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EXECUTIVE SUMMARY

This document presents the Expression of Interest from the City of Salford in procuring street lighting improvements through PFI.

Current Situation

The City of Salford has a strong case for consideration for PFI for the following reasons:

· Of a total of 26,333 columns, 57% pre-date modern galvanising processes and are in need of urgent replacement;

· 73% of the City’s 4025 illuminated traffic signs and beacons are life expired;

· Approximately 60% of the street lighting network is lit by outdated low pressure sodium lanterns offering poor quality lighting that does not meet modern requirements in term of quality of illumination, colour rendering and control of light pollution;

· The City of Salford has a high crime ranking amongst all authorities in England and Wales and some areas of the City experience very high levels of incidence and prevalence under Home Office measures.  These high level of crime impact adversely on the quality of life for all citizens living and working in the City;

· Improved lighting together with increased use of CCTV (which replies on good lighting) has been shown to reduce crime and the fear of crime;

· Though the City’s Performance Indicator for the percentage of street lighting not working at any time (BV98) has consistently been good (0.78% in 2000/1, 1.04% in 2001/2 and 1.18% in 2002/3); it has been getting worse.  Further investment is needed if the current good standard is not to be lost. 

The PFI Option

The option to apply for PFI Credits has been selected by the City Council after consideration of the alternative investment options viz. ‘Do Minimum’, ‘Steady State Replacement’ and “Fast Track Replacement”.  Of these, only the option of ‘Fast Track Replacement’ will substantially meet the City’s objectives.  This option requires a level of investment that the City could only fund through PFI.

It has been calculated that PFI bid price for the Fast Track option would total around £56,085,340 million (NPV) whereas a PSC price would be between £60,084,377 million and £62,763,946 million (NPV) (depending on the level of optimism bias applied).  PFI therefore offers a value for money solution.

The potential PFI credit support for the proposed scheme has been calculated at £27,614,850 million.  

1.
BACKGROUND TO THE PROJECT AND THE STRATEGIC CONTEXT

1.1
Introduction 

Salford is a city with a strong community spirit. It was one of the world’s first industrial cities and is currently undergoing significant change. The City of Salford has a population of 220,000 within an area of 37 square miles and a highway network totalling 760 km. 

The people of Salford have always viewed good street lighting as very important and the Council has always responded by making the maintenance of lighting a priority.  Capital investment to raise standards and to renew ageing columns has also been a priority, but it has proven impossible over the years to “keep up” with the rate at which the stock is deteriorating.  As a consequence, the Council’s ability to maintain current standards is being put at risk as more and more of the lighting stock is kept going well beyond its normal useful life.

Regeneration projects in the city have helped refresh the vigour of its communities and given a new outlook for the future.  Where redevelopment has taken place, existing communities in the area have always placed good quality street lighting high on the list of priorities.  Furthermore, the essential contribution which good street lighting makes in building new communities has long been recognised by the City. 

Areas of Salford that have not undergone regeneration risk unfavourable comparison with redeveloped areas and could start to go into decline.  Bringing the quality of street lighting up to modern standards throughout the City is an essential part of the strategy for sustaining those areas outside regeneration schemes as desirable location in which to live and do business in. 

1.2
Corporate Plan 

The City’s Corporate Plan is founded upon 6 pledges which set the Council’s priorities over the coming years and pledges 4 and 5 are: 

“We will make Salford a safer place to live and work.” 

“We will help to make Salford a better place to live.”

Good street lighting is of fundamental importance in delivering improved community and personal safety and better quality of life for people living and working within the City or visiting it. 

This Expression of Interest (EOI) takes forward key priorities and objectives set out in the City’s vision for the future and Best Value programme: to create a city where people choose to live and work. The City aims to improve the quality of life for all citizens by creating an economically prosperous city with a buoyant and competitive economy; maintaining strong, safe, healthy and sustainable communities where all citizens can participate to the fullest extent. In particular, by reducing crime and disorder and improving the sense of community safety.   

The City’s Streetcare Best Value Review highlighted the following street lighting issues:

· Serious long term lack of investment

· Some 10% of street lighting stock requires immediate replacement

· Only 0.5% of stock is being replaced annually

· Current BVPI top quartile performance for outages will be increasingly difficult to maintain as stock deteriorates further

· High public opinion of the street lighting service will wane as stock condition and service performance deteriorate

· Stock inventory records are beginning to deteriorate

1.3 Crime Strategy 

Salford experiences consistently high levels of reported crime when compared with its Home Office “Family Group” of Crime Reduction Partnerships (Group 13) and the City has a high crime ranking amongst all local authorities in England and Wales, particularly for vehicle crime and domestic burglary.  A 2001 Crime Survey by Greater Manchester Police found that Salford had the highest percentage of respondents who felt unsafe at home after dark and the second highest percentage of respondents who did not fell safe out alone in their area.    

