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Review of Council Tax and Business Rates Direct Debit payment 

issues 

 
1. INTRODUCTION / BACKGROUND 

1.1 In December 2016 an error occurred in two Direct Debit (DD) payment runs and 
payments were taken from customer’s bank accounts a few days earlier than 
the due date. This review examines what happened and how it can be 
prevented from happening again.   

  

 

1.2 Normal Process 
 

1.2.1 The DD payment file is run 2 working days before the payment is due 
to leave the customer’s bank account. Due to the offices being closed 
over the Christmas period the DD payment file for 28 December has to 
be processed in advance.   

 
1.2.2 The first stage is to run the DD file in test mode, with a payment date of 

28 December.  Any discrepancies, such as incorrect sort code, are 
corrected from an exception report. The DD file is then run again in live 
mode to create the payment records.   

  
1.2.3 The second stage is to create a BACSTEL file from our records into a 

format that can be sent to the bank.  The DD payment date is again 
confirmed as 28 December and the bank processing date is set as 23 
December (2 working days before the DD’s) 

 
1.2.4 This file is then transferred using BACSTEL IP File Transfer desktop 

program icon, to transfer the BACS file from the CIVICA system server 
to a secure BACS server. The Experian Payment Gateway (EPG) 
automatically picks up the BACS file and allocates a processing day of 
the next working day.  

 
1.2.5 The final stage is to transfer this file from within the Experian system to 

BACS. 
 
1.2.6 Prior to June 2016 responsibility for processing Direct Debit 

instructions had been split between Revenue and Finance.  The first 
two stages to create the BACS files were run by the Revenue team 
within CIVICA. 

 
1.2.7 The output file from CIVICA (the BACS file) was processed by Finance.  

A report on the dates and amounts, and a signed transmission 
authorisation form was then passed to finance to verify all of the 
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information. A fundamental part of the authorisation process is for the 
processing date, file amount and number of transactions are checked 
and verified against the authorisation form provided.  If they were in 
agreement the file would be transferred using the Albacs BACS 
transmission software system.  If these did not agree, the file would not 
be released and further checks would be made to verify the 
instructions. 

 
1.2.8 The council changed its BACS software in June 2016 as the Albacs 

software that had been used for a number of years was ‘end-of life’. 
 
1.2.9 For reference, the council was notified in February 2016 that the 

Albacs software would go ‘end-of-life’ with effect from 13 June.  If the 
software was not changed no DD’s could be collected or direct credits 
paid out by Stroud District Council. Consequently, a new supplier 
Experian was appointed via a procurement selection process. The 
Albacs software necessitated a centralised system, however Experian 
allows decentralisation of BACS file transmission, and a number of 
other advantages such as automated delivery of reports by email. It 
also allows a degree of automation for the transmission of paperless 
DD process, and makes it easier to introduce additional payment days 
for services such as Housing who want to offer more payment dates. 

 
1.2.10 There is flexibility over the way that the system either allocates a 

processing day to a file, or accepts a processing day from the file 
received. During implementation users were consulted on this and for a 
number of reasons, primarily using the format of files already provided 
by the feeder systems such as Council Tax and Rents, the method 
implemented was that the Experian system would allocate the 
processing day to the file based on the day the file was imported. It is 
vital to check the processing day for every file transmission to ensure 
the collection day (the day after processing day) is correct. This has 
always been the case, and did not change with the implementation of 
Experian. 

 
1.2.11 Implementation of the Experian system meant that from June the 

process changed so that the Revenue team would also perform the 
transmission of BACS files.  Training was provided by Finance to all 
services undertaking the BACS file transmission task. 

 
2.  ISSUES FOR CONSIDERATION 

2.1 The errors  

 
2.1.1 There were two errors in December 2016 that led to a large number of 

customer’s having payments taken from their bank accounts early. 
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Type Council Tax NNDR Council Tax NNDR TOTAL

No accounts 5,745 188 14,381 339 20,653

Value £847,533 £273,038 £2,123,322 £571,940 £3,815,833

Intended 

Collection Date Wed 28/12/2016 Wed 28/12/2016 Tue 03/01/2017 Tue 03/01/2017

Actual Collection 

Date Fri 23/12/2016 Fri 23/12/2016 Wed 28/12/2016 Wed 28/12/2016

Error 1 Error 2

 
 
 
 
2.1.2 Error 1: Payments were taken from customer’s bank accounts early on 

the 23 December 2016 rather than on 28 December 2016.  This was 
because the processing date instructions input into Experian were not 
cross-checked against the transmission authorisation form. 

 
2.1.3 Email confirmation of the processing date would have been received at 

8.00 a.m. on 22 December 2016 confirming the processing date.  This 
was sent to a _WEB email address that all 3 members of the Revenue 
team have access to.  A simple check against the confirmation would 
have indicated that payments would be taken on 23 December 2016.  
Whilst the DD instruction could not have been cancelled, mitigating 
action could have been put in place earlier. 

