ARGYLL AND BUTE COUNCIL COUNCIL
FINANCIAL SERVICES 24 JUNE 2026

REVENUE BUDGET MONITORING -YEAR ENDING 31 MARCH 2026
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EXECUTIVE SUMMARY

The main purpose of this report is to advise Council on the revenue budget
position of the Council as at the end of financial year 2025-26. The report also
summarises the movement in the General Fund balance.

The performance against budget for the financial year 2025-26 was an overall
underspend of £2.330m (0.66%) after accounting for automatic earmarking.
The new unspent budget earmarking requests amount to £2.198m and, if
approved, will result in an overall underspend of £0.133m (0.04%).

The General Fund Balance has increased by £5.814m in financial year 2025-
26 from £112.705m at the end of 2024-25 to £118.519m at the end of 2025-26.

There is a separate report that details the earmarked reserves which outlines
proposals to earmark a total of £110.233m, leaving £8.286m unallocated. Of
this £7.241m is required to be held as the General Fund contingency, leaving
an unallocated balance of £1.045m.

There are virements of revenue budget over £0.200m in the period January to
March 2026 that require Council approval.
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INTRODUCTION

This report summarises the revenue budget position of the Council as at the
end of the financial year 2025-26. The overall revenue budget monitoring
statement for the Council is attached as Appendix 1 and departmental outturn
summaries are attached as Appendix 2.

RECOMMENDATIONS
It is recommended that Council:

a) Consider the revenue budget monitoring position as at the end of
financial year 2025-26.

b) Note that the unallocated balance within the General Fund as at 31
March 2026, subject to approval of new earmarked reserves, amounts to
£1.045m. This is in addition to the contingency amounting to £7.241m.

c) Approve the revenue virements over £0.200m between January and
March 2026.

DETAIL

Final Outturn Variance (Un-audited)

The performance against budget for the financial year 2025-26 was an overall
underspend of £2.330m (0.66%) after accounting for automatic earmarking.
The new unspent budget earmarking requests amount to £2.198m and, if

approved, will result in an overall underspend of £0.133m (0.04%).

The final outturn is summarised in the table below.
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Final Outturn Variance (Un-audited)

2025-26
Variance
Department Actuals Budget (Overspend) | Percentage
Underspend

£ £ £ %
Chief Executive's Unit 1,078,798 1,079,184 386 0.04%
Executive Director (Douglas 159,009,311| 159,851,440 842,129 0.53%
Hendry)
Executive Director (Kirsty 68,369,905| 66,998,939  (1,370,065) (2.05%)
Flanagan)
Weather related incidgnt costs 144,503 144,503 0) 0.00%
(not covered by Bellwin)
Total Departmental 228,602,517| 228,074,066 (528,451) (0.23%)
Expenditure
Joint Boards 1,389,047 1,525,311 135,364 8.88%
Loans fund 6,352,418 8,676,446 2,324,028 26.79%
Other 13,456,330] 14,053,141 596,811 4.25%
Total Central Expenditure 21,198,695 24,254,898 3,056,203 12.60%
Social Work 85,207,399] 85,207,399 0 0.00%
Net Expenditure 335,008,611| 337,536,363 2,527,752 0.75%
Total Funding 350,327,294| 350,524,611 (197,317) (0.06%)
UNDERSPEND BEFORE UNSPENT BUDGET PROPOSALS 2,330,434 0.66%
NEW Unspent Budget Proposals 2,197,823 0.63%
UNDERSPEND/(OVERSPEND) AFTER NEW UNSPENT 132,611 0.04%

Council Departmental Outturn

The performance against budget shows departmental controllable expenditure
being £0.528m (0.23%) over budget.

Within the Chief Executive’s Unit (Chief Executive’s Team and Community
Planning) there was a small underspend of £386 which is outwith the current
reporting criteria, based on materiality.

