
PART 1
(OPEN TO THE PUBLIC)

REPORT OF THE CHIEF FINANCE OFFICER

TO: LEAD MEMBER FOR FINANCE AND SUPPORT SERVICES 
MONDAY, 6 JANUARY 2020

TITLE: COUNCIL TAX - COLLECTION FUND ESTIMATED FUND BALANCE 
CALCULATION 31 MARCH 2020.

RECOMMENDATIONS: 

That a £0.963m surplus be declared as the estimated Collection Fund balance as at 31st 
March 2020.   

EXECUTIVE SUMMARY:

The Collection Fund regulations require a local authority to estimate the balance on its 
Collection Fund as at 31st March each year by 15th January and to notify each precepting 
authority. Any such balance is to be distributed to/borne by the council and the Greater 
Manchester Combined Authority (GMCA in relation to their police, fire and rescue and 
general mayoral functions) in proportion to the value of their respective demand and precept.

A surplus occurs on the collection fund when the collection performance is better than that 
budgeted for at the start of the year and/or if the council tax base increases by more than 
estimated at the start of the year.

BACKGROUND DOCUMENTS:

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

KEY DECISION: Yes

DETAILS:

See overleaf
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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 2020. 

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 and 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 
by 15th January and to notify each precepting authority within seven working days 
after this. Any such balance is to be distributed to/borne by the council and the 
Greater Manchester Combined Authority (GMCA in relation to their police, fire and 
rescue and general mayoral functions) in proportion to the value of their respective 
demand and precept.

2.3 This report gives details of the Collection Fund transactions in respect of council tax. 
The analysis is based on actual data up to and including 31 October 2019 projected 
to 31 March 2020. The projected outturn takes into account the net council tax yield 
in each collection year and the associated amounts paid to the council and to GMCA 
(in relation to their police, fire and rescue and general mayoral functions) as their 
estimated share under regulations. The net position produces a surplus or deficit on 
the Collection Fund in respect of council tax.

3. Outturn 2018/19

3.1 The 2018/19 Collection Fund accounts recorded a surplus of £1.662m on the fund as 
at 31 March 2019. This was based on an overall forecast collection rate of 96.52%. 
This compares to an estimated outturn position of £0.931m reported in the January 
2019 Council Tax fund estimate report.

4. Estimate 2019/20

4.1 Council Tax Reduction Scheme (CTR)

4.1.1 The introduction of the above scheme has had an adverse impact on collection rates, 
particularly since the level of the required minimum payments increased. The 
estimated collection for the 2019/20 tax year at 31/03/20 is in line with the general 
trend for year 1 collection since the introduction of CTR. This is shown in the attached 
table:
Tax year Collection 

rate year 
1

(including 
credits)

Collection 
rate year 

2
(including 
credits)

% %
2019/20 (CTR) 91.5 Projection based on collection to date
2018/19 (CTR) 92.2 95.6 Actual year 1, projection year 2
2017/18 (CTR) 91.5 94.2 Actual
2016/17 (CTR) 91.7 93.5 Actual
2015/16 (CTR) 92.1 93.7 Actual
2014/15 (CTR) 91.7 94.0 Actual
2013/14 (CTR) 92.4 94.4 Actual
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2012/13 92.5 95.2 Actual

4.1.2 It is still too early to form a definite conclusion as to the collection rate ultimately 
achievable for the years since 2013/14 when CTR was introduced, but indications 
suggest that it will be below that achieved before 2013/14. 

4.1.3 The overall number of customers subject to council tax reduction is reducing and 
therefore this increases the level of council tax payable to the Council. However, it is 
probable that some of the reduction in CTR numbers is due to the introduction of 
Universal Credit (UC). Under UC, claimants have to make a separate application to 
receive CTR but these are not always done. This means that the apparent reduction 
in the number of customers subject to CTR may be artificial and close monitoring of 
cases will be required. Work is currently being undertaken within the Council Tax 
team to review cases where there is a CTR entitlement that hasn’t been claimed to 
ensure that these households receive the support that they are eligible for.