1.4
Community Strategy 

Over the last eight years, Salford's Community Strategy has focussed attention on the needs of communities and those living and working within them.  It has highlighted the needs of important groups of people within our society who can sometimes live in fear and often be discouraged from seeking to access to local services.  The elderly, the young and the disabled, for example, often feel vulnerable out on the streets during hours of darkness and all express the view that improvements to street lighting would give them greater confidence, a better sense of well-being and feeling of much greater security. 

All of the City's strategies mentioned in this document are linked and they come together at local level within the Community Strategy.  Each of the nine areas of the City draws up a Community Action Plan annually and these Plans detail how the different strategies will be taken forward within that area.  Each strategy recognises the valuable contribution improved street lighting could make, but lighting improvements are rarely included in Community Action Plans because funding is not available. 

1.5
Environmental Strategy 
Salford's Environmental Strategy is a ten year strategy for building sustainable communities.  The strategy recognises that in urban areas of the City, the quality of the environment is measured by a number of factors with good street lighting being prominent among them.  The Strategy sets out Salford's stance on environmental investment and maintenance issues and makes it clear that the quality and sustainability of the urban environment relies heavily on the contribution made by street lighting. 

1.6
Local Transport Plan

The Local Transport Plan not only sets out clearly the City's plans for the future and the rationale behind them, it also serves as a vehicle for obtaining capital funding.

The contribution which street lighting makes to the furtherance of the LTP objectives covers the obvious road safety issues but in addition, it is acknowledged that good street lighting can help achieve "modal shifts".  People who might otherwise fear for their personal safety when out walking or waiting at a bus stop are much happier to choose travel by bus or walking if bright and effective street lighting gives them confidence that they will be safe.

The Government has decided that for 2003/04 and 2004/05 there will be no allocation for street lighting through the LTP process, but on 17th October 2002 ministers announced the availability of further PFI credits for street lighting projects.  Although the Single Capital Pot permits flexibility in the use of capital monies, there are many competing demands on very limited resources.  It is very unlikely that available capital resources can make any significant impact on the need for investment in the City's street lighting. 

2.
SPECIFIC OBJECTIVES FOR STREET LIGHTING

· reduce the incidence and prevalence of night time crime

· improve the perception of street safety and security by reducing fear of crime, with targeted improvement for crime hotspots  

· improve road safety through measures to reduce the incidence and severity of night time accidents

· increase leisure and commercial activity after dark to enhance the vitality of city life

· encourage walking, cycling and use of public transport services as alternatives to private car use

· develop safer routes to schools

· create a high quality environment for local people, businesses and visitors 

· support community regeneration

· provide a cost effective, environmentally friendly and sustainable approach to lighting the city.  
· maintaining the proportion of the street lights working at any one time to at least 98%

· Replacing outdated and failing lighting stock with priority being given to those column types with known structural weaknesses

· Improving lighting standards throughout the City to meet European lighting standards

· Reducing light pollution through the use of modern lanterns and lighting technology.   

The City Council believes that good quality street lighting will make a significant and positive contribution to enhancing the night time environment and to the quality of life throughout the area.  The City Council recognises the need to modernise street lighting infrastructure both to secure the long term structural integrity of the stock and to bring the level and quality of illumination up to recognised European lighting standards.  Achieving these objectives and ensuring that the street lighting stock makes a full and sustainable contribution to the City’s community, transport and wider corporate objectives requires significant investment to replace failing and poorly performing lighting stock.  The project proposals set out in this EOI have been developed and designed to deliver the investment and service improvements needed to achieve the foregoing objectives over an anticipated five year timescale and thereafter to sustain the quality and performance of the City’s street lighting services.  

2.1
Asset Management Plan and Capital Strategy

The City’s South Bank Systems CONFIRM system has substantial and very detailed records of the current stock.  For completeness data records on Age and Condition of current stock are being developed to provide more robust information for PFI OBC stage.  

