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Foreword

ANGUS COUNCIL FINANCIAL REGULATIONS

FOREWORD

Angus Council is a public body specifically created to provide essential services to local citizens. The
Council is funded exclusively from public money in one form or another (e.g. Scottish Government
Grant, Council Tax, Non-Domestic Rates, etc). There is therefore a burden of responsibility on all
members and employees of the Council to ensure that all Council resources are used properly and
efficiently.

The size and complexity of the Council and the services it provides makes such stewardship of public
funds a real challenge and we all have responsibilities in this regard. As Head of Finance, | have a
specific duty in law (Section 95 of the Local Government (Scotland) Act 1973) for the proper
administration of the Council’s financial affairs. Managers and budget holders have a responsibility to
comply with the Financial Regulations and to manage their areas in a manner which provides Best
Vaue. All members and employees have aresponsibility to ensure that systems and procedures that are
in place are followed.

In light of these responsibilities, these Financial Regulations are critically at the heart of the Council’s
financial arrangements which ensure the proper and efficient use of resources and set the scene to
ensure that sound financial control is operated. They do not (and indeed should not) contain
comprehensive detail of each and every financial aspect. However, they do as necessary make
reference to where the detail is held.

The Financial Regulations have been designed to help financial control and to provide the necessary
framework for support, advice and protection to members and staff involved in financial management
at al levels throughout Angus Council. To this end | have tried to find the right balance between
safeguarding the Council’s money and other resources and retaining operational flexibility.

Financial Regulations must of course be relevant to the needs of users, kept up-to-date and alow for
controlled operational flexibility. It was on this basis that the Financial Regulations were first prepared
and approved in April 1996 and revised in full in September 1997, May 2000, December 2004 and
November 2008.

In order to maintain the Regulations as fit for purpose therefore, a process of ongoing review and
monitoring was established. Through this process, individual rulings and clarification on the
interpretation of the Financial Regulations have been included as necessary within this review. These
changes have been augmented by comments received from consultation exercises with all Chief
Officers. Further regular reviews will take place to take account of new policies which are developed
and to ensure that the Financial Regulations continue to be fit for purpose.

This revised edition has been issued in loose-leaf format to enable new sections to be inserted when
necessary and also to enable existing sections/appendices to be updated as and when required.

A contact point within the Finance Division is indicated at the end of each section of the Financia
Regulations. Where queries arise in respect of clarification or interpretation of any matter, the
named contact for the relevant section must be contacted in the first instance. This officer will
provide any clarification or interpretation required or will co-ordinate any input from other
Finance Officersas necessary. Where different interpretations of any point arise, the Head of Finance
will be the final arbiter.

It is hoped you will find the updated version of "Angus Council Financial Regulations' as approved by

the Angus Council on 24 June 2010 an essential, easy to use source of information and guidance,
although it is my intention to operate periodic training sessions to assist in this regard.

IAN LORIMER
HEAD OF FINANCE

Approved 24 June 2010
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1.6

ANGUS COUNCIL FINANCIAL REGULATIONS

INTRODUCTION & GENERAL PROVISIONS

Introduction

These Regulations shall be known as " Angus Council Financial Regulations'.

The Financial Regulations will be regularly updated and subject to periodic full scale review.
The Head of Finance has delegated authority to approve and implement minor amendments to
the Financial Regulations throughout the year but will report annually on such delegated
approvals jointly with the Director of Corporate Services to the Corporate Services Committee.
Proposed alterations to the Financial Regulations of a more significant nature, including
periodic full scale reviews, will jointly with the Director of Corporate Services be brought to the
Corporate Services Committee for approval prior to implementation.

Head of Finance Responsihilities

The Head of Finance, being the proper officer for the purpose of Section 95 of the Local
Government (Scotland) Act 1973, shal be responsible under the general direction of the
Council and the specific direction of the Corporate Services Committee, for the proper
administration of the Council's financial affairs. In this respect, the Head of Finance is
designated by the Council as the Finance Officer in terms Standing Orders 3 and 45(3).
Regulation 3 of the Local Authority (Accounts) Regulations 1975 places upon that officer, the
obligation to determine the system of accounting control and form of accounts and supporting
records and to ensure that the accounts and records are kept up-to-date.

The Head of Finance shall report to Angus Council with respect to the level of financial
resources proposed to be utilised in each financial year by the Council, shall keep the Corporate
Services Committee informed as to the detailed administration and application of such
resources, and shall keep other Committees informed with respect to the financia implications
of their activities.

