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1. Purpose of Report I Introduction

2.

The purpose of this report is to provide a summary of North Lanarkshire Industries financial
performance for the period 1 April 2014 to 27 February 2015 (P12) and to detail the fully
updated 5 Year Business Plan in line with all agreed developments. The report illustrates
the projected outturn as at 31 March 2015, with major outturn variances highlighted and
explained per the Council's approved Financial Regulations.

Background

2.1 North Lanarkshire Industries was launched in December 2013 following agreement
by the Policy and Resources Committee to support the development of a new
supported employment business earlier in the year (6 June 2013). The proposal
incorporated the Council's then existing Supported Employment business, Beltane
Products, with other outline work streams detailed for development as part of the
Council's ongoing commitment to provide further supported employment
opportunities to mitigate against the impact of the closure of the Remploy factory in
Wishaw.

2.2 With a vision 'to expand North Lanarkshire Council's supported business portfolio, to
give people with disabilities the opportunity to enter the labour market whilst ensuring
social, environmental and economic value for money for all stakeholders', a
comprehensive initial business plan was developed. This plan examined a number of
supported business scenarios with a view to increasing workstream activity within
NLI, providing additional revenues to ensure medium to long term viability.

2.3 These initial work streams have since been subject to further financial and
operational scrutiny during 2014/15, resulting in subsequent alterations to the original
business plan as agreed by the Member/Officer NLI board following full and final
assessment with all related stakeholders. Accordingly, the current range of activities
considered sustainable and appropriate is detailed below: −

Sofa Production
• Storage, Removal and Disposal
• Fire Extinguisher Contract
• Secure Document Storage
• Soft Furnishings I Other

2.4 In line with developments during 2014/15, a fully updated business plan in line with
the newly re−profiled work streams and associated income has been detailed. This
highlights the projected income, expenditure and projected surplus/deficit (subsidy)
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levels for the next 5 year business planning cycle against the 2014/15 projected
outturn baseline.

3. Proposals I Considerations

3.1 The projected outturn for 2014/15 as of period 12 is detailed in Appendix 1.

3.2 Informed by the above, the proposed 2015/16 − 2019/20 Business Plan for North
Lanarkshire Industries is detailed in Appendix 2 for consideration.

3.3 The plan incorporates a detailed income and expenditure forecast by work stream
over the 5 year business planning cycle. This is based on a detailed profile of
financial performance by work stream for 2014/15 and associated projections.
Baseline data and related projections will be updated on a yearly rolling cycle within
the Business Plan.

3.4 The Plan has been fully informed by the actual operational cost model (expenditure)
for NLI during 2014/15 and reflects the changing supply and demand (income) profile
in areas such as the Scottish Welfare Fund (soft furnishings), as well as a fully
updated customer profile and associated pipeline opportunities − aligned with NLI
capabilities. The Plan and the current and forecasted work streams within are an
accurate and informed reflection of NLI and its capacity to provide ongoing supported
employment opportunities to North Lanarkshire.

3.5 NLI and its work has attracted significant media interest over the course of its
inaugural year and staff retention has been extremely high, with a range of detailed
programme and training objectives formalised in line with projected work stream
activity.

3.6 The forecast projection within the Business Plan, highlights an additional cost of
£383k. However, if the Shaw Trust Funding remains in place beyond 2016/17 (as per
the comparison period), this would result in additional income of £402,000 resulting in
a net benefit of £1 9,008.

3.7 In considering the above, it should be noted that NLI expanded employment
significantly from Beltane Products to a total of 42 FTE, of which 30 employees are
registered disabled.

3.8 Research confirms that the cost of supporting unemployed disabled persons within
the community is calculated at an average of £31,000 per annum (this equates to
£939k for NLI in total based on the current establishment − source: Institute of Fiscal
Studies 2012, briefing note BN13).

4. Financial I Personnel I Legal I Policy I Equalities Implications

4.1 Initial budgets were set for 2014 / 2015 based on historical performance and the
Business Case approved by the Policy and Resources Committee in June 2013.
These indicative budgets anticipated a budget requirement of £528,000, in
comparison to the approved budget of £203,406 for the original Beltane products
service. The budget has been amended in this report to include income representing
a drawdown from the reserves of £324,594 being the difference between the
Business Case and the original Beltane budget (the drawdown was anticipated to
reduce in subsequent years); this is matched by an increase in the supplies &
services budget in line with the Business Case.

4.2 It should be noted that subsequent changes to the original business plan work
streams were agreed by the Member/Officer board during 2014/15 following full and
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final assessment with all related stakeholders. This includes deletion of the original
envisaged income streams in areas such as school furnishings (f130k per annum
from year 2) and kitchen sub assembly (100k per annum from year 2).

4.3 North Lanarkshire Industries is currently projecting an overspend of £173,570 against
the original budget requirement. This is a result of an underspend within employee
costs and supplies & services being offset by overspends within property costs,
administration costs, other costs and an under−recovery of income. Further details of
significant budget variations are outlined in Section 5 below and appendix 1 to this
report in accordance with the requirements of the Financial Regulations.

4.4 The projected outturn represents a favourable movement of £25k from that
previously reported at P11, and is primarily in relation to a favourable movement in
income.