Current Stock 

The City’s South Bank Systems CONFIRM system has been used in the development of the investment options assessed as part of the preparation of this EOI.  The current lighting stock details shown in the following table were extracted from the CONFIRM Inventory. No currently unlit streets or areas are being considered for new lighting. The lighting of Salford Quays special area is not included in this project for Replacement or Maintenance and is separately funded and managed

Equipment Item
Quantity

Columns
26,333

Illuminated Traffic Signs
3,751

Illuminated Traffic Bollards
1,017

Centre Island Beacons
117

Zebra Crossing Beacons
20

Flashing Crossing Signs
32

Total 
31,207

2.2
Heritage Columns 

The City has six conservation areas and other areas of strategic importance, and the policy is, as far as possible, to use high quality equipment specified and designed to modern standards.  Where special columns are required to meet local planning requirements in conservation areas and the like, standard column designs are adapted or fitted with embellishments following consultation with local interest groups. 


2.3
Age Profile of Columns 

The age profile for columns indicated by local knowledge and the CONFIRM Inventory is shown in the following table.  

Age Range
Quantity
Percentage

0-10 years
5,378
21%

11-20 years
5,306
20%

21-30 years
5,591
21%

31+ years
10,058
38%

Total
26,333


100%

2.4
Column Condition
The Column stock comprises aluminium, cast iron, concrete, mild steel, galvanised steel, pole and wall units.   The aluminium, cast iron, concrete and mild steel units exceed 30 years age (10,058 units, 38%).  These older units are prone to a variety of age related failures within the column shaft and at joints, changes in cross-section, door openings, and at ground level.   Serious structural problems have been experience with the stock of concrete units and ungalvanised steel units and cast iron columns have electrical maintenance problems.  The City undertakes structural inspection and ultrasonic testing on an informed engineering decision basis and has dealt with around 400 failing columns in the last 7 years.  A programme of structural testing targeted on Stuart & Lloyd and Cohen columns is ongoing.  Additionally, maintenance operatives have been instructed to inspect all columns visually before carrying out fault repairs and routine maintenance tasks.  This inspection regime has led to many other columns, particularly those older columns being identified as suffering from advanced corrosion.

There are also significant problems caused by the old age and deteriorating condition of the City’s illuminated signs.  Approximately 73% of illuminated traffic signs and beacons are life expired, mainly through premature deterioration of the supporting pole, and these require replacement with modern, more robust units.  Given the very high traffic volumes on the City’s roads, illuminated traffic bollards suffer a high rate of knockdowns, hence the stock generally comprises modern units. 
2.5
Lighting Standards     
Approximately 60% of the stock still retains outdated low pressure sodium lanterns which provide poor quality lighting significantly below current standards.  Orange light from low pressure sodium lamps provides no colour rendering and gives very poor night time visual recognition.  Over the last 10 years the City has necessarily allocated most of the available capital resources, from special funding, to replacement of defective columns and installation of high pressure sodium lamps.  For reasons of crime and the fear of crime these recent schemes have generally been relit to BS5489 standard 3/2 at the same time as replacing the outdated lanterns, with units offering improved colour rendering and environmental benefits.  The City has a number of conservation and special areas of lighting 

A high proportion of the poorest quality lighting is on estates and in areas that have the highest levels of crime.  The relatively poor quality of the lighting has a large negative impact on the City’s community and social agenda, including initiatives to reduce road accidents and crime and to alleviate fear of crime.  Also, public perceptions of the quality of the street scene are adversely affected by poor quality street lighting infrastructure.  

2.6
Performance Indicators
The City attaches high priority to achieving effective performance from the existing street lighting assets and over the last three years the City’s record as measured against the national Performance Indicator for the percentage of street lighting not working at any time (BV98) was as follows:

· 2000/01 – 0.78%

· 2001/02 – 1.04%

· 2002/03 – 1.18%.  

3.
STREET LIGHTING PROJECT SCOPE

Through an initial 5-year fast-track programme of investment, the proposed project would replace all life expired, outdated and poorly performing street lighting, illuminated traffic signs and beacons.  This initial programme of investment would be designed to achieve European lighting standards (EN13201) throughout the City.  The project would also include the maintenance of the entire stock over a 25-year project period and the supply of energy.    

3.1
Spending Profile

The profile of City spending on street lighting services incurred over the last 4 years is shown in the following table.  


