ARGYLL AND BUTE COUNCIL COUNCIL
FINANCIAL SERVICES 25 FEBRUARY 2021

FINANCIAL RISKS ANALYSIS 2021-22

1 EXECUTIVE SUMMARY

1.1 The main purpose of this report is to provide a summary of the key financial risks
facing the Council.

1.2 A number of Council wide risks, both revenue and capital have been identified along
with risks for each department and service of the Council. For each departmental
risk the financial impact has been quantified and the likelihood assessed based on
the standard risk matrix.

1.3 There are 6 Council wide revenue risks identified for 2021-22 currently amounting
to £3.886m. Three of the risks have been classified as possible. The first in relation
to the I1JB referring to the Council for additional funding has been categorised as
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27 February 2020, the Council agreed policy savings options that would deliver
savings over the period 2020-21 to 2021-22. The savings to be delivered in 2021-
22 equate to £0.187m. Whilst the Council have a good track record in delivering
savings, a 10% shortfall on these savings targets would amount to £0.026m.



3.2.7

3.2.8

3.2.9

3.2.10

3.3

3.3.1

Capital

The finance settlement announcement on 1 February 2021 provided details of the
Local Government funding for 2021-22 and there is therefore certainty as to what
our funding is in respect of General Capital Grant and the specific capital grants
already distributed.

The capital plan for 2021-22 includes an estimate of £0.855m in respect of capital
receipts. This is based on an assessment provided by the Special Projects Team
in January 2021. A 10% variation equates to £0.086m and this would require to
be managed across the capital programme. There are some known
liabilities/risks to the capital programme specifically around significant strategic
change projects, however, as part of the budget pack, it is recommended that
Council consider using borrowing, if required, to mitigate these risks.

The capital monitoring as at the end of December is reporting an anticipated
overspend on the total capital plan of £2.563m. Members will be asked to give
consideration to elements of this overspend as part of the budget process which
will also extend the capital programme out to 2023-24.

Looking beyond 2021-22, there is a potential significant risk in relation to the ban
on Biodegradable Municipal Waste (BMW) being disposed of via landfill from
2025. Solutions being rolled out nationally aren’t suitable here as waste quantities
make the facilities practically and financially unviable. Any solution requires waste
to be transported out of the area, over long distances. This risk will need to be
kept under review-

Departmental/Service Risks

Financial risks have been identified for each department and service. It should be
noted that the Council have a good track record of delivering services within budget,
however, there still are risks and the detail is included within Appendix 1. The
following table provides a summary of the number of risks within each department
and likelihood category with the financial impact.

2- 3- 5 - Almost

Department 1-Remote | ynjikely Possible | 4 LK€ | Certain Total

No | £000 No | £000 No | £000 No | £000 No | £000 No | £000
Sﬂ:tef Bxecutive's | 1 | 195| ¢ o| 3| 215] o ol o o| 4| 340
Executive
Director Douglas 2 20 6 514 8 855 1 100 0 0| 17 | 1,489
Hendry
Executive
Director Kirsty 2 120 4 364 | 11 | 1,227 0 0 0 0| 17| 1,711
Flanagan
Total 5 265 | 10 878 | 22 | 2,297 1 100 0 0| 38| 3,540




3.3.2 The current top three risks in terms of the financial impact are noted in the table
below.

3.4 Monitoring of Financial Risks

3.4.1 Financial risks will be reviewed and monitored on a two monthly basis and will be
included in the pack of financial reports submitted to Policy and Resources
Committee.

4 CONCLUSION

4.1 This report summarises the key financial risks facing the Counci



5.6 Risk - Financial risks are detailed within the appendix

57 Customer Service None

Kirsty Flanagan
Section 95 Officer
8 February 2021

Policy Lead for Financial Services and Major Projects - Councillor Gary
Mulvaney

APPENDICES
Appendix 1 — Detail of Department/Service financial risks.



APPENDIX 1

DEPARTMENT/SERVICE FINANCIAL RISKS 2021-22

DEPARTMENT SERVICE TITLE OF RISK DESCRIPTION OF RISK MITIGATIONS ACTIONS IN PLACE FINANCIAL
LIKELIHOOD IMPACT
£000
Executive Director Education Pre-Five Units - retention of Failure in the commissioning or retention of pre-  Annual financial appraisal; Support network; 3 100
Douglas Hendry partner providers five partner provider units to deliver 1140 hours  Short-term cash injections.

would result in an increased pressure on the
Council to deliver the service.