4.5 Prior to the Council agreeing to take over operation of the former Remploy factory it
negotiated a rent rebate of £603,000 which was subsequently incorporated into the
Business Plan approved by the Policy & Resources Committee at its meeting of 6
June 2013. This was set aside to offset any early funding requirements as the new
additional income work streams could be established. During 2014/15, an initial
£324,594 has been drawdown as explained in para 4.1. A further drawdown of
£173,570 will be required to fund the projected overspend this year (i.e. total
drawdown in 14/15 will be £498,164), leaving a balance of £104,836 to assist in
future years. The draw down based on the original budget requirement was
expected to be less, however the revised income as detailed in para 4.2 has
adversely impacted on the level of draw down in 2014/15.

Analysis of Significant Variations

4.6 North Lanarkshire Industries operates with an establishment of 45 FTEs and a
budgeted turnover requirement of £12,288, (0.5 FTEs). As at period 12, the facility is
projecting an overall underspend of £169k and is therefore achieving its turnover
requirement.

4.7 Property Costs are projected to overspend by £24k. This is primarily due to energy
costs and recharges for repairs. Energy costs at period 12 are projecting £18k; this
includes an amount for unpaid electricity costs which relate to the previous ownership
of the NLI building. The bill was paid ahead of the impending January 2015 date of
the supply being terminated. Higher than anticipated repair recharges are due to the
heating system not being fully operational at the initial lease commencement date.

4.8 Budget for Supplies and Services have been re−profiled in P11 to incorporate
requirements for raw materials for sofa production, the primary NLI workstream, and
are now reflecting an underspend of £1 94k.

4.9 Administration costs are anticipated to be £42k overspent. Postage charges, relating
to the provision of Commonwealth Games uniforms, account for the majority of this
variance. This overspend is offset by the income received for providing this service
and both expenditure and income are non recurring.

4.10 Other Costs are projected to overspend by £72k. This projected overspend is in
relation to the Furniture Storage & Removal workstream. This workstream is
currently operating from Linnwood and it is envisaged that operations will move in
late March 2015 to Canyon Road. For Canyon Road, Wishaw, to become fully
operational one−off costs of approximately £54k, for racking and boxes, are being
incurred.
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4.11 NLI are currently projecting an under−recovery of income of £390k. It is anticipated
that the Document Storage workstream will recoup income levels less than previously
predicted due to related SLA developments and linked mobilisation delays. It is
envisaged that the Document Storage workstream will be fully operational from
2015/2016 and will contribute to the financial integrity of the facility. It is also
anticipated that the Soft furnishings (Sofa) workstream will recoup less than budgeted
income. The income forecast within the original business case, for sofa production,
was based on historical purchases made by the Scottish Welfare Fund within EGAS
and Housing Operations. To date 490 units have been purchased against a forecast
of 920 units leading to an under recovery of £1 89k at period 12 against a budget of
£366k. This is due to mobilisation factors and also a change in demand of the
Scottish Welfare Fund, from community grants to crisis grants. Other Soft furnishings,
remain at the core of the business, has seen an increase in sales of £249k against
same period YTD 2013/14 − future reports will include details of the corresponding
cost of sales to give a balanced overview of the financial implications.

Financial Concurrence
4.12 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 and supported by the due diligence undertaken by service based finance
personnel.

5. Recommendations

It is recommended that the Committee:

(i) note the contents of this report and projected NLI 2014/15 outturn.

(ii) note that NLI based upon projected income and expenditure assumptions is currently
projected to deliver an additional operating deficit of £382,992 over the next five
years and that this will be subject to next business development activity during
2015/16 to further mitigate and evolve the NLI business model.

(iii) note that if the Shaw Trust grant funding is extended/replaced beyond 2016/17, as
per the current funding arrangements, this will generate additional revenues of
£402,000 resulting in an actual surplus of P−19,008.

(iv) approve the next phase NLI Business Plan and the objectives and targets detailed
within, an update of which will be detailed to members in 2016/17 for full review.

411 �
Des Murray
Head of Housing
26 March 2015

For further information about this report please contact Donella Duff on telephone 01698 524844.



LD

V
E

LU

CL
0

m

0
0

0
co

•

I
:

.

•
H

H
'

H

•
H

j
a'

H
o

•
H

<i
•

wC
C

L

H

H
0

R
H

a,
19

5
l

E
ja'

o
H

2
C−•

—C
).•

!: CC!::::::;
>

>
>

>
>

>
<

ci
<

cici
ci

•
.

F5w
−

−−
0

Z
0

N
0

0
0

0
0

'

•
0

C
O

•
_

.
_

_
_

_
_

_
_

_
_

_
_

_
_

_
,

−
C

NJ
0)

<
I

N
'

(0
0

N
N

U
)

•
(I)

0
)

0)

•
.

.
.

−
l

•
C

0
w

(.V

•
u

'
a

.
•

O
0,

•
N−

0
'P

N
U

)
O

0
C')

0
0

0

•
a,

I
a,

:
,

•p

•
Z

C
O

<
l

W
0

'P
•

'
0

•
z.ci.)a

•
—

o
,

ZI(

•
P

,
<

<10

•
.

•
Z

−•
>

>
>

>
>

•
.

<
c

i
<

ci
ci

ci
U−

<
U,

•<

•
H

:
1

o
o

o
r

10

H.
0

0
•

I
Cl)

N
C

')
N−N

C
')

•
.