Within the remit of Executive Director Douglas Hendry (Education, Legal and
Regulatory Support and Commercial Services), there was an underspend after
accounting for automatic earmarkings of £0.842m. The main underspends

were due to:

e Staffing underspends due to delays in recruitment in Procurement, Early

Years Service and the Catering and Cleaning Service.
¢ Reduction in bad debt provision
e Lower than anticipated spend on catering purchases
¢ Robust contract management within NPDO and Hub Schools

Within the remit of Executive Director Kirsty Flanagan (Roads and
Infrastructure, Development and Economic Growth, Customer Support

Services and Financial Services), there was a net overspend of £1.371m after
accounting for automatic earmarkings. The main variances contributing to this

overspend include:

e Under recovery of income from ferry berthing (especially at Craignure,
Rothesay and Dunoon).
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Under recovery of commercial refuse collection
Unachieved savings as part of the RIS review
Overspends in homeless accommodation

Higher spend relating to private sector housing grant
Under recovery in achieved vacancy savings

Some offsetting variances include:

e Over recovery of income from infrastructure design
e Over-recovery on sale of recyclates
¢ Under budget on staff costs for development projects

During 2025-26 there was £0.145m of costs related to storm Eowyn which
occurred on 24 January 2025. These were covered from the earmarking set
aside to cover unbudgeted costs relating to Storm Eowyn.

Council Central Outturn

Within Joint Boards, payments were £0.135m lower than budget which is not
expected to be recurring.

The performance against budget for Loans Fund was a net underspend of
£2.324m (26.8%). This underspend was a result of significant reserve
balances enabling deferral of new borrowing, and associated interest
payments, while borrowing rates remained high. Slippage in the capital
programme in recent years has also delayed the need to take new borrowing.

Other costs were underspent by £0.597m. This relates largely to underspends
in utilities, mainly as a result of a significant refund relating to prior years,
insurances and NDR. Offset by overspends as a result of Equal Pay Claims
and the change in accounting treatment of year end flexitime accruals.

Social Work Outturn

Social Work Services, part of the Health and Social Care Partnership, were
overspent in year, however, the remaining in-year Strathclyde Pension Fund
saving of £2.553m was fully drawn down. A residual balance of £0.057m was
transferred to HSCP general reserve to bring the position back to financial
balance.

Funding Budget Outturn

The performance against budget for funding was a net under-recovery of
income of £0.197m. This is after the automatic earmarking in respect of the
Strategic Housing Fund.

There is a year-end favourable position in relation to NDR income that the
Council is able to retain through the Business Rates Incentive Scheme (BRIS)
due to the buoyancy target set by the government being exceeded, it is
measured by the increase in the local NDR tax base in the year.
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There is an under-recovery of income in relation to Council Tax in 2025-26. As
reported to Council in February 2026, the 2024-25 final Council Tax outturn
included additional income of £1.234m in respect of 2024-25 and prior years,
an element of which was expected to be recurring in 2025-26 and future years.
A significant element of this additional income related to the reclassification of
self-catering units as domestic dwellings by the Assessor, following completion
of both the 2022-23 and 2023-24 canvasses during the year, which saw the
transfer of properties from the Non-domestic Rates to Council Tax registers. It
was reported then that there is a significant level of uncertainty in respect of the
regulatory environment, with a risk of appeals being granted and properties
returning to Non-domestic Rates.

The subsequent review removed a significant proportion of this anticipated
taxbase and required in-year adjustments to billing, including the reduction of
liabilities and, in some cases, the issue of credits or refunds towards the end of
the financial year. The removals were processed in stages throughout January
and February 2026, with the most significant impact being 130 properties
transferred from Council Tax back to NDR. The timing of these changes, late in
the financial year, meant the impact could not be reported earlier and is
concentrated in 2025-26 rather than being smoothed across years.

The impact of this will be increased further in 2026-27 as the decision to
rebase the Council Tax income by an additional £0.300m will amplify the
under-recovery. However, it is hoped this pressure will be offset by additional
income generated through ongoing work with HMRC around data sharing and
reviews of Single Person Discounts (SPD) and second homes, which should
improve the taxbase and collection potential.

Unspent Budget Proposals

The overall favourable outturn position, together with the balance already held
in the unallocated General Fund, has provided the opportunity to propose new
earmarking for specific purposes and these are included in the ‘Earmarked
Reserves — 2025-26 Year End’ report on this agenda. Unspent budget
earmarkings will only be considered when the purpose is aligned to the
objectives, priorities and targets of the Council, there is a business case to
justify the expenditure, and the general reserve contingency is met. The detail
of the proposed budget earmarkings and their associated business cases can
be found in the Earmarked Reserves report.