 
2.1.4 Error 2: Payments were taken from customer’s bank accounts early on 

the 28 December 2016 rather than on 3 January 2017 (being the first 
working day after 1 January 2017).  Again, this was because the 
processing date instructions input into Experian were not cross-
checked against the transmission authorisation form. 

 
2.1.5 If the email confirmation had been checked on 22 December 2016 

(when it was received) prior to processing the second tranche of CT 
and NNDR DD instructions, Revenue staff would (potentially) have 
been aware of the first processing error and ensured that adequate 
internal controls were in place to prevent the second error from 
happening. 

 

 

2.2 Action Taken – Error 1 
 

2.2.1 The Revenue team first became aware of the errors following a 
customer phone call on Friday 23 December 2016. The DD payments 
had already been taken early on 23 December 2016.  
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2.2.2 As the files had been processed and payments collected, it was not 
possible to recall the DD instructions (these can only be recalled on the 
day of submission). 

 
2.2.3 As it was the last working day before the Christmas bank holidays 

there were a limited number of options available to mitigate the error.  
On 23 December information about the error was emailed to members, 
and put on our website. 

 
2.2.4 A written apology has been sent to all the affected customers with the 

assurance that any bank charges incurred as a result of the payment 
being taken early will be repaid.     

 

 
2.3 Action Taken – Error 2 
 

2.3.1 23 December was processing day for these two DD files, and so they 
would collect the next working day after this which was the 28 
December. No BACS direct debit files can be stopped on the 
processing day, it is too late.   BACS were contacted to explain the 
position and they confirmed there was no possibility to stop the 
transactions. NatWest Bankline helpdesk was contacted to find out if 
there were any options available that would allow us to pay the DD 
payers being debited on 28 December. They advised of the facility to 
import files of transactions into Bankline to usethe bank’s Future Dated 
Bulk Faster Payment process which could credit customer accounts. 
Further request to the helpdesk about whether we could credit one day 
earlier on 27 December cancelling out the DD payment on 28 
December, identified that with some changes to the background 
settings of our system we could pay on a Bank Holiday or non-working 
day   

 
2.3.2 Faster Payments are only normally used by Finance on rare occasions 

for single, very urgent payments. They are not the normal method of 
payment due to authorisation/control weaknesses and the cost of 
processing, as well as the fact that there is a lack of integration with the 
Agresso finance system. 

 
2.3.3 Consequently, Finance staff available on the 23 December, have no 

experience of using future dated Faster Payment batch files (they have 
only been used once before – and for much lower volumes of 
transactions). The payments were enabled through help from the 
NatWest bank helpline who explained the format of the file, the various 
permissions required of a user uploading the file and the authorisation 
of the file. Also, ICT staff assisted to take the data from the original DD 
files and reformat them. They also oversaw correcting any file 
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validations that were required to allow each file to be authorised. This 
required skilled personnel to be on hand and fortunately they were, and 
produced the goods extremely quickly under pressure. The cut-off time 
for authorising a file was 5:00 p.m. The final file was authorised at   
4:50 p.m. 

 
2.3.4 Also, a new DD run was then processed correctly and payments would 

be taken on 3 January as originally intended. (1 and 2 January being 
bank holidays) 

 
 
2.4 An issue with the Faster Payment process 
 

2.4.1 It is worth highlighting that the issue with the Faster Payment process 
only arose due to the initial error with DD payments being taken early.  
This is a secondary issue that members should be aware of in terms of 
the steps taken by ICT and Finance staff on 23 December 2016 to 
mitigate the impact of the 2 errors. 

 
2.4.2 The Faster Payment process only allows for a maximum of 3,000 

transactions (it was also decided to limit the file batch value to 
£250,000 for authorisation purposes) to be processed in any one file, 
therefore, the data had to be split up and sent in 12 different batches.  

 
2.4.3 We were subsequently advised by the bank, that the council’s bank 

account that was used to credit the DD’s via Faster Payment did not 
have sufficient funds to cover all of the 12 batches.  As a result of this, 
all of the Faster Payment batch files were processed correctly apart 
from one file containing 1725 accounts amounting to £248,758.  

 
2.4.4 Finance logged into the Bankline software on the 28 December and 

together with the DD collection transactions there were a number of 
Faster Payment bulk debits appearing on the bank statement, seeming 
to demonstrate that the actions of the 23rd had been successful. 

  
2.4.5 On 3 January it became apparent that one of the files had been 

rejected by the bank. Immediately, ICT provided a replica file for a 
same day Bulk Faster Payment which was authorised and transmitted, 
although it took almost an hour to complete the transmission.  

 
2.4.6 The reason for rejection of the file has been taken up with NatWest the 

Council’s bankers. An initial meeting has taken place with our client 
relationship manager from NatWest.  The initial explanation is centred 
around the timing of the payments and receipts through the council’s 
bank account on 28 December 2016, but there are also some technical 
procedural issues being investigated concerning NatWest’s Bankline 
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service (the online interface the council has to its NatWest accounts).  
It would appear that 1 of the 12 batches of transactions was rejected 
before 8:30 a.m with no notification provided to the council or our 
relationship manager.  If the transaction had occurred after 8:30 a.m. 
the rejected transaction would have been put on hold and referred to 
our Relationship Management team in Cheltenham (our Relationship 
Manager was working on 28 December) for a decision as to whether to 
authorise or not, and they confirm that they would have authorised the 
file of transactions immediately.. On the surface it seems to have 
highlighted some technical shortcomings with the Bankline service.  A 
follow-up meeting with NatWest will be arranged once they have 
completed a more detailed investigation. 

