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	Summary
	This report outlines actual income and expenditure against the approved budget as at 31 December 2015 for TEC and provides a forecast of the outturn position for 2015/16. At this stage, a surplus of £562,000 is forecast over the budget figure. In addition, total expenditure in respect of Taxicard trips taken by scheme members is forecast to underspend by £1.395 million, if current trip volumes continue for the remainder of the year. The net borough proportion of this underspend is projected to be £1.146 million, with £249,000 accruing to TfL.


	
	

	Recommendations
	The Executive Committee is asked to :

· note  the projected surplus of £562,000 for the year, plus the forecast underspend of £1.395 million for overall Taxicard trips, as detailed in this report; and

· note the projected level of Committee reserves, as detailed in paragraph 5 of this report, and the commentary on the financial position of the Committee included in paragraphs 6-7.




	


Introduction
1. This is the third and final budget monitoring report to be presented to the Committee during the current financial year.  The next report will be the pre-audited outturn position for the year, which will be reported to the July 2016 meeting of this Committee.

2. The London Councils Transport and Environment Committee’s income and expenditure revenue budget for 2015/16, as approved by the Full Committee in December 2014, is set out in Appendix A (Expenditure) and Appendix B (Income), as adjusted for the confirmation of borough funding and TfL funding for the Taxicard scheme for the year. The appendices show the actual income and expenditure at 31 December 2015 and provide an estimate of the forecast outturn for the year, together with the projected variance from the approved budget.

Variance from Budget

3. The current figures indicate that the Committee is projected to underspend gross expenditure budgets by £3.274 million for the year, although £1.395 million relates to payments for taxicard trips. However, a shortfall of income of £2.712 million over budgeted targets is likely to arise, including a reduction in the financial contribution from boroughs and TfL towards taxi card of £1.395 million, making an overall projected surplus of £562,000.  Table 1 below summarises the forecast position, with commentary that details the trends that have emerged during the first half of the year and providing explanations for the variances that are projected.

Table 1 –Summary Forecast as at 31 December 2015 
	
	M9 Actual
	Budget
	Forecast
	Variance

	Expenditure
	£000
	£000
	£000
	£000

	Employee Costs
	387
	624
	531
	(93)

	Running Costs
	13
	132
	268
	136

	Central Recharges
	38
	50
	52
	2

	Total Operating Expenditure
	428
	806
	851
	45

	Direct Services
	5,887
	9,976
	8,426
	(1,550)

	Research
	30
	40
	40
	-

	Payments in respect of Freedom Pass and Taxicard
	268,925
	366,110
	364,341
	(1,769)

	Total Expenditure
	275,280
	376,932
	373,658
	(3,274)

	Income
	
	
	
	

	Contributions in respect of Freedom Pass and Taxicard
	(271,482)
	(366,381)
	(365,114)
	1,267

	  Income for direct services
	(4,392)
	(10,313)
	(8,626)
	1,687

	  Core Member Subscriptions 
	(97)
	(97)
	(97)
	-

	Government Grants
	-
	-
	-
	-

	Interest on Investments
	(5)
	-
	(5)
	(5)

	Other Income
	(73)
	(77)
	(82)
	(5)

	  Transfer from Reserves
	-
	(64)
	(296)
	(232)

	Total Income
	(276,049)
	(376,932)
	(374,220)
	(2,712)

	Net Expenditure
	(769)
	-
	(562)
	(562)


4. The projected surplus of £562,000 is made up broadly of the following:
· A projected net deficit of £130,000 in respect of TEC parking traded services, after considering the level of borough/TfL/GLA usage volumes after nine months of the year. The surplus is attributable to a number of areas. 

· Firstly, there is a projected net deficit of £104,000 in respect of ETA appeals. The number of notice of appeals and statutory declarations received over the nine month period amounts to 32,447, giving a projected number for the year of 43,263, 26,171 less than the budgeted figure of 69,434. The current throughput of appeals is 2.55 appeals per hour, compared to a budget figure of 3.03, and this reduction is attributable to the fact that services were interrupted this summer with the move of the appeals hearing centre from Angel Square to Chancery Exchange and the change of parking managed services provider from Capita to Northgate, which involved the introduction of an entirely new IT system.  This position continues to be closely monitored over the remaining weeks of the financial year. 
· Secondly, the transaction volumes for other parking systems
 used by boroughs and TfL over this period appear to have reduced, resulting in a projected net deficit of £33,000. On the expenditure side, this takes into account the differing unit cost pricing structures under the expired Capita contract and the new pricing structure offered by Northgate. On the income side, unit cost recharges to boroughs were set by the full Committee in December 2014 for the whole year with the change in contractor taken into consideration in calculating the charges. As for appeals, there has been some disruption to the services during the changeover of the contractor and IT systems and this might lead to further variations in the emerging forecast over the remainder of the year.
· Finally, there is a forecast marginal surplus of £7,000 in respect of the fixed costs arising from the parking managed services contract.

