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REPORT OF THE CITY TREASURER

TO: THE LEAD MEMBER FOR CUSTOMER AND SUPPORT SERVICES,
Monday, 10th January 2011.

TITLE: COLLECTION FUND ESTIMATED FUND BALANCE CALCULATION 31ST MARCH 2011.


RECOMMENDATIONS: 

That a nil balance (break even position) be declared as the estimated Collection Fund balance as at 31st March 2011.   


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:

Various reports and papers including Council tax system reports and the Local Authorities (Funds) (England) Regulations 1992. (Available for public inspection) 


CONTACT OFFICER: Phil Prady Tel. no. 793 3245 or e-mail phil.prady@salford.gov.uk   


ASSESSMENT OF RISK: Low 

SOURCE OF FUNDING: A nil declaration as the fund balance means that no contributions are required to or from the City Council’s General Fund or the Greater Manchester Police and Fire authorities in 2011/12. Therefore it has no impact on the level of Council Tax in 2011/12. 


LEGAL ADVICE OBTAINED: Not applicable


FINANCIAL ADVICE OBTAINED: The Finance Division of Customer and Support Services have produced this report.


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


KEY COUNCIL POLICIES: The 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 2011.

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. Outturn 2009/10
3.1
The 2009/10 Collection Fund accounts recorded a £1.1m deficit on the fund. At that time it was considered likely that this position could be recovered in 2010/11 from excesses in the initial gross debit (the amount charged) for 2010/11 and the reduction in single person’s discounts resulting from the work related to the National Fraud Initiative (NFI).  
3.2
The 2010/11 projected outturn position as reflected in section 4 below shows that the predicted movement on the debit has materialised and this together with the continuing work related to the NFI has considerably improved the projected fund balance.
4. Estimate 2010/11
4.1
Attached is a table giving a summary of the current collection performance across all years of Council Tax since its inception. The main points identified by the table are as follows: - 

· The increase in the number of chargeable dwellings has had a favourable impact on the amount of council tax charged for 2010/11 (+ £2.9m). This when adjusted for changes relating to prior year charges have resulted in the level of collectable income being £2.0m in excess of that projected in the original budget. 
· An overall collection rate of 97.46% (97.48% reported in last years projection) will produce a break-even position on the fund as at 31 March 2010 and represents the collection rate required to meet both the Council’s and the precepting authorities’ demand on the Collection Fund. This can be compared to the collection rate of 97.49% currently achieved for the period 1993/94 to 2004/05.  Therefore it is anticipated that ultimately the overall required collection rate is achievable. 
· The in year collection of the current tax is marginally down on the 2009/10 performance which showed improvement from earlier years. The  projected in year collection of the 2010/11 tax is 93.04% compared to 93.56% achieved in the year for the 2009/10 tax.  The collection of arrears is projected to be down by 1.09%
· The projection is based on the actual collection up to 31 October 2010 which indicates a 61.53% collection (net of benefits) of the current year’s tax compared to 61.81% for the same period in 2009/10. 
4.2
As stated above the analysis of historical collection performance suggests that a 97.49% collection rate is achievable and this would give result in a surplus of £0.4m on the fund. However, this is a relative small surplus and may be required to offset further reductions in the debit for prior years.
4.3
The table below illustrates the impacts of changes in the collection rate on the balance of the fund. 

	Table showing the 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 2010/11 CT Base of 68,149)

	%
	£M
	£

	97.46
	0.0
	     0.00

	97.49
	0.4
	      (5.87)

	97.52
	0.8
	      (11.74)


4.4
The above analysis assesses the fund balance from reviewing the likely overall collection rate. Part of the process for the calculation of the estimated collection fund also includes a slightly different analysis which looks at the level of the bad debts provision and compares it to the likely collection of the arrears for each year based on historical data. The findings of this review support a break even position surplus being declared on the fund.

5.
Observations  
5.1

An assumed collection rate of 97.46% is considered attainable and would allow a break even position to be declared on the fund as at 31st March 2011. However, this is a more challenging collection target and relies on an improvement in collection performance.  The position will continue to be closely monitored.
5.2
An additional safeguard is that the impact on the level of the Council Tax base resulting from the reduction in the number of Single Person Discounts as well as incremental growth does give some scope to utilise flexibility in the Council Tax base calculation.     


6.
Recommendation

6.1

It is recommended that a break even position be declared on the fund as at 31st March 2011. 
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