
Report to: Policy and Resources Committee, 4th February 2020

Report of: Head of Finance

Subject: Q3 FINANCIAL MONITORING REPORT 2019/20

1. Recommendation

1.1 That the Committee reviews the financial monitoring details including 
budget variances and performance indicators for the 3rd quarter ended 31 
December 2019; and

1.2 That the Committee reviews the proposed write-offs of Council Tax and 
Business Rates for the quarter and approves the amounts noted.

2. Background

In addition to the report, the following appendices provide further details on the 
forecast year-end financial position as at Q3:

 Revenue budget summary - Appendix 1
 Revenue budget summary for gross income and expenditure – Appendix 2
 Service variances analysis - Appendix 3
 Fees & Charges income generation - Appendix 4
 Salaries by Service – Appendix 5
 Capital Programme summary - Appendix 6
 Earmarked Reserves– Appendix 7
 Debt collection/supplier payment performance – main body of report

3. Executive Summary 

3.1 The forecast year-end performance at Q3 is to meet the balanced budget with no 
surplus or deficit. However this will only be achieved through transferring £565k 
from reserves. This will be achieved through utilising the £495k balance that exists 
in the Income Contingency Reserve and a further £70k from the Localised Business 
Rates Reserve leaving a balance of £1,601k on the Risk Reserve. 

3.2 The forecast for income from Fees and Charges overall is an under-recovery of 
income of £697k (Q2 forecast £648k under-recovery). This includes a £384k income 
deficit in Bereavement Services further deficits in Parking income of £189k and 
Development Management of £154k. These are covered in more detail in para. 4.6.

3.3 A review of the Council’s cash flow has confirmed that there is unlikely to be a need 
for further borrowing during this financial year. This creates a budget surplus in 
respect of Interest Payable / Receivable of £203k.



3.4 The Council’s insurance contract came to the end of its 5 year term and has been 
retendered resulting in an annual saving of £138k, which is a 47% reduction. This 
applies from July 2019 and is therefore a budget surplus of £115k in 2019/20.

3.5 The new lease for the Racecourse been completed. It includes an increase in the rent 
receivable which will be back-dated to the outstanding rent review due in 2015. This 
will provide a one-off benefit of £255k which is in addition to the new annual rent 
budgeted. 

3.6 In respect of Housing Benefit subsidy, previous reports have noted the large 
volumes involved and the potential for small changes of, say, 1% to create changes 
of circa £300k. The table below summarises the movement in the year-end forecast 
compared to the year-end forecast at Q2 and the actual cost for last year.

The rise of £90k since the Q2 forecast is due to the continuing increase in the cost of 
temporary accommodation and a reduction in the recovery of Housing Benefit over-
payments. Further detail is provided in para 4.7.

3.7 To summarise; the main elements of the year-end forecast as at Q3 are:

Year-end Revenue Budget forecast £’000

Bereavements Services income 384 Based on trend of last 9 months

Parking income 189 Based on trend of last 9 months

Planning fees income 84 Based on trend of last 9 months

Land Charges income 70 Based on trend of last 9 months

Cost of security at Sansome Walk  * 140 Forecast to March 2020

Housing Benefit subsidy  372 Based on trend of last 6 months

Car park machines 40 Set up costs and credit card charges

SWDP support and development 32 Increased cost advised

Racecourse back-rent  * (255) Receivable on signing of new lease

Capital charges / Interest * (232) No further borrowing in 2019/20

Development Fund property rental * (143) No MRP charged in first year

Insurance cost reduction (115) Achieved from re-tendering

Salaries under-spend (146) See para. 4.3

Other 145 See para. 4.5

Net Cost of Housing 
Benefit Subsidy

2018/19 
Actual 
£’000

2019/20 
Forecast 
Q2 £’000

2019/20 
Forecast 
Q3 £’000

Change in 
Forecast 

Q3 vs. Q2 
£’000

Budget (32) (32) (32) 0

Actual /Forecast 26 250 340 90

Variance to Budget 58 282 372 90



Risk Reserves (565)
As At Q3 0

* denotes one-off items

The individual elements are a mixture of issues that could continue and those that 
are likely to be for 2019/20 only. The latter are flagged as one-off items.

The year-end forecast meets the balanced budget through transferring £565k from 
Reserves. This is primarily on account of income from Fees and Charges being £697k 
less than budgeted, see Appendix 4.

