
 
 

Report to: Policy and Resources Committee, 7th February 2023 
 

Report of: Head of Finance 
 

 
Subject: Q3 FINANCIAL MONITORING REPORT 2022/23 

 
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 2022; and 
 

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

2. Background 
 

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

 

 Q3 vs Budget year-end forecast - Appendix 1 
 Revenue budget summary - Appendix 2 

 Revenue budget summary for gross income and expenditure – Appendix 3 
 Service variances analysis - Appendix 4 
 Fees & Charges income generation - Appendix 5 

 Salaries by Service – Appendix 6 
 Capital Programme summary - Appendix 7 

 Earmarked Reserves– Appendix 8 
 Treasury summary - Appendix 9 
 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 a transfer from the 

Business Rates Risk Reserve of £1.130m leaving a forecast balance in the reserve of 
£0.401m (see note 9.3). However, the forecast for Housing Benefit subsidy has not 

been updated due to the required information not being available. Our estimates are 
that this represents a risk of approximately £350k. This is covered in more detail in 
para. 4.9. 

3.2 The lockdown put in place due to the Covid -19 pandemic had a significant effect on 
the Council’s income for 2020/21 and 2021/22 and this has continued through into 

the current year, which suggests that there may be some longer-term impacts. The 
forecast for income from Council Services overall is a budget deficit of £0.773m, 
which is £0.353m worse than the Q2 forecast. This includes a £0.280m income 

deficit in Parking, £0.204m in Development Management and £0.089m in 
Bereavement Services.  This is covered in more detail in para. 4.8. 



3.3 The global economy is facing a number of challenges particularly those caused by 
the war in Ukraine. Inflation in the UK is now over 10% with energy and food prices 

rising sharply. This year-end forecast therefore includes the following cost pressures: 

 Pay award – the increase of £1,925 for all full-time employees and pro-rata 
for part-time employees represents an average 7.5% increase compared to 

the budget of 2%, an extra cost of £620k; 

 Gas and electricity – the budget of £330k allowed for a 20% price increase, 

this is now likely to be exceeded and as part of the Q1 forecast a further 
£64k was added to the forecast. This has not been changed for the Q3 
forecast; 

 Diesel – prices increased by 30% after the budget was set in February and 
have now reduced back slightly. The budget of £373k is now forecast to be 

£439k, an improvement over the Q2 forecast of £31k. 

3.4 The economic downturn has prompted an increase in interest rates. However, the 

City Council’s borrowing is at the fixed rates agreed at the date when the loans were 
taken out, hence the recent increases have no effect. Conversely the surplus funds 
which the Council is able to invest are now earning a higher rate of interest than at 

the time the budget was set. The interest forecast is therefore greater than the 
budget by £574k, which is an increase of £95k over the Q2 forecast. Section 6 has 

more details. 

3.5 In respect of Housing Benefit subsidy, the systems changeover by the Revenues and 
Benefits Service in 2022 means that we do not yet have the reports necessary to be 

able to update the year-end forecast. It is therefore shown as being unchanged from 
the £445k deficit forecast at Q2. Our estimates are that this is a risk of £350k. This 

is covered in more detail in para. 4.9. The table below summarises the trend across 
the last five years.  

Net Cost of 
Housing Benefit 
Subsidy 

2018/19 
Actual 
£’000 

2019/20 
Actual 
£’000 

2020/21 
Actual 
£’000 

2021/22 
Actual 
£’000 

2022/23 
Forecast 

£’000 

22/23 vs. 
21/22 
£’000 

Budget (32) (65) (45) (32) (32) 0 

Actual /Forecast 26 325 597 456 413 (43) 

Variance to 
Budget 

58 389 642 488 445 (43) 

  

3.6 A summary of the main elements of the year-end forecast deficit as at Q3, compared 

to Q2, are shown in Appendix 1. 

The year-end forecast meets the balanced budget through transferring £1.130m 

from the Risk Reserves. This is on account of the deficit in income from Services 
being £0.773m and additional unbudgeted costs, including the higher than budget 
pay award. 

