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Accounts for 2007-08

The Department and the Agency
are conducting a review of the
existing enforcement strategy
which aims to bring together
research, intelligence and targeted
action plans. The aim is to tackle
those unlicensed vehicles that

are associated with crime-
related activities, so that a formal
numerical target for reduction in
that class of offender is no longer
needed. The effectiveness of this
strategy will be assessed in future
periods.

Our report on the 2006-07 VED
accounts noted that people could
renew their licences late to avoid
paying a month’s duty without risk
of penalty. The Agency estimated
for September 2007 that some
67,000 people abused the system
in this way. If that was a typical
month, VED evaded would amount
to over £10 million per year. In
2008, the Agency started a trial in
which it sent warning notices after
a month to some vehicle keepers
who had not paid. The trial had not
concluded by July 2008. Extending
this approach could reduce the
number of people receiving Late
Licensing Penalty notices after two
months but it would not deal with
those evading one month’s VED.

In 2006 and 2007, the Agency
trialled the use of debt collectors

to pursue some of the 1.2 million
Late Licensing Penalties issued
automatically each year. It continued
to use the County Court service for
2006-07 but not in 2007-08, apart

from a few residual cases. During
2007-08, some 510,000 penalties
were paid but there was a gap
before the appointment of debt
collectors under new contracts and
so 587,000 penalties that were not
paid were not pursued, compared
with 491,000 in the previous year.
The Agency should now be able to
increase significantly the number
of cases pursued through the new
debt collection contracts and to
address the cases neglected during
the interim period through these
contracts.

The bases for measuring and
targeting evasion of VED from
2008-09 onwards, combined with a
more informed and intelligence led
enforcement approach, should help
the Department and the Agency to
focus their efforts to better effect.

Recommendations

9.

10.

The Department and the Agency
should maintain meaningful

and robust links between

evasion targets and measures of
achievement. They also need to be
alert to early signs of changes in
evasion behaviours that risk losses
for the Exchequer and damage

to the reputation of the

VED enforcement regime.

Beside reminder letters to people
who have not renewed their licences
after one month, the Department
and the Agency should monitor
levels of evasion of one month’s
VED. If such evasion persists,

they should seek changes to
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the regulations to modify the
Continuous Registration system,
so they can impose Late Licensing
Penalties on owners who miss one
month’s tax.

11. The Agency should reduce the
numbers of unpaid Penalty cases
that are not pursued in any way,
using the debt collection agencies if
they continue to prove effective.

Evasion Estimate based on the
annual Roadside Survey 2007

12. The Department commissions
annual roadside surveys of a
statistically significant number
of vehicles each June to provide
a basis for estimating the level of
VED evasion by unlicensed vehicles.
It applies statistical weightings to
the results to estimate evasion in
the overall stock of vehicles and
the VED revenue loss.

13. Pages 6 and 16 of the Annual Report
describe the results of the annual
roadside survey for 2007 which
suggest a level of evasion of some
1.1 percent on the road, equating
to 1.7 per cent in the vehicle stock
and some 1.5 percent (£79 million)
in value for 2007-08. For the first
time most of the survey data
was collected using Automated
Number Plate Recognition (ANPR)
technology and could be checked
rigorously. The results have called
into question the validity of previous
years’ estimates of evasion. Thus
the 2007 estimate of evasion cannot
be compared meaningfully with

14.

15.

earlier years’ estimates and no
conclusion can be reached as to
whether VED evasion is increasing
or decreasing.

Targets, including Gershon
efficiency targets, for the reduction
of VED evasion up to 2008 were
set in relation to estimates made
in earlier periods, particularly the
results of the roadside survey of
2002. That survey, and those for
2004 to 2006, collected data largely
without ANPR technology and
could not be rigorously checked,
particularly for incorrectly read
number plates. The roadside
survey for 2007 remedied these
shortcomings and provided more
robust handling of the data.

Hence the 2007 evasion estimate
cannot be used to show whether
the Department and the Agency
achieved the evasion rate target or
the associated Gershon efficiency
target for reducing loss of revenue
by £70 million per year by 2008.

