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Report to: Performance Management and Budget Scrutiny Committee, 15th June 
2015 

Report of: Finance Service Manager  
 

 

Subject:  QUARTER 4 FINANCIAL MONITORING REPORT – 2014/15 

 
1. Purpose of Report 

 

1.1 For PMBS Committee to note the financial monitoring report details including budget 

variances and year-end forecasts, debt write-offs and performance indicators for the 4th 

quarter and year ended 31st March 2015 (Q4), and consider any recommendations for 

action to Cabinet. 

 

2. Scope and Purpose of this Report 
 

2.1 To update members of PMBS on the final financial position of the Council for 2014/15, 

following the quarter 4 financial monitoring exercise.  

 

2.2 This report provides monitoring details including annual budgets, Q4 performance 

against budget, reasons for variances, and performance details, for the following areas 

of activity: 

   

• Revenue budget summary – Appendix 1  
• Variance analysis – Appendix 2 

• Transformation Plan performance – Appendix 3 
• Fees and Charge performance – Appendix 4 
• Salaries performance – Appendix 5 

• Car park income performance - Appendix 6 
• Capital Programme performance – Appendix 7 

• Treasury Management performance – Appendix 8 
• Earmarked Reserves - Appendix 9 
• Debt collection/supplier payment performance measures – main body of report 

 
3. Background 

 

3.1 The reported position in quarter 3 (Q3) this year was a budget surplus of £265k and a 

forecast surplus for the year end of £257k.   The forecast year end surplus of £257k 

assumed a breakeven position on the various Revenues & Benefits activities; Housing 

Benefit, Business Rates and Business Rates pooling. 

 

3.2 Included within the 2014/15 budgets are efficiency savings targets of £1.2m across a 

number of schemes.  At Q3, £838k of these savings had been achieved, a further £235k 

had been implemented, and £136k of savings relating to income generation were at risk 

of not being achieved. 
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4. Q4 Performance - Headlines 
 

4.1 The Council has delivered a revenue budget surplus of £376k at the year end.  The 

surplus is achieved after taking into account all of the agreed and planned movements 

on reserves. The revenue performance details are provided in Appendix 1 and further 

details are provided below. 

 

4.2 £1.1m (91%) of the £1.2m saving targets in the Transformation Plan have been 

delivered (see Appendix 3).  The shortfall of £0.1m relates to fees and charges 
income on car parks and the crematorium. £70k of this shortfall has been covered by 

the Fees and Charges contingency budget which was set up as part of the budget 

proposals in February 2014 and continued into 2015/16. 

 

4.3 The forecast year-end surplus at Q3 was £257k. At year end the actual surplus is 

£376k.  At a headline level, the surplus of £376k is comprised as follows: 

 

• £110k overspend on operating expenditure on a budget of £22.1m 

• £412k surplus on income against a budget of £14.7m 

• £50k shortfall on net Housing Benefit subsidy 

• £124k surplus on net interest, capital charges and movement on reserves. 

 

4.4 On expenditure in 2014/15, the key points to note are: 

 

• The under-spend on employees of £63k, 0.6% of budget, is mostly salary related 

with savings in several service areas (see Appendix 5). This is much reduced from 
the reported Q3 saving of £225k owing to the £66k provision for the employees’ 

one-off £200.00 non-consolidated pay award and an extra pension strain charge of 

£82k. 

 

• On non-pay there is a net over-spend of £173k, 0.5% of budget. This includes a 

£283k over-spend on Third Party Payments, being principally £252k over-spend on 

fleet maintenance and repairs and £61k over-spend on vehicle hire.  In addition, 

there is a £84k under-spend on Supplies and Services spread across several 

expenditure types in each Service area. These will be closely looked at as part of the 

preparation of the 2016/17 budget. 

 

4.5 On income in 2014/15, the key points to note are: 

 

• Fees & Charges delivered a surplus of £156k on budget (see Appendix 6). This 

includes £107k extra Planning fees and Development Management income, which 

was reported as an increase in Q3.  The Fees & Charges contingency of £70k has 

been released and is reported as a budget surplus at year end. 

 

• Other Income delivered a £203k surplus which includes £152k unbudgeted income 

from a temporary contract with the County Council for disposal of street sweepings. 