· A projected underspend of £59,000 in respect of employee costs. The cost of staff providing direct services (included within the various direct service administration charges) is estimated to overspend by £19,000, although this is offset by an underspend on staffing costs attributable to non-operational and policy staff of £78,000. In addition, the maternity cover budget is estimated to be underspent by £15,000.
· A projected underspend of £681,000 in respect of the £2.2 million budget for payments to independent bus operators (LSPs). This is attributable to  a number of factors:
· a fall of 2% in the past 12 months on bus journeys across London and on most LSPs, partly due to the age eligibly increase;

· one of the LSP operators ceased to operate in January 2015, after the 2015/16 budget had been set;
· TGM, which used to run two routes in London, is now operating under Arriva Kent management and one of the transferred routes was withdrawn in May 2015;
· Arriva the Shires lost one the most expensive routes (797) to Unibus, which now runs the route a shorter distance and the average fare is lower than it used to be with Arriva; and
· A review of the postcodes of the stops in London determined that for three operators (Arriva the Shires, Abellio and Metrobus), a few stops on routes fell outside of the London area and as result, the length of journeys included in claims reduced significantly.
· A projected overspend in respect of pass reissue costs of £98,000, which is primarily due to the reissue of 170,000 passes that expire on 31 March 2016. This will be offset by £15,000 additional income accruing during the year, plus the additional income of £158,000 forecast to be collected in respect of replacement freedom passes, as detailed below, to give a net benefit of £75,000.
· Residual expenditure on the 2015 Freedom Pass issue exercise is estimated to be £193,000, which will be fully funded from Committee reserves. Total spend on the reissue exercise is estimated to be £2.613 million, £528,000 less than the budget sum of £3.141 million earmarked by the Committee in July 2014.
· Due to the end of the Parking on Private Land Appeals (POPLA) contract with the British Parking Association (BPA) on 30 September 2015, additional central overheads will need to be spread across the Committee’s functions, equating to £79,000 for the half-year period. £54,000 relates to hearing centre premises costs and can, therefore, be directly attributable to the two tribunals - Environment and Traffic Adjudicators (ETA) and the Road User Charging Adjudicators (RUCA). The residual £25,000 has been spread across all the direct service functions, including ETA/RUCA, in line with staffing numbers.
· The 2015/16 budget assumed a crossover of two months between the start of the lease at Chancery Exchange and the move out of Angel Square. However, in order to secure CE on the terms offered, the Committee had to agree to an earlier start date of the lease, leading to an additional two month leasehold costs. The estimated monthly premises costs are estimated to be £42,000, so this will incur an additional £84,000 in 2015/16. In addition, costs of £39,000 have accrued in respect of the move from Angel Square and the refurbishment of Chancery Exchange, which cannot be capitalised. 
· The systems development budget of £114,000 is projected to potentially overspend by up to £136,000. This is attributable to additional IT system development costs associated with the London Tribunals move, rebranding and contract transfer. Discussions are continuing with Northgate to determine the precise level and split of responsibility for these potential costs, under the terms of the new contract.
· Based on income collected during the nine month period, receipts from Lorry Control PCN income are forecast to exceed the budget of £550,000 by £158,000.
· Based on income collected during the nine month period, income receipts from replacement Freedom Passes are forecast to exceed the budget of £500,000 by £158,000.
· Investment income on Committee reserves is estimated to generate £5,000 in the current year, against a zero budgetary provision.

Committee Reserves

5. Table 2 below updates the Committee on the revised estimated level of balances as at 31 March 2017, if all current known liabilities and commitments are considered:

Table 2– Analysis of projected Uncommitted Reserves through to 31 March 2017
	
	General Reserve
	Specific Reserve
	Total

	
	£000
	£000
	£000

	Audited reserves at 31 March 2015
	3,535
	-
	3,535

	IT system developments brought forward from 2014/15
	(64)
	-
	(64)

	Residual 2015 Freedom Pass issue costs
	(193)
	-
	(193)

	Revenue costs of hearing centre move
	(39)
	-
	(39)

	Transfer to specific reserve
	(1,000)
	1,000
	-

	Projected Budget Surplus 2015/16
	562
	-
	562

	Estimated Residual Balances at 31 March 2016
	2,801
	1,000
	3,801

	One-off payment to boroughs agreed for 2016/17
	(340)
	-
	(340)

	Approved resources used to set 2016/17 budget
	(303)
	-
	(303)

	Estimated Residual Balances at 31 March 2017
	2,158
	1,000
	3,158


Conclusions

6. This report reflects the position at the nine month stage in the current financial year and forecasts a surplus position of £562,000 for the year. In addition taxicard trips are forecast to underspend by £1.395 million, with the borough proportion of this underspend projected to be £1.146 million, with £249,000 accruing to TfL.
7. After taking into account the forecast surplus for 2015/16 and known commitments for both 2015/16 and 2016/17, general reserves are forecast to be £2.158 million, which equates to 18.5% of budgeted operating and trading expenditure of £11.673 million for the current year. This figure exceeds the Committee’s revised formal policy on reserves, agreed in December 2015 that reserves should equate to between 10-15% of annual operating expenditure. However, this marginal excess does provide a buffer to contra any further effects of volatility in the trading services operated by the Committee. In addition, a sum of £1 million has been provided for in a specific reserve to contribute towards the costs of the 2020 Freedom Pass reissue process.
Recommendations

8. Members are asked to :

· note  the projected surplus of £562,000 for the year, plus the forecast underspend of £1.395 million for overall Taxicard trips, as detailed in this report; and

· note the projected level of Committee reserves, as detailed in paragraph 5 of this report and the commentary on the financial position of the Committee included in paragraphs 6-7.

	


Financial Implications for London Councils
As detailed in report
Legal Implications for London Councils
None
Equalities Implications for London Councils
None
Appendices

Appendix A (Expenditure), Appendix B (Income)
Background Papers

London Councils-TEC Budget working papers 2015/16
London Councils Income and Expenditure Forecast File 2015/16
� These consist of TRACE, which allows a vehicle owner to find out the exact location of their towed-away vehicle and how much the release fee will be; and TEC, the system that allows boroughs to register any unpaid parking tickets with the Traffic Enforcement Centre and apply for bailiff’s warrants. 
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