 
banked properly. 

1.2 Under Financial Procedure Rule E2.2 the Head of Finance has responsibility, 
in consultation with the appropriate Chief Officer, to agree the write-off of bad 
debts or other sums due to the Authority up to a limit of £5,000.  

1.3 Amounts in excess of £5,000 must be authorised by the Economic Portfolio 
Holder and amounts over £25,000 must be referred to Cabinet for approval. 

2 Debt recommended for write-off 

2.1 This report identifies business rates debts in respect of two companies that 
are recommended to be written-off as uncollectable.  

2.2 Mytham Ltd 

2.3 The total amount of business rates owed by Mytham Ltd which is 
recommended to be written off is £219,326.09. This total is in relation to 10 
accounts and was accrued between 2009 and 2015.  

2.4 The Council served a Statutory Demand on the company in 2013. No 
response was received from the company following the service of the 
Demand.  
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2.5 The only further option the Council had to recover any of this debt was to 
begin winding-up proceedings against the company. It was clear from 
property inspections and enforcement agent reports that the company had no 
assets that could have been used to settle the debt and the issuing of a 
winding-up order would have incurred additional costs to the Council that 
would not have been recovered. No winding-up proceedings were 
commenced. 

2.6 Mytham Ltd was dissolved on 15 March 2016 and there is therefore no 
potential for the debt to be recovered. 

Import Supplies Direct Ltd 

2.7 The total amount recommended to be written off in respect of the above 
company is £38,353.42. 

2.8 The debt relates to the period from 2008 to 2013 when the company occupied 
a property in Test Valley.  

2.9 During the time that the debt was outstanding the Council obtained Liability 
Orders from the Magistrates’ Court and attempted recovery through the use of 
enforcement agents on several occasions. On each occasion the enforcement 
agents were unable to recover the debt or agree a repayment plan. 

2.10 Import Supplies Direct was dissolved on 21 June 2016 and there is therefore 
no potential for the debt to be recovered. 

3 Risk Management  

3.1 An evaluation of the risks associated with the matters in this report indicate 
that further risk assessment is not needed because the changes/issues 
covered do not represent significant risks or have previously been considered 
by Councillors. 

4 Resource Implications  

4.1 The actual cost to the Council of these debt write-offs cannot be confirmed 
until after the end of the financial year. The reasons for this are explained in 
more detail in the following paragraphs. 

Accounting for business rates 

4.2 Prior to the 1 April 2013, when Business Rates’ debts were written off, the 
costs were met from the non-domestic rate pool controlled by the Government 
and therefore did not impact on this Council’s finances directly. 

4.3 The current rates’ retention scheme came into effect on 1 April 2013. One of 
the changes is that the cost of Business Rate write-offs is now met in part by 
central government and in part by local government. Despite some of the 
debts being recommended for write-off relating to pre-2013, the full cost of the 
write-off must be accounted for under the new arrangements. 
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Bad Debt Allowance 

4.4 Each year, as part of the preparation of the Collection Fund (the statutory 
account through which Council Tax and Business Rates are administered) the 
Council makes an allowance for uncollectable debts. The allowance reflects 
that it is not possible to collect 100% of bills raised due, for example, to 
company failure. 

4.5 The bad debt allowance calculation is based on a number of factors, including 
the age of the debt and the recovery stage to which the debt has been 
progressed. The bad debt allowance at 31 March 2016 included £143,789 in 
respect of these debts, which the Council’s share was £57,516.  

Business Rates Growth 

4.6 The accounting regime for business rates provides the Council with an 
incentive for achieving growth in business rates payable. The Council has 
been successful in generating growth above its baseline position in recent 
years and expects this to be case in 2016/17.  

4.7 Where growth is achieved, the Council receives 50% of the business rates 
above the baseline income. A 50% levy to the government accounts for the 
remainder of the income. 

4.8 The bad debt costs in this report will reduce any growth achieved in 2016/17 
and therefore reduce the levy payable to government. Effectively, the Council 
is incurring 100% of the cost of the write-off, but saving a 50% levy on the 
growth it would have attained without it. 

Net Position 

4.9 The net cost to the Council of writing off the debts recommended in this report 
is shown in the following table. 
 

 £ 

Total value of debts to be written off 257,680 

Other bodies’ share of cost of bad debt (60%) (154,608) 

Council share of cost of bad debt (40%) 103,072 

Less:   Amounts already provided in previous years’ accounts (57,516) 

           Reduced levy on business rates growth in 2016/17 (22,778) 

Expected cost to the Council in 2016/17 22,778 

 

4.10 The remaining cost of the bad debts recommended for write-off can be 
contained within the bad debt allowance for the current year.  
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4.11 Despite the need for the above write-offs, the Council has a successful record 
for the collection of business rates. The annual target is to collect 99% of the 
amounts billed. To date, the Council has recovered 98.7% of the 2015/16 
amounts billed, with ongoing recovery work expected to see the target 
surpassed in the coming months. 

5 Equality Issues  

5.1 An EQIA screening has been completed in accordance with the Council’s 
EQIA methodology and no potential for unlawful discrimination and/or low 
level or minor negative impact have been identified, therefore a full EQIA has 
not been carried out. 

6 Conclusion and Reasons for Recommendation  

6.1 The report identifies business rates debts in respect of two companies for 
which there is no prospect of recovery. It is recommended that it is written-off 
in the Council’s accounts. 

 

Background Papers (Local Government Act 1972 Section 100D) 

None 

Confidentiality   

It is considered that this report does not contain exempt information within the 
meaning of Schedule 12A of the Local Government Act 1972, as amended, and can 
be made public. 

No of Annexes: 0 File Ref:  

(Portfolio: Economic) Councillor P Giddings 

Officer: Carl Whatley Ext: 8540 

Report to: Cabinet Date: 30 November 2016 
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