Street Lighting Resources
2000/01
2001/02 
2002/03
2003/04

£’000
Spend
Spend
Spend
Allocated Budget

Maintenance
786,000
544,000
561,000
660,000

Energy
561,000
334,000
421,000
430,000

Total Revenue
1,347,000
878,000
982,000
1,090,000

Total Capital
0
0
0
0

Total Revenue and Capital
1,347,000
878,000
982,000
1,090,000

Significant resources are allocated to responsive maintenance, including structural testing, to address the failing population of columns and secure the basic structural and operational integrity of the stock.  However, given the current level of structural failures and the quantity of life expired and under performing stock the deployment of existing funding is largely reactive and significant new investment funding for investment is required to meet project objectives. No column repainting is being undertaken at present due to financial constraints.  The proposed fast-track investment solution would subsume the current, largely reactive programme of column replacements to ensure a planned integrated programme of column replacements prioritised and targeted to address failing stock and deficiencies in lighting standards.  The current contract for street lighting maintenance and installation is held by the D.L.O. (13 staff) and this contract is under review. The current energy supplier is Scottish Southern Energy Group under contract up to 31st March 2005

3.2
Fast-track Programme
It is anticipated that 17,868 existing columns, about 68% of the stock, would need to be replaced over the first 5 years of the project and a further 3,589 new columns installed to achieve the required European lighting standards (EN13201).  This results in an uplift of around 20% in the number of columns to achieve the required lighting standards.  Over this period the project would also include replacement of about 2,950 illuminated traffic signs and beacons to improve road safety and night time direction finding.  

3.3
Service Improvements and Community Benefits

The proposed project would be structured to achieve rapid improvements in the standards and quality of street lighting throughout the City.   At the same time, the quality, critical mass and continuity of the investment programme is expected to produce substantial savings in unit capital and revenue costs.  Savings estimates are based on experience of recent PFI procurements in street lighting in other local authorities.  

Lighting improvements would be designed and prioritised to deliver real benefits to local communities in terms of reducing crime, fear of crime and road accidents during hours of darkness.  This reflects the findings of local consultation. 

In a postal survey
34% of respondents thought Street lighting in their street was less than “Good”



35% of respondents thought Street lighting in their area was less than “Good”



42% of respondents thought Street lighting in the City was less than “Good”

In a motorist survey nearly 16% of respondents put Street lighting in their top 3 priorities for action

Generally therefore responses to surveys place street lighting improvements high on the list of service improvement priorities.  

Street lighting improvements, particularly in town centres, would increase the effectiveness of CCTV and support the City’s commitment to reinforce CCTV coverage across the area thereby deterring anti-social, disorderly and criminal behaviour.  Given the relatively high proportion of older people in the local population the street lighting project would be expected to generate significant community benefits.  Wider community benefits would also be available through the street lighting contribution to the City’s strategy for regenerating town centres by encouraging night time use of local facilities and increasing the number of pedestrians on the City’s streets.  






4.
OPTIONS APPRAISAL

The City has evaluated a range of potential investment options as part of project development with a view to identifying the optimum project solution that complies with wider corporate strategies and meets core City objectives.  The Options Appraisal was carried out in line with best practice guidance published by the 4Ps, Department for Transport (DfT) and HM Treasury and included evaluation of the core options summarised in the following table.   

Project Options

Option


Summary Description

1 Do Nothing
The option of not investing in street lighting infrastructure improvements is not an acceptable way forward given the basic need to sustain the safety of the street city’s street lighting stock.  This option was, therefore not subject to detailed appraisal.  

1. Prudent Do Minimum 
Introduce additional investment to seek to sustain delivery of the current service in the medium term.

2. Steady State Replacement
Introduce investment to replace a significant proportion of the infrastructure needing replacement 

3. Fast Track Replacement
A fast track investment to bring the whole of the lighting infrastructure up to modern standards 

The above options, except Do Nothing, were evaluated as part of the development of this Expression of Interest based on an assumed project commencement date of April 2006.  Public sector based estimates and benefits have been calculated in line with current DfT and 4ps guidance. The results of the appraisal are summarised in the following table. 

Options Appraisal: Results of Financial and Non Financial Evaluation

(All NPVs discounted at 3.5% real – Q206 price levels)

Q205 Constant Prices
Unit
Do Minimum
Steady State Replacement
Fast Track

Total Costs (excluding risk)-NPV 
£’000
£30,169
£35,569
£50,658

Existing Columns Replaced in first five years
No.
875
5,250
17,868

New columns installed in first five years (Growth)
No.
0
0
3,859

Capital cost first 5 years (NPV)
£’000
£1,029
£5,017
£26,537

Non Financial benefits scores 
Max 300 
100
135
275

Road Traffic Accident Reduction Benefits (NPV)
£’000
*0
£6,494
£44,202

Crime Reduction Benefits (NPV)
£’000
*0
£7,059
£48,047

Total Benefits 
(NPV)
£’000
*0
£13,553
£92,249

Benefit Cost Ratio

*0
1:2.7
1:3.6

*Benefits from Do Minimum relate mainly to operational safety of the stock rather than road accident and crime reductions.  