The Head of Finance shall liaise with and consult as necessary the Director of Corporate
Services in all matters of policy and procedure in relation to these Financial Regulations to the
extent envisaged by the Council’ s management structure. Ultimate responsibility for the proper
administration of the Council’ s financial affairs will nevertheless rest with the Head of Finance.

Responsibilities of the Council’s Elected Members, Chief Officers & All Other Employees

Elected Members and al employees of the Council shall observe the Finance Regulations in
performing their duties. Chief Officers are specifically responsible for ensuring that the
Financial Regulations are complied with in respect of matters falling within their jurisdiction
and must ensure that the requirements of the Financial Regulations are brought to the attention
of all relevant staff.

In this respect Standing Order 4(2) provides that the Financial Regulations are part of the
Council’s Standing Orders. Accordingly the Regulations must be read in conjunction with the
Council’s Standing Orders and also the Scheme of Delegation to Officers. Any departure from
the Financial Regulations can only be made with the prior formal agreement of the Head of
Finance.

Each Member of the Council and every employee of the Council shall have a responsibility to
bring immediately to the notice of the Head of Finance, normally through their relevant service
directorate, any matter concerning the contravention of the Council's Financial Regulations.

Introduction & General Provisions Section1: Pagel1of 3
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The Head of Finance shall only refer appropriate serious contraventions of these
Regulations to the due process of law after consulting with the Chief Executive, Director
of Corporate Services, the Head of Law and Administration, the Head of Corporate
Planning and Human Resour ces and, where appropriate, therelevant Chief Officer.

For the observance and implementation of: Standing Orders relating to finance; the Financial
Regulations; and accounting instructions given by the Head of Finance, each Chief Officer shall
appoint a Designated Officer within their service, a senior officer being so designated where the
work involved does not justify a full-time appointment. (Refer to 1.10 below).

Duty to Secure Best Vaue

1.7  The Council shall at al times endeavour to secure the best value for the money it spends and
encourage the use throughout Council Departments of the best management and service delivery
techniques. Further, the Council (Elected Members and all employees) shall at all times follow
the specific requirements of the Local Government in Scotland (Act) 2003 in relation to Best
Value and shall endeavour to adhere to the statutory guidance issued thereon.

Corporate Governance

1.8 Each Chief Officer shall comply with the requirements of the Council’s Local Code of
Corporate Governance and shall be responsible for providing the Chief Executive with an
Annual Assurance Statement for their area(s) of responsibility. In respect of this Regulation 1.8,
Chief Officer includes the Head of Finance and the Head of Law and Administration, who have
specific assurance statements to return in their roles under Standing Orders as the Finance
Officer and Monitoring Officer respectively.

Definition of Chief Officer, €etc.

1.9 For the avoidance of doubt and subject to Regulation 1.8 above, the term Chief Officer for the
purposes of Financial Regulations means:

Chief Executive

Director of Education

Director of Social Work & Health
Director of Infrastructure Services
Director of Corporate Services
Director of Neighbourhood Services

It is the responsibility of each Chief Officer to ensure that any matters falling within their

jurisdiction are addressed by appropriate staff within their department and that such staff are
properly empowered to do so through their departmental scheme of delegation.

Definition of Designated Officer

1.10 Designated Officer(s) as contained within Financial Regulations 1.6, [34, and
shall mean a Departmental Representative, appointed by the Chief Officer, with sufficient
knowledge and expertise to liaise effectively with the Finance Division on financial matters.

Definition of Accountable Manager

1.11 Accountable Manager as contained within Financial Regulation and shall mean aline
manager, nominated by the Chief Officer, with responsibility for discrefe elements of the
budget.

Introduction & General Provisions Section 1: Page 2 of 3
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1.12 Each Chief Officer shall maintain alist of Accountable Managers detailing the budget areas they
are responsible for and their delegated financia authority levels. Remits and authority levels
should also be contained within departmental schemes of delegation.

1.13 This excludes Designated Accountable Manager (DAM) in respect of capital projects, and this
is dealt with within Financial Regulation[7.§

Definition of Reporting Officer and Officers at Second and Third Tier levels

1.14 Reporting Officer as contained within Financial Regulation shall mean an officer
nominated by the Chief Officer to take delivery of opened tenders for the purpose of checking
and examination. The Reporting Officer must be a person with knowledge of the contract and
tender documents and in a position to answer reasonable questions posed by the officers in
attendance.