3.7 The revised annual capital budget is £17.239m with a year-end forecast of 
£17.170m.  



 
3.8 The collection of Council Tax is 2.8% behind the target. The collection of Business 

Rates is 5.1% lower than the target.  Write-offs for Q3 are £108k. The timing of 
write-offs can vary depending on the circumstances of each account. 

4. Q3 Revenue Budget Performance 

 
4.1 The forecast year-end performance at Q3 is to achieve a balanced budget by 

drawing £1.130m from the Risk Reserve. Details are provided at Appendices 2 - 7. 
The chart below shows the quarterly trend for recent years. 2020/21 was affected by 
Covid-related income from Government received in Q4.  

 

 

 

 

 

 

 

4.2 At a headline level, the year-end forecast, as shown in Appendix 2, is comprised as 

follows: 

 £628k higher expenditure on a budget of £27.4m, which is a variance of 

2.4%; 

 £773k reduced income on a budget of £15.5m (4.7%). This includes £746k 
shortfall on Fees and Charges income; 

 £(272)k net surplus from interest payments and housing benefit subsidy. 
There is a favourable variance on interest and MRP of £(717)k less the 
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2022/23 (477) (776) (1,130)  

2021/22 (439) (436) (441) 27 

2020/21 (915) (701) (405) 932 

2019/20 (354) (640) (565) (382) 
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forecast adverse variance on housing benefit subsidy of £445k. The latter 
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 over-spend of £238k, as shown on Appendix 2, is 
made up of the Services’ salary costs, which is a forecast overspend of £167k, as 

detailed on Appendix 6, and other employee related expenditure including £45k for 
the cost of training for the new voter ID scheme required for elections. The salaries 

forecast includes the increased pay award, which represents an average increase of 
7.5% and is £620k higher than the budget of 2%. This has been mitigated by short-
term vacancies in some of the services. This higher pay award is particularly 

noticeable in Environmental Operations where most of the lower paid staff are based 
and for whom the increase of £1,925 is over 10%. In other service areas, where 

average salaries are higher, the percentage increase is smaller and is being largely 
offset by staff turnover resulting in reduced expected costs.  

4.4 Premises Costs – the forecast over-spend of £85k includes a £64k increase in 
respect of energy costs reflecting the significant price increases at present. This 
excludes the additional cost of £255k being incurred by Freedom Leisure which, in 

line with a decision at a previous meeting of the Committee, is being met by a 
transfer from reserves in this financial year. A review is currently underway looking 

at options for addressing the cost increase in respect of the leisure centres. Other 
options are also being considered such as increasing the use of solar panels on 
Council buildings. 

4.5 Supplies and Services – the forecast over-spend of £84k includes; 

 £66k increased cost of fuel for the Council’s vehicles. Diesel is purchased 

from the County Council taking benefit from their contract arrangement. 
However, this is incurring the same level of price increases being seen in the 
retail market. This is a reduction from the Q2 forecast with prices now lower 

than their peak; 

 £46k higher costs of the Christmas lights and from operating the Christmas 

Fayre. This is offset in part by grant income from the UK Shared Prosperity 
Fund and higher income from the Christmas Fayre; 

 £(40)k lower cost of insurance than budgeted. The insurance provider had 

provided an estimated increase in the premium of £107k, which in the event 
was only £67k; 

4.6 Third Party payments - the forecast over-spend of £222k includes; 

 £125k increased cost of transport maintenance, which is a full year cost of 
£410k. This compares to the previous year’s cost of £75k, which is an increase 

of 14.7%. This is due to general inflation and the age of the vehicles. 

 £32k higher cost of the Revenues and Benefits shared service relating to the 

pay award being greater than the 2% budgeted; 

4.7 Income – the forecast income budget deficit of £773k is made up of: 

 Fees & Charges (from council services) £746k, see Appendix 5. 

 Other Income / Grants & Contributions £27k 



4.8 Details of the position in relation to key income streams are given below. 

4.8.1 At the end of Q3, income from car parks is £276k lower than budget and PCN income 

is £32k higher. This results in a year-end forecast budget deficit of £280k which 
comprises: 

 Forecast income from the car parks: £312k below budget 

 Forecast PCN income: £32k greater than budget.  

