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Report to: Performance Management and Budget Scrutiny Committee, 
8th September 2015

Report of: Finance Service Manager 

Subject: QUARTER 1 FINANCIAL MONITORING REPORT - 2015/16

1. Purpose of Report

1.1 To provide a summary to Performance Management and Budget Scrutiny Committee 
(PMBS) of the financial monitoring details including variances and forecasts, write-
offs, and performance indicators, for the 1st quarter ended 30th June 2015 (Q1), and 
for PMBS to consider any recommendations for action to Cabinet.

1.2 To seek feedback from PMBS on the value of the graphical information included in 
the report as to whether it aids understanding and improves the quality of the 
information provided.

2. Scope and Purpose of this Report

2.1 This report provides monitoring details including annual budgets, Q1 performance 
against budget, high level year-end forecasts, reasons for variances, and 
performance measurement details, for the following areas of activity:

 Revenue budget performance - Appendix 1
 Service variance analysis - Appendix 2
 Transformation Plan performance - Appendix 3
 Fees & charges performance - Appendix 4
 Salary costs performance - Appendix 5
 Car parks income performance - Appendix 6
 Capital Programme performance - Appendix 7
 Treasury Management performance - Appendix 8
 Debt collection/supplier payment performance measures – main body of report

3. Background

3.1 The forecast year-end position at the end of Q1 last year was a £33k net budget 
surplus. A number of budget pressures developed during the year including the cost 
of the vehicle maintenance contract and vehicle hire costs, however income 
generation improved significantly during the year particularly on Planning Fees and 
on a temporary contract with the County Council for street sweeping.  The year-end 
result was an overall net budget surplus of £376k.

3.2 The £376k surplus on budget last year comprised a £412k surplus on income 
budgets, a £63k budget underspend on employee costs and a £173k overspend on 
non-pay budgets. 

3.3 The budget for this year was approved by Full Council in February 2015.  As part of 
achieving a balanced budget, savings of £1.017m were identified in the 
Transformation Plan, for implementation in this financial year.
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4. Financial Performance Headlines

Overall Position

4.1 The performance at the end of Q1 is a net budget surplus of £154k which is forecast 
to increase to a net surplus of £222k at the year-end.  The position at Q1 is a high 
level overview and does not include all the detailed adjustments which are 
undertaken at the year-end. The summary is shown in the table below with further 
details provided in Appendices 1 and 2.
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4.2 The actual net budget surplus of £154k for Q1 is made up of:

 an underspend on employee costs of £34k 
 an underspend on non-pay costs of £43k, and;
 a surplus on income of £77k

 
4.3 The underspend on employee costs is over and above the budgeted vacancy factor 

that was built into the budget in 2015/16.  This underspend is contributing to an 
overall favourable budget position, but it should be noted that whilst ‘normal’ 
recruitment lag is manageable on a short term basis, some areas within the Council 
are experiencing difficulties on recruitment and prolonged vacancies do adversely 
impact service delivery and performance levels.

4.4 The underspend on non-pay is across a number of areas and the income surplus 
includes extra income from car parking and income from the temporary street 
sweeping contract with the County Council in the Cleaner and Greener Service that 
has not been budgeted.

4.5 The year end forecast at this Q1 stage is a net budget surplus of £222k which 
includes the following key income and expenditure items:

 Third Party Payments £78k overspend – higher costs of vehicle maintenance 
reflecting the age of the fleet.  The on-going programme of vehicle replacements 
should give rise to lower costs in the future and a more detailed analysis and 
forecast is being prepared for Q2;
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 Transport Expenses £55k overspend – the downtime from vehicle 
maintenance also necessitates greater vehicle hire costs within this category, 
again this should reduce as more fleet is replaced;

 Fees and Charges Income £69k surplus – higher net income from Parking, 
Trade Waste and Land Charges offsetting forecast shortfalls on Bereavement and 
Building Control;

 Employee Costs £71k underspend – arising from forecasting existing 
vacancies and estimated recruitment timescales.  The forecast includes allowing 
for the vacancy turnover budget of £87k for the year, and;

 Other Income £143k surplus – mainly arising from temporary contract income 
for street sweeping in Cleaner and Greener over budget, which is assumed to 
continue for the full year. 