The referencein Financial Regulation|16.12|to officers at “third tier” level shall mean the grade
immediately below Head of Service grade, generally designated in the Council as Senior
Service Manager.

Employee Code of Conduct

1.15 Throughout these Financial Regulations, members and employees must have regard to the
Councillor’'s Code of Conduct and the Employee Code of Conduct respectively.

For clarification or any queriesin respect of this section please contact
Kevin Lumsden on extension 6207

Introduction & General Provisions Section 1: Page 3 of 3
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2.3

Revenue Budget

ANGUS COUNCIL FINANCIAL REGULATIONS

REVENUE BUDGET (General Fund and Housing Revenue Account)

INTRODUCTION

The following sections set out the general responsibility and procedures to be followed by
Council Committees and Officers in relation to the preparation of each year's revenue budget
and the setting of the Council Tax and Rent levels.

COUNCIL /COMMITTEE ROLES

a Strategic Policy Committee - The Strategic Policy Committee shall be responsible for
determining the medium to long term policy and resource framework within which the
Council should operate.

b  Corporate Services Committee - The Corporate Services Committee shall be responsible
for instructing the Head of Finance, after considering appropriate advice, on the
procedures to be adopted in the preparation of the revenue budget and for monitoring the
approved budget.

The Head of Finance shall provide the Committee with periodic reports outlining how
revenue budget preparation is progressing and highlighting key features within the overall
budget which the Committee need to be aware of.

¢  Service Committees - Each Service Committee shall submit to a Special Budget Meeting
of the Council, within the dates prescribed in the budget timetable and under the guidance
of the Head of Finance, its recommendations on the departmental revenue budget for
which that Committee is responsible, including any service developments, budget savings/
efficiencies or review of charges proposals.

d Special Budget Meeting of the Council - A Special Budget Meeting of the Council is
required to determine the level of Council Tax at Vauation Band D for the forthcoming
financial year before 10th March of the financial year preceding the year for which the
budget is being prepared.

The Special Budget Mesting of the Council shall be responsible for resolving the level of
Council Tax to be set for the forthcoming financial year and any indicative Council Tax
levels for the two following years.

e Special Meeting of the Neighbourhood Services Committee — A special Meeting of the
Neighbourhood Services Committee is required to consider the Housing Revenue Account
estimates and determine the level of rents for the forthcoming financial year, taking
account of any advice issued by the Head of Finance in this regard.

HEAD OF FINANCE RESPONSIBILITIES

On the basis of the Corporate Services Committee's instructions, the Head of Finance shall
request that each Chief Officer prepare a departmental revenue budget for expenditure and
income and that this budget, known as the "provisiona base budget", be submitted in
accordance with a timetable determined by the Head of Finance. The Head of Finance shall
annually issue detailed guidance in this respect and this shall be available through the Council’s
Corporate Intranet (Council Information / Provisional Base Budget Preparation Procedures).

The Head of Finance shall be responsible for ensuring that appropriate professional support and
advice is provided by the Finance Division to Chief Officers to assist in the preparation of their
revenue budgets.

Section 2 : Page 1 of 5
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Revenue Budget

ANGUS COUNCIL FINANCIAL REGULATIONS

The Head of Finance shall be responsible for ensuring that sufficient, relevant information is
made available to members of the Policy and Budget Strategy Group (PBSG) and Budget
Review Groups (BRG) to facilitate decision-making by these forums. (See paragraphs 2.6 and
2.7 for further detail)

The Head of Finance shall submit to the Special Budget Meeting of the Council a report
concerning details of the departmental revenue budgets. This report should also provide other
available information on government grants, the expected level of the Council Tax base, details
of the unified Non-Domestic Business Rate as prescribed by the Scottish Government and a
statement on fund balances and reserves in accordance with CIPFA’s “ Guidance Note On Local
Authority Reserves And Balances’.

The Head of Finance shall submit to the Special Meeting of the Neighbourhood Services
Committee a report that details the Housing Revenue Account estimates, in such detail so as to
enable the level of rents to be determined. In addition, the report will provide information on
the housing stock numbers, and estimated levels of balance at the end of the financia year
immediately preceding the year to which the estimates relate, and projections based on
assumptions stated in the report.

As appropriate, the Head of Finance shall submit to the Special Budget Meeting of the Council
a report detailing forward years' budget projections and outlining any indicative Council Tax
levels in accordance with the requirements of the Scottish Government. The Head of Finance
will also periodically submit a report detailing forward years budget projections to the
Corporate Services Committee to inform departmental Service Plans.