The income from car parks has been below budget for each month of the year, 

averaging 89% of budget. The budget is based on the income levels pre pandemic 
and the current shortfall is assumed to be due to increased working from home and 
internet shopping. The forecast for Q4 assumes 90% of budget and the result is a 

year-end forecast of £3.068m against a budget of £3.380m, which is a shortfall of 
£0.312m.  

The PCN income for Q1 to Q3 has been a monthly average of £46k and is forecast to 
be an average of £45k per month for the rest of the year, generating a forecast 

income of £552k against a budget of £520k. 
 

 

4.8.2 Bereavement income is forecast to be £1.520m for the year, which is £80k higher 

than last year but a full-year budget deficit of £89k. 

 At the end of Q3, income from Bereavement Services is £67k short of budget and 

£18k higher than this time last year, averaging 95% of budget. The forecast 
assumes that this trend will continue with Q4 also being 95% of budget. 
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4.8.3 Income for 2022/23 from Environmental Health and Licensing is forecast to be £338k 
which is £25k below budget and £8k less than last year. The forecast is based on the 

year to December having been 95% of budget with this trend continuing through Q4.  

4.8.4 Income from the collection of Garden Waste continues to exceed budget. The year to 
December is 6.6% higher than the same period last year, suggesting that most of 

the new accounts opened during the Covid-19 lockdowns are being renewed. The 
forecast assumes a full year income of £578k, which is 6.6% greater than last year, 

including the 2.4% price increase and is £57k above budget.  
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4.8.4 The income in Development Management has a year-end forecast of £506k which is 
£204k below budget. At the end of Q3 income was 72% of budget, a shortfall of 

£143k predominantly due to fewer planning applications. The forecast assumes 
income will continue to be 70% of budget for Q4. However, this is a particularly 
volatile income stream that is difficult to predict.  

 

  

4.8.5 Income from the collection of Trade Waste was reduced by the effects of the 
lockdown with many businesses closed or producing significantly less waste. With 

most businesses and the University now re-opened, the service is generating record 
levels of income.  However, the full year forecast is for an income budget deficit of 
£55k against a budget of £845k as the budget assumed a higher level of income in 

relation to the University contract, that has not yet been achieved. One of the other 
large customers was Worcester Rugby Club which has now ceased trading, a loss of 

revenue of £11k p.a. This will be offset in part by forecast disposal costs being £17k 
lower than budget. The invoices are issued quarterly, hence the income pattern 
shown in the graph below. 
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4.8.6 The income from Court Fees is forecast to be £100k which is £135k below budget and 
£115k lower than the Q2 forecast. As noted below in para 4.9, the Revenues and 

Benefits Service have suspended all court actions following the changeover of the 
service’s software last July. The Q2 forecast assumed that this was going to 
recommence in the autumn but this has not yet been possible. (NB note for CLT – 

only £26k recorded so far from Q1, so this forecast of £100k carries a risk and 
assumes the work restarts b the end of January!) 

4.8.7 Other Income – the year-end forecast is for a budget deficit of £103k. This is £20k 
worse than the Q2 forecast of £83k.  

 The management fee received in respect of Leisure Services is now forecast to 

be £88k below budget. This is after the Council has provided £286k to offset 
the income lost during the closure period for the replacement of the floor tiles 

and £255k to offset the increased energy cost of operating the leisure centres 
this year. Both of these are being funded from the Risk Reserve. 

 The City Council has a contract to receive income from advertising placed on 
roundabouts in the city. The budget is for income of £30k. However, the 
operator is predicting a shortfall of £15k, reflecting the difficulty of generating 

advertising revenue in the current economic climate. 

4.9 Housing Benefit Subsidy – forecast year-end over-spend £445k.  

In prior years the recovery of earlier over-payments of housing benefit exceeded the 
current year subsidy costs. More recently, there has been a consistent over-spend 
against the budget. However, the budget has not been re-set in order to recognise 

that this is a situation that (i) is a demand-led cost which arises from multiple 
factors and (ii) needs to be addressed in year as far as possible. Hence the annual 

budget has remained as a break-even position and as shown in the table at para 4.1 
has been recovered through underspends in three of the past four years 
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The forecast over-spend of £445k is 2.1% of the £21.1m budgeted payments and an 
improvement over last year of £(43)k. This is unchanged from the Q2 forecast as the 

reports required to reassess this are not yet available following the systems 
changeover by the Revenues and Benefits Service. 

