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1. PURPOSE OF REPORT 

1 .1 .  This report advises Committee on the overall financial position of Environmental Services 
for the period Is' April 2008 to 2"d January 2009. Variances are reported for both year to 
date and projected outtum, with major outtum variances being highlighted and explained. 

2. EXECUTIVE SUMMARY OF FINANCIAL POSITION 

2.1. The Service is currently projecting a year end deficit of f895,847, a favourable movement 
of f 103,681 from the position previously reported for period 9. This movement is primarily 
attributable to a reduction in projected fuel costs. Fuel costs are re-forecast every four 
weeks, with latest projections showing a decreasing trend in fuel prices. An analysis of 
variances at both divisional and subjective level are provided in Appendices 1 and 2 
respectively. 

2.2. The Trading Accounts are projecting surpluses totalling f983,419, which are in line with 
budget. 

3. CORPORATE REVIEW OF EXPENDITURE 

3.1. Due to the currently volatile nature of energy, the Council (through the Scotland Excel 
contract) extended its existing energy contracts to 31st March 2009, resulting in electricity 
and gas tariffs increasing by an average of 45% and 55% respectively across the Council 
in the current financial year. In comparing projected energy costs with base budgets, this 
Service is likely to incur additional cost pressures of around f115,413 in the current 
financial year. 

3.2. There is a possibility that the Service will incur a Landfill Allowance Scheme (MS) penalty 
currently estimated at f200,OOO. This forecast is based on current tonnage projections, 
incorporating results from the Recycle for Good Scheme, and the present LAS penalty 
scheme. However, it must be noted that the final penalty levied is at the discretion of the 
Scottish Government, who have presently suspended the current scheme whilst its merits 
are reviewed. This potential overspend has therefore been omitted from these accounts. 



3.3. 

369,113 Under 

The current winter period is more severe than in recent years, with cold weather 
conditions resulting in increased expenditure on gritting activities. It is therefore 
anticipated that the Service will require to utilise part of the ‘Severe Winter Contingency 
Fund’ for the first time since inception, in addition to funding the expenditure within 
existing roads budgets. The Service has successfully built up this contingency over the 
past few years to the maximum f600,OOO ceiling level, as approved by Committee on 12’h 
December 2001. The cost of winter maintenance activities will continue to be reviewed as 
winter progresses, and this information will be included within future monitoring reports. 
Any funds not used from the Contingency will be carried forward into the next financial 
year. 

Employee Vacancy Savings Partially 
offset by Service Incurred Redundancy 
costs 

3.4. All Services are required to take relevant management action, including minimizing areas 
of “non-essential” expenditure, to ensure that the Council is able to lessen the impact of 
these additional cost burdens on existing budget provisions. Details of this Services’ 
proposals for managing these additional obligations are highlighted in section 5 of this 
report. 

(36,995) Over 

4. EXPLANATION OF MAJOR OUT-TURN VARIANCES 

Employee Cost Pressures relating to 
Revised Pay and Grading Model, 
Partially offset by Vacancy Savings 
and Additional Income. 

4.1. Appendices 1 and 2 outline the Services’ performance against budget; however a 
summary of the major variances within each division is outlined within table 1. 

(236,837) Over 

4.2. Service Overview 
TABLE 1 

I I 

Street Lighting Electricity, 
Underrecovery in Inspections and 
Advertising income. 

I Service Division I Outturn Position (fs) I Analysis I 

Protective Services 

Trading Accounts 

Totals 

110,885 Under Employee Restructure and Vacancy 
Savings 

0 OnTarget 

(895,847) Overspend 

I Land Services I (267,111) Over I Fuel Price Increases I 

~ -~ 

Underrecovery in Planning and T Building Standards Fee income. 
Planning 

Roads & 
Transportation 

5 COST PRESSURES AND MANAGEMENT ACTIONS 

5.1 The Service is experiencing several significant cost pressures due to the current global 
economic conditions. These include:- 



5.2 

5.3 

5.4 

5.5 

5.6 

5.1.1 

5.1.2 

5.1.3 

5.1.4 

An anticipated decrease in Planning and Building Standards application 
numbers, a trend evident in authorities across the Country. As a result fee 
income is currently projected to under recover by f 949,000. 

Increasing Energy Tariffs, as described in paragraph 3.1 above, with costs 
projected to be f 1 1  5,413 above base budget. 

Overspends in vehicle fuel budgets of f19,421, primarily attributable to price 
increases of 15% in the current financial year. Management have generated 
savings, through the action described in paragraphs 5.6 and 5.7 below, to largely 
offset this cost pressure. The payment to contractor line within cleansing and 
parks is also currently over budget by f210,OOO due to current year fuel 
increases, with action continuing to be taken in the coming months to minimise 
this overspend. 

