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(OPEN TO THE PUBLIC)
ITEM NO.



REPORT OF THE DIRECTOR OF CORPORATE SERVICES


To the Lead Member Briefing, Monday 1st December 2003, Cabinet Briefing, Tuesday 9th December 2003 and Cabinet, Wednesday 17th December 2003.  


TITLE:  COLLECTION FUND ESTIMATED OUTTURN 2003/04


RECOMMENDATION: That Cabinet agrees to declare an estimated deficit of £0.953m on the Collection Fund as at 31st March 2004 as the final step in the 5 year plan designed to eliminate the overall estimated shortfall on the fund.


EXECUTIVE SUMMARY:

The Collection Fund regulations require a local authority to estimate the balance on its Collection Fund as at 31st March each year and to notify each precepting authority by 15th January. Any such balance is to be distributed to/borne by the City Council and the G.M. Police and Fire and Civil Defence Authority in proportion to the value of their respective demand and precept.


BACKGROUND DOCUMENTS: Council Tax system reports, the Local Authorities (Funds) (England) Regulations 1992, Various working papers and reports. (Available for public inspection)


CONTACT OFFICERS:

Phil Prady Tel.  793 3245 phil.prady@salford.gov.uk

ASSESSMENT OF RISK: Low 


SOURCE OF FUNDING: The recommended deficit would be collected through the Council Tax levy and from the precepting authorities in 2004/05.


LEGAL ADVICE OBTAINED: Not applicable


FINANCIAL ADVICE OBTAINED: The Finance Division of Corporate Services has produced this report.


WARD(S) TO WHICH REPORT RELATE(S):      All wards


KEY COUNCIL POLICIES: Budget Strategy


REPORT DETAIL

1.
INTRODUCTION

1.1 This report gives details of the Council Tax collection performance and summarises the estimated impact on the balance of the Collection Fund as at 31st March 2004.

2. BACKGROUND

2.1
The Collection Fund regulations require a local authority to estimate the balance on its Collection Fund as at 31st March each year and to notify each precepting authority by 15th January. Any such balance is to be distributed to/borne by the City Council and the G.M. Police and Fire and Civil Defence authorities in proportion to the value of their respective demand and precept.

2.2 You may recall that Cabinet has previously approved a plan to recover the estimated deficit of £2.75m on the fund over 5 years beginning in 2000/01. This approach was taken to even out the impact of the deficit and accordingly deficits of £0.550m have been declared in 2000/01 and 2001/02.

2.3 The 2002/03 budget process identified that continuing reductions in the gross debit had partially negated the impact of the declared deficits and it was agreed that an acceleration of the action was required to keep to the original 5-year plan. Accordingly the City Council approved the declaration of a £1.096m and £1.098m deficit on the fund in 2002/03 and 2003/04 respectively.

3.
CURRENT POSITION

3.1 Attached is a table giving the current collection performance across all years of Council Tax since 1993/94. A summary of the implications is given below:- 

· A more cautious approach to the calculation of the Council Tax base introduced in 2001/02 and continued in 2002/03 and 2003/04 has increased the level of ‘collectable’ income by £1.059m.

· The revised collection rate target after taking account of the deficits declared and increases in the gross debit is 97.89% which shows a marked improvement on the 98.2% reported in November 2002.

· The current collection performance is consistent with previous years and therefore a 97.75% collection rate achieved for the period 93/94 to 95/96 is a reasonable guide of what is an attainable target.
3.2 The revised estimated deficit based on an assumed collection rate of 97.75% is £0.953m and this would reduce to a ‘break even’ position if the collection rate target of 97.89% was achieved. This serves to emphasise that a marginal improvement in the collection rate can have a significant impact on the estimated deficit.

4.
OBSERVATIONS  

4.1 The overall position has improved considerably from the £2m deficit reported as part of the 2003/04 budget process. This confirms that the policy of declaring deficits on the fund is working and this together with the more cautious approach to the calculation of the Council Tax base as adopted in 2001/02, 2002/03 and 2003/04 is having a favourable impact on the Collection Fund. However, as can be seen from 3.2 above an estimated £0.953m is still required in contributions to enable the fund to ‘break even’. 

4.2
This is the last year of the five-year plan to break even on the fund and to keep within the original timescale it is apparent that the accelerated action approved in previous years should continue. A level consistent to that approved in the 2003/04 budget would ensure that the break-even position is achieved by 31st March 2005. This would require a contribution of £0.953m to be collected through the Council Tax levy and from the precepting authorities in 2004/05.
5.
RECOMMENDATION
It is recommended that an estimated deficit of £0.953m be declared on the fund as at 31st March 2004 as the final step in the 5 year plan designed to eliminate the overall estimated deficit. This specific amount will be borne by the precepting authorities in proportion to their share of the Council Tax levy. The G.M. Police and Fire and Civil Defence authorities therefore will meet £0.101m of the cost leaving Salford to bear £0.852m which is £150k less than in the two previous years.