One of the key elements of Housing Benefit Subsidy is the recovery from claimants 

of previous over-payments. The process for recovering over-payments was 
suspended last July when the systems changeover began and has not yet restarted. 

At the time of preparing the Q2 forecast in October, we had assumed that the 
recovery process was going to restart in early November and that this would allow 
enough time to catch-up with the work not done in July to October. This did not 

happen and we understand that it is now due to restart soon. However, this will not 
allow enough time to catch-up before the year-end and our estimate of the delay is 7 

months of recovery at an average of £50k per month, a total risk of £350k. One 
would expect this to be caught back in the course of 2023/24, however this will 

depend on the volume of work and the circumstances of the individual debtors.  

 The total value of over-payments receivable held by the City Council is £1.6m, which 
has reduced from £1.7m at 31 March 2022. Against this, there is a provision for non-

payment of £0.9m.  

5. Capital Programme and Financing 

 
5.1 The capital programme forecast is shown at Appendix 6.  The revised annual budget 

is £17.239m, with a year-end forecast of £17.170m. The original budget approved in 

February was £22.013m and the decrease is summarised below: 
 

 £’000  

Published Budget 2022/23 22,013  

   

Slippage from 2021/22 3,881  

BEIS Green Homes Insulation (615) Projects nearing completion 

BEIS Sustainable Warmth 880 New grant received, see below 

BEIS Homes Upgrade Grant 170 New grant received, see below 

Cromwell Crescent Park  40 Funded by Natural Networks for Bio-

diversity 

Landscaping at Perdiswell 168 Overspend funded by additional grant  

Other 2  

Slippage to 2023/24 (9,300)  

Reported Budget Q3 17,239  

 
5.2 In summary, the main details are as follows: 

 
 Future High Streets Fund (Budget £3.949m) – the regeneration of the northern part 

of the city centre through the purchase and renovation of key commercial properties. 
Properties have been purchased and plans for renovation are being drawn up. The 
forecast spend for this year is now £3.949m. The original budget was £7.677m and 

£3.485m is being carried forward to 2023/24; 
 

 Towns Improvement Plan (Budget £5.651m) – a joint project which includes a 
number of initiatives to regenerate areas of the city and boost the local economy. 



The forecast spend for 2022/23 is now £5.651m. The original budget was £8.354m 
and £2.703m is being carried forward to 2023/24; 

 
 Sports development (Budget £2.100m) – the council is supporting initiatives by third 

parties for improving sports facilities in the city. This is in the form of long-term 

loans which will be repaid from the ongoing income generated by each project. At its 
meeting of 5 February 2019 this Committee approved a limit of £4m for loans to 

charitable organisations; 
 

 Sansome Walk (Budget £0.080m) – demolition of former swimming pool to prepare 

the site for disposal and for eventual housing development. This is progressing and 
is now due to be completed next year. £0.684m of the original budget is being 

carried forward to 2023/24; 
 

 Arches (Budget £0.031m) – refurbishment of the city’s railway arches and creation 
of a cultural arts quarter in the city. A substantial amount of work has been 
completed and £1.094m of the original budget is being carried forward to 2023/24; 

 
 BEIS Insulation Grants (Budget £0.577m) – grant funding to improve insulation of 

homes of low income households; 
 

 BEIS Sustainable Warmth Grant (Budget £0.396m) – grant funding to improve 

domestic energy efficiency for fuel-poor households. The grant received was £880k, 
the balance unspent of £484k will be carried forward to 2023/24; 

 
 BEIS Homes Upgrade Grant (HUG) (Budget £0.170m) - to support low-income 

households by upgrading the energy efficiency of properties off the gas network. 

 
6. Treasury Management 

 
6.1 The net position on Treasury Management at Q3 is a forecast year-end surplus of 

£(613)k.  

