
 

 

 

 

 

 

 

 

 

 

 

Local Government  

Budget Outturn 2018 

 

CFP Report no. 4/2019 

 

 Lisbon, 16 May 2019  

Executive Summary 



EXECUTIVE SUMMARY 

The Portuguese Public Finance Council once again publishes its biannual analysis of Local 

Government budget outturn, in cash flow terms, a process that began in April of this year. 

The aim of this new series of publications is to bring greater transparency to Local 

Government accounts, as is the case with General Government as a whole. To a better 

understanding of the report without consulting previous reports, a Box was included on the 

applicable budgetary rules, in particular regarding the total debt rule of municipalities. A 

more complete version of this information will be available in the Boxes section on the CFP 

website. 

According to the preliminary budget outturn in public accounts terms, the overall balance for 

municipalities as a whole in 2018 was 447 M€ which was a drop of 27 M€ compared to 2017. 

This evolution differs from the trajectory initially expected by the Ministry of Finance (MF) in 

the State Budget for 2018 (SB/2018) for Local administration (a surplus of 948 M€), 

subsequently revised downwards in the State budget proposal for 2019, for less than half 

that value (407 M€). 

The municipalities’ revenue grew less than anticipated in the SB/2018. Despite favourable 

developments in tax revenues, transfers received by municipalities were below the provisions 

of the SB/2018 (by 708 M€). To this result the main contribution was the difference in EU 

transfers to municipalities (justifying about half of the difference noted). As for the tax 

revenue, although the IMT evidenced a higher than expected increase, the lower than 

expected growth of IMI, as well as the reduction of the revenue of the municipal surtax 

(derrama in Portuguese), led to a lower than expected increase of tax revenue. 

On the expenditure side, the capital expenditure (where investment is included) was quite 

short of what was expected in the SB/2018. This deviation allowed to accommodate the 

growth of municipal primary current expenditure, which exceeded the predicted in the 

SB/2018 as a result of the increase of compensation of employees’ expenditures. 

The unpaid expenditure of the municipalities will have increased slightly in 2018 (by 10 M€), 

with the increase of non-financial liabilities, despite the decrease of the accounts payable (-

50 M€) and the arrears (-10 M€), two aggregates that constitute subsets of the first. As 

regards the overdue debt and arrears, despite the overall improvement in the reduction of 

arrears, there were individual cases of worsening financial situation, with two municipalities 

showing increases of more than 1 M€ in arrears from the beginning of 2018. 

The total municipal debt subject to the legal limit declined in 2018: excluding non-budgetary 

debts and the exceptions legally allowable there was a reduction of 470 M€ in 2018. Based 

only on this indicator, 24 of the 308 municipalities were above the total debt limit on 

December 31, 2018, which constitutes an improvement over the 28 municipalities in this 

situation at the end of 2017. However, some cases of worsening of the financial situation are 

recorded. The average payment period remained substantially at the same level as in 

December 2017, in line with the 30-day general rule for the payment of commercial 

transactions. 

https://www.cfp.pt/en/publications/general-government-sectors/local-government-budget-outturn-2017
https://www.cfp.pt/en/boxes