The Head of Finance shall also be responsible for providing Members, the Chief Executive and
other Chief Officers as necessary with information on external factors affecting the Genera
Fund or Housing Revenue Account revenue budgets, including announcements by the Scottish
Government, and agreements in relation to pay awards and information on other factors and
contingencies relevant to the budget setting process.

CHIEF OFFICERS RESPONSIBILITIES

Each Chief Officer shall be required to prepare revenue budget estimates within a timetable and
in a form as directed by the Head of Finance in accordance with the general directions of the
Strategic Policy Committee and the specific instructions of the Corporate Services Committee.
In this respect, it is the responsibility of each Chief Officer to ensure that the detailed annual
guidance issued by the Head of Finance is followed and to draw on the professional support and
advice available from the Finance Division as necessary.

Where appropriate, Chief Officers should liaise with each other and any other appropriate
Officers, to ensure that al relevant facts have been considered in the preparation of the revenue
budget. Thiswould mean, for example, that Chief Officers who wish to make amendments to
the property maintenance and energy budgets established by the Head of Property would firstly
consult with the Director of Corporate Services and Head of Property .

Each Chief Officer shall be responsible for providing to the Head of Finance, on a timeous
basis, all necessary information, asidentified by the Head of Finance, pertaining to the budget.

Each Chief Officer, in conjunction with the Director of Corporate Services and the Head of
Finance, shall ensure their respective Service Committees are kept advised of developmentsin
relation to the revenue budget and are provided with sufficient information on which to make
recommendations to the Corporate Services Committee, the Strategic Policy Committee and the
Special Budget Meeting of the Council and Neighbourhood Services Committee, as appropriate.
This will include review of charges recommendations, any budget savings / efficiencies
recommendations and proposals on service developments which should be in accordance with
Council Policy.
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Chief Officers are responsible for ensuring that their departmental provisional base budget
includes the full or part year effect of any revenue expenditure and income implications arising
from capital projects.

Further, Chief Officers are directed to the specific Section within the Financial Regulations (i.e.
on Committee Report Preparation.

TECHNICAL VALIDATION PROCESS

Each department’s provisional base budget, calculated in accordance with paragraphs 2.9 and
2.10, shall be subject to an informal validation process to confirm that key figures are verified
and the Head of Finance's budget guidance has been followed. The Senior Service Manager
(Finance Services) will be responsible for co-ordinating this process and in this role may
organise informal meetings between departmental and Finance representatives to clarify key
technical issues. Thiswill ensure that the information which is submitted to subsequent meetings
(PBSG, BRG — see below) is as accurate and comprehensive as possible.

POLICY AND BUDGET STRATEGY GROUP (PBSG)

The Policy and Budget Strategy Group core membership shall comprise:

the Leader of the Council (Chair);

the Depute Leader of the Council;

the Convener of Corporate Services,

the Vice Convener of Corporate Services,

the Chief Executive;

the Director of Corporate Services,

the Head of Finance; and

the Head of Corporate Planning & Human Resources.

Other appropriate officers will also be required to attend as necessary.

The PBSG will make the key decisions in setting the annual revenue budget strategy. It will also
set the: budget strategy for the longer term; approach to budget savings / efficiencies to be
adopted; contributions to the Council’s Special Funds and balances; and Council Tax decisions
etc.

The PBSG will meet as required throughout the budget setting process. The PBSG will however
require to hold an initial meeting at the commencement of the budget setting process to
determine the Council’ s overall strategy.

Additionally, the PBSG will meet with the respective Members and Chief Officers towards the
end of the budget setting process to finalise each department’ s revenue budget. These meetings
will be referred to as Member Officer Group meetings.

Throughout this process the PBSG will make recommendations regarding the detailed revenue
budget.

All PBSG recommendations will however require to be approved through the relevant
Committees as appropriate during the budget process.

BUDGET REVIEW GROUP (BRG)

The Budget Review Group core membership shall comprise:

e the Chief Executive (Chair);
e theDirector of Corporate Services,
e theHead of Corporate Planning & Human Resources;
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e theHead of Finance; and
e the Senior Service Manager (Finance Services).

The BRG meetings will provide a forum for discussion of key budget issues between officers,
and will consider the key issues relating to each departmental revenue budget in light of the
decisions made by the PBSG, prior to budget meetings with conveners and vice conveners.
These discussions will also address any service planning and non-financial resource matters in
relation to revenue budget submissions. The PBSG may recommend adjustments to a
departmental budget to the appropriate Service Committee.

