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REPORT OF THE LEAD MEMBER FOR STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES 



TO THE LEAD MEMBER OF CUSTOMER AND SUPPORT SERVICES


ON Monday 18th December, 2006


TITLE : COLLECTION FUND ESTIMATED FUND BALANCE CALCULATION 31ST MARCH 2007


RECOMMENDATIONS :

That a surplus of £1m be declared as the estimated Collection Fund balance as at 31st March 2007


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 :

(Available for public inspection)

Various reports and papers including Council Tax system reports and the Local Authorities (Funds) (England) Regulations 1992.


ASSESSMENT OF RISK:

Low

	


SOURCE OF FUNDING:

The recommended surplus would be transferred to the City Councils General Fund and to the Greater Manchester Police and Fire Authorities in 2007/08 and would have a favourable impact on the level of Council Tax in 2007/08.

	


COMMENTS OF THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES (or his representative):

1. LEGAL IMPLICATIONS




Provided by :Not applicable

2. FINANCIAL IMPLICATIONS



Provided by :This report has been produced by the Finance Division of Customer and Support Services.

3. ICT STEERING GROUP IMPLICATIONS


Provided by:Not applicable

PROPERTY (if applicable):

Not applicable

HUMAN RESOURCES (if applicable):

Not applicable

	


CONTACT OFFICER :

Phil Prady tel 793 3245 e-mail phil.prady@salford.gov.uk


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

ALL WARDS


KEY COUNCIL POLICIES:

Budget Strategy; 


REPORT DETAILS

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 2007.

2. Background

2.1
Each billing authority is required to maintain a separate Collection Fund, which shows its transactions in relation to non-domestic rates, Council tax and illustrates the way in which these have been distributed to preceptors and the General Fund.

2.2 Regulations require the Council to make estimates in January each year of the deficit or surplus likely to arise at the end of the year in respect of Council Tax transactions 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 authorities in proportion to the value of their respective demand and precept.


3.
Estimate 2006/07

3.1 Attached is a table giving a summary of the current collection performance across all years of Council Tax since its inception in 1993/94. The main points identified by the table are as follows: - 

· A more cautious approach to the calculation of the Council Tax base was introduced in 2001/02 and this policy has been continued. For the year 2006/07 this policy together with an increase in the number of chargeable dwellings has increased the level of ‘collectable’ income by £2.500m.

· The revised collection rate target is now 97.18%. This will give a break-even position on the fund and represents the collection rate required to meet both the Councils and the precepting authorities demand on the Collection Fund. This compares favourably with the collection rate target of 97.3% required to break even as reported in our accounts at 31st March 2006.

· The amount collected of the 2006/07 Council Tax is 67.95% @ 23rd October which shows an improvement on 2005/06 and it is in line with the profile for the earlier years. You may recall that collection in 2005/06 suffered because of problems associated with the introduction of the Sx3 system. Therefore the 97.35% collection rate achieved for the period 93/94 to 2001/02 could be considered a reasonable guide of what is an attainable target.
3.2 As stated above the analysis of historical collection performance suggests that a 97.35% collection rate is achievable and this would give a surplus of £1.5m on the fund. However, on a cautionary note the collection performance in 2005/06 did not match previous standards. It may be on interest to note that the overall collection rate achieved excluding the current year is 96.4%.

3.3 Collection performance has improved in 2006/07 but I would suggest that a more prudent estimate of the fund balance is taken until a collection performance trend can be established from the new Council Tax system. 

3.4 The table below illustrates the impacts of changes in the collection rate on the balance of the fund. This serves to emphasise that a marginal change in the collection rate can have a significant impact on the estimated fund balance.

	Impact on the fund balance and Council Tax levels of various collection rates

	Overall Collection Rate
	Estimated (Deficit) / Surplus
	Cost / (Reduction) to a Band D Equivalent Council Tax payer (Based on 2006/07 CT Base of 63,722)

	%
	£M
	£

	97.75
	5.200
	    (81.60)

	97.50
	2.900
	    (45.51)

	97.35
	1.535
	    (24.09) 

	97.29
	1.000
	    (15.69)

	97.00
	(1.750)
	    27.46

	96.75
	(4.050)
	    63.56


The highlighted cells show that an assumed collection rate of 97.29% would generate a £1m surplus on the fund and based on the current council tax base this would reduce a band D Council Tax account by £15.69.


4.
Observations  
4.1 The policy of taking a more cautious approach to the calculation of the Council Tax base together with the recent increases in the number of chargeable dwellings is having a favourable impact on the Collection Fund. This has more than offset the problems in collection associated with the introduction of the new Council tax system. 

4.2

An assumed collection rate of 97.29% moves towards the 97.35% collection achieved in the earlier years and allows an estimated surplus of £1m to be declared on the fund as at 31st March 2007. This proposed declaration also gives some room to manoeuvre whilst a collection performance trend is established and assessed under the new Council tax system.
 

