Introduction to Council Finances

Income and Expenditure Statement

	OPERATING INCOME


	
	Actual YTD
	Budget YTD
	Variance
	%

	Rates
	 $            100,000.00 
	 $200,000.00 
	-$100,000.00 
	50%

	Fees and charges 
	 $              50,000.00 
	 $  20,000.00 
	 $   30,000.00 
	250%

	Grants 
	 $            500,000.00 
	 $600,000.00 
	-$100,000.00 
	83%

	Interest income
	 $                5,000.00 
	 $    5,000.00 
	 $               -   
	100%

	TOTAL OPERATING INCOME
	 $            655,000.00 
	 $825,000.00 
	-$170,000.00 
	79%

	OPERATING EXPENSES

	Employee expenses
	 $            300,000.00 
	 $200,000.00 
	 $ 100,000.00 
	150%

	Lease expenses
	 $              50,000.00 
	 $  50,000.00 
	 $               -   
	100%

	Telephone and IT
	 $              10,000.00 
	 $  10,000.00 
	 $               -   
	100%

	Motor vehicle expenses
	 $                3,000.00 
	 $    3,000.00 
	 $               -   
	100%

	Materials and contracts
	 $            100,000.00 
	 $  50,000.00 
	 $   50,000.00 
	200%

	Elected member allowances 
	 $                5,000.00 
	 $    5,000.00 
	 $               -   
	100%

	Local authority allowances
	 $                           -   
	 $    2,000.00 
	-$    2,000.00 
	0%

	Interest expenses
	 $                3,000.00 
	 $    3,000.00 
	 $               -   
	100%

	TOTAL OPERATING EXPENSES
	 $            471,000.00 
	 $323,000.00 
	 $ 152,000.00 
	146%

	OPERATING SURPLUS/DEFICIT (Income - Expenses)
	 $            184,000.00 
	 $502,000.00 
	-$318,000.00 
	273%




In the income and expenditure statement example, there are a number of areas which vary or are different from the budget. 

Early in the year there is likely to be more of a difference (variance).   Money is not spread evenly over the year.  It is sometimes hard to know when grant money and bills will come in.  But usually costs such as rent and salaries will remain about the same.  

If the organisation has suffered a loss or is in deficit then this should be explained or you should ask questions.

At the end of the year money received (income) and money spent (expenditure) should line up closely to the budget.

It is important to watch for areas where the income is lower than expected (in this case grants and rates). However sometimes grants are slow to come into the bank.  Or it may be that people have been given longer to pay their rates because of the impacts of COVID-19, or that they are just late.  

It is also important to check if expenses are higher than expected. In this case materials and contracts have gone over the budget but there is often a lot of expenditure early in the year to get things underway.  

Also we can see employee expenses have gone over the amount expected in the budget – ask why this is so – maybe employees taking a lot of leave in August and leave loading is being paid or blocks of leave is being paid in advance or it could mean there was a need to pay more overtime to get important projects completed.  

[bookmark: _GoBack]Also note that there has been no expenditure for Local Authority allowances this month.  Why is this?  Does this mean that Local Authorities didn’t meet?
