NOTES TO THE COLLECTION FUND

1.
General
Each billing authority is required to maintain a separate Collection Fund, which shows the transactions of the billing authority in relation to non-domestic rates, Council Tax and residual Community Charges and illustrates the way in which these have been distributed to preceptors and the General Fund.

2.
Council Tax
Council Tax was introduced from 1st April 1993 as a replacement for the Community Charge.  The tax requires that all domestic properties are placed in one of nine valuation bands. The Government has determined that the Council Tax level for each of the bands is assessed as a proportion of the tax rate for a band D property.

Each year the City Council must estimate the equivalent number of band D properties, after allowing for discounts, exemptions, losses on collection etc.  For 2002/03, the calculation was as follows: -
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	Less:  Allowance for losses on collection
	
	1,266

---------

	Council Tax Base
	
	
	62,033


The actual number of chargeable dwellings was 93,804  but after allowing for single person discounts, empty properties etc., the figure is reduced to 81,853.

Individual charges are calculated by estimating the amount of income required for the services of the City Council and the Greater Manchester Police and Fire and Civil Defence Authorities and dividing this by the Council Tax base.  This basic amount of Council Tax for a band D property, £1,139.23 for 2002/03 (£1,084.96 in 2001/02), is multiplied by the proportion specified for the particular band to give an individual amount due.

3.        Council Tax Benefit Subsidy Limitation

Council Tax payers on low incomes receive benefit which reduces the amount of tax they have to pay. The Collection Fund is compensated for this loss of income by transferring an amount equal to the benefit from the General Fund. Approximately 95% of the amount of benefit granted is met from a central government subsidy.

In 1999/2000 the government introduced a scheme limiting the amount of subsidy it would contribute where part of the benefit cost arose from excessive increases in Council Tax – see

note 20 to the consolidated revenue account. The shortfall in the amount of subsidy received from central government is met by authorities.

Whilst the Government thinks it is right in principle that local authorities should bear the extra cost of local decisions it accepts that the scheme is overly complicated and widely misunderstood. Therefore, the Government has abolished the scheme in 2002/03. 

4.
Non-Domestic Rates
The City Council collects non-domestic rates for its area, based on local rateable values multiplied by a uniform rate.  This rate is fixed by central government and was 43.7p in the pound for all sizes of property.

The total amount due, less certain reliefs and other deductions, is paid to a national pool administered by the Government.  The pool is then redistributed to local authorities on the basis of a fixed amount per head of population.

The local rateable value of non-domestic properties at 31st March 2003, was £190,134,592    

(£190,064,674 as at 31st March 2002).  

5.
Collection Fund Surpluses and Deficits
Regulations require the City Council to make estimates in January each year of the deficit or surplus likely to arise at the end of the financial year in respect of both Community Charge and Council Tax transactions.  The amounts so estimated are to be transferred into or out of the Collection Fund in the following financial year.  Any such balance relating to Council Tax is required to be distributed to/borne by the City Council and the Greater Manchester Police and Fire and Civil Defence authorities in proportion to the value of their respective demand and precept.

In January 2002 it was estimated that at 31st March 2002 there would be a deficit of £1,096,000 relating to Council Tax transactions. The Collection Fund outturn 2001/02 reflected those estimates and therefore contributions were made in 2002/03.

The Council Tax account deficit of £1.098m as at 31st March 2003 reflects the estimate made in January 2003 and associated contributions will be required in 2003/04.
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