
TEWKESBURY BOROUGH COUNCIL 

 

Report to: Executive Committee 

Date of Meeting: 27 November 2019 

Subject: Financial Update – Quarter Two Performance Report 

Report of: Head of Finance and Asset Management 

Corporate Lead: Deputy Chief Executive 

Lead Member: Lead Member for Finance and Asset Management  

Number of Appendices: Four 

 
 

Executive Summary: 

The budget for 2019/20 was approved by Council in February 2019 with the reserves being 
approved at Executive Committee in June 2019. This report is the second quarterly monitoring 
report of the Council’s financial performance for the year. 

The report highlights a quarter two deficit of (£18,530) on the revenue budget and details the 
expenditure to date against both the capital programme and the approved reserves. 

Recommendation: 

Executive Committee is asked to consider the financial performance information for the 
second quarter 2019/20. 

Reasons for Recommendation: 

The Executive Committee is responsible for recommending the budget to Council and for the 
management and delivery of the approved budget during the financial year. 

The quarterly financial report is to notify Members of any known significant variations to 
budgets for the current financial year, highlight any key issues, and to inform Members of any 
corrective action to be taken if required.  

 

Resource Implications: 

As detailed within the report.  

If the budget is in deficit at year end then the Council will have to use reserves to fund the 
overspend, meaning that these resources are not available to fund other activities or future 
financial management of the Council’s projected medium term budgets. The Council currently 
has a £850,000 General Fund balance. 

Legal Implications: 

None associated with the report. 



 

Risk Management Implications: 

A financial deficit will result in the utilisation of the limited reserves available to the Council. 
The financial performance of the Council is monitored on a monthly basis and reported to 
Members quarterly. Active management of the budget takes place to reduce the projected 
deficit whilst maintain delivery of services. 

Performance Management Follow-up: 

Budgets will continue to be monitored on a regular basis by budget-holders supported by 
finance. Quarterly monitoring reports will be presented to Members with the outturn position 
reported to the Committee in June 2020. 

Environmental Implications:  

None. 

 

1.0 INTRODUCTION/BACKGROUND 

1.1 This report provides the quarter two (Q2) monitoring position statement for the financial 
year 2019/20. The purpose of this report is to notify Members of any known significant 
variations to budgets for the current financial year, highlight any key issues, and to inform 
members of any action to be taken if required. 

2.0 REVENUE BUDGET POSITION 

2.1 The financial budget summary for Q2 shows a (£18,530) deficit against the profiled 
budget (Q1 – (£71,190)). Below is a summary of the expenditure position for the Council 
split out between the main expenditure types. 

 Services expenditure Budget  Budget Q2 Actual Q2 Variance 

 £ £ £ £ 

Employees 9,864,860  4,433,679  4,322,241  111,439  

Premises 640,349  390,724  404,482  (13,758) 

Transport 157,779  70,975  62,853  8,121  

Supplies & Services 1,985,608  800,428  879,625  (79,197) 

Payments to Third Parties 5,497,115  2,959,183  3,127,462  (168,280) 

Transfer Payments - Benefits Service 13,611,266  7,366,417  7,496,417  (130,000) 

Income (20,478,721) (3,382,126) (3,583,096) 200,970  

 11,278,256  12,639,280  12,709,985  (70,705) 

 

 

 

 

 

 

 

 

   



 

Corporate Codes     

     

Interest Received (394,822) (197,411) (251,259) 53,848  

Interest Costs 650,500  325,250  226,851  98,399  

Investment Properties (2,753,605) (1,505,396) (1,353,173) (152,223) 

Corporate Savings Targets (7,500) 0  0  0  

RSG and other grant funding (36,565) (18,290) (18,740) 450  

New Homes Bonus (3,273,399) (1,636,700) (1,636,700) 0  

Business rates (2,497,557) 0  (51,701) 51,701  

     

      2,965,308       9,606,733    9,625,263  (18,530) 
 

 Note: With regards to savings and deficits, items in brackets and red are overspends/deficit 

2.3 Position on Service Expenditure 

The budget position in relation to service expenditure shows an overall budget deficit of 
(£70,705) as at the end of September 2019 (Q1 - (£52,242)).  

Employee Costs – surplus of £111,439 

These savings are being generated mainly through staff vacancies, across most services, 
with Corporate Services generating the most savings at £40,767. Services have managed 
vacancies during the period by utilising current staff to cover work in the short term and 
limiting, where possible, use of agency staff.  