4.6 The year end forecast by income and expenditure type is summarised in the graph 
below:

9,934

17 12
61

69
71

143

78
55

18

10,156

Budget Transport Grants & Contributions Premises Employees Forecast : Year-end
9,800

9,900

10,000

10,100

10,200

10,300

10,400

   
   

   
   

N
et

 B
ud

ge
t  

  £
'0

00

Full-year Forecast by Type

Position by Service

4.7 The year end forecast of a £222k surplus is also shown by Service in the graph 
below, with the key variances by Service as follows: 

 Finance and Corporate £38k overspend - which mainly relates to the central 
vacancy factor budget of £87k being in deficit with the actual turnover savings 
shown in the individual Services;

 Leisure, Sport and Museums £28k overspend – comprising an overspend on 
Museums storage and additional pension costs notified by the pension fund after the 
budget setting process;
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 Economic Devt and Planning Policy £49k underspend – which mainly relates to 
staff vacancies and recruitment lag;

 Cleaner and Greener £132k surplus – a number of surplus and deficit budgets 
with the main budget benefit being the temporary contract for street sweeping.
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4.8 Fees and Charges income performance is shown at Appendix 4 and Car Parking 
income is shown at Appendix 6. The details are summarised as follows:-

 Car park income budgets were reduced by £180k at the start of the financial year. 
Providing a surplus on the overall budget is achieved £50k will be set aside for 
future capital investment in car parks. At Q1 the car park income is showing a 
surplus of £90k and is £53k higher compared to the same period last year. Given 
the unpredictability of the winter weather and other influencing factors the full 
year forecast is set at a surplus of £200k. 

 Income from Planning fees is currently breaking even and at this stage is forecast 
to break-even at year end. Land Charges fee income is forecast as a £26k surplus 
at year-end and Building Control fee income is forecast to be a £46k shortfall at 
year-end.

 
 Sports Centres income at Q1 shows a £15k shortfall against budget.  It should be 

noted that the income budget was reduced by £200k in 2014/15 to reflect previous 
income reductions, and so far this year income is holding up against the revised 
budget amount with a small reduction of £7k compared to the same period last 
year.  This area is being closely monitored as the year progresses.

 Trade and Garden Waste have a combined surplus on income of £39k at Q1 and a 
full-year forecast surplus of £91k

 Bereavement – the full year forecast income is based on the same activity levels 
as 2014/15, and in line with last year the forecast is an £80k shortfall at year end.
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Transformation Plan

4.9 The Transformation Plan savings budget for 2015/16 is £1.017m as shown, broken 
down by Service, in the table below:
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4.10 The performance at the end of Q1 shows only £40k at risk of not being achieved, 
which relates to the increased vehicle maintenance costs in the Cleaner and Greener 
Service.  Further details on forecast performance are shown in the table below and in 
Appendix 3.

(584)
(203)

(190)
(40)

Actioned and achieved
Actioned awaiting results
Actions In Progress
At Risk

Transformation Plan Q1 Performance - 2015/16  (£000)

5. Capital Programme – Performance Headlines

5.1 The approved capital programme budget for the year is £8.3m.  It has been 
increased by £1.1m of carry forwards from unfinished projects in 2014/15, and by a 
further £0.2m of approved schemes in year reflecting externally financed projects.  
This gives a revised total budget for 2015/16 at Q1 of £9.6m. 
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5.2 Performance on the Capital programme is shown at Appendix 7 with £1.3m spent or 
committed to date. The major schemes are as follows:

 Swimming Pool £6m budget – this is an historical budget profile for 2015/16 of 
part of the approved £10.5m budget.  The budget profiling will be reassessed for 
Q2 following the outcome of the contractor tender process which is due to be 
reported to Cabinet in September for approval. 

 Cleaner & Greener vehicles £1m budget – expenditure of £645k incurred to date 
on refuse vehicles with a further decision expected in Q2 to procure replacement 
street cleansing vehicles, in line with the approved budget.

 House renovations (DfGs) £0.35m budget – expenditure and commitments of 
£0.35m to date in Q1.  The Q1 commitments are higher than normal at this stage 
of the year, so this is under review with the Strategic Housing Service.

6. Treasury Management Performance

6.1 The net full year forecast position at Q1 for interest paid and received is a balanced 
budget, with a £13k shortfall on interest receivable forecast and a £13k underspend 
forecast on interest payable.  Details are provided in Appendix 8.    For Q2 onwards 
the position on MRP (Minimum Revenue Position) will also be included in the Treasury 
Management Performance report.