4.1
Preferred Investment Option

The option appraisal indicates that the Fast-track investment programme substantially delivers the required outcomes in strategic, corporate and street lighting service delivery terms.  It achieves positive Cost Benefit Ratio (CBR) and also attracts the highest score for Non-financial Benefits.  In present value terms the value of crime and road accident benefits totals £92.25 million over the full project period.  Additional intangible and unquantified benefits are available in terms of reducing crime, fear of crime and boosting the already vibrant night time economy in many local town centres.  

Under the Fast-track option all life expired lighting columns and those columns expected to reach the end of their useful lives during the project period would be replaced as part of the fast-track investment programme.  At the same time the street lighting stock would be fully modernised and lighting standards improved throughout the area to achieve recognised European lighting standards (EN13201) and thereby deliver the significant community and environmental benefits sought.  

4.2
Available Funding Sources

Given that the resources necessary to implement the preferred fast-track investment solution would be unlikely to be available through conventional funding routes, the City has evaluated the feasibility and value for money of a Private Finance Initiative (PFI) solution and tested this against a Public Sector Comparator (PSC).  

Accordingly, the City, in conjunction with its expert advisors, has modelled the likely financial and non-financial of the PFI/DBFO route as compared to a Public Sector Comparator (PSC).  Following this evaluation, the City confirmed the PFI/DBFO route as potentially the Best Value route for successful project funding and delivery.   

4.3

Preferred PFI/PPP Solution 

Value for Money

The option appraisal process demonstrates that the best value option is the fast track solution.  However, this can only be financed through a PFI (DBFO) procurement.  

Before adopting the PFI route it is necessary to demonstrate that the approach is likely to deliver value for money when compared with a Public Sector Comparator (PSC).

A PSC figure was developed based on the fast-track solution incorporating risk and optimism bias.  The methodology used reflects the guidance published by DfT and the 4Ps and HM Treasury and the guidelines set out in the New Green Book published by HM Treasury incorporating assessments for Optimism Bias.  The latter has been accommodated as follows:

Pessimistic Case
– 40% optimism bias

Most Likely Case 
– 35% optimism bias

Optimistic Case
– 30% optimism bias

To provide a comparison to judge likely value for money, a private sector bidder price was also developed by Deloitte & Touche using standard private sector funding and tax structures and assuming sculpting of the Unitary Charge starting at 60% in year 1 of the contract.

PFI (DBFO) Value for Money Data (£000s 2006/07 Prices) 

NPV discounted at 3.5% real

(£’000)
Pessimistic Case
Most Likely
Optimistic Case

PSC
62,764
61,424
60,084

PFI Costs
56,085
56,085
56,085

Value for Money
6,679
5,339
3,999

Sensitivity
11%
9%
7%

The above results demonstrate clearly that the PFI (DBFO) route offers substantial value for money advantages over the Public Sector Comparator.  The financial models used in the value for money assessment are included in the appendices.  

The VFM of the PFI (DBFO) option accrue from:

· Economies of scale – from the critical mass and contiguity of the fast-track investment programme underpinned by long term contractual agreement thereby conveying significant purchasing and supply chain advantages

· Management economies from a whole contract/whole life approach

· Potential for significant and sustained service delivery improvements following completion of fast-track investment programme

· Improved management of risk by the private sector.  

5.
PFI CREDITS

The PFI credit applicable to the proposed project has been calculated in the normal way for street lighting PFI, i.e. by deducting NPV of the first five years capital costs of the Do Minimum Option from the equivalent costs for the PFI solution.  This calculation generates a PFI credit of £27,614,850.  

The special grant flows from the calculated PFI credit have been added to the City’s existing street lighting maintenance resources and this indicates that there would be a funding deficit.  The Council recognises that the level of this deficit may change as a result of the procurement process and is therefore willing to consider meeting the gap from alternative resources.  

Consideration will be given to the potential income at the procurement stage to the generation possibilities of a PFI street lighting solution consistent with wider road safety and environmental considerations.  However, it is not expected that these will be significant based on experience to date on other street lighting PFI projects.