6.2 There is a favourable budget variance on interest payable of £(37)k. The forecast   
assumes no further borrowing will be needed this year.  

6.3 Interest receivable, which is earned on short-term deposits of surplus funds, is 
forecast to be £(574)k compared to a budget of £(5)k. This is due to the recent 
increases in interest rates that were not expected at the time of setting the budget.  

6.4 One of the Council’s short-term investments was with Thurrock Council, where a 
deposit of £3m was due for repayment in December 2022. Thurrock Council’s 

financial position had raised concerns that it may not have been able to meet all of 
its debt repayments. However, the debt was repaid in full and on time. 

6.4 Minimum Revenue Provision (MRP) also has a favourable year end forecast variance 

of £(97)k due to the implementation of some elements of the capital programme 
being delayed compared to the budget assumptions. 

7. Supplier Payments 
 

7.1 The Council’s target for paying invoices within 30 days is 100%. At the end of Q3 the 

year-to-date performance was 92.7% paid on time. 
  



7.2 The Council’s target to pay local suppliers within 10 days is 90%. At the end of Q3 
the year-to-date performance was 86.2%. 

 
8. Council Tax and Business Rates 

 

8.1 The percentage of Council Tax and Business Rates debt collected during 2022/23 is 
shown below, together with a quarterly target based on the average of the last two 

years (pre-pandemic).  
 
 

 
 

 
 

 
 
 

  
 

The collection of Council Tax is 2.8% lower than the target whilst Business Rates is 
5.1% lower than the target. The figures show the amount collected in the billing 
year, any arrears will continue to be chased after the year-end and payments 

received. The Business Rates collection rate is an improvement compared to the 
same period last year.  

 
8.2 The amount of proposed write-offs of Council Tax and Business Rates during 

2022/23 is shown below. 

 

 2018/19 2019/20 2020/21 2021/22 2022/23 

Council 
Tax 

No. of 

Cases 

 

£’000 

No. of 

Cases 

 

£’000 

No. of 

Cases 

 

£’000 

No. of 

Cases 

 

£’000 

No. of 

Cases 

 

£’000 

Q1 104 £78k 25 £21k 124 £99k  57 £44k 78 £79k 

Q2 57 £38k 32 £17k 46 £24k 21 £20k 0 - 

Q3 64 £37k 8 £5k 22 £18k 8 £8k 40 £53k 

Q4 24 £19k 25 £18k 32 £23k 22 £16k   

Total 249 £172k 65 £61k 224 £164k 108 £88k 118 £132k 

 
 

 2018/19 2019/20 2020/21 2021/22 2022/23 

NNDR No. of 

Cases 
 

£’000 
No. of 

Cases 
No. of 

Cases 
No. of 

Cases 
 

£’000 
No. of 

Cases 

 

£’000 

No. of 

Cases 

 

£’000 

Q1 11 £78k 5 £19k 1 £4k  14 £80k 18 £43k 

Q2 17 £117k 13 £197k 8 £47k 4 £23k 6 £33k 

Q3 24 £142k 6 £27k 3 £12k 6 £44k 91 £55k 

Q4 9 £56k 7 £83k 1 £3k 3 £3k   

Total 61 £393k 24 £326k 13 £66k 27 £150k 115 £131k 

 
 

 

Write-offs C. Tax 

£’000 

B. Rates 

£’000 

Total 

£’000 

2015/16 122 366 488 

2016/17 116 183 299 

Council Tax Q1 Q2 Q3 Q4 

Actual 28.7% 55.9% 82.1%  

Target 29.4% 57.3% 84.9% 98.0% 

Variance (0.7)% (1.4)% (2.8)%  

NNDR Q1 Q2 Q3 Q4 

Actual 27.0% 53.9% 78.1%  

Target 28.4% 58.1% 83.2% 98.3% 

Variance (1.4)% (4.2)% (5.1)%  



2017/18 122 316 438 

2018/19 172 393 565 

2019/20  61 326 387 

2020/21  164 66 228 

2021/22 88 150 238 

2022/23 (to date) 132 131 263 

 

8.3 The Q3 £108k of write-offs includes; £52k from 42 cases which have been approved 
by the Revenues & Benefits Shared Service management, £8k from 3 cases have 
been approved by the S151 Officer and £48k from 5 cases require the approval of 

this committee. Of the total £108k written-off, insolvency accounts for £70k. 
 