4.2 Collection Rate

4.2.1 The revised required overall collection rate i.e. the estimated achievable collection 
rate for all outstanding council tax debt including prior years to support the 
declaration of a surplus position is 96.60%. This is slightly up on that reported at 
outturn (96.52%). The amounts applicable to each year are shown in the following 
table:

Financial year Collection 
rate at 

31/10/2019
(includes 
credits)

Required 
overall 

collection rate 
(break even)

Net arrears at 
31/10/2019

Net required 
collection of 
remaining 

arrears

% % £000 £000
1993/94 to 2013/14 96.70 96.73 10,720 394
2014/15 (CTR) 96.28 96.50 2,745 205
2015/16 (CTR) 95.75 96.20 3,476 436
2016/17 (CTR) 95.41 96.20 4,208 808
2017/18 (CTR) 94.90 96.20 5,216 1,434
2018/19 (CTR) 94.09 96.50 7,151 2,877
2019/20 (CTR) 60.88 96.50 51,014 46,493
Overall 93.84 96.60 84,530 52,647

The surplus position proposed in this report requires an overall collection rate of 
96.60%. Within this the required collection for the years prior to the introduction of 
CTR is 96.73% and for the CTR years ranges from 96.50% to 96.20% reflecting the 
changes in the scheme and the likely impact on collection rates.

4.2.2 The slight increase in this forecast achievable overall collection rate is possible 
because of both the prudent approach applied in the calculation of the 2019/20 
council tax base and improved working practices implemented within the council tax 
team.  

4.3 Changes in the amount collectable

4.3.1 You may recall from earlier reports that there is a trend of reductions to the gross 
debit for each year in the latter part of the year compared to the reported October 
position. This has been reviewed and factored into the projection based on historical 
trends.

5. Observations  
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5.1 The figures based on an analysis of what is deemed collectable support the 
declaration of a surplus position on the fund. This takes into account the impacts on 
collection of the CTR scheme. This together with a prudent collection rate applied to 
the 2020/21 council tax base calculation should ensure that the collection fund 
remains in at least a break even position moving forward. 

6. Recommendation

6.1 It is recommended that a £0.963m surplus be declared on the fund (Council tax) as at 
31st March 2020. This will be distributed in 2020/21 as follows:

Organisation £000
Salford City Council 820
GMCA (Police) 103
GMCA (Fire and rescue and 
general mayoral functions)

40

Total 963

 Joanne Hardman
Chief Finance Officer

KEY COUNCIL POLICIES: Budget Strategy

ASSESSMENT OF RISK: Low – the Collection Fund is closely monitored during the year 
and will be reviewed at outturn 2019/20. Any actual surplus or deficit at that stage will be 
factored in to future estimated balance calculations.

LEGAL IMPLICATIONS: Supplied by: Melinda Edwards, Principal Lawyer

The Local Authorities (Funds) (England) Regulations 1992 make provision for the 
discharge by a billing authority of its liabilities to pay amounts in respect of precepts from its 
collection and general funds and to make transfers between those funds to meet its 
estimated expenses. Billing authorities are required by the regulations to estimate any 
surplus or deficit in January every year.   

FINANCIAL IMPLICATIONS: Supplied by: Chris Hesketh, Head of Financial Management

A surplus declaration on the fund balance means that contributions will be made to the 
council’s General Fund and to GMCA in relation to their police, fire and rescue and general 
mayoral responsibilities in 2020/21. 

PROCUREMENT IMPLICATIONS: N/A

Not Applicable

HR IMPLICATIONS: N/A

Not Applicable

OTHER DIRECTORATES CONSULTED: 

Not Applicable

CONTACT OFFICER: David Eden Tel. no. 793 3228 or e-mail david.eden@salford.gov.uk
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WARD(S) TO WHICH REPORT RELATE (S): All


