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1.

Reason for the Report

1.1

To brief the Panel on the performance of Alliance Environmental Services Ltd
(AES) during 2019-20.

2.

Recommendation

2.1

That the Panel note the performance of Alliance Environmental Services Ltd
(AES) during 2019-20.

3.

Executive Summary

3.1

Since 1st July 2018 waste collection, waste communications and fleet services
have been delivered by AES. The Service Delivery Overview & Scrutiny Panel
reviewed the proposed service specification and performance indicators in
May 2018 ahead of the service transfer.

3.2

This report seeks to provide a reflection on AES’s performance in the delivery
of these service areas in 2019-20, following two full years of service delivery.

3.3

Performance reports are issued to the Service Commissioning Team on a
monthly basis to enable the Contractor’s performance to be monitored.
Monthly contract meetings are held with Officers of the Council and AES, at
these, the monthly performance reports are reviewed and discussed in detail
to ensure performance is on track to meet the agreed target.

3.4

In addition, two AES Commissioning Board meetings are held during each
financial year. These meetings are attended by the Portfolio Holder for the
Environment and the Portfolio Holder for Leisure and Sports alongside the

High Peak Executive Member for the Climate Change, Environment and
Community Safety and the Executive Member for Regeneration, Tourism &
Leisure. The Board meeting held on the 15th July 2020 enabled attendees to
challenge AES in regards to their performance in 2019-20 ahead of their
attendance at this Committee.
3.5

A total of 6 Key Performance Indicators (KPI’s) were monitored for waste
services in 2019-20, two for health and safety and 3 for fleet management.

3.6

Key results to note in 2019-20 include:


The Council’s recycling performance was maintained at 56.4% against
an aspirational target of 59%.



The number of reported missed bins per 100,000 collections fell to
27.14, against a target of 38.



The number of complaints recorded fell to 7, against a target of 29.



The Council’s Operator Compliance Risk score was maintained at
green status (the best status possible).



Savings of £234,000 have been realised to date, achieving the targets
set by the Alliance.

4.

How this report links to Corporate Priorities

4.1

One of the four aims of the Council’s 2015-2019 Corporate Plan was “to
protect and improve the environment”. This includes an objective to deliver
effective recycling and waste management.
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6.

Detail

6.1

In June 2017 Cabinet approved the implementation of the joint venture
company for the delivery of Waste Collection, Street Cleansing, Grounds
Maintenance & Fleet Management Services. This confirmed the governance
arrangements to allow Alliance Environmental Services (AES) to be fully
established.

5.2

In August 2017 the first phase of the transfer of services from the Councils to
AES occurred. This related to the HPBC waste collection service which was
priority due to their existing external contract with Veolia coming to an end.

5.3

In April 2018, Cabinet approved a report that set out the proposed transfer of
services to be included in phase 2. The second phase proposed the following
service functions transfer:



Fleet management services
Waste collection and recycling service operations and related
communications and promotions

5.4

Cabinet approved the principle of the transfer of these functions and
requested the Service Delivery Overview & Scrutiny Panel scrutinise the
detailed operational arrangements prior to final approval by the Cabinet. The
Resources Overview & Scrutiny Panel also scrutinised the financial
arrangements.

5.5

The Service Delivery Overview & Scrutiny Panel reviewed the proposed
service specification and performance indicators in May 2018 ahead of the
service transfer.

5.6

Since 1st July 2018 waste collection, waste communications and fleet services
have all been delivered by AES. This report seeks to provide a reflection on
AES’s performance in the delivery of these service areas in 2019-20, following
two full years of service delivery.

5.7

It should be noted that effective of the 1st April 2020 street cleansing and
grounds maintenance functions transferred to AES, this report will not cover
these services as it relates solely to the 2019-20 financial year.

6.

Performance Monitoring

6.1

This Panel previously reviewed the proposed Key Performance Indicators
(KPI’s) enabling waste and fleet services delivered by AES to be monitored.
These KPI’s are reviewed annually with targets being set by officers in the
Service Commissioning Team.

6.2

Performance reports are issued to officers on a monthly basis to enable
performance to be monitored. Monthly contract meetings are held with officers
of the Council and AES, at these meetings, the monthly performance reports
are reviewed and discussed in detail to ensure performance is on track to
meet the agreed annual target.

6.3

In addition, two AES Commissioning Board meetings are held during each
financial year. These meetings are attended by the Portfolio Holder for the
Environment and the Portfolio Holder for Leisure and Sports alongside the
High Peak Executive Member for the Climate Change, Environment and
Community Safety and the Executive Member for Regeneration, Tourism &
Leisure.

6.4

The Board meeting held on the 15th July 2020 enabled attendees to challenge
AES in regards to their performance in 2019-20 ahead of their attendance at
this Committee.