GENERAL PROCESS

Each department's provisional base budget, along with any proposed PBSG and BRG
adjustments, budget savings / efficiencies, service development proposals and review of charges
recommendations, shall be presented to Specia Service Committees (immediately preceding the
Special Budget Meeting of the Council) for their consideration and (with or without
amendment) approval.

The recommendations of each Special Service Committee shall be submitted to a Specid
Budget Meeting of the Council for consideration and (with or without amendment) approval,
and for the setting of the Council Tax.

The recommendations in respect of the Housing Revenue Account shall be submitted to a
Special Meeting of the Neighbourhood Services Committee for consideration and (with or
without amendment) approval, and for the determination of rent levels.

INCREMENTAL PREPARATION OF THE REVENUE BUDGET

Subject to instructions from the Corporate Services Committee on budget preparation, each
departmental base revenue budget shall ordinarily be prepared on an incremental basis by
rolling forward the previous year's budget and adjusting, where required, for policy led
budgeting priorities and allowable growth items in accordance with the guidance issued by the
Head of Finance. All provisional base budgets, including such adjustments, are subject to the
technical validation process outlined at 2.5 above.

BUDGET ISSUES, NEW BURDENS, SERVICE DEVELOPMENTSAND REVIEW OF
CHARGES

Chief Officers may highlight concerns regarding budget issues and new burdens in relation to
their revenue budget through the budget setting process. In addition, each Chief Officer may
bring forward proposals for enhancements to the service (service developments) and if at all
possible these should include recommendations that will allow the proposals to be self-
financing. Service development proposals should identify the likely financial implications of
their introduction both for the forthcoming financia year and subsequent financial years. It shall
be the responsibility of the Chief Officer concerned to prepare a submission in relation to each
budget issue, new burden or proposed service development and submit this at the same time as
the departmental provisional base budget submission.

The annual budget setting process should take cognisance of Council Policies, and include a
review of charges for all users of Council services for which charges do, or could, apply with
proposals, where appropriate, to amend these charges. Such areview is the responsibility of the
relevant Chief Officer and should highlight the anticipated additional income that would accrue
and take into account the possible impact of consumer resistance to changes in the system of
charging.
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DEPARTMENTAL BUDGET SAVINGS/EFFICIENCIES

Each Chief Officer may be required to bring forward proposals to reduce budgeted net
expenditure in order for the Council to restrict increases in the level of expenditure to be met
from the Council Tax. Such proposals should be on the recommendation of the appropriate
Service Committee.

Where such savings / efficiencies have an implication for other services, the relevant Chief
Officer should be advised of the proposed saving / efficiency eg the Director of Corporate
Services should be advised of any proposed saving / efficiency in relation to energy or property
maintenance budgets.

MOTIONSINVOLVING INCREASED EXPENDITURE

Subject to [Standing Order 15(9), no resolution of a Service Committee arising from a motion
which would involve expenditure not provided for, or reduce income provided for, in the
revenue estimates shall be put into effect without the approval of the Strategic Policy
Committee.

AUTHORITY TO IMPLEMENT BUDGET / AUTHORITY TO INCUR EXPENDITURE

The inclusion of items in the approved revenue budget shall constitute authority to the Service
Committee, Sub-Committee, Chief Officer or other Officer, as appropriate in terms of the Order
of Reference of Committees and the Scheme of Delegation to Officers, to implement the
revenue budget and to incur expenditure in this regard. The Strategic Policy Committee or the
Council may however place reservation on any such items and expenditure on any such reserved
items may be incurred only to the extent that such reservation has been removed.

TREATMENT OF REVENUE BUDGET OVERSPENDS

Where a department/service is determined to have incurred an annua budget overspend, this
will be deducted from the revenue budget of the immediately following financia year (e.g. an
overspend in 2008/09 will be deducted from 2009/10 budgets). This deduction will be applied
in the form of a management adjustment to the approved budget for monitoring purposes.

BUDGET GUIDE AND FINAL BUDGET VOLUME

The Revenue Budget process is concluded with the production of a Budget Guide which
provides summary information for the benefit of Council Rent and Council Tax Payers and a
Fina Budget Volume which provides detailed information for Council Officials within
Departments to monitor and control expenditure.

The detailed departmental revenue budgets contained in the Final Budget V olume constitute the
agreed cash limited budget of each Council department, on an objective and subjective budget
head basis. Once published, changes to these budget figures should only be made in accordance
with the virement procedures set out in of these Regulations.