8.4 The write-offs for the year to date reflect the total amount payable. This includes the 
City Council’s share of 11% for Council Tax and 40% for Business Rates, a combined 
value of £109k, which is fully budgeted. 

 
9. Earmarked Reserves 

 
9.1 The summary of earmarked reserves at the end of Q3 is shown on Appendix 8. The 

year-end forecast is for there to be reserves of £6.730m of which just £0.201m is 
yet to be committed to a specific project or use and £0.401m is forecast to be in 
income and business rates risk reserves. In addition, there is a forecast of a further 

£1.503m of funds relating to S106 schemes. 
 

9.2 The movements in the City Plan Fund in 2022/23 are as follows: 
 

City Plan Fund £’000 

Reserves b/fwd from 2021/22 2,545 

Add: transfer from Risk Reserve 492 

Add: transfer from Hardship Fund (ref CAB) 20 

Less:  

Armed Forces (1) 

Arterial routes (30) 

Business Start-up and Growth programme (25) 

City Masterplan (36) 

City Gateways (1) 

Environmental Strategy Enabling (80) 

Guildhall (9) 

Cultural Development Fund (Arches) (173) 

Housing for vulnerable tenants (53) 

Riverside Project (108) 

Tourism Strategy – phase 3 (7) 

Museums Development projects (24) 

Museums National Promotion projects (25) 

Perdiswell Landscaping (47) 

Disability Sports grant (11) 

Place Based Working (10) 

Commonwealth Games (30) 

Platinum Jubilee (30) 

Tourism Officer 2022/23 (50) 

Miscellaneous Grants (25) 

Community Safety project (30) 

Cricket Pitch at Northwick Park (9) 



Play Council (15) 

CAB Finance Advisor (60) 

Gulls control (5) 

  

Forecast Balance at year-end 2,163 

 
The transfer from the Risk Reserve was approved by Council in February 2022 as 

part of the Budget setting process. The forecast balance at 31 March 2023 of 
£2.163m includes projects to that value. 
 

9.3 The City Council holds a Risk Reserve which is forecast to have a year-end value of 
£0.401m This comprises the following: 

 Worcester County Hardship grant £193k  
 Income Contingency £208k (after £286k partial funding of the 

replacement floor tiles at Perdiswell) 
 Business Rates Risks £0.0m (£0.841m is expected to be received in 

2023/24 to give a balance of £0.841m which is intended to provide  

partial mitigation against a full re-set back to the 2015 valuation) 
  

This will leave a total balance on risk reserves of £1.105m. This is below the £1.4m 
balance required by the Council’s Commercial Strategy to offset the potential impact 
of Business rates revaluation. This position will be re-assessed at Q4. 

 
The budget for 2022/23 that was approved by Council in February 2022 included a 

transfer from the Risk Reserve to the Revenue Budget of £0.558m. 
 
The year-end revenue forecast is for a budget deficit of £1.130m, this will be 

addressed by drawing on the Business Rates Risks reserve and is included in the 
figures above. This will mean that the Council will then meet its balanced budget for 

2022/23. 
  

9.4 The forecast balance on the Transformation Fund is £93k and is fully committed. The 

Income Generation Fund has a forecast balance for 31 March 2023 of £164k which 
includes commitments of £140k and leaves a balance of £24k unallocated. 

 
10. Opportunities and Risks for 2022/23 
 

10.1 Housing Benefit Subsidy / Recovery of Overpayments – the Q3 year-end forecast 
shows £445k deficit to budget, although this has not been updated from that at Q2. 

The large amounts involved in this area and the current uncertainty around the 
economic recovery 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 The year-end forecast includes income and expenditure estimates that are subject to 

considerable change during the current economic environment. The trends will be 
closely monitored and forecasts updated during the year. These will be reported to 
Members on a quarterly basis as in previous years. 

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

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

 