Inflation applied to roads contracts is f943,OOO higher than budgeted in the 
current year. Management have reviewed the allocation of work issued to Amey 
Roads North Lanarkshire (ARNL) and other contractors to ensure spend remains 
within existing budgetary provision. This has included redefining priorities such as 
reducing infrastructure renewals work, which contributes to the Service’s 
Statutory Performance Indicators, in order to ensure sufficient funds remain to 
undertake essential repairs and cyclical maintenance works e.g. winter. The 
Service has also absorbed f208,OOO of general contract inflation within the 
current year. 

The Service also continues to incur additional expenditure in respect of their contribution 
to costs associated with implementing the revised pay and grading model. Presently, 
f226,074 relating to this is absorbed within the current year‘s budget. The 2008/2009 
Employee Pay Award is also incorporated within the projected spend, with costs being 
f 167,000 higher than budgeted. This cost pressure is partially offset by industrial action 
savings. 

The Service has also incurred redundancy costs of f589,437 to date under the ’spend to 
save’ initiative. f420,OOO of these costs will be funded corporately from the Change 
Management budget, with the remaining f 169,437 incorporated within the Service’s 
projected spend. Additional one-off redundancy costs, which can not be quantified at 
present, are anticipated within the current financial year, as the next phase of the 
Service’s structural review programme is presented to Committee for approval. 

Historical budget issues have also resulted in anticipated overspends in Planning 
professional fees (f220,000), Advertising Costs (f 133,958), Transportation costs and 
cleansing tipping / sweeping / cleaning charges (f244,000) and an underrecovery in 
Cemeteries and Booking M ice  Activity Income (f 132,000). Significant cost pressures are 
also being experienced within the Janitorial Service area (E 16?,000), and Contaminated 
Land budget (f75,OOO). These costs are being largely offset through underspends 
elsewhere in the Service. 

A projected underrecovery of f325,100 in Roads Inspection and Advertising Income is 
also anticipated, partly due to historical budget pressures. A reduction in construction 
consent and damage only claim work has also contributed to this underrecovery, with a 
compensating underspend of f 150,OOO in Roads Contractor budgets. 

Management action taken to largely offset these significant cost pressures includes the 
continual management review of vacancy levels and appointments, including the close 
monitoring of casual and seasonal employees in line with service demand in areas such 



as parks. Employee cost savings are also being achieved as the Service progresses the 
implementation of its structural review programme. Savings identified to date in respect of 
the management of employee costs total E 1,900,000. 

5.7 Savings of f163,OOO have also been achieved through a reduction in cleansing gate fees, 
due to a combination of lower fee rates and the higher than anticipated efficiency of the 
Recycle for Good Scheme. Additionally, savings in public analyst fees, totalling f94,000, 
have been generated as a result of less environmental samples being required. Further 
savings, in excess of f 100,000, have also been identified through minimising areas of non 
essential spend, and the rationing of plant, materials and equipment. 

6 FINANCIAL CONCURRENCE 

6.1 The Executive Director of Finance and Customer Services concurs with the financial 
information contained within this report. 

7 RECOMMENDATIONS 

7.1 It is recommended that the contents of this report be noted. 

Paul J u kes 
EXECUTIVE DIRECTOR OF ENVIRONMENTAL SERVICES 

Local Government Access to Information Act: for further information about this report, please contact 
Robert Colquhoun, Business Service Manager (Finance and Technology Solutions) on 0141 304 
1921. 
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Appendix I 

Employee Vacancy Savings patially offset by Service incurrec 
redundancy costs. 

Overspends in fuel, Cleansing hire costs, infrastructure and 
other project costs, training and consultancy costs, and 
payments to contractor. These overspends are largely offset 
by savings in employee costs and gate fees, coupled with 
additional rechargeable income. 

Employee Cost Pressures relating to Revised Pay and 
Grading Model, Partially offset by Vacancy Savings and 
Additional Income. 

Underrecovery in Planning and Building Standards Fee 
income I Anticipated overspend in Professional fees. These 
overspends are partially offset by employee vacancy savings 

Overspends in Street Lighting Electricity costs, Street Name 
Plates, and School Crossing Patrol Service coupled with a 
projected underrecovery in Inspections and Advertising 
income. These overspends are partially offset by employee 
vacancy and contractor savings and an overrecovery of 
income from Duntilland Quarry and Equipment Hire. 

Employee Restructure and Vacancy Savings, coupled with 
Savings in public analyst fees. These are partly offset 
overspends in contaminated land and pest control fees. 

ENVIRONMENTAL SERVICES COMMllTEE - 
.INE 
NO. 
(1 ) - 
1. 

2. 

3. 

4. 

5. 

6. 

- 
7. 

- 

DESCRIPTION 

(2) 

DIRECTORATE 8 SUPPORT 

LAND SERVICES 

FACILITY SUPPORT 

PLANNING 

TRANSPORTATION 

PROTECTIVE SERVICES 

NET EXPENDITURE 

BUDGET 
TO DATE 

(3) 

f 

(966,951 

33,745,33: 

1.575,85 

1,221,Ol 

18,098,311 

4,906.76 

58,580,32 

ACTUAL 
TO DATE 

(4) 

f 

(1,550,043; 

33,424.576 

1,562,712 

2,139,47? 