For clarification or any queriesin respect of this section please contact
Joy Anderson on extension 6153

Revenue Budget
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REVENUE BUDGET MONITORING (General Fund and Housing Revenue Account)

RESPONSIBILITY

The primary responsibility for detailed monitoring and control of departmental cash limited
revenue budgets lies with each Chief Officer. This responsibility covers revenue expenditure,
any relevant Renewal & Repair Funds and any other funds which may be alocated during a
financial year (e.g. additional grants).

CASH LIMITED BUDGETS

The principle of cash limited budgets requires that departments contain their expenditure within
the budget set for a particular financial year. In this regard, no anticipation of future years
resources is permitted.

COUNCIL AUTHORITY

Subject to Standing Order 15(9), where the resolution of a Service Committee arising from a
motion would involve expenditure which cannot be contained within existing departmental
resources then, except with the authority of the Strategic Policy Committee:

a no tender for any project costing more than the sum allowed in the Revenue Budget shall
be accepted;

b nonew or significantly altered project shall be substituted for an approved project; and

¢  where the final measurement of a contract sum exceeds the price in the original contract or
an agreed revised contract sum (taking into account any approved variations authorised in
terms of the contract) no payment in excess of the original or revised contract sum, as
appropriate, shall be made.

ADDITIONAL EXPENDITURE

A cash limited budget dictates that revenue expenditure shall be restricted to that included in the
Revenue Budget.

Only in exceptional circumstances will consideration be given to allowing additional
expenditure and any such proposals will require approval by the appropriate committee and the
Strategic Policy Committee.

In this respect, Chief Officers are directed to the specific Section within the Financial
Regulations (i .e. on Committee Report Preparation.

The funding of any agreed exceptional circumstances which require additional
expenditure may result in the Strategic Policy Committee having to take compensating
corrective action.

MONITORING STATEMENTS

The Head of Finance shall furnish each Chief Officer with calendar monthly financial
statements of expenditure and income and such other relevant information the Head of Finance
and the Chief Officer conclude to be necessary. It shall be the responsibility of each Chief
Officer however to ensure that they have al the relevant financial information available to
control the actual expenditure and income against the budget.
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3.6 HEAD OF FINANCE RESPONSIBILITIES

The Head of Finance has a responsibility to ensure that revenue monitoring by Chief Officersis
carried out and that relevant financial information is provided in aformat and within a timetable
to allow such monitoring.

The Head of Finance shall be responsible for ensuring that appropriate professional support and
adviceis provided by the Finance Division to Chief Officersto assist with revenue monitoring.

3.7 PERIODIC MONITORING REPORTSTO COMMITTEE

a. Departmental Revenue Monitoring Reports. The Head of Finance in conjunction with
each Chief Officer will be responsible for submitting to the respective Service Committees,
on an agreed timetable, joint reports covering :

e actual revenue net expenditure compared with phased revenue budgets;
e estimates of revenue income and expenditure with projected out-turn; and
e thepositionin respect of all Renewal & Repair Funds.

In all cases, areas of mgjor variation should be highlighted and reasons for variances
provided together with corrective action for adverse variations.

Such reports shall be submitted as follows:

e the position to the end of September will be reported in the November /
December cycle;

e the position to the end of December will be reported in January where feasible or
February for those Committees which meet in early January; and

e the position at the financial year end will be reported in the September / October
cycle.

b. Corporate Revenue Monitoring Reports. The format and timetable of corporate,
summary revenue monitoring reports to the Corporate Services Committee shall be
determined by the Head of Finance in conjunction with the Director of Corporate Services.
The content of the report in respect of individual departmental budgets and expenditure
should be determined after close liaison between departmental accountants within the
Finance Division and the Designated Officer for the relevant department. The corporate
revenue monitoring report shall also be submitted to the Strategic Policy Committee in the
November / December cycle, to help inform the key budget decisions which are taken in
January and February.

For the purposes outlined above, Designated Officer is defined at paragraph.

3.8 CONTRACT VARIATIONS

Accumulations of variations which will result in a material over/underspend shall be reported to
the Head of Finance for homologation by committee within the context of periodic monitoring
reports. For this purpose, a material under/overspend is deemed to occur at a threshold of 5%
for contractsin excess of £100,000, and at 7.5% for contracts under £100,000.

