
PART 1 (OPEN TO THE PUBLIC) 
 

 

REPORT OF THE CHIEF FINANCE OFFICER 

TO:  LEAD MEMBER FOR FINANCE AND SUPPORT SERVICES  
 TUESDAY, 5 JANUARY 2021 

TITLE: COUNCIL TAX - COLLECTION FUND ESTIMATED FUND BALANCE 
CALCULATION 31 MARCH 2021. 

RECOMMENDATIONS:  

That an “exceptional balance” of £8.562m, to be spread equally over the next three financial 
years, be noted. 

That a £3.352m adjusted deficit be declared as the estimated Collection Fund balance as 
at 31st March 2021.    

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 deficit occurs on the collection fund when the collection performance is worse than that 
budgeted for at the start of the year and/or if the council tax base is lower than estimated at 
the start of the year. 

BACKGROUND DOCUMENTS: 

Various reports and papers including council tax system reports, the Local Authorities 
(Funds) (England) Regulations 1992 and the Local Authorities (Collection Fund: Surplus 
and Deficits) (Coronavirus) (England) Regulations 2020. 

KEY DECISION: Yes 

DETAILS: 

See overleaf 
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REPORT DETAILS 

1. Introduction 

 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 2021.  

2. Background 

 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. 

 Regulations require the council to make estimates by 15th January each year of the likely 
deficit or surplus at the end of the year in respect of council tax transactions 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. 

 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 30th November 2020 projected to 31st 
March 2021. The projected outturn considers 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 2019/20 

 The 2019/20 Collection Fund accounts recorded a surplus of £0.465m on the fund as at 
31 March 2020. This was based on an overall forecast collection rate of 96.61%. This 
compares to an estimated outturn position of £0.963m reported in the January 2020 
Council Tax fund estimate report. 

 The main reason for the reduction in the 2019/20 surplus between the estimated and 
outturn positions was an increase in the call on the Council Tax Reduction (CTR) scheme. 
Smaller increases in other reliefs and discounts also contributed to this.  

4. Estimate 2020/21 

 Council Tax Reduction Scheme (CTR) 

4.1.1. The maximum CTR award to working age claimants was increased from 85% to 88% 
for 2020/21. This increase was built into the original Council Tax Base and budgets for 
2020/21. 

4.1.2. The government provided local authorities with grant funding to deliver additional relief 
to council tax payers in their area in 2020/21 due to Covid-19. The council has awarded 
up to £150 additional Council Tax Support to all residents in receipt of Council Tax 
Reduction during this year. The impact of this has been neutral to the council and the 
Collection Fund due to the government grant. 

4.1.3. The number of households claiming CTR has been increasing throughout the year with 
the largest rises occurring between March and July when the first national “lockdown” 
was in effect. 

4.1.4. It is anticipated that the number of CTR claimants will continue to rise for the rest of 
this financial year and the additional costs to the fund associated with this have been 
factored into the outturn estimate. 

 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 has been revised downwards to 
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96.45%. This is lower than that reported at outturn (96.61%) as it factors in the ongoing 
impacts of Covid-19 on the ability of residents to pay their bills. The amounts applicable 
to each year are shown in the following table: 

Financial year Collection 
rate at 

30/11/2020 
(includes 
credits) 

Required 
overall 

collection rate  

Net arrears at 
30/11/2020 

Net required 
collection of 
remaining 

arrears 

% % £m £m 

1993/94 to 2014/15 96.77 96.78 11.421 0.114 

2015/16 96.24 96.30 2.906 0.053 

2016/17 96.00 96.20 3.463 0.206 

2017/18 95.62 96.20 4.231 0.645 

2018/19 95.45 96.00 5.288 0.659 

2019/20 93.56 95.50 8.158 2.525 

2020/21 68.82 95.00 42.005 35.294 

Overall 94.52 96.45 77.472 39.496 

The deficit position proposed in this report requires an overall collection rate of 96.45%. 
Within this the required collection ranges from 96.78% to 95.00%. 

4.2.2. The current collection rate for 2020/21 at 30th November 2020 of 68.82% is 0.7% lower 
when compared to the equivalent point for 2019/20 collection at 30th November 2019. It 
is anticipated that the 2020/21 collection rate will fall further behind those of previous 
years when the government’s furlough scheme ends on 31st March 2021.  