Data on motorcycles in the 2007
roadside survey could not be
gathered by ANPR and were thus
subject to error and uncertainty
arising from the traditional manual
method of data gathering. However,
in 2007 the evasion estimate for
motorcycles was no longer subject
to contamination of motorcycle data
by misread car number plates. As a
result, the 2007 results produced an
estimate of evasion for motorcycles
of 9.8 percent, much lower than
previous years’ estimates but still
more than the estimate for other
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vehicle types. The Department 17. The Agency also has a strategic aim
intends, from 2009, to base roadside of working in partnership with the
surveys on camera images for police, local authorities and other
motorcycles as well as for other stakeholders to keep evasion in
vehicles. Only then will it feel fully traffic below 2.5 per cent over the
confident in the results and possible period 2008-2011. Further detail
trends in evasion statistics for of targets is included in the
motorcycles. Annual Report.

New Targets for Evasion 18. The 2007 roadside survey results

call into question whether the
target of collecting an additional

and Enforcement

16. The Secretary of State set a new
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target for 2008-2011 to collect £100
million of VED over those three
years through direct enforcement
action. This target will be measured
by monthly scans of the Agency’s
vehicle register to identify

vehicles re-licensed following
enforcement action. Demonstration
of achievement of the main target
for VED will thus no longer depend
upon the results of the roadside
survey. The focus and extent of the
Agency’s enforcement activity has
in any case only partly been driven
by the roadside survey results

as it has monitored a number of
performance indicators produced
monthly, calculated from its own
ANPR results, numbers of Late
Licensing Penalty (LLP) letters

and financial measures. These
indicators and measures are not
independent or fully objective

but they have allowed the Agency
to monitor evasion levels on an
ongoing basis rather than rely
purely on retrospective measures to
manage its enforcement activities.

£100 million over three years is
achievable, as there is seemingly

a much reduced pool of evaders to
target compared to the previous
higher estimate of evasion. The aim
of keeping evasion below 2.5 per
cent does not seem a challenge

as evasion is estimated to be well
below this level already. But the
Department for Transport believes
that it would be premature formally
to review the targets until a second
year’'s worth of roadside survey data
is available in late 2008-09.

Understanding Evasion
and Future Strategy

19.

There is a need for research and
better understanding of vehicle
owners’ behaviours in relation to
VED evasion and licensing, to help
tackle specific risks including:

0 motorists who avoid paying
VED for one month when
renewing their licence,
without risk of penalty;
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20.

21.

o VED licensing legislation
and systems do not address
sufficiently retrospective licence
cover when a vehicle keeper
re-licenses late;

o motorists using false, often
stolen or cloned, number plates
to avoid congestion charging and
other ANPR enforcement; and

o use of a vehicle on the road when
the keeper has declared the
vehicle to be off the road
(SORN offences).

The Agency is planning to develop
a detailed tool that will track VED
evasion trends and distinguish
between evader types. It believes
that this tool will help them to
understand the behaviour of
evaders and the enforcement

tools that are most likely to induce
compliance. Work is also in hand to
carry out market research among
previous motorcycle VED evaders to
identify the influences and barriers
to compliance.

Other sources of information could
contribute to evasion estimates,
including those held by police forces
and other agencies that increasingly
use ANPR cameras to capture data
on vehicle movements. However,
the Agency has yet to develop a
formalised strategy for sharing
intelligence with other agencies
about patterns and trends amongst
evader types.

Licensing Gaps

22.

23.

24,

As our report in 2007 described,
some licence payers avoid a
month’s VED without being subject
to a penalty. The Agency issues
Late Licensing Penalties of £80
(reduced to £40 if paid within 28
days) but not until two months
after expiry of the previous licence.
Hence a vehicle keeper who obtains
a licence starting one month after
the previous one expired does not
get a penalty notice. There is a risk
of being caught on the road without
a licence during this period but
motorists may regard it as remote.

The Agency reviewed September
2007 licence renewals and found
that 67,000 vehicles avoided paying
for one month’s VED in this way,
without risking a Late Licensing
Penalty. The Agency has not
repeated this exercise to gauge
whether it represents behaviours
typical across the year or to identify
trends. However, there is no reason
to believe that September was an
atypical month and it indicates

that VED evasion of this type could
amount to over £10 million per year.

To address evasion of one month’s
VED, the Agency started a trial in
2008 in which 5,000 warning notices
were sent to vehicle keepers who
had neither re-licensed nor made

a SORN declaration for one month
from the expiry of their last vehicle
licence. Any renewals resulting
from those warning notices will be
effective only from the start of the
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25.

second month at the earliest. The
Agency will use the responses to
inform future policy in this area. It
had not completed the analysis of
the results of the trial by July 2008.