(0
0

0
N

'a,
•

<
N−

N
'P

1

•
H

.
0)'

(1)
U

)
H

<
,

0
LIJ

>−
0l

0
0

I
l

i
0

0
c

i
•

o
°

c
i

o

LA
J

−

U
)

l
H

i

.01

5U)
I

'U
)

N

H

>
>

>
<

ci
ci

U−
<

'
0

I
010

'P
N−F')

I
N

(0,

0
0

(0
(00

C
')

C
')

0
):

(0
I

0

,
'P

'a)
'a)

0
C')

I
N

:
'NI

>
>

1
<

'
c

i
ci

•
−

H
•

.

.

'

N
I

U
)

I
'P

lO
N

J
(

0
l.

O
(

0
k

−
.

•
O

t

N−
(0

:
N−

N−
0

0N
'

'P
'P

1
'a)

•
N

'
C

')

E

0
LU

1
C

:
0,

'
E

l
W

I
a)

ci
C

j
z

i
w

ci
'O

•
Z

C
'a

a
j

0
I

X
I

Q
−

J
.x

0
:

I"

:ci

−
•

lJ<i



Appendix 2— Business Plan

NLINDUST.RI.ESO rw

3PPIIRTING HDS'IN.ES.\*i?

BUSINESS
PLAN

2015/16 − 2019/20



2

Table of Contents

Executive Summary

1. Introduction

2. Structure

3. Strategic Review

4. Financial and Workforce Planning (Baseline, Forecasts and Targets)

5. Business Plan − Summary of Next Stage Objectives



3

Executive Summary

North Lanarkshire Industries (NLI) is a supported employment facility that manufactures and
provides a varied range of products and services including soft furnishings, sofa's, secure document
storage, removal and storage, homecare uniforms and fire protection maintenance to North
Lanarkshire Council, its partners and a range of external customers.

The NLI customer base consists of both internal and external markets. External markets include
Local Authorities, Public Sector Bodies, NHS, SPS, Care Homes and Retail. This Business Plan
aims to define the strategic objectives of NLI over the next 5 year period 2015 − 2020, as well as
outlining our commitment for business growth, employment and training opportunities for people
with disabilities, quality, best value and securing a long term, sustainable future for NLI.

The current workforce consists of 42 employees divided between 31 direct manual operatives and
11 indirect staff. There are 31 people registered as having a disability, 27 male and 4 female. Of
these 31 employees, 28 are supported through the DWP Work Choice Programme. This
employability initiative is targeted at supporting individuals with disabilities into supported
employment with a further aim of progressing towards unsupported employment. At present Work
Choice currently fund £4,800 per NLI Work Choice supported employee with targets set to progress
10% per year into unsupported roles.

Long term sustainment into unsupported employment presents a significant challenge to the
Government and their prime providers. NLI currently face an ambitious progression target, however,
the business is currently on course to achieve Work Choice year 5 targets.

NLI is a service provider that believes strongly in the benefits of Lifelong Learning. The established
aim of Lifelong Learning within NLI, is to provide the opportunity for individuals to further develop
existing skills and overcome barriers through focusing on ability, not disability. Creating an ongoing
tailored learning environment enables career progression and promotes life skills through enhanced
employability and social inclusion. Article 19 of the latest Public Sector Procurement Directive, 31
January 2006, and the forthcoming launch of Article 20 allows contracts to be reserved exclusively
for supported businesses. For NLI it is imperative that this legislation is strongly supported by the
Council, its partners and the wider sector to ensure all opportunities to utilise the products and
services of NLI are maximised.

In 2015/16, NLI will complete implementation and mobilisation of its Secure Document Storage and
Removal and Storage work streams. The former Beltane site will now house an advanced racking
system and, in conjunction with Culture NL, provides an effective and secure storage facility for
records and files. The NLI Canyon Road site is being mobilised to support a large scale racking
system aimed at securely storing 110 NLC tenants belongings, with NLI providing a comprehensive
goods uplift and storage facility on behalf of NLC.

NLI will also see full implementation of the MESALS stock system in early 2015 that ensures that all
ISO 9001:2008 quality assurances are continuously met whilst allowing the business to have
extensive batch control and greater stock control with regards to wastage and reduction of aged
inventory.

Further product development is vital to NLI's strategic objective for business growth in both soft
furnishings and sofa production market. Continuous research and development, pricing analysis,
costing exercises, market intelligence, legislative changes and material specifications is essential in
order to achieve, maintain and strengthen our market share. Since mobilisation of the NLI sofa in
September 2014, the above criteria has been applied to create a range of varying sofas that will be
targeted to housing associations and strategic partners across Scotland, whilst also opening the
door for further supplier work.

The implementation and mobilisation of new work streams, coupled with continuous expansion and
business growth to existing streams, ensures NLI is in a strong position to deliver against business
plan objectives and continued commitment to support disabled persons in North Lanarkshire.
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1. Introduction

Background

North Lanarkshire Industries (NLI) is a supported employment facility that provides a wide range of
products and services including sofas, re−upholstery, soft furnishing, removal and storage, secure
document storage I retrieval and fire extinguisher maintenance. These products and services are
offered to North Lanarkshire Council and various external public and private organisations.

NLI is completely owned by North Lanarkshire Council and is managed as part of NL Housing
Property Services. NLI operates as an autonomous company and has its own board with the aim of
delivering quality products and services across sectors. It has a key role to play on supporting the
Councils Community Plan I Single Outcome Agreement (2013−18) in areas such as tackling
inequality.