4.2.3. In considering the ultimate collection rates achievable for the current and previous 
liability years it is assumed that collection of prior years’ debt (arrears) will become more 
difficult as residents’ finances continue to be impacted by the economic situation caused 
by Covid-19. 

4.2.4. In addition to the estimated collection rates table at 4.2.1 above, a further allowance 
for uncertainty has been incorporated into the final outturn estimate for the year. 

 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 November position. 
This has been reviewed and factored into the projection based on historical trends along 
with an additional uncertainty element due to Covid-19. 

5. Three-year phasing of the deficit 

 New regulations have been introduced for calculating the 2020/21 estimated outturn 
position due to the impact of Covid-19 on the Collection Fund. If a fund deficit is forecast 
for 2020/21 then the financial impact of this is required to be spread over the next three 
financial years rather than just the next one. 

 The starting 2020/21 estimate for Salford is a deficit of £9.060m based on elements 
described in section 4 above and therefore this must be spread over the next three 
financial years. 

 The starting deficit must be split into two elements: 

 the element relating to prior years (this is the difference between the 2019/20 estimated 
and actual outturns) and;  

 the element relating to the current year which is named the “exceptional balance”. 

 The financial impact of the “exceptional balance” must be spread equally over the next 
three financial years. Therefore, 2/3rds of this must be added back to the current 2020/21 
estimated deficit calculation. 

 The table below sets out the elements of the spreading calculation: 
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 £m 

Starting 2020/21 estimated deficit -£9.060 

 Prior year surplus / deficit -£0.498 

 Exceptional balance (current year element) -£8.562 

Amount added back to deficit calculation as “adjustment for 3 year spread” +£5.708 

Final 2020/21 estimated deficit to be apportioned between preceptors in 
2021/22 

-£3.352 

   

 The implications of this will require the following total contributions from preceptors over 
the next three financial years: 

 £3.352m in 2021/22 (one third of the exceptional balance plus the prior year deficit) 

 £2.854m in 2022/23 (one third of the exceptional balance) 

 £2.854m in 2023/24 (one third of the exceptional balance) 

6. Recommendation 

 It is recommended that an “exceptional balance” of £8.562m, to be spread equally over 
the next three financial years, be noted. 

 It is recommended that a £3.352m adjusted deficit be declared on the fund (Council tax) 
as at 31st March 2021. This will result in the following contributions being required in 
2021/22: 

Organisation £m 

Salford City Council 2.835 

GMCA (Police) 0.360 

GMCA (Fire and rescue and general mayoral functions) 0.157 

Total 3.352 

  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 2020/21. Any actual surplus or deficit at that stage will be 
factored into future estimated balance calculations. 

LEGAL IMPLICATIONS: Supplied by: Nicky Smith, Senior Solicitor 

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. 

The Local Authorities (Collection Fund: Surplus and Deficits) (Coronavirus) (England) 
Regulations 2020 implement an announcement by the Secretary of State in July 2020 that 
the repayment of collection fund deficits arising in 2020-21 will be spread over the next 3 
years rather than the usual period of a year, giving councils breathing space in setting 
budgets for next year. As a result of the pandemic, local authorities are likely to estimate a 
larger than normal deficit on the 2020-21 Collection Fund in January 2021, creating a 
budget pressure for 2021-22. The Regulations therefore allow authorities to spread the 
estimated deficit on the 2020-21 collection fund over the 3 years 2021-22 to 2023-24. The 
regulations set out in detail how calculations are to be made in each of the 3 years. There 
is no provision in the regulations to allow authorities to opt out of the deficit phasing, or to 
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adopt a different payment profile, so it is important that the Council complies with the 
requirements of the regulations. 

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

The “exceptional balance” calculation described in this report spreads the 2020/21 collection 
fund deficit over time and defers the impact on the general fund. The government has 
announced support for 75% of the exceptional balance although precise details are yet 
uncertain. The general fund will still ultimately bear the remainder of the shortfall not covered 
by the 75% support. The council’s draft budget and medium term financial strategy are 
currently being updated to reflect the implications of the calculations and will be reported 
through the 2021/22 planning cycle.  

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 

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

 
  