 
2.4.7 This meant that the 1725 customers had a DD payment taken on 28 

December but did not have a credit on their account on 27 December 
and then a further DD Payment was taken on 3 January.  They were 
also re-credited by faster payment on 3 January. 

 
2.4.8 A written apology has been sent to all the affected customers with the 

assurance that any bank charges incurred as a result of the payment 
being taken early will be repaid.     

 
 
2.5 How to prevent taking future DD payments early 
 

2.5.1 The issue has arisen because a check of the processing day did not 
take place within the Experian system. This should occur within the 
Experian system every time a DD collection file is sent. It is the 
fundamental check alongside the value of the file and the number of 
transactions, and all of this information should be on the BACS 
authorisation form which is the authority to transmit the file.  This has 
now been put in place for all Council Tax/Business Rates DD payment 
runs.  There will be a separation of tasks where one person will 
undertake the processing within CIVICA and a second person will 
check and sign off the data on the final file within the Experian 
software.   

 
2.6 Customer Impact 
 

2.6.1 Phone calls to the council tax line for first week January: 
 
Tuesday                541 
Wednesday         205 
Thursday              139 
Friday                    109 
Thursday and Friday were about average call volumes that we receive.  
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Approximately 200 of the calls were about the direct debit - the majority 
of the calls we dealt with was explaining what had happened as people 
were confused.   

 
2.6.2 We have had approximately 135 customers contact us by e-mail. Out 

of the 20,653 customer accounts affected we have had 16 that have 
been escalated to a complaint.  We sent 2345 apology e-mails on 
Friday 6 January. The general feedback from customers who have 
contacted us has been to thank us for the apology and for letting them 
know that there had been a DD problem.  

 
2.6.3 Phone calls and e-mail contact over the Christmas shutdown period 

was minimal. We had 5 phone calls to message link that were logged 
needing some action and 15 e-mails. These were done during the first 
few days in January.    

 
2.6.4  We have had 14 requests for reimbursement of bank charges totalling 

£284.90 They have already been processed and paid. 
 
2.6.5  We have had 66 customers who have cancelled their DD instruction as 

a result of the problem. Following contact with us, 29 of those have 
since been reinstated. 

 
3 CONCLUSION/RECOMMENDATIONS 
 

3.1 In consultation with internal audit I have instructed that the following 
actions are carried out:   

 

 

 
 Action1: 
 

 
The Direct Debit (DD) procedure guidance notes have been fully documented and 
process clearly defined. This includes a separation of tasks where one person will 
undertake the processing within Civica and a second person checks and sign off the 
final file within Experian. To be shared and adapted by each other service 
transmitting BACS files.  
 

 
Action By: 
  

 
Revenue  

 
Completion Date: 

 
Completed 
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 Action 2: 
 

 
There will be additional training undertaken for all staff with the responsibility for 
processing direct debits. This will also include additional revenue staff being trained 
for contingency.     

 
Action By: 
  

 
All staff with 
responsibility for 
processing Direct 
Debits 

 
Completion Date: 

 
31/01/2017 
completed in 
Revenue 

 

 

 
Action 3: 
 

 
Internal protocols and robust internal controls are implemented, including having 
user group meetings.   
    

 
Action By: 
  

 
 All staff with 
responsibility for 
processing Direct 
Debits 

 
Completion Date: 

 
31/01/2017 

 

 

 
Action 4: 
 

 
A Business Continuity Plan is developed to include all stakeholders (including the 
banks procedures / requirements) to ensure that the relevant staff are available 
should such an incident occur in the future, particularly over high risk collection 
periods such as bank holidays and summer holidays. 
  

 
Action By: 
  

 
All staff with 
responsibility for 
processing Direct 
Debits 

 
Completion Date: 

 
10/02/2017 
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Action 5: 
 

 
An internal Audit Review is undertaken during 2017/18 to provide the relevant 
assurances that the Improvement Plan has been addressed and implemented. 
    

 
Action By: 
  

 
Audit 
 

 
Completion Date: 

 
31/05/2017  

 

 

 
Action 6: 
 

 
Automate the DD process to try and remove some of the human element of key data 
entry, to include initial feasibility review of project and cost.   
    

 
Action By: 
  

 
Revenue /Finance/ ICT 
 

 
Completion Date: 

 
28/02/2017 

 
 
 
 
 
Contact after 31 January 2017: 
Joanne Jordan, Strategic Head of Customer Services 
Phone: 754005 
Email: joanne.jordan@stroud.gov.uk  
 
NB. For any queries prior to 31 January 2017 please contact: 
Simon Killen Revenue & Benefits Manager 
Phone: 754013 
Email: simon.killen@stroud.gov.uk   




