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 2005.

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 were 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, £1.098m and £0.953m deficit on the fund in 2002/03, 2003/04 and 2004/05 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 was introduced in 2001/02 and this policy has been continued. In 2004/05 this has increased the level of ‘collectable’ income by £1.223m.

· The revised collection rate target after taking account of the deficits declared and increases in the gross debit is 97.59% which shows a marked improvement on the 97.89% reported in December 2003.

· The current collection performance is consistent with previous years and therefore a 97.65% collection rate achieved for the period 93/94 to 96/97 is a reasonable guide of what is an attainable target.
3.2 Based on an assumed collection rate of 97.59% the fund would show a ‘break even’ position as at 31st March 2005. 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 COUNCIL TAX LEVELS OF VARIOUS COLLECTION RATES

	Overall Collection Rate
	Estimated (Deficit) / Surplus
	Cost to a Band D Equivalent Council Tax payer (Based on 2004/05 CT Base of 62,024)

	%
	£M
	£

	98.00
	 3.087
	    (49.78)

	97.75
	1.217
	    (19.62)

	97.59
	       0
	      0.00

	97.25
	(2.524)
	    40.69  

	97.00
	(4.394)
	    70.85


Please note that the above figures assume that the gross debit or collectable amount will remain constant. Any reductions in the debit will obviously increase the required level of collection.

4.
OBSERVATIONS  

4.1 The overall position has improved considerably from the £0.953m deficit reported at this time last year. 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 since 2001/02 is having a favourable impact on the Collection Fund. 

4.2
This is the final year of the five-year plan designed to produce a break-even position on the fund and the objective will be achieved if a 97.59% collection rate is attained. On a cautionary note, whilst the collection performance statistics suggests that this is achievable, the table shown at 3.2 above indicates that a marginal variation on collection rates can have a dramatic impact on the balance held on the fund. 
5.
RECOMMENDATION
It is recommended that a break even position be declared on the fund as at 31st March 2005 in line with the target set in the 5 year plan designed to eliminate the overall estimated deficit.
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