Impact on the General Fund

The movement in the General Fund balance is different to the underspend
noted above, as it also reflects earmarked reserve withdrawals and
contributions. The General Fund balance as at 31 March 2025 was
£112.705m and this has increased by £5.814m to £118.519 as at 31 March
2026. The movement in the balance is summarised in the table below.



£m
Balance on General Fund 31 March 2025 112.705
Released earmarked sums to service budgets 2025-26 (20.858)
Contributions to earmarked reserves 2025-26 26.577
Overall budget underspend as above 0.133
Supplementary Estimate (Standby Allowance) (0.013)
Budget Motion - from unallocated GF to balance 26-27 (0.025)
Balance on General Fund 31 March 2026 118.519

4.7.2 The closing balance on the General Fund as at 31 March 2026 is £118.519m.
Of this, £110.233m is earmarked for specific purposes and £7.241m is required
to be held as the General Fund contingency, leaving an unallocated balance of
£1.045m as shown in the table below.

£m
Balance on General Fund 31 March 2026 118.519
Earmarked balances at 31 March 2026 (as per
Earmarked Reserves report) (110.233)
Contingency balance (2.0% of 2026-27 budgeted net
expenditure) (7.241)
Unallocated balance as at 31 March 2026 1.045

4.7.3 The £1.045m unallocated balance as at 31 March 2026 represents an increase
of £0.041m on the £1.004m unallocated balance as at 31 March 2025.

4.8 VIREMENTS OVER £0.200M (REVENUE)

4.8.1 Virement is the process of transferring budget between cost centres, services
or departments or between capital projects. The Council’s Constitution notes
that virements over £0.200m require approval by Council. This section of the
report will be used to outline revenue virements in the period that require
approval. Capital virements are included within the capital monitoring report.

4.8.2 For the period January to March 2026, the virements over £0.200m requiring
authorisation are:

e £0.203m moved into Other Income and Expenditure from Executive
Director Douglas Hendry £0.190m and Executive Director Kirsty
Flanagan £0.013m in relation to right sizing NDR budgets across
departments.

e £0.222m harvested in vacancy savings against the Executive Director
Kirsty Flanagan target.

e £1.438m between Funding and Executive Director Kirsty Flanagan to
recognise the DEFRA income within the department.

e £0.316m transfer to repairs and renewals fund in line with the
Devolved Schools Management arrangements. This allows schools to
save for items that they are unable to purchase from the annual
revenue budget.
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e £1.771m transfers between service budgets, reserves and loans funds
as part of year end procedures. This includes Piers and Harbours
infrastructure funded by fees and charges, fleet prudential borrowing,
energy efficiency savings and contributions to capital expenditure.

e £0.323m moved into Other Income and Expenditure and £0.033m
moved into Executive Director Kirsty Flanagan from Executive Director
Douglas Hendry, totalling £0.356m to right size utilities budgets that
were previously held centrally.

EARLY DEPARTURES FROM COUNCIL EMPLOYMENT

At Policy and Resources Committee on 19 February 2026 it was agreed that
information would be provided as part of the year end financial monitoring pack to
inform Members of all severance packages, their costs and any associated
savings. This has been identified as good practice by the Accounts Commission.

The figures below relate to those employees who left the Council’s employment
during 2025-26 and does not include accruals for future, planned
redundancies. As a result of this there may be variances between what is
reporting within this report and what is included within the 2025-26
remuneration report within the financial statements.

There were a total of 7 employees either leaving the Council’s employment
over the reporting period through redundancy.

Category No. | Redundancy | Strain on | Capitalised Total
Costs (£) Fund (£) Cost (£) (£)

Voluntary 1 3,170 0 0 3,170

Redundancy

Compulsory 6 80,463 77,440 39,101 197,004

Redundancy

Total 7 83,633 77,440 39,101 200,174

There were a total of 3 Council employees within the HSCP either leaving
employment over the reporting period in through redundancy.

Category No. | Redundancy | Strain on | Capitalised Total
Costs (£) Fund (£) Cost (£) (£)

Compulsory 3 24,906 0 0 24,906

Redundancy

Total 3 24,906 0 0 24,906

For employees taking voluntary redundancy there is a requirement for a three-
year payback period to be part of the decision-making process. Therefore, any
cost of severance will be offset by the recurring salary savings achieved within
the limit of a 3-year payback period, as stipulated in the Council’s Pensions
Discretions Policy.
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In addition to the above there were 7 employees who left the Council under a
Settlement Agreement, the total cost was £0.128m plus strain on the fund
costs for 1 employee of £0.002m. 5 of these were Council employees at a cost
of £0.104m including strain on the fund costs, and 2 employees were within
HSCP at a cost of £0.026m.