On July 2012, after the UK Government had taken the decision to close the Wishaw Remploy
factory, North Lanarkshire Council's elected members made the decision to expand their existing
Supported Business, Beltane Products, in order to create more disabled opportunities within the
North Lanarkshire community. Following a major organisational and re−branding exercise, North
Lanarkshire Industries successfully launched on 3rd December 2013. As a major manufacturing
business, NLI provides employment opportunities for people with disabilities and the long−term
unemployed, as well as contributing towards the economic regeneration of the North Lanarkshire
community and beyond.

NLI main operation is based within a 36,000 sq. ft. state of the art purpose built manufacturing
facility in Wishaw, North Lanarkshire, and is one of the largest supported employment facilities in
the West of Scotland for people with disabilities. NLI also operates two additional sites used
specifically for secure document storage and the removal and storage of personal belongings.

The facility is well equipped with the latest production machinery combined with a highly skilled,
flexible workforce operating to BS EN ISO 9001:2008 quality assurance management system.

Number of employees

42 employees − 31 directly involved in manufacturing and 11 indirectly involved (management and
administrative support)

Projected income

2015−2016: £1,500,000 estimated.

Aims

This business plan aims to define the strategic objectives of NLI over the following 5 year period,
2015−2020, as well as outlining proposals to underpin our commitment for business growth,
employment and training opportunities for people with disabilities, quality, customer care and
securing a sustainable and viable future for NLI.

• To compete in an open and highly competitive manufacturing environment to ensure continued
growth.

• To continue to provide sustainable employment for people with varied disabilities.
• To provide quality products within agreed timescales.
• To provide a quality service that meets client expectations.
• To continue the improvement and development of products and services in line with current

trends.
• To meet the social inclusion key objectives of North Lanarkshire Council.
• To meet the aims and objectives of the Work Choice Programme grants provided by the DWP.



2. Structure:

Delivery Structure:

NL Industries − Organisational Chart
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Employees Tótalo. Male Female IDisabled
Direct 31 27 4 29
In−Direct 11 5 6 1
Totals: 42 32 10 30

The types of disability within NLI include physical disabilities, learning disabilities, mental health
problems and hearing impairment.

Growth of Staffing Levels:

NLI operates within an establishment of 45 FTE's. Our aim is to increase, through sustained
business growth, the number of disabled persons supported through NLI. As business growth
continues, NLI will require additional resources to fulfil production and service requirements. This in
turn will provide further work and training opportunities for residents with disabilities.

Range of Disabilities:

NLI employees with disabilities also cover a wide geographical area extending across 3 local
authorities. NLI receive a cross boundary grant subsidy from each local authority external to North
Lanarkshire Council totalling £84,000. These local authorities include South Lanarkshire and
Glasgow.

LocálAüthority..
.. •

Number Pércéntage
North Lanarkshire 22 71%
South Lanarkshire 7 23%
Glasgow 2 6%
Totals: 31 100%
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Work Choice − Article 19/20:

The Article 19 regulations form a part of European legislation that allows organisations to reserve
public contracts for supported businesses. The procurement of any goods and/or services can be
reserved. A supported business employs disabled people as over 50% of its workforce. This means
it's fully acceptable to invite only supported businesses to bid for the work. For contracts under
£172,514, business and customers can invite a supported business like ours to bid.

For larger contracts simply tick the 'reserve under Article 19' box in the EU advert.

The forthcoming change to Article 20 allows organisations to reserve public contract for companies
who employ and/or supports people who are disadvantaged. As NLI is currently operating as a
Supported Business, 28 of the disabled employees are supported through the DWP funded Work
Choice Programme. Work Choice is a Government employability initiative aimed at supporting
people with disabilities into supported employment with a further aim of progressing into
unsupported employment.

Progression and sustaining unsupported employment presents a significant challenge to the
Government and their prime providers. NLI currently faces a challenging progression target however
the business is currently on course to achieve this year's target.

At present Work Choice currently fund £4,800 per disabled Work Choice registered employee. As a
Work Choice Prime provider, Shaw Trust has received a letter from the Department for Work and
Pensions, which sets out that the Department currently intends to continue to support Protected
Business Places though the period of any potential extension to the Work Choice contracts. It is
currently proposed the extension to the contact will be extended until March 2017 in line with the
current contract end date and the pending results of the Smith Commission.

Shaw Trust (work choice prime provider) and BASE UK are expecting signed confirmation from the
DWP within April 2015. On direct discussion both parties are confident of this finalised proposal and
the continuation of the factory grant to support current and future disabled employees in its current
form until March 2017.

Training and Lifelong Learning:

The established aim of Lifelong Learning within NLI is to provide the opportunity for individuals to
further develop existing skills and overcome barriers through focusing on ability, not disability.
Creating an ongoing, tailored learning environment enables career progression and promotes life
skills through enhanced employability and social inclusion.

Our Key Actions include:

• Create individual development pathways for each employee
• Support Wider Site development
• Create detailed 6 monthly reviews and annual PDR − Focusing on strengths/weaknesses and

realistic ambition/goals for all our employees
• Secure ILA Funding
• Develop Wider NLC training opportunities
• Design and Deliver succession planning to provide future business success and flexibility

ICT/Stock Systems:

We will complete implementation of our MESALS Stock system in April 2015.

