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Business Services

REPORT TO ABERDEENSHIRE COUNCIL – 26 SEPTEMBER 2019
QUARTER 1 FINANCIAL PERFORMANCE: REVENUE BUDGET
1.

Recommendations
The Council is recommended to:

1.1

Consider and agree the financial performance position for revenue
expenditure for Quarter 1 to 30 June 2019;

2.

Background / Discussion

2.1.

The 2019/20 budget was agreed in February 2019 and is a statement in
financial terms of the Council’s priorities for an agreed scope and standard of
service delivery in the current financial year.

2.2.

Budgeting is a process of expressing the predicted costs and resources for a
planned course of action over a specified time period and throughout the
financial year, income and expenditure are measured against the budget as a
means of reviewing Service performance, controlling expenditure and
informing the Medium Term Financial Strategy ( MTFS).

2.3.

The measurement of the income and expenditure against the budget has
previously taken the format of a budget monitoring report showing the annual
forecast position compared to the annual budget. Whilst forecasting can be a
realistic projection of expenditure and income, in practice however there is a
risk that forecasting creates a focus on reducing a predicted over budget
position rather than focussing on the management of the actual budget under
consideration and therefore the services being delivered.

2.4.

In the current year the Strategic Leadership Team has linked the in-year
financial management of resources to the MTFS by reporting financial
performance information, both to budget holders and to Committee, with a
movement away from forecasting the year end position, to the reporting of a
phased budget versus actual expenditure to date. This is known as variance
analysis.

2.5.

Therefore, the scrutiny of financial performance is being undertaken in detail
by Directorate teams and then Policy Committees. The summary position for
the Council will continue to be reported here. Policy Committees will scrutinise,
challenge and discuss emerging issues highlighted through the financial
performance reporting, linking this to service delivery and then agreeing a
course of action for the future.

2.6.

Each Policy Committee has been shown the financial performance information
and as a result of their comments, the reporting of information to Committees
will continue to develop in discussion with Directors to achieve the most useful
format which informs in-year and future year financial and service decisions.
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2.7.

The absence of a specific year end forecast figure is different, and this is
recognised. This is because if the Council is forecasting an over budget
position at the end of Quarter 1 the conversation about financial management
for the rest of the year can be dominated by reducing expenditure and cutting
services rather than the management of costs and agreed service delivery
consequences. For example, for the last financial year the forecast position
reported to Council was:
Reporting
Period

Over Budget Within Budget
£m
£m

June 2018

£9.126

£6.958

Sept 2018

£9.674

£5.972

Dec 2018

£10.264

£6.454

£10.567m

£10.513

March 2019

Net Forecast
£m
£2.168
(0.39%)
£3.702
(0.67%)
£3.81
(0.69%)
£0.054
(0.01%)

The challenge quite correctly was for budget holders to balance their budgets,
but this was focused on the Net Forecast figures rather than addressing the
main causes of the Net Forecast figures. Strategic Leadership Team
recognise that improvements and positive developments can be made to the
current approach. This will combine, service expertise, professional advice
supported by enhanced timing and data. Therefore, the new approach of
managing actual expenditure compared to a profiled budget builds on the
Council’s already robust financial governance.
2.8.

During the first quarter of the financial year, the Council has spent £140 million
out of a budget of £565 million or 24.8% after three months. At this point last
year, the percentage spent was 25.4% and the Council went on to record a
year end position £54,000 over budget, therefore the current expenditure is
on a similar path to last year. However, several emerging issues have been
identified by Directors when the actual expenditure is compared to the year to
date budget. These include:
•
•
•
•
•

Staff costs in Education & Children’s Services
Insurance premiums
School Catering
Building Repairs & Maintenance
Health & Social Care

2.9.

These issues are mentioned today for information as Directors are currently
scrutinising their current financial performance information and preparing to
report to the Policy Committees in more detail on any emerging issues within
their Service. In addition, the Year to Date budgets are being refined to ensure
that they correctly reflect the profile of Service delivery.

2.10.

Since the Council’s revenue budget was agreed in February 2019, additional
funds for the teacher’s pay award have been confirmed by the Scottish
Government. These funds are to be distributed to the Education & Children’s
Service after discussion with the Director and also reported to the Education
& Children’s Services Committee.
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3.

Medium Term Financial Strategy (MTFS)

3.1.

The monitoring of expenditure and income and associated variances is
integral to supporting robust management across the Council; and is part of a
programme of continuous improvement which will help inform the MTFS. Its
purpose is to raise issues which need to be controlled, discussed or amended
through further management action or to highlight significant changes to the
underlying assumptions made when developing the budget.

3.2.

Variance analysis is a useful discipline which allows budget holders to
evaluate performance against the agreed budget by encouraging investigation
and understanding of the underlying causes of variances which will then
inform decisions on the remedial action required, and in turn future budget
considerations.

3.3.

There will always be variances between budgeted and actual expenditure,
regardless of how carefully the budget is prepared. The important point is to
find out why the variances have occurred, to take any necessary corrective
action in a timely manner and to consider whether budget revisions are
required for inclusion in the Medium Term Financial Strategy process.

3.4.

The Head of Finance and Monitoring Officer within Business Services have
been consulted in the preparation of this report and their comments are
incorporated within the report and are satisfied that the report complies with
the Scheme of Governance and relevant legislation.

4.

Revenue Budget Performance Monitoring

4.1

The revenue budget for Aberdeenshire Council, as agreed on 14 February
2019, is £565,602,000.

4.2

Appendix 1 shows the position at 30th June 2019 for the Council as 24.8%
spent after quarter 1 which is in line with last year’s position. A more detailed
analysis of these figures will be presented to each Policy Committee for their
respective scrutiny. The new format will allow figures and trends to be shown
in a way to help facilitate discussion and provide better information for decision
making. As this is the first year using this method, information is being built
up in the format required to allow accurate yearly comparisons and analysis.

5.

Scheme of Governance

5.1

The Council is able to consider and take a decision on this item in terms of
the general powers conferred by Section A of the List of Committee Powers
in Part 2A of the Scheme of Governance. In particular, Section A.8.2 applies
in relation to the virements as they relate to the incurring of revenue
expenditure not provided for in the Revenue Budget.

6.

Implications and Risk

6.1

An equality impact assessment is not required because the report deals
with the monitoring of expenditure against budgets which have been
approved previously and does not have a differential impact on any of the
protected characteristics.
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6.2

Any staffing and financial implications that arise will be discussed and
scrutinised by the relevant Policy Committee.

6.3

The following Risk has been identified as relevant to this matter on a
Corporate Level: Budget Pressures (Corporate Risk Register). The following
Risk has been identified as relevant to this matter on a Strategic Level:
Balancing the Books (Directorate Risk Registers). Actions taken to mitigate
these risks are set out in the report.

6.4

A Town Centre First Impact Assessment is not required because the report
deals with the monitoring of expenditure against budgets which have been
approved previously and does not have a differential impact on any of the
protected characteristics.

Ritchie Johnson
Director of Business Services
Report prepared by Alan Wood, Head of Finance
13th September 2019
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