CONCLUSION

The performance against budget for the financial year 2025-26 was an overall
underspend of £2.330m (0.66%) after accounting for automatic earmarking.
The new unspent budget earmarking requests amount to £2.198m and, if
approved, will result in an overall underspend of £0.133m (0.04%).

The General Fund balance as at 31 March 2025 was £112.705m and this has
increased by £5.814m to £118.519m as at 31 March 2026 as a result of the
change in the level of earmarked sums within the General Fund.

There were a total of 16 leaving the Council or HSCP’s employment over the
reporting period in respect of both retirement and redundancy, or still in
employment but taking flexible retirement.

IMPLICATIONS

Policy Automatic earmarking as per the policy have been
taken into consideration within the final reported
outturn position.

Financial Report notes the underspend against budget during
2025-26 and the movement in the General Fund
balance.

Legal None

HR None

Customer Service None

Risk None

Climate Change None

Fairer Scotland Duty None

Equalities — protected None

characteristics

Consumer Duty None

Island Communities None

Children’s rights and None

Wellbeing

Kirsty Flanagan
Executive Director/Section 95 Officer
12 June 2026

Councillor Ross Moreland, Policy Lead for Finance and Commercial Services



APPENDICES

Appendix 1 — Overall Revenue Budget Monitoring Statement 2025-26
Appendix 2 — Department 2025-26 Outturn Summaries

For further information contact Anne Blue, Head of Financial Services
anne.blue@argyll-bute.gov.uk



ARGYLL AND BUTE COUNCIL - SUMMARY OF ACTUAL AND BUDGET COMPARISON 2025/26

Appendix 1

Adjustment for Funds Earmarked in General Fund Reserve

Actual
2025/26

Budget
2025/26

Council Tax
Income

Ringfenced for

SHF

Unspent Grant
monies

Third Party
Contributions

DMR School
Carry
Forwards

Previous
Council
Decision

Scottish
Government
Initiatives

Ferry
Funding
Smoothing

Piers and
Harbours
Surplus

Short Term Let
Licensing

Electric
Vehicle
Charging
Surplus

Adjusted Budget
2025/26

"Real
Variance"
(Over)/undersp
end

Comment

Expenditure

£

£

£

£

£

£

£

£

Chief Executive's Unit

1,078,798

1,247,794

166,242

2,368

1,079,184

386

Outwith reporting criteria

Executive Director (Douglas Hendry)

159,009,311

163,144,453

895,230

232,233

1,459,955

705,595

159,851,440

842,129

The favourable outturn position is mainly due to delays in
recruitment in Procurement, Early Years Service, Property
Services and the Catering and Cleaning Service. This is
combined with a reduction in bad debt provision, lower than
anticipated spend on catering purchases as well as robust
contract management within NPDO and Hub Schools.
These are partially offset by overspends within Residential
Schools Budget and Schools Central Repairs and Minor
Repairs Budgets.

Executive Director (Kirsty Flanagan)

68,369,905

71,974,357

2,936,373

500,956

800,000

657,756

12,952 67,381

66,998,939

(1,370,965)

The adverse outturn position is largely due to the under-
recovery of income from ferry berthing (especially at
Craignure, Rothesay and Dunoon), alongside under-
recovery of commercial refuse collection and unachieved
savings as part of the RIS review. There are also
overspends in homeless accommodation and higher spend
relating to private sector housing grant. There is also an
under-recovery in achieved vacancy savings in the year.
Some offsettings of this adverse variance come from over-
recoveries of income from infrastructure design and sale of
recyclates as well as under budget staff costs for
development projects.

Weather Related Costs (Belwin)

144,503

144,503

144,503

(0)

Funded by Earmarked Reserves set aside for weather
incidents.

Total Departmental Expenditure

228,602,517

236,511,107

0

3,997,845

232,233

1,459,955

503,324

705,595

800,000

657,756

12,952 67,381

228,074,066

(528,451)

Joint Boards

1,389,947

1,525,311

1,525,311

135,364

Valuation Joint Board costs less than available budget.

