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Coventry City Council

Public report
Cabinet Report

Cabinet 7" January 2014

Name of Cabinet Member:
Cabinet Member (Strategic Finance and Resources) — Councillor Gannon

Director approving submission of the report:
Executive Director, Resources

Ward(s) affected:
City Wide

Title:
The 2014/15 Council Tax Base and Business Rates Estimate

Is this a key decision?
Yes — this report deals with income in excess of £5600,000

Executive summary:

The main purpose of this report is to establish the 2014/15 Council tax base for tax setting
purposes.

In addition, following the localisation of Business Rates in April 2013, it is necessary for each
authority to estimate the amount of business rates to be collected in the forthcoming financial
year. This report recommends delegating the authority for determining this estimate to the
Executive Director, Resources in consultation with the Cabinet Member (Strategic Finance and
Resources).

Recommendations:
Cabinet is recommended to approve:
1.  That the Council Tax collection rate for 2014/15 be set at 98.5%

2. That, in accordance with the Local Authorities (Calculation of Tax Base) Regulations 2012,
the amounts calculated by the City Council for 2014/15 shall be:

a net tax base of 73,201.0 for the whole of the City Council area made up as

follows:
Allesley Parish 298.3
Keresley Parish 208.9
All Other Coventry City Council Wards 72,693.8

TOTAL 73,201.0



3. That the following grant payments should be made to parish councils to reflect the impact in
2014/15 of Council Tax reductions on their tax bases.

Allesley Parish £730
Keresley Parish £409
TOTAL £1,139

4. That the Executive Director, Resources, in consultation with the Cabinet Member (Strategic
Finance and Resources), is given delegated authority to determine an estimate of the
business rates for the forthcoming financial year (completing the National Non Domestic
Rates 1 (NNDR1) form), prior to submission to government.

5. That the Executive Director, Resources is given on-going delegated authority to determine
annually the business rates estimate, in consultation with the Cabinet Member (Strategic
Finance and Resources) and that he exercises his delegated power to amend the Scheme of
Delegation for Employees (Part 3 of the Constitution) accordingly.

List of Appendices included:

Appendix A Tax Base Calculation for 2014/15 Tax Setting (Coventry)
Appendix B Tax Base Calculation for 2014/15 Tax Setting (Allesley)
Appendix C Tax Base Calculation for 2014/15 Tax Setting (Keresley)
Appendix D Grant payments to parish councils

Other useful background papers:
None

Has it or will it be considered by scrutiny?
No

Has it, or will it be considered by any other council committee, advisory panel or other
body?
No

Will this report go to Council?
No



Report title:
The 2014/15 Council Tax Base and Business Rates Estimate

1.

1.1

Context (or background)

Council tax base

1.1.1

The Council tax base is the measure of the taxable capacity of an area, for the
purpose of calculating an authority's Council Tax. It represents the estimated number
of Band D equivalent chargeable dwellings for the year. It also takes into account the
authority's estimated Council Tax collection rate.

This report makes the necessary calculations in accordance with the Local Authorities
(Calculation of Council tax base) Regulations 2012 to establish the Council tax base
for the City Council and its parishes. These regulations apply to financial years
beginning 1 April 2013 onwards, and include the impact of the change from awarding
Council Tax benefit to the introduction of a Council Tax Reduction Scheme.

Under the Reduction Scheme, the Council Tax base is reduced according to the
amount of reductions awarded under the scheme, as the authority will be foregoing the
relevant Council Tax income and instead will receive grant income outside of the
Council Tax arrangements. These reductions are reflected in the calculation of the
Council tax base, in order to calculate the correct amount of band D Council Tax for
the billing authority (Coventry City Council), the major precepting authorities (West
Midlands Police and Crime Commissioner and the West Midlands Fire and Rescue
Authority), and the local precepting authorities (Allesley Parish Council and Keresley
Parish Council)

It is estimated that the effect on the tax base of the Reduction Scheme will be to
reduce it by 20.87%. The financial impact of the reduction in tax base will be partially
offset by a grant from central government.

The tax bases for the parishes of Allesley and Keresley will also be reduced by 20.87%
as a result of the Council Tax Reduction Scheme. It is proposed that the Council
transfers an element of the grant described above to offset the impact of the reduced
tax base on tax income for the parish councils. Recommendation 3 proposes that
Allesley and Keresley receive payments of £730 and £409 respectively to offset the
effect of the tax base reduction. These payments have been calculated to offset 90%
of the effect of the tax base reduction, in keeping with the approach adopted nationally.
The details of the calculations are provided in appendix D.

