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ITEM 5 POLICY REVIEW:  DEBT RECOVERY AND HARDSHIP ASSISTANCE COUNCIL POLICY 
  

This report provides a proposal to add and make changes to provisions in Council’s Debt Recovery and 
Hardship Assistance Council Policy to provide further guidance in relation to debt recovery functions and 
collections of debt. As part of the Policy review, consideration has been given to how Council can better 
meet the expectations of our customers in consideration of the Debt Management and Hardship 
Guidelines released by the Office of Local Government in September 2018. 
 

RECOMMENDATIONS 

1 The revised Debt Recovery and Hardship Assistance Council Policy be adopted. 
 

REPORT AUTHORISATIONS 

Report of: Brian Jenkins, Chief Financial Officer  
Authorised by: Renee Campbell, Director Corporate Services - Connected + Engaged City  

ATTACHMENTS 

1  Revised Council Policy - Debt Recovery and Hardship Assistance 
  
 

BACKGROUND 

Council’s Debt Recovery and Hardship Assistance Council Policy was first adopted by Council on 
22 June 2015 and has been reviewed on two previous occasions (25 July 2016 and 3 April 2017) to 
improve our debt management services. During both of these reviews there have been consideration of 
better practice and how we can reasonably meet our customer expectations whilst still achieving 
appropriate levels of recovery measured against the Office of Local Government’s annual performance 
benchmark of 5% for overdue rates and charges. 

One of the improvements to the Policy introduced in 2016 was a deferral scheme for eligible pensioners. 
The scheme allows pensioners to enter into a formal agreement to defer their rate debt against the 
property until either their passing, pensioner eligibility is lost, or the property is sold. The deferral allows 
the pensioner to make affordable payments convenient to them without the concern of falling into legal 
recovery process. There are currently 189 pensioner ratepayers who have signed agreements for the 
scheme and many others still behind in payment. 

One of the issues with deferral both for pensioners, and often potential beneficiaries, is the payment of 
interest on outstanding debt. The interest payment is currently charged at the same level applied to non-
paying owners, which, by intent, is a penalty rate based on the NSW Court interest rate (currently 7.5%). 
It is considered that this scheme should apply an interest rate to cover the cost of proving deferral rather 
than a penalty to entice payment. Council’s cost of holding the debt can be reasonably set using an 
external measure published by IPART called the nominal Local Government Discount Rate (currently 
3.7%) that reflects Council’s cost of capital.  Accordingly, the revised Policy incorporates this change. 

Since the Policy review in April 2017, Council has been approached on numerous occasions during 
times when a ratepayer has deceased and the grieving family member has requested Council to place 
the account on hold until probate or letters of administration have been processed for payment to be 
made. The changes proposed in the revised Policy include a 12 month interest free period to allow for 
these legal matters to be finalised to assist with easing the burden during that period. 

Under the current Policy, Council enters Judgment to secure the debt after a Statement of Claim has 
been lodged and the debt remains unpaid after 36 days. The Court allows access to this information to 
credit reporting agencies, which impacts on a person’s credit rating and may affect their ability to obtain 
credit from financial institutions for a period up to five years. Council’s current process and Policy 
requires notification to the credit reporting agencies when a debt is paid in full. This does not remove the 
credit listing and may still impact financing in many instances. The only way people can have their credit 
listing removed is through consent orders being lodged at Court through Council. There were two lines of 
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thought considered as to the approach Council should introduce into its Policy to allow removal of the 
credit listing: 

1 That Council has an obligation to financial institutions to leaving the judgment on the credit file for 
five years and that if Council were to lodge consent orders at the Court to remove judgment, this 
would not show the full credit history of the applicant. Under this consideration, the Policy would 
allow ratepayers to seek removal through the Debt Recovery and Hardship Assistance Committee. 
The Committee would consider extenuating circumstances and prior recovery history when 
deciding to grant the consent orders for removal, or  

2 That Council, through the application of its recovery process, has received payment and the debt 
with Council has been satisfied. Council’s Policy objectives have been satisfied and it is not 
Council’s intent to further impact our ratepayers. Under this consideration, the Policy would allow 
for Council to set aside the judgment debt. 

The recommended approach presented in the revised Policy is the latter, where Council would set aside 
judgment once payment has been made in full. 

There are also some minor changes to the Policy to allow consistency with current actions and bring in 
line some of our processes with community expectations. 

PROPOSAL 

The following outlines the proposed amendments to the Debt Recovery and Hardship Assistance 
Council Policy: 

• Include ‘email’ to the channels of communication with the ratepayer(s) and debtor(s). 

• Include Pre-Statement of Claim telephone calls and Pre-Judgment notification letter within the legal 
recovery process. 

• Add the criteria of Principal Place of Living within Hardship Assistance, allowing the Debt Recovery 
and Hardship Assistance Committee to make a more informed decision on each individual case. 

• Include debtors to the granting of a moratorium up to 90 days for payment to assist when a natural 
disaster or significant event has occurred. 

• Removal of the clause for payment arrangements: “The ratepayer must sign the agreement and 
return it to Council within 14 days of the posting date of the agreement, otherwise the agreement is 
taken to be not valid” as this does not reflect current procedure and it is considered that issuing 
and sending of the agreement to the ratepayer(s) signifies its validity. 

• Upon notification of a ratepayer(s) death, Council will grant a 12 month interest free period to allow 
for probate or Letters of Administration to be processed. After the 12 month period ends or the 
property is transferred, whichever comes first, interest accrues at the prescribed rate. 

• Offer a reduced interest rate equivalent of IPART’s nominal Local Government Discounted Rate to 
eligible ratepayers who have entered into a Pensioner Agreement to Defer Rates, Charges and 
Interest. 

• Amend wording to include: “Council will communicate with the deferred ratepayer before the debt 
is 20 years old and prior to commencing legal recovery to secure the debt”. 

• Where legal recovery is unsuccessful, provide Council the option to utilise collection techniques 
outside the standard legal recovery where warranted and assessed on a case by case basis. 

• Setting aside the judgment debt when payment is made in full. 

CONSULTATION AND COMMUNICATION 

• Legal Services 

• Property Division 
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• Debt Recovery and Hardship Assistance Committee 

• A Councillor Briefing has been held to discuss the proposed changes to the Policy 

PLANNING AND POLICY IMPACT 

This report contributes to the delivery of Wollongong 2022 goal 4 ‘We are a connected and engaged 
community’ 

It specifically delivers on core business activities as detailed in the Financial Services Service Plan 
2019-2020. 

FINANCIAL IMPLICATIONS 

Based on information available at present, it is considered that the impact of the discounted interest rate 
for the deferral scheme would be in the order of $48,000 per annum. It is considered that this adjustment 
could be managed within the rates management budget offset against rates income. There is potential, 
over time, that the number may increase with additional pensioners opting into these arrangements, 
although this does not impact future budgets as this potential growth in interest income is not factored in 
to the Long Term Modelling. While the Policy change may encourage greater levels of deferral, the 
discounted rate is intended to provide an income to Council that matches our opportunity cost of funds 
including the time value of money. 

CONCLUSION 

The Debt Recovery and Hardship Assistance Council Policy has been revised and is presented to 
Council for adoption. 
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