Loans Fund

6,352,418

10,176,446

1,500,000

8,676,446

2,324,028

Interest payable has been lower than budget due to the
ability to utilise reserves instead of taking borrowing,
combined with slippage within the capital programme in
prior years.

Other

13,456,330

14,245,141

100,000

92,000

14,053,141

596,811

Various under and overspends contribute to this variance.
Underspends include: Utilities, Insurances, NDR on our
properties and the Elected Members cost centre.
Overspends include provision for SRC Intromissions
(historic abuse claims) and equal pay claims and a change
of accounting treatment in relation to flexi leave accrual.

Total Central Expenditure

21,198,695

25,946,898

1,600,000

92,000

24,254,898

3,056,203

Social Work

85,207,399

85,207,399

85,207,399

0

Total Social Work Expenditure

85,207,399

85,207,399

0

0

0

0

0

0

0

85,207,399

0

Total Expenditure

335,008,611

347,665,404

3,997,845

232,233

1,459,955

2,103,324

797,595

800,000

657,756

12,952 67,381

337,536,363

2,527,752

Funding

GRG & NDR Income

268,347,119

267,956,792

267,956,792

390,327

NDR income the Council is able to retain through the
Business Rates Incentive Scheme (BRIS). This relates to
the buoyancy target set by the government being exceeded,
measured by the increase in the local NDR tax base in the
year.

Council Tax

72,475,563

70,204,000

2,859,207

73,063,207

(587,644)

Council tax income under-recovery driven by the removal of
properties from the Council Tax List by the Assessor
towards the end of the financial year. This is linked to the
Assessor’s review of the use of self-catering properties in
2023/24 which saw a significant number of properties
reclassified from Non-Domestic Rates to Council Tax. It was
reported to Council previously that there is a significant level
of uncertainty in respect of the regulatory environment, with
a risk of appeals being granted and properties returning to
Non-domestic Rates. The subsequent review did indeed
remove a significant proportion of this anticipated tax base
and required in year adjustments to billing, including the
reduction of liabilities and, in some cases, the issue of
credits or refunds towards the end of the financial year.

Budgeted/withdrawn from Earmarked
Reserves

20,857,612

20,857,612

20,857,612

Budgeted Contribution to General Fund
Balance

(11,353,000)

(11,353,000)

(11,353,000)

Total Funding

350,327,294

347,665,404

2,859,207

350,524,611

(197,317)

Under/(Overspend)

15,318,682

(0)

2,859,207

3,997,845

232,233

1,459,955

2,103,324

797,595

800,000

657,756

12,952 67,381

12,988,248

2,330,434

REPORTING CRITERIA - +/- £50k OR +/- 10%

Earmarking requests

2,197,823

Variance

132,611




REVENUE BUDGET MONITORING 2025-26 - DEPARTMENTAL OUTTURN SUMMARIES (including Social Work)

Appendix 2

Funds carried forward to 2026/27

Department Service Actual Budget Unspent Grant Third Party DMR School | Previous Scottish Ferry Funding | Piers and Electric |Short Term| Adjusted Budget (Over)/ Variance Comment
2025/26 2025/26 monies Contributions Carry Council Government Smoothing Harbours Vehicle Let 2025/26 Underspend %age
Forwards Decision Initiatives Surplus Charging | Licensing
Surplus

Expenditure £ £ £ £ £ £ £ £ £ £ £ £ £

Chief Executive's Unit Chief Executive 1,078,798 1,247,794 166,242 2,368 1,079,184 386 0.04% [Outwith reporting criteria

Chief Executive's Unit Total 1,078,798 1,247,794 166,242 0 0 2,368 0 0 0 0 0 1,079,184 386 0

Executive Director (Douglas Hendry) [Executive Director (Douglas Hendry) 441,675 999,607 281,000 718,607 276,932 38.54% |The underspend is due to an over recovery of vacancy
savings and a reduction in the Provision for Bad Debts.

Executive Director (Douglas Hendry) [Head of Commercial Services 10,264,003 10,683,860 10,683,860 419,857 3.93%|The underspend is due to a lower than anticipated spend
on catering purchases, reduced use of bank staff in
catering and cleaning and staff vacancies across Property
Services. This is offset slightly by an overspend in
Commercial Catering and Events.

