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Purpose of Report 

This report advises the Environmental Services Committee on the overall financial position of 
the Catering Trading Account for the period I" April 2010 to 4'h March 201 1. Variances are 
reported for both year-to-date and projected outturn, with major outturn variances being 
highlighted and explained. 

Summary of Financial Position 

The service is currently projecting a year-end surplus of f382,774, which is f62,985 higher 
than budget. The reason for this increased surplus is the reallocation of the projected 
underspend of the Services' support function. This underspend is deemed to be outwith the 
Facility Support Service managers' control and cannot be spent. Additional details regarding 
budget variations are outlined in paragraph four below, and the appendix to this report. 

Risks and Uncertainty 

Although risks are inherent in any financial planning and monitoring process, the current 
economic climate has the potential to impact upon the council's ability to provide services 
within its existing budgetary provision. 

There currently are no significant risks relating to the Catering Trading Account which are 
likely to impact upon the overall financial position of the service. This position will continue to 
be reviewed during the remainder of the financial year. 

Major Variations from Budget 

A summary of the major variances provisionally identified at year-end within each division is 
outlined within table 1 below. 

The service is experiencing the following cost pressures and operational issues: 

4.2.1. Extreme weather conditions during December resulted in the loss of a significant number 
of trading days through the closure of schools and leisure premises. The impact of this 
on both income and expenditure is shown within the accounts. 

4.2.2. Food prices continue to rise, with the latest available national statistics showing an 
annual rise of 6.3% on food groups as at January 201 1. As an example of how this 
impacts on the service, a recently concluded contract negotiation between Scotland 
Excel and Brakes on frozen food items (effective from March 2011) returned price 
increases of 12.74%; a potential annual increase of f64,500 based on current 

continue to monitor price rises to determine the 
expenditure on food ingredients is currently 

purchasing levels. The service 
impact on service delivery. 
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projected to be lower than budget by f395,OOO as a result of reduced activity within 
Social Work catering, commercial operations, and school meal numbers impacted by 
adverse weather conditions. 

4.2.3. Employee costs overall are projected to be lower than budget by f298,000, however this 
is partly activity based and is offset by associated income being lower. This reflects 
reduced recharges to Social Work for catering costs within residential homes, and paid 
school meal numbers being lower than budget as a result of a reduction in the uptake of 
paid meals in secondary schools. Management review manpower levels based on 
current uptake levels. 

4.2.4. The implications of the Motherwell Theatre closure result in a projected overspend of 
f 159,000 in relation to an under-recovery of income due to the closure. This overspend 
is offset by savings such as employee costs and food purchases elsewhere within the 
catering accounts. 

4.2.5. The Schools (Health Promotion and Nutrition)(Scotland) Act 2007 continues to have a 
significant impact on school meals income. To address this, a ‘meal deal’ initiative for 
lunchtimes was rolled out to secondary schools in advance of the new school term in 
August 2010. This is having a positive impact on secondary school paid lunchtime meal 
uptake and will continue to be reviewed to assess effectiveness. There is evidence that 
uptake is increasing at lunchtime but reducing at breakfast and the morning break. 
Overall, secondary school total meal uptake from August to February 2011 is 35.24% 
compared to 33.86% for the same period in 2009; an increase of 1.38%. 

The Catering Trading Account budget incorporates a staff turnover requirement of f292,241, 
equivalent to 15.69 FTE staff. At period 12 there are currently 29.76 FTE vacancies within 
the Service, with an associated annual gross saving of f474,225, all of which were outwith 
the natural recruitment process and can therefore be categorised as being part of the 
management action taken to ensure that the service remains within existing budgetary 
provision. Existing vacancies are covered by other employees undertaking additional hours 
to fulfil ongoing resource requirements in line with income levels, where required. 

Management Actions 

Management are continuing to monitor vacancy levels and assess the necessity for new 
appointments. Sickness absence and overtime levels are also being monitored in 
accordance with the Council’s policy. A policy of self cover for sickness absence in the 
majority of premises is in operation and only essential overtime is authorised. 

Management action is also being taken to ensure spend remains within budget, through 
maximising income sources and minimising non essential expenditure. 

Financial Concurrence 

Prepared in accordance with the Scheme of Financial Delegation, the financial information 
contained within this report has been agreed with the Head of Financial Services. 

Recommendations 

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

PAUL JUKES 
Executive Director of Environmental Services 
Local Government Access to Information Act: fT@rther information about this report, please contact 
Robert Colquhoun, Business Service Manager Finance & Technology Solutions 0141 304 1921 
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ANALYSIS 
(10) 

Lower employee costs within welfare catering ( f m )  due to reduced 
activity. Employee costs within education catering projected to be 
lower (U1 1 k) due to lower illcome and production efficiendes. 
Commercial Operations employee costs higher by (f48k) as a result 
of addtjonal income at some units. 

Projected overspend on deaning materials. 

Lower expenditure within weifare catering ( f a )  due to reduced 
aclivity. Expenditure within Commercial Operafions lower (f80k) duc 
to Motherwell Theak dosure. Expenditure within education caterit? 
lower (f296k) in line with reduced paid meal numbers mainly causec 
by adverse weather. 

Fuel and leasing costs projected to be higher than budget 

Reduction in Suppolt Services ovehead charge and training costs. 

Reduced school fund payments due to vending income fall 

DESCRlPTlON 

(2) 

9,591,089 

232,657 

5,009,057 

634,592 

2,598,739 

34,445 

7,205 

23,692 

40,598 

EMPLOYEE COSTS 9,202,620 

261,917 

4,570,266 

662.250 

2,507,595 

8,650 

7,205 

23,692 

93.000 

PROPERTY COSTS 

SUPPLIES &SERVICES 

208.190 

4,326,118 

TRANSPORT & PLANT 

ADMINISTRATION COSTS 

159.51 

3,691,K 

PAYMENTS TO OTHER BODIES 

REVENUE FINANCING COSTS 

CAPITAL FINANCING COSTS 

OTHER COSTS 

TOTAL EXPENDITURE 18,082,074 17,340,194 

INCOME 

NET SURPLUSI(DEFIC1T) 

741,880 Underspend 

T 
8.895.53: 8,633,K 

585.687 

2,291 ,I 30 

29,165 

0 

4,787 

559,o 

253.3 

7.2d 

15.a + 16,378,090 15,410,5! 

37,476 

15,842,109 14,536,71 4 (535,981) (873,8C 

YEAR TO DATE 
VARIANCES 
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262,134 

48,680 

634.711 

26,671 

37,741 

21,921 
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(10,911) 

(53,412) 

Underspend 

Underspend 

Underspend 

Underspend 

Underspend 

Underspend 

On Target 

Overspend 

Overspend 

967,536 Underspend 

(1,305,361) Under-Recoveq 

(337,825) Overspend 

VARIANCE 

f f f 

298,469 

(32,260) 

438,791 

(27,658) 

91,144 

25,795 

0 

0 

(52,402) 

Underspend 

Overspend 

Underspend 

Overspend 

underspend 

Underspend 

Overspend Additional spend projected in relation to implementing meal deal 
schemes into secondary schools. 

Lower i n m e  within Commercial Operations (f225k) mainly due to 
Motherwell Theatre dosure. Lower income within wdfare catering 
(f94k) due to reduced activity. Education catering income lower 
than budget due to the impact of adverse weather (UOOk) and paid 
meal uptake being lower than budget (f159k). 


