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4.1 

Purpose 

The purpose of this report is to reconsider the classification of the current 
Trading Accounts within Regeneration and Environmental Services, as 
defined by the Local Government in Scotland Act 2003, in light of new Local 
Authority (Scotland) Accounts Advisory Committee (LASAAC) guidance. 

Background 

Six Trading Accounts were initially established within North Lanarkshire 
Council in 2003/04 in response to the Local Government in Scotland Act 
2003, with one subsequently transferred as part of the formation of North 
Lanarkshire Leisure. This exercise was then reviewed for the five remaining 
Trading Accounts in 2005 and the result to ‘remain within the classification of 
Trading Accounts’ was advised to the Best Value Corporate Working Group. 

The assessment of Trading Accounts classification is based on significance 
parameters that were set corporately following the introduction of the 2003 
Act. 

LASAAC Guidance on Trading Accounts 

There is now a new LASAAC paper, which has been formally approved, 
providing recommendations to amend the LASAAC guidance. These 
recommendations stipulate “The identification of an STO should focus 
only on those services or activities which are external to the ‘single 
entity’ local authority and which are not statutory in nature. Externally 
provided services should be separated out and any cross-subsidisation 
identified.” This change gives clearer guidance on Statutory Trading 
Accounts, and makes it easier to determine that the majority of current 
activities do not need to continue to be treated as Trading Accounts, as long 
as the Council can demonstrate Best Value in their operations. However, this 
guidance therefore still leaves the potential requirement for the preparation of 
trading accounts for external trading. 

Findings 

There are a number of ways that Best Value is shown for each of the 
Services, and examples include the reporting of Corporate ‘Key Performance 
Indicators’ (KPl’s), Service Performance Indicators (SPl’s), and monitoring 
performance through ‘APSE Performance Network benchmarking’. Best 
Value is being monitored as part of the Council’s current performance 
strategy, without the requirement for separate Trading Accounts. 
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6.1 

Appendix 1 sets out the external trading income of the Council’s Trading 
Accounts and a summary of the results of the test of significance applied 
against this activity. As more than 50% of the test criteria questions give a 
positive outcome, the conclusion is that the external trading activity is 
considered to be significant and should remain as a separate statutory 
Trading Account. Based on 2013/14, this Trading Account will have 
budgeted income of f5.2M. 

The Trading Accounts currently recharge other Council departments for 
services provided by means of a general ledger journal or inter-departmental 
account being raised. In order for the full cost of service to be captured, 
budget holding departments will still continue to receive these recharges from 
Regeneration and Environmental Services regardless of Trading Account 
status. 

Next Steps 

If the internal activities of the current Trading Accounts are transferred from 
Trading to Non-Trading, it will be necessary to establish revised reporting 
arrangements and quality assurance arrangements. 

As the external trading income activity is sizeably reduced in comparison to 
current Trading Account income, the remaining activity can be combined into 
one new Trading Account. This new Trading Account would have to comply 
with the statutory requirement to break-even over a rolling three year period. 

For budget monitoring purposes, non-trading activities would be included 
within the overall Regeneration and Environmental Services revenue 
monitoring report. For this to happen, the ledger structure will have to be 
revised to ensure that all applicable costs are included within the main 
Regeneration and Environmental Services ledger and also to remove any 
internal double counting related to the Client / Contractor elements for internal 
trading activity. Recharging for external trading activity will continue in line 
with existing arrangements. 

In their current form, the trading reports and some Client / Contractor journals 
would have to be modified to cater for reporting on the new Trading Account. 
A single report will be required to report upon the overall financial 
performance of the new Trading Account. However, given the diverse nature 
of the services provided within the new Trading Account, the format of the 
report will be developed to allow for the performance of each of the 3 distinct 
activities to be detailed. This will provide scope for the diverse activities to 
operate, be managed separately, and reported upon, but will reduce the 
reporting requirements from 5 current separate Trading Account reports to a 
single report. 

Recommendations 

It is recommended that Committee: 

6.1.1 Approve the removal of the Trading Account classifications for the 
existing Trading Accounts (Catering, Building Cleaning, Waste 
Management, Fleet Operations and Land Management). 
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6.1.2 Approve the creation of a single combined Trading Account to monitor 
and report upon the external trading activity of the Council (Building 
Cleaning, Waste Management, Fleet Operations). 

6.1.3 Note that the changes outlined in this report should be implemented as 
part of the 201 4/15 budget setting process, with work starting now to 
set up the financial ledger to meet future requirements. 

PAUL JUKES 
EXECUTIVE DIRECTOR OF REGENERATION AND ENVIRONMENTAL 
SERVICES 
Local Government Access to Information Act: for further information about this 
report, please contact Robert Colquhoun, Business Service Manager, Finance & 
Technology Solutions 01236 632444 
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Appendix 1 

The table below details the results of the external elements of the trading operations 
when applied to the tests of significance. 

Test 
Does the size of turnover of 
the trading operation relative 
to the net revenue budget 
warrant separate 
accountability? 

Is the trading account 
important in demonstrating 
service improvement and the 
achievement of targets? 
Is the authority exposed to 
the risk of service or 
reputational loss in carrying 
out the operation? 

Is the risk of financial loss to 
the authority exposed in 
carrying out the operation? 

Are the service areas likely to 
be of interest to key 
stakeholders and their 
needs? 

Answer 
No 

Yes 

Yes 

Yes 

Yes 

Details 
The Council’s former Research and 
Development team issued a questionnaire to 
the relevant services stating that if the turnover 
of trading operations is in excess of 5% of the 
Council’s net operating expenditure then this 
warranted separate accountability. In a report 
to CMT in 2004, it was suggested the figure 
should be 1 ?Ao of net revenue expenditure. 

For 2013/14, the budgeted turnover of the 
external element of the trading accounts is 
f5.239m, with council operating costs 
excluding capital financing costs totalling 
f1,102.lm equating to 0.48% of trading 
turnover to council costs. This means that 
neither the 5% nor the 1% barrier has been 
breached. 

The trading accounts currently report KPls via 
APSE performance network and through 
SOLACE, where applicable, in the future. They 
should also be subject to best value reviews. 
All the trading operations carry a risk of 
reputational loss. If the Council trading 
operations do not provide its external clients 
with a good service then reputational damage 
will follow. 

There is also a service risk, for example 
regarding transactions with the Council’s joint 
venture companies. For example Fleet hire out 
vehicles to Morrisons, Saltire and Amey who 
provide housing and property maintenance, 
gas heating works and road and lighting 
maintenance respectively. Without reliable 
transport there is a risk these works would not 
take place. 
Environmental Services have largely achieved 
the budgeted surplus for the trading accounts 
in recent years, when internal and external 
trading has been combined. If trading was 
external alone, there is a risk external clients 
could go elsewhere to receive the service. 

The external trading operations provide key 
services direct to residents (such as street 
cleaning and waste pick up for individuals) and 
in supporting services such as waste disposal 
and providing transport for the Council’s joint 
venture partners. 
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Appendix 1 (continued) 

The table below details the external element of the Council’s trading accounts. 

Trading 
Account 
Fleet 
Building 
Cleaning 
Waste 
Management 
Total 

201 2/13 f m 

Actual 
External 
2.485 

1.336 

1.543 
5.364 

Total 
Actuals 
15.671 

8.387 

15.241 
39.299 

External 
Income as 
% of Total 
Income 
16.18 

15.92 

10.12 
13.65 

2 

Budget 3 
External 
2.336 

1.263 

1.640 
5.239 

13/14 f m  

Budget 
Total as % of 

8.196 I 15.41 

5 5  