6.
PROJECT IMPLEMENTATION ISSUES

6.1
Risk Transfer

An initial analysis of the risks inherent in the project has been undertaken as part of the development of this Expression of Interest based on the indicative risk matrix in the 4Ps PFI Street Lighting Procurement Pack.  The City intends to allocate risk in accordance with this guidance.  A detailed strategy for allocating risks and the management of retained residual risks will be developed at Outline Business Case (OBC) stage. 
6.2
Market Soundings

Nationally PFI procurement has become an established method of procurement for large scale investment projects to modernise street lighting infrastructure.  The industry has responded positively to the development of PFI solutions for street lighting, for example though the formation of new consortia and the entry of major civil engineering and electricity companies into the street lighting market.  The City is well placed geographically to benefit from a number of street lighting schemes operating in the area and its advisors are confident that the project would attract a high level of market interest and that innovative and competitive bid proposals would be received.  Specific market soundings will be undertaken at Outline Business Case stage.  

6.3
Stakeholder Support

The Highways and Street Care Best Value Improvement Plan was approved by the City Council on the 17th April 2002. Objective R 18 to “Produce a business case for PFI Funding” for street lighting was included in the Improvement plan.  Subsequently, the report of the Director of Development Services to the Lead Member for Development Services on 12th May 2003 agreed to the appointment of Deloitte & Touche and Derek Rogers Associates as consultants to assist the Council with a PFI bid for street lighting.  

6.4 Project  Management and Delivery 

Project Team

It is expected that the City’s sponsor and owner would be Allan Reid, Head of Engineering and Highways.  Tel 0161 793 3822

A small, high-level Project Steering Group would be established to drive the project forward through the Outline Business Case and procurement stages.   Membership would comprise lead officer representatives from key City Directorates dealing with Engineering, Financial, Corporate and Legal matters including:    

· Allan Reid, B.Sc., D.M.S.. C.Eng., M.I.C.E., M.I.Mgt. Head of Engineering and Highways

· Steven Lee, B.Sc., M.Sc., I. Eng, M.C.I.T., M.I.H.T., M.I.I.E. Traffic & Transportation Manager

· Stuart Collins, M.I.L.E., Group Engineer Street Lighting

The City has set aside funding for the development and submission of the Outline Business Case in 2003/04 financial year.  Funds will be prioritised as necessary for 2004/2005.  

The City recognises the importance of effective project management in achieving the required project outcomes and successfully delivering the street lighting service improvements and wider benefits sought.  Accordingly, it intends to follow the OGC’s Gateway process throughout the project development and procurement process.  

Project Timetable

The proposed timetable for project approval and procurement is presented in Appendix A.

6.5
External Advisors

The City has appointed Deloitte & Touche as financial advisers and Derek Rogers and Associates as technical advisers to provide supplementary expertise and to assist with the preparation of this Expression of Interest and the development of and Outline Business Case.  As one of the largest international providers of professional accountancy and consultancy services, Deloitte & Touche have considerable experience in PFI procurement and are lead advisers on a number of local authorities PFI street lighting projects.  

Derek Rogers & Associates (DRA) is an expert consultancy specialising in the provision of professional advice and services to clients throughout the UK in connection with all aspects of public lighting and associated electrical works.  DRA has substantial experience on all aspects of PFI street lighting projects, including, early feasibility studies, Outline Business Case preparation, provision of technical advice throughout the options appraisal and project procurement processes, provision of technical due diligence services and appointment as Independent Certifier.

Appendix A - Proposed Timetable: Project Approval and Procurement

Stage
Target Date

Feasibility
May-June 2003

Expression of Interest submission
July 2003

OBC submission
February 2003

OBC approval
May 2004

OJEC Notice Publication
May 2004

Issue Information Memorandum/PQQ/ISOP
May 2004

Return of PQQ/ISOP
July 2004

First Stage Short-list
August 2004

Issue Invitation to Negotiate
October 2004

Submission of Bids
January 2005

Short-list for BAFO or preferred bidder
February 2005

Issue BAFO Invitation
March 2005

BAFO Submission
April 2005

Appointment of Preferred Bidder
June 2005

Award of Contract
December 2005

Mobilisation
March 2006

Contract Start Date
April 2006

We feel this is a prudent timetable that may, depending on circumstances, be improved upon in practice.  