18,311,941 

4,742,6711 

58,651,33€ 

~~~~~ 

YEAR TO DATE 
VARIANCES 

(5) 

f 

583,092 

320,755 

(6,865) 

(918,460) 

(21 3,630) 

164,091 

Underspend 

Underspend 

Overspend 

Overspend 

Overspend 

Underspend 

(71,017) Overspend 

ANNUAL 
BUDGET 

(6) 

f 

50,500,19 

2,034.31 

4.635,23 

32.293,26 

7,117.84 

96.580,86 

'ROJECTEC 
OUlTURN 

(7) 

f 

(369.1 1: 

50,767.30 

2,071.31 

5.470,13 

32.530,lO 

7,006,96 

97.476,70 

PROJECTED OUTTURN 
VARIANCE 

(8) 

f 

369,113 

(267,111) 

(36,995) 

(834,902) 

(236,837) 

1 10,885 

Underspend 

Overspend 

Overspend 

Overspend 

Overspend 

Underspend 

(895,847) Overspend 

ANALYSIS 

(10) 
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% 
(9) 

% 

2.0% 

26.8% 

-1.2% 

-8.5% 

-5.1% 

0.2% 

- 
INE 
40. 
(1) - 
1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

10. 

11. 

- 
- 

- 
12. 

- 

ANALYSIS 

(10) 

Turnover savings, partially offset by Service incurred 
Redundancy costs. 2008/2009 Employee Pay Award is 
partially offset by industrial action savings. 

Cleansing and Grounds Maintenance Recharges, Energy 
Price Increases,Street Name Plates and Project costs 
recovered in income. 

Additional payments to contractor to cover increasing fuel an 
energy costs, Street Lighting Electricity costs, Additional 
Infrastructure Improvement Project Work fully recovered in 
income. Partially offset by savings in cleansing gate fees. 

Fuel price increases, coupled with additional work and hire 
costs which are fully recoverable 

Professional fees, Public notices advertising and training co: 

Savings in Roads Contractor budgets and public analyst fee: 
partially offset by overspends in contaminated land, PEST 
control costs, and Citizen Advice Bureau payments. 

DESCRIPTION 

EMPLOYEE COSTS 

PROPERTY COSTS 

SUPPLIES 8 SERVICES 

TRANSPORT 8 PLANT 

ADMINISTRATION COSTS 

PAYMENTS TO OTHER BODIES 

CAPITAL FINANCING COSTS 

OTHER EXPENDITURE 

TOTAL EXPENDITURE 

INCOME 

NET EXPENDITURE 

BUDGET 
TO DATE 

(3) 

f 

30,359,671 

1,941,77 

29,003,47 

2,995.43 

6.226.70 

13,778,81 

585,25 

74.15 

84.965,28 

26.384,96 

58,580,32 

ACTUAL 
TO DATE 

(4) 

f 

29,333.48 

2,453.10 

28.920,37 

2,992.64 

6,498,12 

13.766,06 

58525 

75,41 

84,624,40 

25.973,14 

58,651,33 
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YEAR TO DATE 
VARIANCES 

(5) 

f 

1,026,185 

(51 1,334) 

83,094 

2,787 

(271,418) 

12,750 

0 

(1,256) 

Underspend 

Overspend 

Underspend 

Underspend 

Overspend 

Underspend 

Underspend 

Overspend 

340,808 Underspend 

(41 1,825) Under-Recovery 

(71,017) Overspend 

ANNUAL 
BUDGET 

(6) 

f 

39,848,255 

2,914,662 

41,934,544 

4,201.981 

12,926,019 

19,770,431 

10,131,141 

4,719,907 

136,446,94(1 

39,866,078 

96,580,862 

PROJECTED 
OUTTURN 

(7) 

f 

39,062,353 

3,695,634 

42,442,190 

4,559.780 

13,591,145 

19,734,607 

10,131,141 

4,728,497 

137,945,361 

40,468,651 

97,476,70E 

PROJECTED OUTTURN 
VARIANCE 

(8) 

f 

785.902 

(780.972) 

(507.654) 

(357,807) 

(665,126) 

35.824 

0 

(8,590) 

Underspend 

Overspend 

Overspend 

Overspend 

Overspend 

Underspend 

On Target 

Overspend 

(1,498,421) Overspend 

602,574 Over-Recovely 

(095,846) Overspend 

Appendix 2 

I 0.0% 

-0.2% 

-1.1% 1 
a l n c r e a s e  income from Service provision an infra2 ucture 

repaidregeneration project income partially offset by an 
underrecovery in planning, building control and roads fee 
income. I 

-0.9% I 