Supplies and Services – deficit of (£79,197) 

There is a deficit being reported on both Supplies and Services and Payments to Third 
Parties. This is mostly due to the expenditure incurred on delivering the European 
elections. The Council receives grant income to cover the cost of the elections and 
therefore an income surplus within Democratic Services matches off this expenditure. 
The Borough election expenditure is also contained within Democratic Services and this 
is matched off through one off funding from reserves and New Homes Bonus. Overall, 
Democratic Services is in a cost neutral position. 

Payments to Third Parties – deficit of (£168,280) 

Community Services are reporting deficit of (£114,908), which relates to the delivery of 
our waste and recycling services. Ubico are reporting a half year deficit position of 
(£99,536), with a projected year end overspend of (£199,072). As reported in Q1 a large 
proportion of this is as a result of: 

 deploying additional resources on grounds maintenance rounds to ensure issues 
with grass cutting are minimised during the growing season, which is being 
reviewed by a Working Group; and  

 the additional cost of the depot from the review of use of space, which was agreed 
after the budget was set. 

Both these overspends are being covered through one off reserve use for the current 
year.  



 

 

The remaining significant element of the Ubico budget position is due to the hire of 
additional vehicles. There is the specific hire cost of an additional vehicle whilst the 
procurement for a new narrow access vehicle continues. There have also been a couple 
of accidents which has meant additional hire and repair costs whilst these vehicles are 
out of operation.  

Transfer Payments – deficit of (£130,000) 

The deficit on transfer payments relates to Housing Benefit claimant payments and 
recovery of expenditure from the government. During the year several significant 
overpayments as a result of claimant error, which go back over several years, have been 
identified. One of which is for over £20,000 and included a fraud investigation. The 
Council only receives government subsidy of 40% where claimant error is identified and, 
as a result, the Council was predicting a deficit on the budgeted subsidy recovery of 
(£80,000).  

However, the Council is entitled to 100% of the debt if it can be reclaimed from the 
claimant and therefore in the long run the deficit on the Housing Benefit claim could be 
eradicated. Unfortunately recovering significant overpayments can take time and has 
resulted in an increase in the level of debt held in relation to Housing Benefit. Given the 
good work the recovery team has made in previous years we had assumed as part of 
setting the budget at the start of the year that the level of debt would fall again in the 
current year. Given that debt has actually increased we have recognised a (£50,000) 
deficit on the budget. We will continue to monitor through the second half of the year and 
the Housing Benefit team are targeting key individuals to recover debt as quickly as 
possible. 

Income – surplus of £200,970 

Income is showing a surplus position of £200,970, recovering from the deficit position 
reported in Q1. This is due to: 

 £148,000 of grant funding for European Elections as discussed above.  

 £55,000 of grant funding for the revenues and benefits service. 

 £37,000 gain from the Garden waste service. 

 £12,000 gain on car parking. 

This positive position is being offset by a (£70,000) deficit on planning income at the half 
year point. The expectation is that by the year end that several large individual planning 
applications will be received to ensure that the income target is meet.  

There is also a (£58,000) deficit on the amount of recycling credits received. This is due 
to the actual level of recyclate being collected being less than was included in the budget. 
It has been identified that the budget did not include an allowance for non-recyclable 
material in the system, and therefore overestimated the recycling credits due. This means 
that we are receiving less income then predicted. The community team is working with 
the contractor Suez to manage the level of rejected materials to maximise the income 
received from recycling credits.  

2.4 Attached at Appendix A is a summary of the position for each Head of Service, which 
shows the current variance against their budget. Where the main types of expenditure 
headings within the Head of Service’s responsibility have a variance over £10,000, a 
short explanation for the reason for the variance has been provided. 



 

2.5 Corporate codes 

The Corporate codes include the other sources of financing which are needed to balance 
the budget.  

There is a significant budget deficit being shown on investment properties, which is due to 
not being able to secure another commercial opportunity as expected at the end of the 
previous year. Paragraphs 3.2 and 3.3 provide more information on this. This has meant 
that the income expected to be received in rent has not been achieved. However, this 
loss has been mitigated by treasury management costs having been reduced through 
reduced borrowing and no minimum revenue provision being made. The net result is cost 
neutral on the budget.  

Business rates is showing a surplus at the half year stage of £51,701 which is helping to 
reduce the overall deficit position for the Council. 

2.6 Whilst an improvement against the Q1 position, the reported deficit at the end of the 
second quarter remains disappointing, and a significant difference from the same position 
in 2018/19 which was a reported surplus of £572,086. Management Team is confident 
that the deficit will be eradicated over the next quarter and no corrective action is 
suggested at this stage. This position will be kept under scrutiny and should the position 
deteriorate, or the expectations be downgraded, the Management Team of the Council 
will need to consider what action it takes to correct the position. Having just benefited 
from a year of significant surplus, the revenue budget for the current year cannot be 
allowed to return a deficit and utilise the reserves now set aside for specific projects and 
future financial sustainability. 