Extending this approach could
reduce the number of people
receiving Late Licensing Penalty
notices after two months, but it
would not deal with those evading
one month’s VED. Hence we
recommend that the Department
and the Agency should monitor
the level of evasion of one month’s
VED and if such evasion persists,
they should seek changes to

the regulations to modifying the
Continuous Registration system
so they can impose Late Licensing
Penalties on owners who miss one
month’s tax.

Use of the County Court and
Debt Collectors to pursue
Late Licensing Penalties

26.

In previous years the Agency
enforced collection of the Late
Licensing Penalties in part through
the civil court system. Since 2005-
06 it has progressively moved to
the use of debt collection agents
as the civil court system proved
cumbersome and expensive to use

with results of limited effectiveness.

Only a few residual cases went to

the court in 2007-08. A pilot of three

debt collection agents in 2006 and
2007 proved their effectiveness
and the case for using such agents
on a wider scale. On the basis of

27.

initial results and in anticipation

of the debt collector pilots being
evaluated as successful, the Agency
stopped routinely referring cases
to the court process in April 2007.
However, the formal procurement
process for the debt collection
contracts was not initiated until
the completion of the pilot and its
evaluation. There was therefore a
gap from August 2007 to February
2008 when no cases were referred
to debt collection and the Agency
did not enforce collection of unpaid
penalties at that time. An increasing
range of debts are now referred to
the debt collection agencies and
the DVLA finds them effective in
enforcement. The Agency sends

in the region of 40,000 cases per
month under the new contracts,
including some selected from the
period before the new contracts, so
the annual volume of unpaid cases
pursued will be significantly higher
than in previous years.

The following table shows the
outcome of Late Licensing Penalties
issued during the last three years.
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2005-06 2006-07 2007-08
cases | Proportion | cases| Proportion | cases| Proportion
‘000 | of Notices ‘000 | of Notices ‘000 of Notices
issued issued issued

Late Licensing Penalties issued 1,279 1,272 1,219
Of which Paid without further action VA 35% 399 31% 473 39%
Pursued to Court 216 16% 108 8% 7 0.6%
Of which Paid 21 2% 29 2% 7 0.6%
Cases sent to debt collectors N/A N/A 274 22% 159 13%
Of which Paid N/A N/A 58 5% 37 3%
Penalties Not Paid and not Pursued 619 48% 491 39% 587 48%

Source: Data provided by DVLA

28. In 2007-08, the Agency issued 1,219,000 Penalties, of which over 732,000 were unpaid and only
166,000 were pursued. Some 587,000 were not paid and were not pursued, compared with 491,000
in the previous year. The Agency should reduce the numbers of unpaid Penalty cases that are not

pursued in any way, using the debt collection agencies if they continue to prove effective.

T JBurr
Comptroller & Auditor General

18 July 2008
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Accounts Direction given by HM Treasury in accordance
with Section 4(6) (a) of the Government Trading Funds

Act 1973 and with Section 2(1) of the Exchequer and
Audit Departments Act 1921

The Driver and Vehicle Licensing
Agency (DVLA) shall prepare a
Business Account for the financial
year ended 31 March 2006 and
subsequent financial years in
compliance with the accounting
principles and disclosure
requirements of the edition of the
Government Financial Reporting
Manual issued by HM Treasury
(“FReM”) which is in force for

the relevant financial year.

The Business Account shall be
prepared so as to give a true and
fair view of the state of affairs as

at 31 March 2006 and subsequent
financial year-ends and of the
income and expenditure, total
recognised gains and losses

and cash flows for the financial
year then ended. The Business
Account shall also be prepared

so as to provide disclosure of any
material income or expenditure
that has not been applied to the
purposes intended by Parliament or
material transactions that have not
conformed to the authorities which
govern them.

Compliance with the requirements
of the FReM will, in all but
exceptional circumstances, be
necessary for the accounts to

give a true and fair view. If, in

these exceptional circumstances,
compliance with the requirements
of the FReM is inconsistent with the
requirement to give a true and fair
view, the requirements of the FReM
should be departed from only to the
extent necessary to give a true and
fair view. In such cases, informed
and unbiased judgement should

be used to devise an appropriate
alternative treatment, which

should be consistent with both the
economic characteristics of the
circumstances concerned and the
spirit of the FReM. Any material
departure from the FReM should be
discussed in the first instance with
HM Treasury.