This system will ensure strict control of all inventory, incoming/outgoing stock while further ensuring
ISO: 9001:2008 standards are maintained across our business activity.
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3. Strategic Review

Work Stream Review

In the current climate, NLI faces market challenges from other Supported Businesses across
Scotland that may provide a similar model and/or products. Additionally, no indication has been
provided during 2014/15 as to what will replace the existing DWP Work Choice Programme
resulting in added risk from loss of DWP Grant Funding.

Accordingly, NLI will proactively aim to overcome both challenges by actively building on existing
strengths, and target markets which include the capacity for larger production volumes and scope
for market growth. The soft furnishing production facility of NLI is currently based within its 36,000
sq ft purpose engineered factory. This presents a real opportunity to compete for a range of large
PCS and Framework tenders and high order volumes from strategic partners.

Soft Furnishings:

The mainstay and core of the business, soft furnishings, continue to form an integral part of NLI
future sustainability and success.

Our soft furnishings range includes:

• Re−Upholstery
• Care Home Furniture
• Lounge Chairs
• Reception Furniture
• Blinds

Our aim for soft furnishings is to grow market share by expansion into new products with other local
authorities, strategic public partners, leisure providers, care homes and the wider retail market.
Projected figures for the forthcoming 5 years indicate that our market informed aims are achievable
but will require ongoing formulative support from North Lanarkshire Council to deliver on our shared
goals.

The clear intent is to build on the successes of 2014/15, and make NLI the main supplier of soft
furnishings both internally within NLC and externally across the West of Scotland. With budget cuts
and wider austerity measures continuing to put a clear focus on low cost/high value sustainable
returns, NLI provides public bodies, such as the NHS and care homes, with proven quality and cost
effective furnishing solution through its re−upholstery service. Various sectors now have a solution
via NLI for the re−use of dated furniture through re−fabricating with a choice of high quality and
modern materials meeting all fire retardant guidelines. For NHS use, a full range of anti−microbial
vinyl's/fabrics are available.

PCS tender activity and completion has been rewarded with orders for various types of both
standard and bespoke furnishings across Scotland. Our aim is to expand our tender activity to new
markets following the set−up and successful development of capacity delivered during 2014/15.

Our supply and fitting of blinds has significantly increased in 2014/15 with a further potential
opportunity for NLI to manufacture blinds onsite and fit in a wider range of premises across our
expanding customer base.
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Sofa Production:

A new range of 1, 2 & 3 seat sofas was developed and launched in September 2014 designed for
use in NLC housing, temporary accommodation and in support of the Scottish Welfare Fund. The
aim was to provide NLC with affordable, a high quality crib 5, fire retardant solution for their
furnishing requirements.

Moving forward, NLI is developing an A, B & C specification sofa which will be targeted at next
stage Scottish procurement frameworks, housing associations and private commercial sites. We
currently have a secured demand for 2,021 units required in 2015/16, generating projected income
of approx £580,000.

Fire Protection and Equipment Maintenance:

In January 2014, NLI took on responsibility to provide site testing and refurbishment/re−supply of
Fire Extinguishers across both NLC Housing and Corporate Property. Based in the former Beltane
Products site, this business activity involves the periodic inspection, servicing and testing of fire
fighting equipment, replacement as required, miscellaneous repairs to existing Council facilities and
provision of new equipment to new premises, together with service and maintenance of dry risers
within high rise buildings.

This is delivered by an annual inspection of all fire fighting equipment by NLI operatives considered
as "competent persons" in terms of BS5306, Part 3 2009. Annually, 20% of all handheld fire fighting
equipment would be tested by discharging. A monthly report is provided in respect of properties
inspected, certifying that servicing and tests have been carried out and detailing the outcomes of the
testing.

Replacement equipment is then provided where refurbishment may not be practical. Dry risers will
also be tested annually, under pressure, with full reports and certification provided to our client
base.

Secure Document Storage:

Following a significant delay which affected income projections for 2014/15, the NLI Document
Storage Facility is now fully mobilised and open for business. In conjunction with the records
management team based within Culture NL, this new facility will support Services and teams in
quickly and easily arranging the uplift and secure storage of Official Non Sensitive records and files.

The NLI Document storage facility, which has capacity for 60,000+ boxes, operates within the
criteria set out within the Councils Information Handling Policies and will provide long and short term
secure, cost effective storage.

The customer base has already expanded since commencement and now includes strategic
partners and the NHS.

Removal and Storage:

The NLI Removal and Storage facility for personal belongings is opening in April 2015 and will use
the newly leased Canyon Road site as the base for uplift, managed storage and return/disposal of
NLC tenant/customer belongings.

A modern racking and two tier racking system ensures safe and efficient storage. Additional income
is also being generated from the sub−leasing of office space to an NLC partner, Mears Scotland
LLP.
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Marketing Strategies and Implementation:

NU marketing strategy is centralised around the following main objectives:

• Providing support to the objectives of the Community Plan I Single Outcome
Agreement (2013−18) promoting the tackling of inequalities

• Building the North Lanarkshire Industries brand
• Corporate Identity
• Communications − Internal NLC and external
• Highlighting Best Value
• Emphasising the benefits of social inclusion, community ethos and creating

awareness

Since NLI's creation from Beltane Products and Remploy Supported Businesses, a range of
ongoing marketing initiatives have been implemented. These include:

• Re−branding of external signage, collateral, website link and uniforms
• Targeted direct mail campaigns for specific work streams
• Attendance at exhibitions and conferences to showcase NLI product ranges e.g.