Executive Director Education Central Repairs Previously agreed savings result in budget for Regular liaison with Property Services re 2 200
Douglas Hendry statutory and emergency repairs only. prioritisation and commitment of in-year
spend.
Executive Director Education Legislative Requirements - Education (Scotland) Act 2000 was enacted March Monitoring developments of the 3 50
Douglas Hendry Education (Scotland) Act 2016. This places additional requirements on implementation of the Act and statutory
Councils in terms of Gaelic Education. guidance produced.
Executive Director Education Legislative Requirements -

Douglas Hendry Children and Young People



APPENDIX 1

DEPARTMENT/SERVICE FINANCIAL RISKS 2021-22

2021-22
DEPARTMENT SERVICE TITLE OF RISK DESCRIPTION OF RISK MITIGATIONS ACTIONS IN PLACE FINANCIAL
LIKELIHOOD IMPACT
£000
Chief Executive's Unit Financial Services Sundry Debt Recovery Recovery of debt becomes more difficult to Robust monitoring of arrangements with 3 85

pursue in the current economic climate. debt collection agency. Joint working with
Legal Services to assist services with the
recovery of aged debt.

Chief Executive's Unit Financial Services



APPENDIX 1

DEPARTMENT/SERVICE FINANCIAL RISKS 2021-22

2021-22
DEPARTMENT SERVICE TITLE OF RISK DESCRIPTION OF RISK MITIGATIONS ACTIONS IN PLACE FINANCIAL
LIKELIHOOD IMPACT
£000
Executive Director Commercial Services Catering Costs — Changes to The Scottish Government reviewed the The implementation date of Easter 2021 is 100
Douglas Hendry Food and Drink in Schools regulations that govern the food and drinks unlikely to be changed and there is a need
Standards currently provided in schools. The proposed to work with Education colleagues to ensure

changes were published in June 2019, with a the maximum uptake of school meals in

revised implementation date of Easter 2021. The secondary schools is achieved. This is very

revised standards focus on reducing sugar, challenging given the reduction in

reducing red and red processed meat and secondary school meal uptake due to

increasing fibre There are likely to be cost COVID.

implications and an anticipated reduced uptake of

school meals. At this stage the cost implications

are uncertain and have been estimated at

£0.100m. The cost pressure will be from April

2021, but is likely to be worse than anticipated as

a result of coronavirus’ impact on food costs.
Executive Director Commercial Services Catering Purchases Increased supplier charges. This estimate does  Joint strategy with procurement colleagues
Douglas Hendry not include the additional risk to food cost and to reduce potential impact. Control food

uptake from the changes to food and drink
standards in schools.
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DEPARTMENT/SERVICE FINANCIAL RISKS 2021-22

DEPARTMENT SERVICE TITLE OF RISK DESCRIPTION OF RISK MITIGATIONS ACTIONS IN PLACE



APPENDIX 1

DEPARTMENT/SERVICE FINANCIAL RISKS 2021-22

2021-22
DEPARTMENT SERVICE TITLE OF RISK DESCRIPTION OF RISK MITIGATIONS ACTIONS IN PLACE FINANCIAL
LIKELIHOOD IMPACT
£000
Executive Director Development and Economic Planning fees reduced by Planning revenue budgets negatively affected by Maintain high levels of performance as 1 100
Kirsty Flanagan Growth Scottish Government Better Regulation Bill. Scottish Government articulated by performance markers
reducing planning fees due to poor performance  detailed in Planning Performance
by the Planning Authority. Framework annual report.
Executive Director Development and Economic Planning fee shortfalls Due to downturn in economic / building activity, Continue to monitor Development 3 100
Kirsty Flanagan Growth in particular renewable energy developmentand Management income and expenditure
other major developments could lead to planning tightly and investigate further income
fee income shortfalls leading to revenue budget  generation streams. Lobby Scottish
pressures. Ministers through professional
organisations to increase planning fees to a
sustainable level.
Executive Director Development and Economic Building Warrant fee shortfalls Due to downturn in economic / building activity, Continue to monitor Building Standards 3 75
Kirsty Flanagan Growth building warrant fee income shortfalls leading to  income and expenditure tightly and
revenue budget pressures. investigate further income generation
streams.
Executive Director Development and Economic Animal Health Carrying out livestock seizure to protect welfare of Monitor activity and seek to recover costs 1 20
Kirsty Flanagan Growth the animals from the disposal of the animals.
Executive Director Development and Economic Environmental Health- export  Downturn in requests for export certificatesasa  Monitor activity and continue to support 2 130
Kirsty Flanagan Growth certificates result of UK withdrawal from EU, changes to businesses through approvals, food safety

Executive Director
Kirsty Flanagan

Roads and Infrastructure
Services

Ferry Services - income

international trading agreements or business
economy

regulation engagement, and support at 3rd
country audits.
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DEPARTMENT/SERVICE FINANCIAL RISKS 2021-22

2021-22
DEPARTMENT SERVICE TITLE OF RISK DESCRIPTION OF RISK MITIGATIONS ACTIONS IN PLACE FINANCIAL
LIKELIHOOD IMPACT
£000

Executive Director Roads and Infrastructure ~ Winter Maintenance Adverse weather conditions which require greater Monitor weather conditions and apply
Kirsty Flanagan Services than budgeted number of gritting runs.
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