This report does not set the actual level of Council Tax in Coventry; that will be set by
Council on the 25" February 2014. The determination of the tax base is one part of the
process and must occur before 31% January each year.

The technical nature of this report reflects the fact that the tax base calculation is
prescribed by statute. The tax base measures all properties in an area, relative to a
band D property even though this is not representative of the typical domestic property
in Coventry. In fact 88% of properties in Coventry fall into bands A to C, which attract
lower bills than Band D properties.



1.2 Business Rates

1.2.1

1.2.2

The 2012 Local Government Finance Act changed the method of allocating the
revenue obtained from Business Rates. Local authorities retain a proportion of their
business rates and, in addition, are either charged a tariff or, as is the case for
Coventry City Council, receive a top-up in order to maintain funding at levels similar to
those received historically. It will also mean that the authority’s future resources will be
impacted by 49% of any increase or decrease in business rates. Central government
will be affected by 50% of any change, and the West Midlands Fire and Rescue
Authority will experience the remaining 1% effect. West Midlands Police will not be
affected by changes in business rates.

Regulations now require the Council to formally set an estimate of the business rates
for the area for the forthcoming financial year by 31% January at the latest. This
estimate is subject to a number of variable components and new financial regulations
that require technical interpretation. Therefore, it is recommended that the Director of
Finance and Legal Services is given delegated authority to agree the business rates
estimate in consultation with the Cabinet Member (Strategic Finance and Resources)
both for 2014/15 and on an on-going basis. The Scheme of Delegation for Employees
(in Part 3 of the Constitution) would need to be amended to reflect this new delegation.
The Executive Director, Resources has delegated powers under paragraph 3.7 of the
Constitution to make changes to the Scheme of Delegation to ensure that all
delegated powers are assigned to relevant employees and would exercise this
power to amend the Constitution accordingly.

2. Options considered and recommended proposal

2.1 Calculation of the Council tax base

211

2.1.2

214

The regulations specify in detail the calculations required. The basic formula is AxB,
where:

- 'A' is the number of "Band D equivalent" properties estimated to be applicable for
the forthcoming financial year. This is referred to as the 'gross tax base'. The
calculation and exact definition is explained in section 2.1.3 below.

- '‘B' is the City Council's estimate of the Council Tax collection rate for those Band
D equivalent properties as explained in section 2.2 below.

The calculation of the number of Band D equivalent properties is set out in full in
appendix A. This provides a gross tax base figure (A) of 74,315.7 for the City of
Coventry.

The gross tax base is derived for each band by taking the valuation list as at the 30"
November in the current financial year, adjusted for the effect of exemptions, discounts
and reliefs actually claimed on that day, as well as estimated changes throughout the
year. The tax base is also adjusted for the estimated effect of reductions that have
replaced the previous Council Tax benefits. The calculation of each band is then
weighted to the equivalent of a Band D property and added together to give the gross
tax base.

Calculation of the gross tax base takes into account an estimate of the change in tax
base that is likely to occur during the forthcoming financial year. This includes the
anticipated effect of retrospective amendments. The majority of these amendments



2.1.5

relate to properties that are exempt from Council Tax (e.g. student accommodation),
where the exemption is only made known to the Council at a later date.

For the purposes of calculating the 2014/15 tax base, an adjustment of -1.00% has
been made, based on existing experience, to take into account the anticipated effect of
these amendments. This compares with an adjustment of -1.56% for the 2013/14 tax-
base.

2.2 The Calculation of the Collection Rate

2.21

2.2.2

223

224

The City Council also has to estimate the likely rate of collection of Council Tax
(referred to as 'B' in 2.1.1 above). This determines the amount of tax due which the
Council believes it can collect after allowing for bankruptcies, absconders and other
non-collectable sums. The collection rate is applied to the gross tax base to give the
net tax base, used for the purpose of setting Council Tax.

Reductions or increases in the collection rate lower or raise the net tax base and
hence the amount of Council Tax available to fund services. A 0.25% variation in the
collection rate would reduce or increase the amount of Council Tax to meet the budget
requirement by approximately £250,000.

Balancing recent arrears collection performance and the pattern of write offs, it is
recommended that an assumed eventual collection rate of 98.5% is adopted for
2014/15. This maintains the same level used in setting the 2013/14 Council tax base,
Analysis of collection rates across the age profile of debts suggests that an eventual
collection rate of 98.5% remains realistic and prudent in the current economic climate.
Collection performance will be monitored throughout the forthcoming year and the rate
reviewed as part of the determination of 2015/16 tax base.