It is however only necessary to report a variation, or accumulation of these, in respect of
contracts (including those carried out under a schedule of rates contract) where the latest
estimated total contract value is over the Delegated Authority of Chief Officers as per

It is the responsibility of Chief Officers to report such variations as soon as anticipated
and in the case of potential overspends in particular, as far as possible in advance of
expenditure being incurred which will result in the overspend. The Head of Finance in
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consultation with the Director of Corporate Services has discretion to review this percentage on
over/underspend limits for contracts in excess of £1 million.

3.9 SCHOOL CONVEYANCE CONTRACT VARIATIONS

For the avoidance of doubt, school conveyance contract variations are covered by the terms of
Financial Regulation 3.8 above. In value terms however, these are generally very minor in
nature and it is acceptable therefore for these variations to be reported by ensuring they are
encompassed within the regular Education departmental monitoring reports. The Head of
Finance may however request from time to time a summary of any such variations.

For clarification or any queriesin respect of this section please contact
Joy Anderson on extension 6153
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4. REVENUE BUDGET VIREMENT AND BUDGET FLEXIBILITY

41 DEFINITION OF VIREMENT

Virement is the agreed transfer of revenue budget provision from one income or expenditure
budget head to another (or to one of the Council’s Special Funds) within a specific financial
year.

It can be used to enable Accountable Managers to amend budgets in the light of experience, or
to reflect anticipated changes in the pattern of future income or expenditure. It is a budgetary
control mechanism which provides Accountable Managers with flexibility to manage budget
variances within a financial year. This should not be seen however as a substitute for setting a
robust budget at the start of the financial year.

42 PRELIMINARY CONSIDERATIONS

In a cash limited budget environment (as defined at Regulation, budgetary control must be
strictly maintained throughout the year in order that potential expenditure overspends and
income under-achievements within individual budget heads are identified at the earliest possible
opportunity.

Before applying virement, Accountable Managers must determine what corrective action could
be applied with a view to averting any potential adverse variance. Virement should therefore
only be considered as an option once the possibility of corrective action within a particular
subjective budget head has been sufficiently explored.

Accountable Managers should be cautious when utilising virement to ensure that projected
expenditure underspends or projected additional income are capable of being delivered.

For the purposes outlined at 4.1 and 4.2 above, Accountable Manager is defined at paragraph
fL10]

43 PERMITTED LIMITSOF VIREMENT

Budgets must be broken down and entered on to the corporate financial system (Integra) at a
level consistent with the analysis of expenditure and income. Virement must be targeted at this
level. Virement limits (subject to the Virement Guidelines at paragraph 4.4 below) apply at
subjective budget head level (e.g. Employee Costs) for each Final Budget Volume page and to
each individual instance of virement (i.e. virements are not counted cumulatively). Virements
between elements within one subjective budget head are not subject to the virement limits.

The budgets of Council departments vary significantly and the limits of virement delegated to
relevant Chief Officers have been appropriately varied to reflect this. Prior approval of the
relevant service committee is required for any proposed virement above the limits indicated

below.
Category 1 Category 2 Category 3
Departments | Education Infrastructure Services Chief Executives
Social Work & Health | Neighbourhood Services— Corporate Services
Housing Revenue Account*
Neighbourhood
Services — General
Fund Elements
Limit £75,000 £50,000 £25,000
Revenue Budget Virement Section 4 : Page 1 of 5
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* - Virement between the Housing Revenue Account and General Fund elements of
Neighbourhood Services (or any other General Fund department) is prohibited.

44 VIREMENT GUIDELINES

It should be noted that wher e any conflict exists, these Guidelines take precedence over
the Virement Limits.

a

No virement proposal shall involve the introduction of a new policy or a significant
variation of existing policy without the prior approval of the appropriate Service
Committee and the Strategic Policy Committee.

No virement proposal shall commit the authority to expenditure beyond the financial
year then current without the approval of the appropriate Service Committee and the
Corporate Services Committee, unless the following year’s approved budget provides
for the expenditure or income, or it can be confirmed that the requirement for the
following year can be accommodated in proper virement for that year. Sub-
paragraph (i) below is relevant to this.

No virement proposal shall add to the permanent establishment of the authority or
make alteration to wages, salaries or conditions of service including incremental
progression on salary scales as agreed by the national negotiating bodies, without the
approval of the relevant Chief Officer in terms of the Council’s Scheme of
Delegation to Officers. Where such changes relate to posts on a chief officer grade,
the approval of the appropriate Service Committeeis required.