Appendix B – Options Appraisal

Appraisal of Investment Options

The Council has developed and evaluated a number of alternative investment/service delivery options in accordance with HM Treasury and 4Ps best practice guidance to identifying the best value approach to achieving the foregoing project objectives.   A shortlist of three possible investment options was identified as follows.     

Option 2.
Do Minimum  – this option effectively continues the existing reactive maintenance led approach backed by investment to replace failing columns on a one for one basis.  

While a Do Minimum level of investment would be designed to maintain the operational capability and safety of the street lighting stock over the medium term, it would need to be backed by the Council’s current maintenance led regime to combat the effects of an ageing and deteriorating stock.  Indeed, a Do Minimum approach would inevitably generate an escalating maintenance requirement as the proportion of outdated and life expired columns increases and overall condition and functionality degrades.  Over time an increasing proportion of available resources would necessarily need to be allocated to unavoidable and non-routine maintenance works.  Without significant investment to replace outdated stock, growing structural problems would present increasing risks for pedestrians, road users and street lighting operatives.  Within an estimated period of ten years, a large and unmanageable backlog of column replacements would build up generating a significant and unavoidable investment requirement which would need to be addressed, possibly on an emergency basis. Significantly, a Do Minimum approach offers no opportunities for improving lighting levels and the quality of street lighting services needed to deliver the wider community benefits.  Overall, a Do Minimum approach would be likely to lead to a drop in service standards reflected in deteriorating levels of performance as tracked by published Performance Indicators.  

Option 3.
“Steady State” Progressive Replacement - a structured programme of mainly one for one column replacements designed to reverse and remove the backlog of deteriorating and failing columns within a period of 10 years.

A basic “Steady State” programme would be designed to remove the backlog of column replacements and broadly to achieve a target balanced age profile for the column stock within about 10 years reflecting good asset management practice.  The “Steady State” target is based on achieving a reasonably balanced average age profile for the column stock assuming columns achieve a maximum safe and effective functional life of around 35 years.  Deteriorating concrete columns and older un-galvanised mild steel stock would be prioritised for early repair or replacement.  

In line with good asset management practice, ongoing column replacements would be maintained at a level which broadly maintains the age and condition profile of the stock achieved at the end of year 10. 

While a “Steady State” investment programme would utilise modern lanterns, columns would be replaced largely on a one for one basis, therefore some improvement in lighting standards would be evident.  However, modern lighting standards could not be achieved through one for one replacement because of extended column spacings in many parts of the city therefore a “Steady State” approach would not fully deliver the wider community benefits which the Council seeks.  

Option 4.
“Fast-track” Replacement & Improvement – rapid replacement of all outdated and life expired failing columns with new stock and to achieve wider improvement in lighting standards to achieve EN 13201 lighting levels throughout the Council within 5 years.  .   

Under a fast-track column replacement programme all lighting infrastructure anticipated to be at the end of its useful life during the 25-year project period would be replaced and modernized to the relevant European standard within five years.  Therefore, lighting standards throughout the area would be rapidly brought up to European standards to achieve the wider community benefits which the Council seeks.  This five year investment period was selected to align with DfT methodology for calculating the funding contribution for PFI street lighting projects based on the initial investment requirements over the first five years to achieve modern standards of quality and performance.       

Financial Evaluation of Options

Financial models incorporating estimated capital and revenue cost flows over a 25-year appraisal period were developed for each of the options.  Costs for capital investment to improve the street lighting stock, maintenance costs and energy costs were estimated at Q206 constant price levels (excluding inflation) and discounted to Net Present Values (NPV) using the current 3.5% discount rate as recommended by HM Treasury to facilitate an economic comparison of the options.  

Capital cost estimates reflect typical costs for column replacement, including District License Holder electrical connection charges as appropriate based on the indicative column installation programmes indicated for each of the investment options.  

Maintenance cost estimates are based on a “unit maintenance cost per column year” derived from assessments of the variable and non-variable maintenance elements.  Estimated changes in annual maintenance costs are based on year on year changes in the overall age profile of the column inventory and consequential changes in variable maintenance cost estimates.  

Energy cost estimates are based on existing energy prices adjusted where necessary to reflect increased energy consumption from improved lighting standards.    

Non-financial Evaluation

A matrix evaluation using weighting and scoring techniques was used to compare, in relative terms, how well each of the above replacement options meets technical and service delivery criteria.    Results are summarised in the following table.  