3.8 The revised annual capital budget is £17.8m with a year-end forecast of £17.8m.

3.9 The collection of Council Tax is on target. The collection of Business Rates is slightly 
ahead of target. Write-offs for Q3 are £32k. The timing of write-offs can vary 
depending on the particular circumstances of each account.

4. Q3 Revenue Budget Performance

4.1 The forecast year-end performance at Q3 is to achieve a balanced budget. Details 
are provided at Appendices 1 - 3.
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4.2 At a headline level, the year-end forecast, as shown in Appendix 1, is comprised as 
follows:

 £68k lower expenditure on a budget of £23.8m, a 0.25% variance. This 
includes void costs at Sansome Walk of £140k offset by the lower cost of 
insurance £(115)k.

 £507k reduced income on a budget of £13.5m. This includes £697k shortfall 
on Fees and Charges income offset by a one-off benefit from back-dated rent 
receivable of £(255)k.

Year-end Forecast 
£’000

Q1 Q2 Q3 Q4

2019/20 0 0 0
2018/19 2 76 90 183
2017/18 123 556 618 872
2016/17 163 289 323 668



 £(232)k net surplus from interest payments due to planned borrowing having 
not yet been taken out.

 £372k deficit on housing benefit subsidy. This includes the loss of subsidy on 
the cost of temporary accommodation.

Explanations for the key budget variances are provided below.

4.3 Employee Costs – the forecast under-spend of £(165)k, as shown on Appendix 1, is 
made up of the Services’ salary costs as detailed on Appendix 5 and other 
employee related expenditure. The main elements are as follows: 

 Community Services mainly from vacancies in Parking and Bereavement 
Services teams): £(150)k

 Property Services from delayed recruitment of the new in-house team £(36)k

 Policy and Strategy Service and People Services: £25k forecast over-spend 
due to temporary posts not budgeted

 Finance from two posts working reduced hours £(27)k

 These are offset by the vacancy factor of £80k at Q3, shown in Appendix 5.

4.4 Premises Costs – the forecast over-spend of £51k includes £140k for the void cost of 
managing the site of the former swimming pool at Sansome Walk prior to the 
demolition work starting. The void cost is forecast through to the end of March. 

Premises costs are reduced by a refund of £(107)k for the Business Rates at the 
former Park and Ride site.

4.5 Supplies and Services / Third party Payments – the net over-spend of £56k, shown 
in Appendix 1, is less than 1% of the budget. It includes the £(115)k benefit of the 
reduced cost of insurance following the re-tendering of the contract along with other 
local councils. It also includes various over-spends in several services, all of which 
are individually less than £30k.

4.6 Income 

The forecast income budget deficit of £487k is made up of:

 Fees & Charges (from council services) £697k, see Appendix 4.

 Other Income / Grants & Contributions  £(210)k 

4.6.1 The income from car parking is forecast for a year-end budget deficit of £189k which 
comprises:

 Forecast income from the car parks: £118k below budget   

 Forecast PCN income: £71k below budget. 

At the end of Q3, income from car parks is £60k lower than this time last year. PCN 
income is £40k lower than budget albeit higher than last year and is averaging £38k 
per month.

The income from car parks in April exceeded budget and last year but since then has 
been consistently 2-3% below last year.
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The year-end forecast of £3.71m is based on the income trend in this year so far 
allowing for the usual seasonal trend.

4.6.2 Bereavement income is forecast to be £1.54m for the year, which is £0.48m lower 
than last year and a full-year budget deficit of £0.38m.

At the end of Q3, income from Bereavement Services is £0.26m below budget and 
£0.28m lower than this time last year.
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Most months this year have seen income levels lower than the same months last 
year. This is following the same pattern as the final quarter of last year.

The forward bookings made by funeral directors are similarly below those made in 
previous years, suggesting that this trend is set to continue.

4.6.3 Income for 2019/20 from Environmental Health and Licensing is forecast to be 
£343k which is £9k below budget and £29k lower than last year. However within 



this, the income from taxi licences of £68k is 20% lower than last year. Conversely 
the income of £123k from other licences is 5% higher than last year.

4.6.4 The income in Development Management has a year-end forecast which is £154k 
below budget. This is due to lower income from Land Charges and Planning 
Applications.

4.6.5 Land Charges income is forecast to be £70k below budget which is a 45% shortfall. 
For the year to Q3 income is 26% lower than the same time last year. Although the 
volume of requests has not changed, a greater proportion is for personal searches 
that do not carry a fee. 