6.5

The 2019-20 outturn and targets for the KPI’s are provided in the table below:
Reporting
frequency

2018-19
outturn

2019-20
target

2019-20
outturn

Quarterly

390.55kg

365kg

379.35kg

Quarterly

56%

59%
(aspirational target)

56.4%

Number of reported missed
bins per 100,000 collections

Monthly

31.46

38

27.14

Number of complaints
received

Monthly

18

29

7

Monthly

98.99%

100

99.87%

Monthly

Not
recorded

100%

75%

2018-19
outturn

2019-20
target

2019-20
outturn

3

0

1

13

No target

10

Reporting
frequency

2018-19
outturn

2019-20
target

2019-20
outturn

Monthly

94.55%

96%

98.17%

Monthly

Green

Green

Green

Monthly

0

0

0

Waste KPI
kg of Residual Waste
collected per household
% of household waste
reused,
recycled & composted

% of domestic waste
containers requested and
delivered within 10 working
days
% of commercial waste
containers requested and
delivered within 3 working
days

Health & Safety KPI
Health & Safety: No of
RIDDOR reportable
accidents
Health & Safety: No of
accidents and near misses
per quarter
Fleet KPI
Vehicle availability per
calendar month
Operator Compliance Risk
score
No. of MOT failures

Reporting
frequency
Quarterly
Quarterly

6.6

An additional KPI monitoring the cost per household of the waste collection
and recycling service is calculated by the Council.

6.7

The 2019-20 outturn for the cost per household of waste and recycling
services was £51.38. In 2018-19 the result was £50.94.

7.

Financial Performance

7.1

The total management fee payable to AES in 2019-20 for the delivery of waste
and fleet services across the Alliance was £6,794,000. This included

£6,306,000 core management fee, £333,000 in risk items and additional in
year management fee changes of £126,000.
7.2

The AES business plan for all services delivered to both Councils included an
anticipated operating profit of £125,271. The outturn provided shows that a
profit of £31,537 was achieved during the year; showing a shortfall of £93,734
against the budget.

7.3

The AES Business Plan includes forecast expenditure recognised initially as
‘risk items’ which may or may not crystallise into actual costs/ payments or
may be absorbed into the existing management fee paid on account. The
majority of these risk items relates to the cost of short-term hire of waste
vehicles and other fleet costs including grounds maintenance equipment which
falls under the ‘Fleet’ group. There were also changes to the contract under
change notices which relate to contract pressures due to increasing costs of
disposal and reducing income on recyclate. The company continues to work
towards negotiation on prices in the future. These additional costs were
partially offset by a reduction in the management fee relating to vehicle
financing following the procurement of vehicles.

7.4

Additional costs of £32,000 were also incurred by the company as a result of
the Covid-19 outbreak. These are included in the outturn and include provision
of cleaning products, PPE and additional agency costs.

7.5

The financial outturn AES achieved in 2019-20 is detailed in the table below:
Turnover
Cost of sales
Administrative & other
expenses
(Profit)/Loss

Budget £,000
(7,676,264)
6,873,072
677,921

Actual £,000
(8,019,644)
7,098,047
890,060

Variance £,000
(343,380)
224,975

(125,271)

(31,537)

93,734

212,139

7.6

Under accounting standards, AES’s financial performance is incorporated in
to the Councils’ single entity statements as a ‘Joint Operation’ as opposed to
separate group accounts being reported. The profit is therefore apportioned
between the two Councils and the respective services in line with the input of
original budgeted resources from each department and is offset against the
management fee costs.

7.7

During the year AES became an admitted body in the Staffordshire Pension
Fund (SPF). This involved ‘pooling’ the staff transferred to AES, with the
remaining Council employees in the Staffordshire Moorlands portion of the
SPF. This effectively removed pension risk from the company, whilst at the
same time offering greater budget certainty and putting the Council in the
same risk position that it would have been if services had continued to be
delivered in-house. The recent transfer of further staff at phase 3 has also
been built into the agreement.

7.8

One main driver for the change in service delivery model and therefore the
creation of AES was to drive financial efficiencies across the Alliance. The

financial savings plan for AES provided £1.2 million of on-going revenue
savings between 2017-18 to 2021-22.
7.9

The AES related efficiency targets are being re profiled as part of the Council’s
medium term financial planning process owing to the later than anticipated
start of Phase 3 of the company. The revised efficiency programme will be
reported when it has been concluded.

7.10

Financial highlights to note by the end of 2019-20 include:
 Planned savings already delivered by AES - £234k.
 Strong operational performance to date and clean External Audit in
2018/19 and expected for 2019/20.
 AES Company retained profits of £149k, available to the Shareholders.