5.
Recommendation

It is recommended that a surplus of £1m be declared on the fund as at 31st March 2006. This surplus would be distributed £0.885m to the Council and £0.081 and £0.034 to the G.M. Police and Fire Authorities respectively.

	
	
	
	93/94 - 01/02
	02/03
	03/04
	04/05
	05/06
	06/07 @23/10/06
	Total

	
	
	
	£000
	£000
	£000
	£000
	£000
	£000
	£000

	
	
	
	
	
	
	
	
	
	

	Budgeted Gross Debit
	518,567
	72,112
	78,255
	81,344
	84,347
	89,133
	923,758

	
	
	
	
	
	
	
	
	
	

	Changes to Gross Debit
	
	-6,086
	757
	1,205
	1,880
	2,441
	2,500
	2,697

	
	
	
	
	
	
	
	
	
	

	Current Gross Debit
	
	512,481
	72,869
	79,460
	83,224
	86,788
	91,633
	926,455

	
	
	
	
	
	
	
	
	
	

	Council Tax Collected
	
	
	
	
	
	
	
	

	
	In 93/94 - 01/02
	493,331
	
	
	
	
	
	493,331

	
	In 02/03
	
	2,796
	67,754
	
	
	
	
	70,550

	
	In 03/04
	
	1,369
	1,825
	74,221
	
	
	
	77,415

	
	In 04/05 
	
	1,136
	657
	1,972
	77,327
	
	
	81,092

	
	In 05/06
	
	266
	264
	426
	1,464
	78,139
	
	80,559

	
	In 06/07 to 23/10/2006
	4
	68
	167
	415
	1,184
	62,263
	64,101

	Total Collected
	
	498,902
	70,568
	76,786
	79,206
	79,323
	62,263
	867,048

	
	
	
	
	
	
	
	
	
	

	Less Write Offs 
	
	11,828
	1,086
	878
	479
	139
	-13
	14,397

	
	
	
	
	
	
	
	
	
	

	Council Tax Net Arrears
	
	1,751
	1,215
	1,796
	3,539
	7,326
	29,383
	45,010

	
	
	
	
	
	
	
	
	
	

	Other Income
	
	
	
	
	
	
	
	

	   Excess Grant re CTBSL/TR
	28
	51
	
	
	
	
	79

	
	
	
	
	
	
	
	
	
	

	Collection Performance
	
	%
	%
	%
	%
	%
	%
	%

	   Council Tax Collected 
	
	
	
	
	
	
	

	
	In 93/94 - 01/02
	96.26
	
	
	
	
	
	

	
	In 02/03
	
	96.81
	92.98
	
	
	
	
	

	
	In 03/04
	
	97.08
	95.49
	93.41
	
	
	
	

	
	In 04/05
	
	97.30
	96.39
	95.89
	92.91
	
	
	

	
	In 05/06 
	
	97.35
	96.75
	96.42
	94.67
	90.03
	
	

	
	In 06/07 to 23/10/2006
	97.35
	96.84
	96.63
	95.17
	91.40
	67.95
	93.59

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	SUMMARY
	
	
	
	
	
	
	
	
	

	
	
	
	£000
	£000
	£000
	£000
	£000
	£000
	£000

	
	
	
	
	
	
	
	
	
	

	Original Budget Requirement
	507,259
	70,670
	76,690
	79,716
	82,659
	87,351
	904,345

	Surplus (+) or Deficit (-) Declarations
	-750
	-1,096
	-1,098
	-953
	
	
	-3,897

	Revised Budget Requirement
	506,509
	69,574
	75,592
	78,763
	82,659
	87,351
	900,448

	
	
	
	
	
	
	
	
	
	

	Less Collected & Excess grant
	-498,930
	-70,619
	-76,786
	-79,206
	-79,323
	-62,263
	-867,127

	
	
	
	
	
	
	
	
	
	

	Balance Still Required
	
	7,579
	-1,045
	-1,194
	-443
	3,336
	25,088
	33,321

	Transfer between years
	
	-7,579
	1,293
	1,631
	2,117
	1,683
	855
	0

	Adjusted Balance Required
	0
	248
	437
	1,674
	5,019
	25,943
	33,321

	
	
	
	
	
	
	
	
	
	

	
	
	
	%
	%
	%
	%
	%
	%
	%

	Budgeted Collection Rate  
	97.82
	98.00
	98.00
	98.00
	98.00
	98.00
	97.90

	
	
	
	
	
	
	
	
	
	

	Current Collection Rate
	97.35
	96.84
	96.63
	95.17
	91.40
	67.95
	93.59

	
	
	
	
	
	
	
	
	
	

	Required Collection Rate (after transfers & CTB surplus).
	97.35
	97.18
	97.18
	97.18
	97.18
	96.26
	97.18
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