 

4.6 The budget performance by Service is shown at Appendix 2, with detailed comments 

and analysis to explain the variances.    
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5. Business Rates and Business Rates Pooling 
 

5.1 Worcester City is a member of the Worcestershire Business Rates Pool.  Under this 

arrangement for 2015/16, Worcestershire retained £355k of levy funding which would 

have been transferred to central government had we not been part of a pool.  Under 

the pool arrangement the retained levy is the only element of funding that transfers 

into the pool.  Worcester City’s share of this levy contribution is £101k.   

 

5.2 Under the pool agreement, the retained levy of £355k is shared 50% between pool levy 

contributors and 50% to a risk reserve.  Worcester City received extra funding of £25k 

from the pooling arrangement as a pool contributor.  The risk reserve of £172k was 

fully allocated to Malvern Hills District Council as their outturn was significantly below 

the baseline funding level for business rates.   

 

5.3 The most significant issue on business rates is valuation appeals and the effect of 

backdating any changes.  Local authorities have to absorb 50% of the impact of 

reductions in the business rates through appeals, including the backdating impacts 

which can be for 5 years and in some cases for 10 years.   Government recently 

announced a change in the appeals regime which was that unless an appeal was lodged 

by 31st March 2015, any reductions arising from the success of that appeal would not be 

back dated.  This announcement led to an unprecedented level of appeals in the final 

two weeks of the financial year, many of which are ‘speculative’.   The challenge for 

Finance functions has been to make an assessment on the likely outcomes of these 

appeals and to include an assessment of backdating impacts in our Business Rates 

returns and accounts for 2014/15. 

 

5.4 In summary, the Business Rates account is currently running at a loss due to appeals 

and to government reliefs on small business rates and empty premises.  The former are 

being compensated for by underlying growth, and the latter by specific section 31 

grants which fall outside of the Business Rates account.  The section 31 grants have 

been transferred to the Business Rates earmarked reserve so that the Council can meet 

the past costs of these reliefs when they are brought into our accounts in 2015/16.  The 

accounting arrangements are such that from 2015/16, these financial arrangements will 

start to equalise over the next couple of years to a net balance position. 

 

5.5 At this stage, the forecast is that the City Council will achieve the £0.3m growth on 

business rates factored into budget in 2015/16, but thereafter it is not clear what will 

happen with the planned reset to the scheme in 2019/2020 and any future changes to 

the scheme that may be introduced by Government. 

 

6. Capital Programme – Performance Headlines 
 

6.1 Performance on the Capital programme is shown at Appendix 7. The final total budget 
for 2014/15 is £4.6m. The actual spend including commitments is £3.1m and includes 

the following major schemes: 

 

• Swimming Pool £350k (Budget £350k) – design, project and procurement fees, with 
major construction works not due to commence until later in 2015 
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• Angel Place £167k (Budget £185k) – project now complete. Final snagging list to be 
agreed and final payment will then be made. 

 

• Housing at Dudley Close, Dines Green £661k and Sansome Place £28k (Budget 
£689k) – projects completed and final payments made. 

 

• Disabled Facilities Grant payments of £254k (Budget £260k) 
 

• Vehicle replacement £1,020k (Budget £1,020k) – completed and paid  
 

6.3 No expenditure has been incurred in 2014/15 on the following schemes and the funding 

for these will carry forward into 2015/16 for implementation: 

 

• Cathedral Square £0.4m 

• Perdiswell Culvert £0.5m 

• Technology Park £0.5m 

 

7. Treasury Management 
 

7.1   The net position on Treasury Management at Q4 is a small surplus of £34k, arising from 

savings on interest payable due to deferral of planned external borrowing (see 
Appendix 8).  Further details will be provided in the Annual Treasury Management 

Report 2014/15 which will be presented to the June PMBS Committee and the July 

Cabinet meeting. 

 

8. General Fund and Earmarked Reserves     
 

8.1 The General Fund balance brought forward from 2013/14 was £1.266m and a £26k 

release was budgeted for 2014/15. However as the year has ended in surplus this is not 

required and the balance at the end of 2014/15 therefore remains at £1.266m.   

  

8.2 The Council’s Earmarked Reserves balance at the start of 2014/15 was £6.149m.  

£1.2m of balances have been used as agreed in year, and £3.7m of balances have been 

added to the reserves.  The details are provided at Appendix 9.  The net effect of the 

transfers to and from earmarked reserves is to increase the balance to £8.648m at year 

end. 