7. Supplier Payments

7.1 At the end of Q1 the performance for payment of supplier invoices is as follows:

2014/15 2015/16

Q1 Full Year
Actual Q1 Full Year

Target
RAG

V. L/Yr.
All Suppliers – 
within terms 98.5% 97.2% 98.1% 100% A

Local Suppliers  
< 10 days 94.4% 93.8% 96.5% 100% G

8. Collection of Council Tax and Business Rates 

8.1 The percentage of current year Council Tax and Business Rates debt collected to the 
end of June 2015 is shown below, together with the comparable figures for Q1 
2014/15.  Collection of Council Tax has remained at broadly the same level as last 
year whilst Business Rates collection has improved.

8.2
The 

  Percentage Collected

April-June 
2014/15

2014/15 
Full Year April-June 

2015/16

RAG 
Trend Vs. 
Last Yr.

Council Tax 29.45% 97.57% 29.32% A
Business Rates 25.53% 98.21% 28.32% G
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amount of write-offs of Council Tax and Business Rates during Q1 has increased 
compared to this time last year.  In Q1 £157k from 101 cases was written off.  Of 
these, £31k from 11 cases required the approval of the Corporate Director – 
Resources, £81k from 7 cases require Cabinet approval, the remainder have been 
approved by the Revenues & Benefits Shared Service management.  The level of 
write-offs in Q1 2015/16 reflects a higher number of write-offs relating to 
bankruptcies and liquidations.

2014/15
Write-off

Cases

2014/15
Write-off

£000

2015/16
Write-off

Cases

2015/16
Write-off

£000
Quarter 1 44 £50k 101 £157k
Quarter 2 30 £16k
Quarter 3 89 £253k
Quarter 4 63 £54k
Total 226 £373k

9. Debt Recovery Processes

9.1 As part of a pilot exercise for the three South Worcestershire district councils, the 
Revs & Bens Service have engaged a firm who specialise not only in the legal 
aspects of debt recovery but who are also insolvency practitioners.  This means they 
can provide the whole package on legal recovery proceedings.

9.2 Having exhausted all of our own recovery processes, a number of potential write off 
cases for both Council Tax and Business Rates have been passed to this legal firm to 
see if there is merit in pursuing any further legal proceedings.  Cases that are put 
forward are reviewed to ensure that the appropriate conditions exist to pursue a 
debt (for example – vulnerability checks are carried out).  It should be noted that 
the legal process is time consuming and there are costs associated with each case 
which will not be recoverable if the case is not successful.

9.3 The pilot has indicated that a number of cases should go forward for further 
proceedings for both Council Tax and Business Rates.  The legal proceedings include 
charging orders, forcing company wind-ups and targeting of individual Directors.  
The new Council Tax recovery procedings will commence shortly and Business Rates 
will follow thereafter if the final stage of local recovery measures is unsuccessful. 

9.4 It should always 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.  A 
detailed schedule of the accounts to write-off is held by the South Worcestershire 
Revenues and Benefits Shared Services.

10. Stock and Sundry Debt Write-Offs

10.1 Cabinet approval is also sought for write-offs identified in the process of compiling 
the 2014/15 Statutory Accounts.  Full provision was included in the 2014/15 
accounts and there will therefore be no financial impact in 2015/16:
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 IT consumables stock £10,027 - The consumables stock relates to printers 
(toners, spare fuser units) cash receipting tills (toners, till rolls), small items of IT 
equipment that have subsequently been removed or replaced. Efforts were made 
to sell items to other organisations or individuals, but this was not fully 
successful. 

 Sundry debtors £9,805 – Invoices relating to a firm of funeral directors who went 
into administration in July 2014 and for which no payment will be received.

11. Business Rates – GP Surgeries

11.1 Earlier this year, the Upper Tribunal heard an appeal and upheld the Valuation 
Tribunal (VTE) decision of June 2014, concerning 3 GP surgeries in Sheffield. The 
case was concerned with the method of valuation used to arrive at the rateable value 
of purpose built GP surgeries. The decision outcome was that such purpose built 
surgeries effectively have no alternative commercial use, and the impact was a 
significant reduction in rateable value (c70%) and the associated rates payable.  The 
changes impacted both the 2005 and 2010 rating lists i.e. any refunds of rates due 
could be backdated to April 2005 or April 2010, depending when an appeal was 
lodged.  The new Localised Business Rates regime was introduced from April 2013, 
which means that prior to this date, central Government would have received the 
rates and therefore the associated cash for purpose built GP surgeries at the higher 
rateable value.