Chartered Institute of Housing in Scotland Annual Conference, Procurex, Lanarkshire
Business Week and BASE Events

• Regular PR with local press including Motherwell Times and Wishaw Press
• Regular awareness and improvement meetings with various NLA departments

NLI Customer/Prospect Base:

NU current customer/prospect groups include:

• North Lanarkshire Council Services
• Existing Local Authority/Public Sector partners
• Wider Local Authority/Public Sector partners
• Public Contract Scotland Tenders
• NHS
• Scottish Prison Service
• Private Care Homes and Home Care organisations
• Private chains
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NLI SWOT 2015

STRENGTHS; WEAKNESSES.

• Combined 40 years manufacturing • Marketing materials − limited brochures
experience and catalogues

• New state of the art facility • Pricing matrix − No existing structure in
• NLC and DWP backed funding place for existing work streams
• Various accreditations including the • Internal staff flexibility and succession

Guild of Master Craftsmen planning
• Highly skilled work force • Dated admin functions
• Strong buying power • Low volume work flow
• Excellent geographical location • Low margin for goods and services
• Disabled work force expertise • Limited sales trained staff
• Strong company values and ethos
• Recognised PCS bidder

OPPORTUNITIES THREATS..

• Brand matching • Loss of DWP funding − Est £134k pa
• Article 19/17 • Supported Business competition
• Ability to expand work streams to • Loss of skilled staff − age heavy

external partners workforce
• New contracts outwith internal council • Staff conflict towards change

partners • Reliance of internal council partners for
• Push towards corporate and social work

responsibility − open new market • Increased supplier costs
opportunities • Quick expansion − lack of training and

• Brand matching skill
• Develop business and staff • Legislation change
• New modern image • Staff progression
• Multi−skilled work force • Lack of bench marking
• Community based work hub/tasters for • Lack of core competencies

local schools • Work planning
• New modern image • NLC ongoing efficiency measures
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PESTLE (Original Business Case)

Political

• Scottish Government desire to maximise use of reserved contracts for supported
business

• Best Value duty to continuously improve efficiency and cost
• Scottish Government's freeze on increasing council tax

Economic

• Public sector cuts
• Change in trade cycles

Social

• Public expectation to allocate resources to other employment initiatives
• Media scrutiny of council investment
• Skill set of local population

Technological

• Advances in technology
• Research and development funding to compete with other businesses

Legal

• Contractual agreements with current providers
• Change in product regulations
• Alteration of supported employment regulations

Environmental

• Alteration in consumer buying patterns
• Pollution implications of additional transportation
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4. Financial and Workforce Planning

2014/15 Baseline and Financial Forecasts

The projections shown above do not incorporate the next stage business development activity
currently underway to mitigate/eradicate future subsidy requirements.

Over the next five years the business is anticipated to produce an operating deficit of £382,992.

It should be noted that in the 5 years from 2009/2010 to 2013/2014, the historical HSW budget
provision to support the former Beltane business was £1,213,386. The above projection, pre−next
stage business development activity, shows a comparative subsidy of £1,400,022. An additional
comparative cost of £186,636.

However, if the Shaw Trust Funding remains in place beyond 2016/17 (as per the previous
comparison period), this would result in additional income of £402,000.

In summary, NLI is positively contributing to the ongoing expansion of supported employment for
disabled persons across North Lanarkshire.

The overall projected outturn for 2014/15 and revised forecast projections for NLI are shown below:−
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Allocation of Overhead − Baseline

Utilising the projected income profile of primary work streams for 2015/16, allocation of overhead
has been aligned directly with income generation: −

2015/2016 − Percentage
Workstream Income

−
o f profit

Sofa Production 5 3 3 , 1 2 5
−

35.46%
Removal & Storage 2 6 9 , 1 6 6

−
17.901/6

Document Storage 6 8 , 6 3 7
−

4.57%
Fire Fighting Equipment 1 1 5 , 4 1 4

−
7.68%

Former Beltane /soft
furnishings 5 1 7 , 0 0 0

−
34.39%

Total 1 ,503 ,342 100.00%
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Work stream Summary (Income and Expenditure)

Sofas

Sofas

P12 Projected Budeet

Outturn 14/15 Budget 15/16 Budget 16/17 Budget 17/18 Budget 18/19 Budget 19/20 5 VearTotals

Employee Costs 298,218 339,672 339,672 339,672 339,672 339,672 1,698,361
Property Costs 87,765 89,975 100,602 100,602 100,602 100,602 492,381
Supplies & Services 128,547 276,880 296,200 221,000 271,575 307,825 1,373,480
Transport & Plant − − −__− − − − −
Administration Costs − − − − − −
Other Costs − − −

Total Expenditure 514,530 706,527 736,474 661,274 711,849 748,099 3,564,222

Income 177,000 533,125 556,500 387,500 463,750 520,000 2,460,875
Shaw Trust Grant 50,627 47,467 47,467 0 0 0 94,934
Cross Boundary Charge 29,758 29,755 29,755 29,755 29,755 29,755 148,777

Total Income 257,385 610,347 633,722 417,255 493,505 549,755 2,704,586

Operating De f i c i t ! (Surplus) 257,145 96,180 102,751 244,018 218,343 198,343 859,636

Base Budget Deficit 72,053 72,053 72,053 72,053 72,053 72,053 360,264

Addit ional De f i c i t / (Surplus) 185,0921 24,127 30,699 171,966 146,291 126,291 499,373

Reserve Drawdown (185,092) 0 0 0 0 0 0

Addit ional DeficIt / ISurolus)
f te rDrawdown

_ _ _ _ _ _ _ _ _ 24127 =−gal 499.373

The above projections represent an updated breakdown of production activity from Housing
Operations and Scottish Welfare Fund. It also builds in an assumption of 'New Market' development
from 15/16 onwards in line with anticipated demand profile and a 'worst case' scenario with regard
to the potential loss of SWF orders.