 

8.3 The details are summarised in the table below: 
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 £k 

Opening Balance 6,149 

Transfers - IN 

Land charges surplus income 

Localised business rates for appeal costs 

Change programme – government new burdens grants 

LAMS (net interest) 

External government grants - Housing 

External grants – Other 

Licensing (Taxis) 

VAT income risk reserve 

Parking infrastructure (including Decrim Parking) 

Crematorium facility investment 

New Homes Bonus - 2014/15 allocation 

Refunds – RHP and Priority Projects 

 

34 

901 

163 

6 

696 

164 

6 

48 

117 

99 

1,489 

25 

Subtotal - Transfers In 3,748 

Transfers - OUT 

Three Choirs Festival 

Elections reserve (4 year period) 

Pension back funding  

Change programme (Pay Review) 

Environment warranty insurance  

Priority Projects 

Swimming pool – design and procurement 

Housing and planning delivery grant 

Cleaner and Greener operations 

New Homes Bonus projects 

RHP – support to strategic housing 

 

16 

18 

370 

13 

26 

95 

45 

97 

55 

499 

15 

Subtotal - Transfers Out 1,249 

Closing Balance 8,648 

 

8.4 In addition to the transfers between earmarked reserves that were agreed as part of 

the 2015/16 budget setting process, it is proposed that the following additional 

reserves transfers take place to rationalise the number of similar reserves: 

 

i. The remaining ‘public realm’ improvements balance of £115k in the Priority Projects 

Reserve is transferred to the Regeneration reserve 

 

ii. The HMO licencing income reserve of £26k is transferred to the main Housing grants 

reserve to assist with the set up costs of the new HMO licencing scheme 

 

iii. The Strategic Housing Service requirement for RHP funding for the next two years is 

£70k, and the balance of £335k is transferred to the main Capital Replacement reserve  

 

8.5 It is also proposed that the budget surplus of £376k is transferred to the following 

earmarked reserves: 

  

i. The Change Programme reserve – for transformation, new burdens and outsourcing 

initiatives 
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ii. The Capital Replacement reserve – for capital investment, replacement and 

maintenance of assets 

 

iii. The Service Improvement reserve – for revenue investment in service improvements 

 

8.6 With the proposed appropriations to Earmarked Reserves outlined at paragraph 8.5 

above, the closing balance would rise to £9.025m. 

 
9. Supplier Payments 
 

9.1 Total invoices paid in year were 5,855 (6,110 in 2013/14).  The Council’s target for 

paying invoices within terms is 100%. For Q4, the actual achievement was 97.2% on 

time, up from 96.2% in Q4 2013/14.  The target of 100% is considered to be unrealistic 

and for 2015/16 a reduction to 98.0%. is therefore proposed. 

  
9.2 The Council aims to pay local suppliers within 10 days.  Performance in Q4 of 2014/15 

was 93.8% compared to 86.8% the previous year. 

 

10. Collection of Council Tax and Business Rates 

 

10.1 The percentage of current year Council Tax and Business Rates debt collected to the 

end of March 2015 is shown below, together with the comparable figures for March 

2014.  

 

  

 

 

 

 

10.2 Both the collection of Council Tax and Business Rates has improved in comparison to 

last year.  

 

10.3 The amount of write-offs of Council Tax and Business Rates during 2014/15 is shown in 

the table below.  Of these write-offs, 55 cases totalling £25k (individually below £2k) 

have been approved by the Revenues & Benefits Shared Service management and 6 

cases totalling £18k (individually below £5k) have been approved by the S151 officer.  

The write-off of 2 Business Rates accounts totalling £11k and the 14 cases from Q3 for 

£188k will go forward to Cabinet for approval. 

 

 2013/14 

Write-off 

Cases 

2013/14 

Write-off 

£000 

2014/15 

Write-off 

Cases 

2014/15 

Write-off 

£000 

Quarter 1 13 £7k 44 £50k 

Quarter 2 111 £94k 30 £16k 

Quarter 3 65 £105k 89 £253k 

Quarter 4 67 £71k 63 £54k 

Total 256 £277k 226 £373k 

 

   Percentage collected up to 31st      

March 

 2013/14 2014/15 

Council Tax 97.40% 97.57% 

Business Rates 97.50% 98.21% 
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10.4 A detailed schedule of all write-off accounts is held by the South Worcestershire 

Revenues and Benefits Shared Services.  It should be noted that debts that are written 

off will be reinstated should further information come to light which increases their 

chances of collection.  Write-offs relate to all preceptors (County, Fire and Police), not 

just Worcester City. 