11.2 In Worcestershire the impact was significant, particularly in relation to backdating to 
April 2005, the impacts of which have now been settled.  Nationally the impact has 
been felt more against the 2010 list, with appeals notified but no settlements 
concluded yet by the Valuation Office.  The estimated total refund in Worcestershire 
is £13m with Worcester City’s share being £1.3m.  The ongoing business rates 
income reduction p.a. in Worcestershire is £2.3m with Worcester City’s share being a 
£140k p.a. reduction.

11.3 Various representations have been made to reimburse these backdated claims, 
including to Ministers through the Leaders Group and to DCLG from the Chief 
Executives Panel.  Requests have also been made for permission to dissolve the 
Worcestershire Business Rates Pool as without this, safety net payments would have 
been payable to the three South Worcestershire Districts of c£1m each from central 
Government.  Further information has been requested from DCLG, this has been 
provided and we await a response.

11.4 As this issue has significant financial implications it was treated as a post balance 
sheet event and our draft Statutory Accounts for 2014/15 were amended to reflect 
the transactions.  The technical accounting is such that the general fund impact will 
not materialise until 2016/17.  Our priority at the moment is on more detailed 
analysis of the 2010 claims and on assessing the adequacy of the Business Rates 
earmarked reserve to cover the Worcester City share of the backdated refund.

 
12. Equalities, Financial, Health and Safety, HR, Legal, Policy, and Risk 

Management Implications 

12.1 Equalities, Health & Safety, Human Resources, Legal – none directly arising 
from this report.
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12.2 Financial – included within this report.

12.3 Policy – the Council should ensure that spending levels are in accordance with 
agreed budgets which are set to deliver council priorities.  The quarterly financial 
monitoring process provides assurance that robust monitoring is in place at both an 
officer and member level.

12.4 Risk Management– the key risks and opportunities to the Council’s financial 
performance for 2015/16 are as follows:

 Planning Appeals - higher risk of costs associated with awards against the 
council;

 Housing Benefit Subsidy - performance is difficult to forecast in the early part 
of the year.  A 1% swing on performance in this area will cause a 
disproportionate impact, adverse or favourable, on the Council’s bottom line;

 Business Rates – the GP surgeries appeal issue has demonstrated the volatility 
that exists within the Business Rates funding regime and the significant impact 
changes can have.  The Pool partners will continue to work as a group on 
monitoring Business Rates, seeking expert inputs and assessing the adequacy of 
resources devoted to this volatile and significant area of financial activity.

 Fees and Charges - car parking could achieve additional income of c£100k-
£150k in excess of the Q1 forecast, if the current income trend continues and the 
winter weather and other influencers are favourable.  On Bereavement income, 
the forecast is an £80k shortfall at year end, in line with last year.  Early 
indications are slightly better performance than last year but this will be reviewed 
and monitored closely, particularly given the planned disruption during the 
Crematorium refurbishment period.  There is a £150k Fees & Charges 
contingency budget to offset any fees and charges shortfalls, at Q1 it is forecast 
that this will not be needed in 2015/16.

 Fleet costs - maintenance, repair and vehicle hire costs were £279k over budget 
in Cleaner and Greener in 2014/15. There was a net increase to the budget in 
2015/16, but not to the extent of last year’s overspend.  New fleet is in place and 
more is to be ordered in Q2.  This activity area will be reviewed for Q2 to provide 
more detailed analysis and forecasts and it will continue to be closely monitored 
in year to assess whether the current Q1 forecast of a net overspend of £105k is 
realistic.

13. Comments of the Finance Services Manager

13.1 Forecasting a year end position at the early Q1 stage of the year is difficult to do with 
a sufficient degree of accuracy. The actual performance at Q1 is better than budget, 
and the forecasting done to date identifies that there should be a surplus at the end 
of the year.  However, there are a number of risks and opportunities that could 
impact the outturn as identified above, and these will be closely monitored as the 
year progresses.
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14. THE FINANCE SERVICE MANAGER RECOMMENDS: 

14.1 That PMBS Committee reviews the financial monitoring details including 
variances and forecasts, write-offs, and performance indicators, for the 1st 
quarter ended 30th June 2015, and considers any recommendations for 
action to Cabinet.

14.2 That PMBS Committee considers the value of the graphical information 
included in the report and feedback whether this is an area that could be 
developed to aid understanding and improve the quality of the information 
provided.

Ward(s): All
Contact Officer: Mark Baldwin – Tel: 01905 722007

Finance Service Manager 
 Background Papers: None