Multiplying the gross tax base (A) of 74,315.7 by the collection rate (B) of 98.5% gives
a recommended net tax base of 73,201.0 for the City Council.

2.3 Calculation of Tax Base for the Parish Councils

2.31

The City Council is also required to calculate a tax base for each part of its area on
which parish precepts are to be levied. Accordingly, the net tax bases for Allesley
(Appendix B) and Keresley (Appendix C) parishes have been calculated as 298.3 and
208.9 respectively.

3. Results of consultation undertaken

None

4. Timetable for implementing this decision

The tax base assumed within this report relates to financial year 2014/15.



5. Comments from the Executive Director, Resources
5.1 Financial Implications

5.1.1 The contents of this report are driven by a statutory framework and as such we are
governed by this framework in relation to the contents of the report. Council Tax
collection performance is the key area that will dictate whether the Council achieves
the eventual collection rate of 98.5% assumed within this report. This matter is subject
to regular performance monitoring.

5.1.3 The net tax base directly influences the level of Council Tax levied and therefore the
resources available to the City Council. This will be dealt with as part of the Tax
setting and Budget Requirement Report that will be considered by Council on 25"
February 2014.

5.2 Legal Implications

5.2.1 As stated in section 1 above, the tax base calculations for a particular financial year
must comply with the Local Authorities (Calculation of Council tax base) Regulations
2012, and be determined by no later than 31% January in the preceding financial
year. These regulations have been made under the Local Government Finance Act
1992, as amended (LGFA 1992).

522 The Local Government Finance Act 2012 (LGFA 2012) includes a number of
amendments to the LGFA 1992 that affect the calculation of the Council tax base.
These amendments require councils to operate a Council Tax reduction scheme (as
a replacement of Council Tax benefit) and gave powers to determine further
discounts and set premiums.

524 The Tax Base for the City Council will be used by the West Midlands Police and
Crime Commissioner and the West Midlands Fire and Rescue Authority, when
setting their 2014/15 precepts in February 2014. It will also be used to set the City
Council's element of the Council Tax for 2014/15, at the full Council meeting on 25"
February 2014.

6. Other implications

6.1 How will this contribute to achievement of the council's key objectives / corporate
priorities (corporate plan/scorecard) / organisational blueprint / LAA (or Coventry
SCS)?

This report is technical in nature and its implications do not have any direct bearing on these
matters.

6.2 How is risk being managed?

Regular monitoring of performance will ensure that we can take appropriate management
action in the area of Council Tax collection.

6.3 What is the impact on the organisation?

The report affects the potential Council Tax resources available to the City Council and, as
such, impacts on the 2014/15 budget setting process.



6.4 Equalities / EIA

None.

6.5 Implications for (or impact on) the environment

No impact

6.6 Implications for partner organisations?

The Council tax base for the City Council will be used by the by the West Midlands Police
and Crime Commissioner and the West Midlands Fire and Rescue Authority when setting
their 2014/15 precept.

Report author(s):
Name and job title:

Phil Baggott, Lead Accountant

Directorate:
Resources

Tel and email contact:

024 7683 3815

phil.baggott@coventry.gov.uk

Contributor/approver | Title Directorate or | Date doc | Date response
name organisation sent out received or
approved

Contributors:

Paul Jennings Finance Manager Resources 11.12.13 11.12.13
(Corporate Finance)

Names of approvers:

(officers and members)

Carol Bradford Legal Officer Resources 26.11.13 4.12.13

Lara Knight Governance Resources 41213 41213
Services Officer

Finance: Barry Hastie Assistant Director Resources 11.12.13 11.12.13
Financial
Management

Director: Chris West Executive Director, Resources 11.12.13 11.12.13
Resources

This report is published on the council's website:
www.coventry.gov.uk/meetings
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Appendix D - Grant payment to Parish Councils

Allesley Keresley
a Tax Base 2014/15 without the effect of Council Tax reductions 377.0 264.0
b Effect of Council Tax reductions -20.87% -20.87%
c Tax Base change as a result of Council Tax reductions axb (78.7) (65.1)
d Tax Base 2014/15 a+tc 298.3 208.9
e Band D parish precept 2013/14 £10.31 £8.25
f Loss of Income from Council Tax reductions cxe -£811 -£455
g Grant payment (90% of lostincome) f x 90% - £730 ~ £409
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