
100/10 VARIATION TO ENVIRONMENTAL SERVICES (SERCO) CONTRACT (AGENDA 
ITEM 10)  

 
 The Executive Member for the Environmental Wellbeing & Communications Portfolio 

advised that if Members were mindful to approve the recommendation it would be of 
benefit to the Council Tax payers. 
 
The Environmental Services Manager presented the report which concerned a 
proposal to settle invoices for the Gross Annual Services Charges (GASC) of the 
contract up to three months in advance in order the realise early payment discounts 
from Serco. 
 
This offer had been born out of the desire by Serco to explore various financial 
options.  Serco had been very open and transparent in its discussions and would like 
it to be known that this offer did not indicate any financial weakness. 
 
The Environmental Services Manager advised that two other councils that had similar 
contracts with Serco had accepted the 1% discount for early payment.  There would 
be a degree of flexibility within the agreement to take into account of variable contract 
volumes. 
 
The Executive Member for the Corporate Development & Performance Portfolio 
asked the Head of Finance if this proposal would be of any real benefit to the Council.  
In response, Members were informed that the breakeven point would be around 4%; 
all options listed at paragraph 3.1.3 of the report could be seen to be attractive but 
would be dependent upon interest rates.  He felt that the decision should be based on 
the risk assessment and option 3 (invoice to be paid 3 months in advance), in his 
opinion, would be a too greater risk in this current climate.   
 
The Overview & Scrutiny Commission Chairman had not seen sight of any true risk 
analysis in the report from Serco.  He knew that the idea of saving 40k would appeal 
to many people, but he had concerns as to why all these other authorities that had 
similar contracts with Serco had not been approached.  He felt from a Scrutiny point 
of view that there were not enough options on the table. 
 
Given the timing of the comprehensive spending review a Member felt that this was 
not the ideal time for the Council to be making such a decision.  With the current risk 
monitoring procedures in place, by the time the Council was aware of any problems, it 
would be too late to take the necessary action. 
 
The Chairman recommended that alternative options should be explored and the 
Audit Committee should be tasked with investigating the financial aspects of the 
proposal. 
 
Options 
 
Serco had offered three levels of discount, dependant upon whether payments were 
made 1, 2 or 3 months in advance. 
 
Should the concept of advance payments be accepted, there was no particular 
reason why any option other than Option 3, which provided the greatest discount, be 
accepted. 
 
Reasons 
 



 

It was recommended that the option to make GASC payments three months in 
advance be accepted, as this provided a significant cashable efficiency, with no 
reduction in service quality. 
 
The likelihood of any overall volume reductions in contract volumes, which would 
reduce the GASC payment due, was low. Should any reduction take place, the 
Environmental Services Manager was very confident that existing contract 
management systems were sufficiently robust to ensure that any minor overpayment 
that came about through reductions in contract volumes could be quickly identified 
and recovered. 
 
RESOLVED that 
 
1) the commencement of the proposal to settle invoices for the Gross Annual 

Service Charges be deferred; 
 
2) the Audit Committee be commissioned to investigate the financial aspects of 

such a proposal; and 
 
3) alternative options be explored.   


