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	SUMMARY

This report provides an update on financial and operational matters

	

	RECOMMENDATION(S)
The Authority is asked to:-
1) Note the current financial position, forecast for 2020/21 and sensitivity analysis  
2) Note the KPIs will be reported at the next Authority meeting
3) Note the financial decisions taken under the Scheme of Delegation to Officers


1. Financial position – high level summary
A summary of the financial performance for the period and forecast to the end of the year is provided below:
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The summary shows how financial performance compares to the budget for both the period and the forecast for the year. The impact of the Covid-19 crises is the main feature of the performance so far this year and in particular its impact on waste flows and so the Waste Transport and Disposal (WTD) costs and Levies. All other budgets are broadly on target. 

In terms of WTD, whilst the overall picture shows a 6% underspend (£505k) in the period, there are underlying adverse and favourable variances.

Firstly, in terms of PAYT waste, with more people working and studying from home and the introduction of the furlough scheme, there were increased volumes of household collected waste. 
During the period collected residual waste was £199k or 3% more than budget reflecting the additional volumes collected. 
Similarly, mixed organic collections were £84k or 60% more than budget reflecting additional volumes collected.
For green waste three boroughs saw very large increases compared to budget through the period. This was offset by the commencement of green waste collections later in the period by two boroughs. Hence a small underspend of £8k. All green waste services are now running and considering May data alone, this shows collection volumes at 23% above budgeted levels. 

The increased volume and growth in costs of household collected waste is mirrored by an increase in the amount boroughs will have to pay through the PAYT levy and this totals £265k for the period. This has been shared with borough Finance Directors to help them with planning and making any claims for additional costs to the government. The PAYT charge is adjusted on a quarterly basis to reflect actual tonnages.
Secondly, in terms of FCL waste, the closure of HRRCs to the public in March resulted in significantly reduced overall waste volumes across all waste materials for the period. This was partly offset by the subsequent opening of HRRCs to the public in May and increased volumes for that short period. 
Residual waste is the main component of HRRC waste costs. So focussing on that, during the period it was £425k or 51% lower than budgeted. 
All of the above will be familiar patterns from the weekly services reports which have been shared with members and borough EDs over the last two months. 
Looking ahead, under the current circumstances forecasting is subject to considerable uncertainty. Therefore the forecast has been produced with a little more sophistication (to try and highlight some of the variables) and with the assumptions detailed below for the WTD. The impact on WTD of changing key assumptions has also been provided to give a flavour of the range of possible outcomes. 
So, in terms of WTD costs the forecast in the summary above has been built as follows.

The collections activity (PAYT) and HRRC activity (FCL) have been considered separately with a focus on the main waste streams which account for the vast majority of spend. 

For residual waste collections (PAYT) the forecast uses the current level of activity e.g. residual waste for April and May is 3% up on budget and fairly stable. This level has been projected for the first half year with the second half year forecast at budgeted levels. 

For green waste collections (PAYT) most boroughs were collecting waste throughout May but not April, therefore just May’s data (which is 23% above budget) has been used in forecasting green spend for the first half year with the remainder of the year at budgeted levels.
For mixed organic collections (PAYT) volumes are 60% above budget. This level has been used for the first half year and budgeted levels for the rest of the year.

All of the above have been mirrored in the PAYT levy which is forecasting that boroughs in total will have to pay £855k million through the quarterly reconciliation exercises for the additional volumes of waste delivered.
For HRRCs (FCL), sites were closed to the public for April and only opened in mid May, so there is very little data for forecasting (only two weeks) and therefore focuses on the largest component, the residual waste. 
This shows weekly residual waste was 30% higher than he budgeted weekly level. The residual forecast assumes this level for the remainder of the first half of the year with HRRC waste flows returning to budgeted levels for the second half of the year. 

Other HRRC waste materials are forecast at budgeted levels.

The total of the above WTD forecasting results in an overall WTD overspend of £952k for the year.

The standard breakdown can be found in Appendix 1 which separates out the main types of waste streams and distinguishes between PAYT and FCL activities and summarises the above.

However, given uncertainties ahead below is a table that shows how the WTD spend would change under the modified set of assumptions, principally extending the current pattern throughout the whole year.

	Scenario
	WTD forecast overspend (000s)
	Notes

	Base case - as described above
	£952k
	

	As base case but with residual collections continuing at higher level throughout year
	+ £657k
	Passed on to boroughs through PAYT levy

	As base case but with green collections continuing at higher level throughout year
	+ £63k
	Passed on to boroughs through PAYT levy

	As base case but with mixed organic collections continuing at higher level throughout year
	+ £264k 
	Passed on to boroughs through PAYT levy

	As base case but with HRRC residual waste extrapolated for the whole year
	+ £824k
	Absorbed through Authority reserves


It is important to note that HRRC waste forecasting is subject to greatest uncertainty as it uses a two week span of data which given it represented the first full weeks of HRRC opening clearly will have limitations. 
However the above sensitivities highlight that the duration of the impact of the crises is fundamental to the outcomes with the residual waste volumes being the biggest component of that, so the key area of focus for managing financial impact of Covid-19.
2. KPIs for 2019/20
Gathering weekly data and information for the management of the Covid-19 crises has taken precedence during the last 2 months and at the time of writing the KPI performance for April and May are unavailable. 

Management will ensure these are made available for the next Authority meeting. 
3. Delegated decisions
To provide further transparency of operational arrangements, this standard section of the budget monitoring report summarises any significant financial decisions made by the Managing Director and/or Chief Officers under the Scheme of Delegations since those reported to the last Authority meeting. 
In January the Authority delegated award of a Dry Recycling contract for LB Ealing to the Managing Director in consultation with the Chair. The contract was awarded to Viridor Waste Management in April with a total value of £9.7 million over 5 years. This was the best scoring bid in total and best priced bid out of the bids from three contractors. The procurement allows for boroughs to join at a later date under the same terms and conditions. 
4. Financial Implications – These are detailed in the report.
5. Impact on Joint Waste Management Strategy – Improvements to financial management in the Authority will continue to ensure that the Authority addresses policies of the JWMS.
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