4.6.6 Income from planning applications is also below budget with few large applications 
having been received in the year so far. Although this is an unpredictable revenue 
stream and large applications could still be submitted, it is now prudent to forecast 
the year-end to be £70k below budget, a 14% shortfall.

4.6.6 Other Income – the rent review for the lease on the racecourse was due to take 
effect from April 2015. This prompted discussions with the tenant for a new longer 
lease. This has now been completed and gives rise to receipt of back-dated rent of 
£(255)k. Accounting principles have dictated that this has not previously been 
accrued in the Council’s accounts.

4.7 Housing Benefit Subsidy  

Forecast year-end over-spend of £372k. In prior years the recovery of earlier over-
payments of housing benefit has exceeded the current year subsidy costs. Hence the 
annual budget is for a small surplus of £32k.

4.7.1 In the year so far, the recovery of over-payments has reduced following the trend in 
the second half of 2018/19. The cost of provision of temporary accommodation 
continued to increase following the trend of last year, driven by increased demand 
and a lack of suitable accommodation. Together this gives a year-end forecast over-
spend of £372k. 

4.7.2 The cost of temporary accommodation for 2019/20 is forecast to be circa £809k  
(2018/19 £899k) with £325k being claimed back from central government and the 
balance of £484k being borne by the City Council as part of Housing Benefit Subsidy. 
This is £16k lower than 2018/19 and also allows for the provision of some council 
owned temporary accommodation becoming available. There are now 4 units of 3 
bed accommodation owned by the council being occupied on a temporary basis and 
a further 8 units due to become available in April 2020.

4.7.3 The recovery of Housing Benefit over-payments is forecast to be £1,091k. The 
nature of over-payments is that they often date back several months and into 
previous financial years. This creates an in-year benefit.

However in 2018/19 over-payments recovered were £1,767k, creating a reduction 
for 2019/20 of £676k. The Revenue and Benefits service believe this is due to 
claimants being able to notify changes in their circumstances more easily e.g. on-
line. Fewer over-payments are therefore arising.



4.7.4 In summary this means the cost pressure of temporary accommodation is forecast to 
reduce by £16k but the benefit of over-payments recovered is also forecast to 
reduce by £676k, a net difference of over £600k.

Housing Benefit subsidy is a complex area for which the Council’s budgets are 
£29.5m expenditure and £29.5m income. Although the cost of temporary 
accommodation and the Housing Benefit over-payments recovered are only part of 
the overall process, the movements noted above are key factors in the forecast 
year-end deficit of £372k, which is only 1.3% of the overall expenditure of £29.5m.

5. Capital Programme and Financing

5.1 The capital programme forecast is shown at Appendix 6.  The revised annual budget 
is £17.8m, with a year-end forecast of £17.8m. The original budget approved in 
February was £5.54m and the increase is summarised below:

£’000
Published Budget 2019/20 5,537
Utilised in 18/19 -399 Incl. Sansome Walk £349k 
Slippage from 18/19 826  
Affordable Housing -148 Budget no longer required and funding 

transferred to Homelessness contract
CCTV upgrade -127 Budget to cover revenue spend for 

maintenance
Property plan (other capital 
projects)

-26

Offerton Nature Reserve -17 Project deferred

Development Fund Property 10,166 Acquisition made in April 2019

Sansome Walk Site 832 Approved by Policy and Resources 
Committee 

Cultural Development (Arches) 150 Approved by Policy and Resources 
Committee

Housing co-location 165 Approved by Communities Committee
Vehicles 265 Includes planned spend for 2020/21 

brought forward to obtain discount
Cripplegate Tennis Courts 177 Approved by Communities Committee

Car Park machines 100 Additional budget b/fwd from 2020/21

Customer Service Centre 85 Approved by Policy and Resources 
Committee, revised under delegation 
following receipt of tenders 

Bromyard Road 54 Approved by Communities Committee 
House renovations (DFGs) 22
Arterial Routes 50 Approved by Environment Committee 
Sidbury (Public Realm) 49 Approved by Policy and Resources 

Committee
Cinderella 30 Approved by Policy and Resources 

Committee
Sports Development 98 Approved by Policy and Resources 

Committee



Trade Waste – weighing kit 21 Approved by Policy and Resources 
Committee 

Trade Waste – software 20 Approved by Policy and Resources 
Committee

Slippage to future years -135 Diglis

Reported Budget Q3 17,795

5.2 In summary, the main details for the major projects itemised in Appendix 6 
are as follows:

 Bromyard Road (Budget £0.2m) – provision of council-owned temporary 
accommodation for homeless and vulnerable adults and families.