No virement proposal shall affect amounts to be paid to another department of the
Council without the agreement of the Chief Officer of that other department.

No virement shall take place in respect of:

Capital financing costs;

Property Division Recharge (Maintenance);
Property Division Recharge (Energy);

Support service and internal recharge costs; and
Specific Grants.

No virement will be permitted in the first three calendar months of a financial year
without the express agreement of the Head of Finance.

No individual virement can exceed the virement limit or 100% of the subjective head
budget, whichever is smaller.

All virement proposals should be agreed with Departmental Accountants within
Finance for updating of the Official Virement Register and for monitoring purposes.
All virement proposals shall be recorded on the appropriate pro-forma documentation
(see |Appendix 6), a copy of which shall be submitted to the Head of Finance.
Electronic copies of the pro-forma can be obtained via Departmental Accountants.

No changes to the final approved budget of each department/service (as
contained in the Final Budget Volume) should be made without the necessary
virement documentation being prepared.

An example of the application of virement limits within a budget head is attached at |Appendix 3

Revenue Budget Virement
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45 REPORTING PROCEDURES

The Head of Finance will be responsible for ensuring that information outlining total virements
applied during the year is submitted to the Corporate Services Committee. The format and
frequency of this report shall be determined by the Head of Finance in consultation with the
Director of Corporate Services, but may be by inclusion within the regular revenue budget
monitoring reports.

46 DEVOLVED SCHOOL MANAGEMENT

The Education Committee has adopted a scheme of Devolved School Management (DSM)
based on National Guidance and this scheme devolves approximately 90% of the budget to
Head Teachers.

The scheme has been prepared by the Director of Education in consultation with the Head of
Finance and any amendments to the financial responsibilities therein shall be subject to Head of
Finance agreement.

Within the framework outlined in the scheme each participating school can:

a vire budgets, subject to the approval of the Education Department Finance Officers,
b carry forward up to 10% of the devolved budget to the following financial year;
c request the Director of Education to amend the budget of a school during a financial

year, e.g. to take account of variations in the school roll, subject to the overall
budgetary provision of the Education Department not being exceeded.

All virement proposals shall be recorded on the appropriate pro-forma documentation, a copy of
which shall be submitted to the Head of Finance.

The provisions pertaining to Permitted Limits of Virement and Virement Guidelines, contained
respectively within paragraphs 4.3 and 4.4 above, are applicable in the context of Devolved
School Management.

47 COMMUNITY CARE (Resource Transfer)

The continuing development of Community Care means that significant budgetary sums are
being transferred from Health Boards to Social Work and Health Departments.

Such additional Community Care funds require to be used to meet the identified needs of
individuals and this will lead to the reallocation of budget provision across the various aspects
of the Department's service in the relevant financial year and in the subsequent year.

The Director of Social Work and Health shall report on the reallocation of Community Care
funds on a quarterly basis. These reports will be presented to both the Social Work and Health
Committee and the Corporate Services Committee.

All virement proposals shall be recorded on the appropriate pro-forma documentation, a copy of
which shall be submitted to the Head of Finance.
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4.8 BUDGET FLEXIBILITY BETWEEN FINANCIAL YEARS-50% CARRY FORWARD

In certain circumstances, a proportion of controllable departmental budget underspends may be
carried forward from one financial year to the next to alow departments the flexibility to
consider issues beyond the current financial year, and to think strategically about the use of
resources.

The following costs are not included in the determination of any budget underspends or
overspends for carry forward purposes:

Central Service Support Costs;

Capital Charges,

Items funded by Specific Grant;

Property Division Recharge (Maintenance);

Property Division Recharge (Energy);

Corporate Budget Transfers; and

Substantial windfall gains arising from external factors.

Wher e a department has a calculated annual budget under spend, they may carry forward
50% of the under spend, subject to the following ceilings:

Category 1 Category 2 Category 3

Departments | Education Infrastructure Services Chief Executives

Social Work & Health | Neighbourhood Services—
General Fund Elements *

Corporate Services
Limit £250,000 £175,000 £100,000
* - No carry forward limit applies in respect of the Housing Revenue Account element of
Neighbourhood Services.
Notes:

= Any underspends in areas that have been funded from ring-fenced resources (including the
Housing Revenue Account) may be carried forward in full but only for their ring-fenced
purpose and with the prior approval of the Head of Finance and the Strategic Policy
Committee in line with the provisions of Financia Regulation@

= Variationsto the above limits may be permitted in exceptional circumstances, subject to