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(OPEN TO THE PUBLIC)
ITEM NO.




REPORT OF THE DIRECTOR OF ENVIRONMENTAL SERVICES


TO THE BUDGET COMMITTEE  

ON WEDNESDAY, 5th DECEMBER 2001 


SUBJECT: TRADING POSITION OF THE DIRECTORATE’S DSOs


RECOMMENDATIONS:

Members are requested to note the contents of the report 


EXECUTIVE SUMMARY :

The report provides details of the current position relating to the review of the trading position of the DSOs.


BACKGROUND DOCUMENTS :

Various working papers and reports.

(Available for public inspection)


CONTACT OFFICER :     Dave Tinker                  Tel. No.  793 2002        


WARD(S) TO WHICH REPORT RELATE(S)      None specifically


KEY COUNCIL POLICIES           2001/02  Revenue Budget


REPORT DETAIL

1.
INTRODUCTION 

1.1 Following consideration of the Revenue Budget Monitoring report in October, the Committee requested a report on the trading position of the Directorate’s DSOs.  Extensive work has been undertaken to analyse the trading positions. 

1.2 It is encouraging to note that, during this period of review and analysis, 3 of the DSOs, (Refuse Collection, Street Cleansing and Vehicle Management and Maintenance) are now trading profitably albeit adverse to budget. 

1.3 This is not the case with City Landscapes although ongoing work is indicating that circumstances outside the actual trading performance are giving rise to this return e.g. accurate costing of work done and income derived.  This is considered at 2.2.

1.4 The implementation of Single Status has had major effects on the DSOs trading positions and their ability to meet projected surpluses.  The directorate identified at the beginning of the current financial year that the impact, across its DSOs, could be as much as £100,000.

1.5 The recent analysis is indicating that this may well be an underestimate due, not only to the reduced resource attributable to 3 days additional annual leave and Carers leave, but also to the lost opportunity cost of attracting income during these absences.

1.6 This is a particular problem with City Landscapes and Vehicle Management and Maintenance where there is not an approved Council policy in place, agreed with the Trade Unions, to maintain productivity through the use of agency staff.  However, it must be borne in mind that the use of agency staff in Refuse Collection and Street Cleansing, to support Single Status, in itself may have a cost beyond the available budget built into the CCT contracts at the outset to provide a spare labour pool. 

1.7 It is intended, within the next 2 cycles, to bring a detailed report on the financial impact of Single Status on each of the DSOs.

1.8 The introduction of commitment accounting, following the implementation of the SAP system, has led to the development of more accurate profiling of expenditure and to the use of accruals to more accurately represent the trading position. This process is still in the early stages and is, therefore, questionable in certain budget heads at this time.

2 DETAILS
2.1 The specific review and analysis of the individual budgets has resulted in the ongoing considerations, or resolution of issues, highlighted below arising from the current trading positions.

2.2 City Landscapes

· Outstanding invoicing for certain works 

· Perceived low value of indexing being reviewed

· Identification of errors in cost accounting

· Allocation of expenditure to appropriate budgets

· Review of supervisory and other overheads following service development changes such as the Co-ordinator approach

· Inaccurate completion of timesheets distorting costing and income

· Contract losses which are being reviewed to determine the effects on human resource needs

2.3 Vehicle Management and Maintenance

· Vacancies and sickness levels giving rise to the need to sub-contract work at premium rates

2.4 Refuse Collection

· The fundamental changes to service delivery introduced in May resulted in projected savings of £150,000 per year.  This saving has been taken into account in the current year’s budget.  The costs of reorganisation of the service were front end loaded whilst the income is chargeable equally through the year.  Consequently the early trading statements were reflecting these costs whilst the savings were expected to be realised later in the financial year.

· Current trading position is now developing as expected

· Effective targeting of agency staff to meet service demand is being reviewed and may require a realignment of the labour budgets between Refuse Collection and Street Cleansing with no additional overall cost.

· Effects of the substantial rise in vehicle fuel costs in the last 2 years has adversely affected the trading position.  Refuse Collection vehicles normally average 2 to 3 miles per gallon.

2.5 Street Cleansing

· Need to reallocate certain costs from Street Cleansing to Refuse Collection and City Landscapes

· Need to reconfigure certain budget heads following reinvestment of savings from VERs into service improvements

3 SUMMARY
3.1 The work undertaken so far has involved senior management, outstationed accountancy staff and service managers in reviewing the trading positions and budgets.  This work is still ongoing with wide ranging enquiries being made.

3.2 Service managers with accountancy support are drilling down in detail into individual budget heads and processes to ensure that data can be provided accurately and in a timely manner with the intention to ensure that up to date financial information will be readily available to enable key operational and budgetary decisions to be made.

3.3 A further objective of the exercise has been to ensure that the findings of this comprehensive review are built into normal daily approaches to managing the services and their finances and reporting results. 

3.4 As Stated previously further detailed financial analysis mentioned in this report will be presented to the next meeting of this Committee

4.
RECOMMENDATIONS

4.1   Members are asked to note the contents of the report.

ML Jassi

Director of Environmental Services
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