This has been further profiled by current replacement activity and the tabled data supplied from
Finance and Customer Services to the Steering Group on the 22nd of January 2015 with regards
the Scottish Welfare Fund.

1,100 units from SWF (2015/2016 and 2016/2017)
706 units from Housing Operations (2015/2016)
215 units from New Business (2015/2016)

The split of client demand is variable over the next five years, however it is forecast demand will not
be less than 1,700 units in 2017/2018 (potential loss of SWF orders) with a projected peak of 2,425
units in 2019/2020 arising from increased new business.
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Removal and Storage (Personal Belongings)

Removal and Storage

P12 Projected Budget

Outturn 14 / jc Budget 15/16 Budget 16/17 Budget 17/18 Budget 18/19 Budget 19/20 5 Year Total'

Employee Costs 150,520 171,444 171,444 171,444 171,444 171,444 857,219

Property Costs 44,298 45,413 50,777 50,777 50,777 50,777 248,521
Supplies & Services 198,518 87,000 − − − − 87,000
Transport & Plant 8,000 9,270 17,770 17,770 17,770 17,770 80,350
Administrat ion Costs 150 1,932 150 150 1,995 150 4,377
Other Costs 59,125 − − − − −

Total Expenditure 460,611 315,059 240,141 240,141 241,986 240,141 1,277,467

Income 220,000 269,172 269,172 269,172 269,172 269,172 1,345,860
Shaw Trust Grant 25,553 23,958 23,958 0 0 0 47,916
Cross Boundary Charge 15,020 15,019 15,019 15,019 15,019 15,019 75,093

Total Income 260,573 308,149 308,149 284,191 284,191 284,191 1,468,869

Operating Deficit / (Surplus) 200,038 6,910 (68,008) (44,050) (42,205) (44,0−50)− 191,402

Rose Budget Deficit 36,367 36,367 36,367 36,367 36,367 36,367 181,837

Additional Deficit / (Surplus) 163,671 (29,457) (104,375) (80,417) (78,572) (80,417) (373,239)

Reserve Drawdown (163,671) 0 0 0 0 0 0

ddit lpnal D e f j i t I (Surplus)
af ter Drawdown − LaAMI L M I M I MAMI Q = 1 (80.417) (373.239

Income is directly aligned with demand as profiled during management activity during 2014/15 and
is forecast in line with operating capacity within the Canyon Road facility.

This work stream provides employment opportunity and career diversity for disabled people within
North Lanarkshire.

The cost of supporting unemployed disabled people is calculated at an average of £31,300 per
person per annum. This figure, combined with the added pressure on resources such as Health and
Social Work Services, should be considered when reviewing the sustainability of specific work
streams.
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Secure Document Storage

Secure Document Sto jee

P12 Projected Rudee
Outturn 14115 Budget 15/16 Budget 16/17 Budget 17/18 Budget 18/19 Budget 19/21) 5 Year Totals

Employee Costs 42,209 48,077 48,077 48,077 48,077 48,077 240,383
Property Costs 12,422 12,735 14,239 14,239 14,239 14,239 69,691
supplies &Services 80 231 231 231 231 231 1,155
Transport & Plant − 3,285 3,700 3,850 4,850 6,250 21,935
Administration Costs 157 157 157 157 157 157 785
Other Costs 40,428 − − − − − −

Total Expenditure 95,296 64,484 66,404 66,554 61,554 68,954 333,949

Income 4,251 68,637 76,654 80,026 100,808 130,143 456,268
Shaw Trust Grant 7,166 6,718 6,718 0 0 0 13,437
Cross Boundary Charge 4,212 4,212 4,212 4,212 4,212 4,212 21,058

Total Income 15,629 79,557 87,584 84,238 105,020 134,355 490,762

Operating Deficit/(Surplus) 79,668 (13,082) (21,180) (17,684) (37,466) (65,401) − 156,814

Base Budget Deficit 10,198 10,198 10,198 10,198 10,198 10,198 50,991

Additional Deficlt/(Surplus) 69,470 (25,281) (31,379) (27,882) (47,664) (75.599) (207,805)

Reserve Drawd own (69,470) 0 0 0 0 0 0

Additional Def ic i t / (Surplus)
after Orawdpwn − (25,2811 (31.3791 f 27.882) 147.6641 175.5991 (207,8051

The above income and expenditure budgets are based on a phased upturn in demand for this
service both internally within NLC and potential business from external public and private clients. An
assumption is made in that that full work stream mobilisation will be achieved by 2019/2020,
resulting in the facility operating at full capacity.

This prudent approach to work stream requirement is in line with all related business development
activity and ongoing asset rationalisation and reduction − amongst other drivers.