 CCTV (budget £0.4m) – the upgrade of the Council’s network of city centre based 
CCTV.

 Cinderella Project (budget £0.20m) – provision of a new pavilion at the Cinderella 
sports ground.

 Kiln (budget £0.43m) – provision of flexible office space for start-up businesses in 
the building behind the Guildhall.

 Public Realm (budget £0.40m) – City Council contribution to the refurbishment of the 
Shambles in the city centre.

 Cultural Development (Arches) (Budget £0.3m) – the refurbishment of railway 
arches and the surrounding area is a major project funded by the Arts Council.  The 
City Council is committed to contribute £310k of which approximately £150k will be 
spent in 2019/20.

 
6. Treasury Management

6.1 The net position on Treasury Management at Q3 is a forecast year-end surplus of 
£(232)k, which is a £(29)k improvement over the Q2 forecast. 

6.2 The forecast assumes no further borrowing in this financial year and is based on the 
current level of funds held on deposit and the cash outflows forecast for the rest of 
the year.

6.3 There is a favourable budget variance on interest payable of £(250)k, due to the 
budgeted borrowing requirement for the recent acquisition of property for the 
Development Fund not having being taken out. The date of this borrowing being 
taken out is not forecast to be in 2019/20 but is dependent on the timing of 
payments for business rates refunds relating to appeals, the use of Earmarked 
Reserves and the payments for capital projects.

6.4 The borrowing required for the funding of the new swimming pool has still not been 
taken out. The annual potential cost of interest payments for this borrowing is circa 
£250k. However as part of setting the Medium Term Financial Plan this was excluded 
from the budget for 2019/20 and was reintroduced for 2020/21.

6.4 Interest receivable is forecast to be below budget by £47k. 



6.5 Gain/loss on disposal of assets – where the net proceeds from disposal of an asset 
are greater than £10,000, they are treated as a capital receipt. However, where less 
than £10,000 they are added to revenue as part of capital charges. For 2019/20 this 
amounts to £32,000, which is mainly from the sale of vehicles. This was not included 
in the Q2 year-end forecast.

7. Supplier Payments

7.1 The Council’s target for paying invoices within 30 days is 100%. At the end of Q3 
performance was 94.7% paid on time (2018/19 Q3 95.2%)

7.2 The Council’s target to pay local suppliers within 10 days is 90%. At the end of Q3 
performance was 80.7% (2018/19 Q3 86.9%)

7.3 Whilst the targets are challenging, current performance is nevertheless below that 
recorded last year. The main change has been the transfer of Property Services to 
an in-house provision. The nature of property related invoices is that the cost is not 
necessarily fixed before work commences; hence the purchase order is an estimate 
and has to be amended once the invoice has been received. In addition the Property 
team may need to inspect the work done before approving the invoice for payment.
These factors mean that being able to pay an invoice is less than 10 days becomes 
less likely than for the Council’s other services.

7.4 All teams have been reminded of the importance of raising purchase orders and 
approving invoices in a timely manner. We will continue to monitor this area closely 
and flag poor performance with the relevant teams.

8. Council Tax and Business Rates

8.1 The percentage of Council Tax and Business Rates debt collected during 2019/20 is 
shown below, together with a quarterly target based on the average of the last two 
years. 

The collection of Council Tax is on target. Business Rates is slightly ahead of the 
target. The Business Rates collection indicator is subject to larger fluctuations as 
income from a small number of businesses can form a significant proportion of the 
total collectable.

8.2 The amount of write-offs of Council Tax and Business Rates during 2019/20 is shown 
below.

Council Tax Q1 Q2 Q3 Q4
Actual 29.4% 57.3% 85.3%
Target 29.4% 57.3% 85.5% 97.8%

NNDR Q1 Q2 Q3 Q4
Actual 29.1% 57.5% 83.9%
Target 28.2% 58.1% 82.5% 98.8%



The Business Rates write-offs include 13 company insolvencies for £201k out of the 
total £216k.