 

10.5 A pilot project is underway to see if Business Rates can be recovered from directors of 

businesses that have ceased trading. An update will be provided early in 2015/16. 

 
11. Policy, Legal, Financial, Equalities, HR, Health & Safety and Risk Management 

Implications 
 

11.1 Policy – the Council should ensure that spending levels are in accordance with agreed 
budgets which are set to deliver council priorities. General Fund balances are held at 

least at the agreed preferred level, and any appropriations to/from earmarked reserves 

are agreed by full Council as part of the budget framework. 

 

11.2 Legal – none directly arising from this report 
 

11.3 Equalities – none directly arising from this report 
 

11.4 Financial – included within this report 

 

11.5 HR and Health & Safety - none directly arising from this report 

 

11.6 Risk Management – based on the 2014/15 outturn, the key opportunities and risks to 
the Council’s financial performance for 2015/16 are as follows: 

 

(1) Car parking income - the budget for 2015/16 has been reduced by a net £180k.  

However, if the current income trend continues into 2015/16 there is the 

potential for a surplus on budget of c£100k-£150k. 

(2) Planning fees income – in 2014/15 a surplus of £72k was achieved. If this level 

of activity continues a similar surplus would be expected in 2015/16. 

(3) Crematorium income – a shortfall on budget of £77k was achieved in 2014/15.  A 

detailed review and business process mapping exercise is underway to assess the 

likely income predictions for 2015/16, at this stage the forecast is that this area 

of activity could be in deficit again in 2015/16.  The Fees & Charges contingency 

budget for 2015/16 is £150k. 

(4) Performance on Housing Benefit-Subsidy and Business Rates is complex and 

difficult to predict with any degree of certainty in the early part of the year.  A 

significant amount of work has been undertaken in these areas to improve the 

forecasting processes and these areas will be closely monitored as the year 

progresses.  A 1% swing on performance in these areas will cause a 

disproportionate impact on the Council’s bottom line. 

(5) The fleet maintenance, repair and vehicle hire costs were £279k over budget in 

Cleaner and Greener in 2014/15. The budget for 2015/16 has been increased but 

only by £100k. The replacement of the ageing fleet with new vehicles should 

reduce the repair costs however this area remains a risk and will be closely 

monitored. 
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(6) ‘Mind the Gap’ Transformation Plan – the 2015/16 budget includes new savings 

of £938k.  Included within this target are some challenging income generation 

targets and implementation of the Transactional Review across the whole 

Council.   

 

11.7 Effective budget monitoring is a key process to manage financial risks. Monthly budget 

onitoring processes are in place with Finance staff, Service Managers and other budget 

holders.  

 
12. Comments of the Finance Service Manager 

 

12.1  The Council has delivered a budget surplus of £376k on operational budgets, despite 

the challenging financial climate and year-on-year budget savings.  Officers plan 

throughout the year how to save money in the following year, and as a consequence 

take steps in-year to deliver future budget savings. 

 

12.2  A key component of the budget surplus is increased income over budget of £0.4m.  This 

area will be closely monitored in 2015/16 to better forecast the likely position earlier in 

the year, and to establish the budgetary impact for the 2016/17 budget setting 

exercise.   

 

12.3 Financial reporting improvements in 2015/16 will focus on: 

 

• Enhancing the understanding of Housing Benefit subsidy and Business Rates 
accounting and associated forecasting 

• Better identification and communication of the opportunities and risks inherent in 
the quarterly forecasts 

• Enhancing the presentation of reported financial information  
 

12.4 Overall, the budget surplus is to be welcomed as it provides a non-recurring funding 

source to help deliver the Council’s ambitious ‘Mind the Gap’ programme, the 

outsourcing of Cleaner and Greener service and capital investment improvements.  It is 

therefore recommended that the majority of the year end operational surplus is set 

aside to provide appropriate resources to deliver this challenging agenda.   

 
13. THE FINANCE SERVICE MANAGER RECOMMENDS: 
 

13.1 That PMBS reviews the financial monitoring report details including write-offs, 
performance indicators, budget variances, general fund and earmarked 

reserves, for the year ended 31st March 2015, and considers any 
recommendations for action to Cabinet. 

 

 
 

Ward(s):   All 
Contact Officer: Mark Baldwin 01905 722007, Finance Service Manager 
  Email: mark.baldwin@worcester.gov.uk 

Background Papers: None 
 

 