−
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Fire Fighting Equipment

Fire Fighting Equipment

P22 Prolected Budget

Outturn 14115 p u f t e t 15/16 Budget 16 /17Budget 17/18 Budget 18/19 Budget 19/20 S Year Totals

Employee Costs 60,626 69,054 69,054 69,054 69,054 69,054 345,268
Property Costs 17,842 18,291 20,452 20,452 20,452 20,452 100,099
Supplies & Services 50,602 59,666 59,666 59,666 59,666 59,665 298,328
Transport & Plant 6,000 7,021 7,021 7,021 7,021 7,021 35,105
Administrat ion Costs 1,800 1,834 1,834 1,834 2,209 1,834 9,545
Other Costs − − − − − −

Total Expenditure 136,870 155,866 158,026 158,026 158,401 258,026 788,345

Income 93,334 115,414 115,414 115,414 115,4141 115,414 577,070
Shawl rus tGrant 10,292 9,650 9,650 0 0 0 19,300
Cross Boundary Charge 6,050 6,049 6,049 6,049 6,049 6,049 30,245

Total Income 109,676 131,113 131,113 121,463 121,463 121,463 626,615

Operating Deficit / (Surplus) 27,194 24,753 26,913 36,563 36,938 36,5631 161,730

' o s e Budget Deficit 14,548 14,648 14,648 14,648 14,648 14,548 73,240

Addit ional D e f i c i t / (Surplus) 12,547 10,105 12,265 21,915 22,290 21,915 88,490

Reserve Drawdown (12,547) 0 0 0 0 0 0

ddit ional De f i c i t / (Surplus
af terDrawdown − 7 2 . 2 Q M4

The above income and expenditure levels are based on historical and future needs analysis as
informed by all current service delivery activity across linked council assets.

Further scope exists for next phase related business development activity across wider public sector
partners and customers and this will be reviewed during early 2015/16 to update specific business
objective targets relating to income.



18

Other Soft Furnishings I Uniforms

Other Soft Furnishings Uniforms

P12 Prolectei Rude
Outturn 14/ Ic Budget 15/16 Budget 16/17 Budget 17 / i s 8udget 18LI9 otals

Employee Costs 290,300 330,654 330,654 330,654 330,654 330,654 1,653,269
Property Costs 85,435 87,586 97,931 97,931 97,931 97,931 479,308
Supplies & Services 272,163 329,000 479,000 524,000 573,500 627,950 2,533,450
Transport & Plant 11,925 13,604 13,604 13,604 13,604 13,604 68,020
Administration Costs 47,615 19,887 21,344 20,397 20,443 22,428 104,499
OtherCosts − − − −

Total Expenditure 707,438 780,731 942,532 986,585 1,036,131 1,092,566 4,838,546

Income 491,660 517,000 717,000 777,000 843,000 915,600 3,769,600
Shaw Trust Grant 49,283 46,207 46,207 0 01 0 92,413
Cross Boundary Charge 28,968 28,965 28,965 28,965 28,965 28,965 144,827

Total Income 569,911 592,172 792,172 805,965 871,965 944,565 4,006,840

Operating De f i c i t / (Surplus) 137,527 188,558 150,360 180,620 164,166 148,001 831,706

Base Budget DeficIt 70,140 70,140 70,140 70,140 70,140 70,140 350,698

Additional De f l c l t / (Surplus) 67,387 118,419 80,221 110,480 94,026 77,861 481,007

Reserve Drawdown (67,387) (97,913) 0 (6,921) 01 0 (104,834)

Addit ional De f i c i t / (Surplus)
af ter Drawdown −

____________
103.559 7 L 1 376.173

This area of the business continues to see strong growth over historical operations, with 2014/15
income further assisting in the development of NLI expertise across a wider customer range,

Primary marketing materials are now finalised and ongoing promotion will link to the early setting of
additional income objectives, over and above, current projection levels, from 2016/17 onwards.

All business plan projections, income and expenditure, will be reviewed and updated on a
rolling annual basis and reported to Committee.
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A.

NLI continues to implement and develop an extensive work force planning model over the next 5
years. The aim of the model will be to support delivery of all the detailed financial challenges facing
the business.

Our aim is to ensure that we have the right people with the right skills in the right place at the right
time to support our customers and expand our services.

Effective workforce planning within any manufacturing environment can be challenging, especially
with an unpredictable market base as evidenced in areas such as SWF projected sofa demands,
however with our growing sector knowledge, supported by a robust and transparent analysis of
realistic opportunities, NLI is confident it can achieve its goals.
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5. Business Plan Objectives

Objectives Timesôale
To grow NLI into a commercially sustainable supported 15/16−19/20
business over the next 5 years

To increase the level of employees with disabilities to 15116 − 19/20
45 FTYE's as agreed through NLC Steering Group
Report

Overcome soft furnishing market challenges through 16/17 − 19/20
strategic and targeted business development and
growth

Develop and implement a systematic workforce 15/16 − 19/20
planning model

Achieve all set income and expenditure projections 15/16 − 19/20
2015/16 −2019/20

Develop next stage expansion proposals for NLI to 16/17 − 19/20
further diversify/consolidate market base (as
appropriate) and achieve 5 % − 10% income growth
from 2017/18 onwards (not detailed within current
projections)

Des Murray
Head of Housing Property
13 April 2015