DVLA shall prepare a Vehicle Excise
Duty Account for the financial

year ended 31 March 2006 and
subsequent financial years which
shall give a true and fair view of

the state of affairs relating to the
collection and settlement of Vehicle
Excise Duty at 31 March 2006 and
subsequent financial year-ends and
of the revenue and expenditure and
cash flows for the financial year
then ended.

When preparing the Vehicle Excise
Duty Account, DVLA shall have
regard to the guidance given in the
attached Appendix to this Direction.

DVLA Annual Report and Accounts 2007-08
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DVLA shall also agree the format
of the supporting notes (including
the accounting policies relating

to revenue recognition, evasion
and exemption) with HM Treasury.
Regard shall also be given to all
relevant accounting and disclosure
requirements given in Government
Accounting and other guidance as
issued by HM Treasury, and the
principles underlying UK Generally
Accepted Accounting Practice.

Evasion is outside the scope of

the Vehicle Excise Duty Accounts
and shall not be included in

the statement of revenue and
expenditure, balance sheet,

cash flow statement or notes.

This fact should be disclosed in

an accounting policy note with
reference to the Management
Commentary for further disclosure.
The disclosures in the Management
Commentary shall include
discussion of the level of

evasion in year.

Exemption is also outside the
scope of the Vehicle Excise Duty
Account. This fact should be
disclosed in an accounting policy
note, with reference to the notes to
the Account for a discussion of the
financial implications.

The Business Account, together
with the Vehicle Excise Duty
Account, shall be transmitted to the
Comptroller and Auditor General for
the purpose of his audit examination
and report by a date agreed with

the Comptroller and Auditor

10.

General and HM Treasury to ensure
compliance with the administrative
deadline for laying the audited
accounts before Parliament set for
the relevant year.

The Business Account and Vehicle
Excise Duty Account, together
with this direction, (but with the
exception of the appendix), shall
be laid before Parliament in one
volume containing both financial
statements and the Report
produced by the Comptroller and
Auditor General under section

2(2) of the Exchequer and Audit
Departments Act 1921 as amended
by the Government Resources and
Accounts Act 2000.

This Direction supersedes the
separate Directions for the Business
Account issued under cover of Dear
Accounting Officer letter (DAO (GEN)
01/06) on 16 January 2006 in so far
as it refers to DVLA, and for the
Vehicle Excise Duty Account issued
on 23 February 2005.

e

lan Carruthers
Director, Government Reporting,
HM Treasury

25 April 2006
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Appendix

Driver and Vehicle Licensing Agency

Vehicle Excise Duty Account for the year ended 31 March 2008

The Vehicle Excise Duty Account shall include:

o

a Statement of the Accounting Officer’s Responsibilities

o

a Statement of Revenue and Expenditure

a Balance Sheet

o

a Cash Flow Statement and

o

o

such notes as may be necessary to present a true and fair view.

The Notes shall include among other items:

o the accounting policies including the policies for revenue and refund
recognition, details of estimation and forecasting techniques together
with statements explaining any significant uncertainty surrounding
estimates and forecasts

O a breakdown of material items within the accounts
O any contingent liabilities and assets

o summaries of losses, write-offs and remissions

o post balance sheet events

o related party transactions and

o any other notes agreed with HM Treasury and NAO.
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Contact Us

All our services may be accessed through:

virectgov

Public services all in one place

Drivers enquiries

Telephone:
Fax:
Address:

E-mail:
Textphone:

Vehicle enquiries

Telephone:
Fax:
Address:

E-mail:

Textphone:

Dealer line number/
Date Vehicle First Registered:

Vehicle tax due:

Car hire companies:

0870 240 0009 (national rate)
0870 850 1285

Drivers Customer Services
DVLA Swansea SA6 7JL

drivers.dvla@gtnet.gov.uk

for the deaf and hard of hearing
01792 766 366 (standard rate)

0870 240 0010 (national rate)
0870 850 1285

Vehicle Customer Services
DVLA Swansea SA99 1AR

vehicles.dvla@gtnet.gov.uk

for the deaf and hard of hearing
01792 766 426 (standard rate)

Premium Rate Services

(Calls charged at 49 pence per minute)

0906 185 8585
0906 765 7585
09061 393 837

DVLA Personalised Registrations

To check on the availability of DVLA Personalised Registrations please visit: www.dvlaregistrations.co.uk
+ 441792 782341

To call the Agency from abroad:

If you would like further information about this Annual Report and Accounts, please contact
Ann Jones, DVLA, Corporate Management Services, Swansea, SA6 7JL, 01792 782620.
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