Write-offs C. Tax 
£’000

B. Rates 
£’000

Total 
£’000

2015/16 122 366 488
2016/17 116 183 299
2017/18 122 316 438
2018/19 172 393 565

2019/20 to Q3 43 243 286

8.3 The £32k of write-offs for Q3 include: £9k from 11 cases that have been approved 
by the Revenues & Benefits Shared Service management, and £23k from 3 cases 
require the approval of the Policy and Resources Committee. 

The cases requiring committee approval include 2 insolvencies representing a total 
write-off of £16k.

8.4 The write-offs for the year to date reflect the total amount payable which includes 
the precept to the County, Fire and Police. The element attributable to Worcester 
City Council is 11% for Council Tax and 40% for Business Rates, a combined value of 
£103k, which is fully budgeted.

9. Earmarked Reserves

9.1 The summary of earmarked reserves at the end of Q2 is shown on Appendix 7. The 
year-end forecast is for there to be reserves of £8.16m of which £1.47m is held in a 
Business Rates risk reserve. In addition there is a forecast of a further £0.9m of 
funds relating to S106 schemes.

9.2 The movements in the City Plan Fund in 2019/20 are as follows:

Council 
Tax

2017/18
Write-off

Cases

2017/18
Write-off

£000

2018/19
Write-off

Cases

2018/19
Write-off

£000

2019/20
Write-off

Cases

2019/20
Write-off

£000
Quarter 1 56 £32k 104 £78k 25 £21k
Quarter 2 61 £40k 57 £38k 32 £17k
Quarter 3 38 £24k 64 £37k 8 £5k
Quarter 4 50 £26k 24 £19k
Total 205 £122k 249 £172k 65 £43k

Business 
Rates

2017/18
Write-off

Cases

2017/18
Write-off

£000

2018/19
Write-off

Cases

2018/19
Write-off

£000

2019/20
Write-off

Cases

2019/20
Write-off

£000
Quarter 1 11 £64k 11 £78k 5 £19k
Quarter 2 33 £105k 17 £117k 13 £197k
Quarter 3 10 £33k 24 £142k 6 £27k
Quarter 4 23 £114k 9 £56k
Total 77 £316k 61 £393k 24 £243k



City Plan Fund £’000
Reserves b/fwd from 2018/19 2,759
Budget surplus from 2018/19 (see note below) 0
New Homes Bonus 2019/20 391
Increased allocation for new Kepax Bridge 225
Less:
10k Run (10)
Solar Panels at SMG (3)
Improvements to Arterial Routes (100)
Worcester Arts Workshop (32)
Tree planting project (10)
Work Placements (13)
Support Business Development Initiative (92)
Private Sector Housing Enforcement (22)
Community safety improvements (100)
Refurbishment of 2 Copenhagen Street (Kiln) (77)
Gateway project (re signage) (20)
Armed Forces Covenant (2)
Health promotion (9)
City Masterplan (5)
Forecast Fund Balance at year-end 2,880

The City Plan currently has broad project themes identified to a total value of 
£3.36m. Against this the table above shows there is currently funding for £2.88m. 
The difference of £470k is to be funded from future New Homes Bonus (NHB) 
receipts. 

The remaining 2018/19 budget surplus of £183k has not yet been allocated to a 
specific reserve and is currently held separately in the City Plan Fund. If this were to 
be used for the City Plan, this would reduce the balance required from NHB in 
2020/21 to £288k. This is recommended as part of the Budget Report elsewhere in 
the agenda.

The Fund balance of £2.88m above includes funds allocated by Council but not yet 
approved by Committees to the total value of £2.19m. 

9.3 The forecast balance on the Transformation Fund of £293k includes commitments of 
£160k which, if realised as expected, will leave a balance of £133k unallocated.

10.    Opportunities and Risks for 2019/20

10.1 Housing Benefit Subsidy / Recovery of Overpayments – the Q3 year-end forecast 
shows £372k deficit to budget. The large amounts involved in this area mean that a 
1% swing on performance in this area would cause a disproportionate impact, 
adverse or favourable, of +/- £300k on the Council’s bottom line.

10.2 There is currently a legal challenge against the refusal of a planning application. If 
this proves successful, the council could be liable for costs and legal fees of 
approximately £100k.

10.3 The Council is reliant on income generated locally, particularly from car parking and 
Bereavement Services. The income generated is subject to pressures outside of the 



Council’s control e.g. adverse weather including flooding. To mitigate against this the 
Council holds a risk reserve of £0.5m, all of which has been projected to be used in 
generating this forecast.

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

Email – mark.baldwin@worcester.gov.uk
Background Papers: None

 