Executive Director (Douglas Hendry) [Head of Education 126,890,791 129,929,565 607,282 232,233 1,459,955 705,595 126,924,500 33,709 0.03% [Outwith reporting criteria

Executive Director (Douglas Hendry) |Head of Legal & Regulatory Support 21,412,843 21,531,421 6,948 21,524,473 111,630 0.52%|The underspend is due to delays in recruitment and
Insurance savings in NPDO and Hub schools.

Executive Director (Douglas 159,009,311 163,144,453 895,230 232,233 1,459,955 0 705,595 0 0 0 0 159,851,440 842,129 0.53%

Hendry) Total

Executive Director (Kirsty Flanagan) [Executive Director (Kirsty Flanagan) 418,724 174,168 174,168 (244,556)| -140.41% |Variance due to under-recovery in Vacancy Savings in the
year with a shortfall of £247k

Executive Director (Kirsty Flanagan) [Head of Customer Support Services 10,513,179 10,546,074 10,546,074 32,895 0.31% [Outwith reporting criteria

Executive Director (Kirsty Flanagan) [Head of Development & Economic 11,998,458 14,275,598 2,421,530 60,956 67,381 11,725,731 (272,727) -2.33%|Overspend in Homeless Accomodation alongside higher

Growth spend in Private Sector Housing Grant than available
budget for capitalisaiton, offset by underspends in
Development Projects

Executive Director (Kirsty Flanagan) |Head of Financial Services 6,824,840 7,813,163 514,843 440,000 6,858,320 33,480 0.49% | The underspend arises from Internal Audit due to
slippages in staff budgets.

Executive Director (Kirsty Flanagan) |Head of Roads & Infrastructure 38,614,703 39,165,354 800,000 657,756 12,952 37,694,646 (920,057) -2.44% |Overspend largely driving by under-recovery of income

Services from ferry berthing (especially at Craignure, Rothesay and
Dunoon), under-recovery of Commerical Refuse
Collection and unachieved savings as part of the RIS
review. These are marginally off-set by Waste Disposal
Sale of Glass for recycling.

Executive Director (Kirsty 68,369,905 71,974,357 2,936,373 0 0 500,956 0 800,000 657,756 12,952 67,381 66,998,939 (1,370,966) -2.05%

Flanagan) Total

W eather Related Costs (Belwin) W eather Related Costs (Belwin) 144,503 144,503 144,503 (0) 0.00%

Weather Related Costs (Belwin) Total 144,503 144,503 0 0 0 0 0 0 0 0 0 144,503 (0) 0.00%

Total Departmental Expenditure 228,602,517 236,511,107 3,997,845 232,233 1,459,955 503,324 705,595 800,000 657,756 12,952 67,381 228,074,066 (528,451) -0.23%

Social Work Chief Officer Integration 1,069,743 1,330,232 1,330,232 260,489 19.58% | The underspend is due to uncommitted centrally held
funds (offseting overspends at service level) partially offset
by staffing costs not previously budgeted for.

Social Work Head of Adult Services - Hospital 7,199,757 7,849,097 7,849,097 649,340 8.27%|The underspend is due to a high number of vacant post

and Community Services across all relevant teams along with an over recovery from
direct payments overpayments.

Social Work Head of Adult Services - Complex 59,107,173 58,703,616 58,703,616 (403,558) -0.69% | The overspend is due to unbudgeted spend on agency

Care & Registered Services staff in care at home and care homes and the increase
requirement for residential and respite care in complex
care service areas.

Social Work Head of Strategic Planning & 473,268 486,082 486,082 12,814 2.64% | Outwith reporting criteria

Performance

Social Work Head of Children & Families 17,357,458 16,838,372 16,838,372 (5619,085) -3.08% | The overspend is due to high demand for residential care
placements. This overspend is partially offset by
underspends in fostering and adoption services.

Total Social Work Expenditure 85,207,399 85,207,399 0 0 0 0 0 0 0 0 0 85,207,399 0 0.00%

Total Expenditure 313,809,916 321,718,506 3,997,845 232,233 1,459,955 503,324 705,595 800,000 657,756 12,952 67,381 313,281,465 (528,451) -0.17%

REPORTING CRITERIA - +/- £50k OR +/- 10%
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