3.0 CAPITAL BUDGET POSITION 

3.1 Appendix B shows the capital budget position as at Q2. This is currently showing a deficit 
against the profiled budget of £68,940. This deficit is due to incurring a higher than 
predicted expenditure on Disabled Facilities Grants. However, as we have a large grant 
allocation from central government to pay for these it is not depleting the Council’s capital 
allocation.  

3.2 The capital programme still includes a budget of £6.6million to secure a commercial 
investment acquisition which is now profiled to happen in the next quarter of the financial 
year. The Council has reviewed a number of opportunities in the current year and made a 
decision to bid on two specific properties. Unfortunately, it has failed to secure either of 
these properties as the first one was withdrawn from sale by the vendor and the Council 
was outbid on the second property.  

3.3 The market for investment properties, specifically in the industrial or alternative sector 
which the Council requires for a balanced portfolio, has become increasingly competitive 
with less high quality investments coming to the market. The Council continues to work 
with its advisors to source and secure new property and hopes to conclude a suitable 
investment within the calendar year. 

3.4 Other capital schemes are progressing in line with budgets. 

4.0 RESERVES POSITION 

4.1 Appendix C provides a summary of the current usage of available reserves. 

4.2 Reserves have been set aside from previous years to fund known future costs and the 
strategic planning of the authority’s operation. The information in the appendix does not 
take account of reserves which have been committed, but not yet paid. 



4.3 Whilst the Q2 position shows that there remains a significant balance on the reserves, the 
expectation is that the balances will be spent in the future. Finance has asked for updates 
from all departments about their plans to ensure that earmarked reserves are either used 
for their intended purpose or released back to the general fund. 

5.0 MID YEAR TREASURY MANAGEMENT REPORT 

5.1 At the half year point of the financial year, treasury investment activities have resulted in 
an average return of 1.38% on its investments which, at the end of September, totalled 
£31,281,000. This performance and level of return has generated interest of £205,258 in 
the first half of the year against the budget estimate of £197,411 resulting in a surplus of 
£7,847. This is considered to be an excellent return given the impact of the sustained low 
rates during the investment period and is commensurate with the risk taken on 
investments. 

5.2 The Council’s investment performance has been boosted by its investment in the CCLA 
property investment fund. The fund, which is supplemental to the Council’s direct property 
investment, is now worth over £3/4 billion and is producing monthly income returns of 
circa 4.3%. Given the size of the current overall portfolio, it is the intention to increase 
investment in similar funds in the second half of the year, therefore boosting the interest 
received by the Council. 

5.3 The Council’s drive to invest in commercial property has resulted in a requirement to 
borrow funds to cover direct investments and day-to-day cashflow. The budget had 
anticipated a borrowing cost of £325,250 at the mid-year point but actual costs have 
totalled £226,851 as borrowing has not been required to finance additional commercial 
property purchases. 

5.4 Overall, the Council’s treasury management activities in the first half of the year have 
been efficiently managed and resulted in a surplus of £106,000 on budget. 

6.0 CONSULTATION  

6.1 Budget-holders have been consulted about the budget outturn for their service areas. The 
feedback has been incorporated in the report to explain differences between budgets and 
actual income and expenditure. 

7.0 RELEVANT COUNCIL POLICIES/STRATEGIES 

7.1 Budget monitoring is on the approved budget for 2019/20 which has been prepared in line 
with the Medium Term Financial Strategy. 

8.0 RELEVANT GOVERNMENT POLICIES  

8.1  None. 

9.0 RESOURCE IMPLICATIONS (Human/Property) 

9.1 None. 

10.0 SUSTAINABILITY IMPLICATIONS (Social/Community Safety/Cultural/ Economic/ 
Environment) 

10.1 None. 



 

11.0 IMPACT UPON (Value For Money/Equalities/E-Government/Human Rights/Health 
And Safety) 

11.1 None. 

12.0 RELATED DECISIONS AND ANY OTHER RELEVANT FACTS  

12.1 None. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Background Papers: None. 

Contact Officer: Head of Finance and Asset Management Tel: 01684 272005 

 Email: simon.dix@tewkesbury.gov.uk  

Appendices:  Appendix A – Quarter 2 Revenue Position by Service. 

 Appendix B – Quarter 2 Capital Position. 

 Appendix C – Quarter 2 Earmarked Reserves Update. 

 Appendix D – Mid-Year Treasury Management Report.  
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