Do Minimum
Steady State
Fast-track Asset Renewal


Weight
Score
Weighted Score
Score
Weighted Score
Score
Weighted Score

Risk Management/Safety 
15
1
15
2
30
3
45

Quality of Services Delivery
25
1
25
2
50
3
75

Wider Community Benefits
20
1
20
1
20
3
60

Environmental Improvements 
15
1
15
1
15
3
45

Energy Saving & Sustainability (LA21)
15
1
15
1
15
2
30

Customer Friendly/Incidence of Complaints 
10
1
10
2
20
2
20

Totals
100

100

135

275

% of Total Score


33%

45%

92%

Rank


3rd

2nd 

1st

   Key to scores:
3  Fully meets objectives



            



2  Partially meets objectives



1  Substantially fails to meet objectives

City of Salford Council Street Lighting Improvements: NATA Appraisal Summary Tables
Do Minimum Option 

Problems


A significant proportion of the street lighting infrastructure is degraded and life expired and the quality of lighting in many areas falls below modern standards.  Existing lighting standards are substantially below EN13201.  The City Council’s objective is to modernise the lighting infrastructure and provide lighting throughout the City to current EN13201 standards to improve the streetscape and night time environment for residents and visitors and importantly to reduce street crime, fear of crime and road accidents.

Other options
Steady State Replacement, Fast-track Replacement

Objectives
Qualitative impacts
Quantitative measure
Assessment

Environment
Noise
None
 
Neutral


Local air quality
None

Neutral


Landscape
No improvement to street scene

Light pollution from obsolete lanterns
Number of Columns replaced

Proportion of life-expired stock
Negative


Biodiversity
None

Neutral


Heritage
None

Neutral


Water   
None

Neutral

Safety
Accidents
No reduction in night time road accidents 
Number and cost of night time road accidents.
Negative


Crime 
No reduction in street crimes and disorderly conduct.  Fear of crime remains at high level
Number and cost of street crimes.  

Fear of crime survey results
Negative


Personal safety
Some increase in personal injuries due to outages and poor lighting levels, increase in fear of crime 
Number of night time personal injury cases. Crime and fear of crime survey results
Negative

Economy
Journey times & vehicle op costs 
No improvement in night time journey times as lighting standards remain poor 

Negative


Cost
Capital Cost first 5 years

£1.03m (NPV)


Journey time reliability
No improvement in night time journey times as lighting standards remain poor 

Negative


Regeneration
No contribution to regeneration
Number of relighting schemes incorporating regeneration objectives 
Negative

Accessibility
Pedestrians and others
No improvement in personal access during hours of darkness

Negative


Access to public transport
No improvement in personal access during hours of darkness
Number of relighting schemes at public transport interchanges
Negative


Community severance
None

Neutral

Integration


           -
Likely increase in night time car use with no improvement in lighting standards
Number of night time car journeys
Negative


Cost Benefit Analysis: CBR 0 

Steady State Option 

Problems


A significant proportion of the street lighting infrastructure is degraded and life expired and the quality of lighting in many areas falls below modern standards.  Existing lighting standards are substantially below EN13201.  The City Council’s objective is to modernise the lighting infrastructure and provide lighting throughout the City to current EN13201 standards to improve the streetscape and night time environment for residents and visitors and importantly to reduce street crime, fear of crime and road accidents.

Other options
Do Minimum, Fast-track Replacement

Objectives
Qualitative impacts
Quantitative measure
Assessment

Environment
Noise
None
 
Neutral


Local air quality
None

Neutral


Landscape
Limited improvements in street scene

Limited reduction in light pollution
Number of Columns replaced

Proportion of life-expired stock
Positive


Biodiversity
None

Neutral


Heritage
None

Neutral


Water   
None

Neutral

Safety
Accidents
Limited reduction in night time road accidents 
Number and cost of night time road accidents.
£6.49m (NPV)


Crime 
Limited reduction in street crimes and disorderly conduct.  Fear of crime remains at high level
Number and cost of street crimes 

Fear of crime survey results
£7.06m (NPV)


Personal safety
Limited improvement in personal safety where lanterns upgraded
Crime and fear of crime survey results
Positive

Economy
Journey times & vehicle op costs 
No significant improvement in night time journey times as existing lighting standards generally retained 

Negative


Cost
Capital Cost first five years 

£5.02m (NPV)


Journey time reliability
No significant improvement in night time journey times as lighting standards remain below standard 

Neutral


Regeneration
No significant contribution to regeneration
Number of relighting schemes incorporating regeneration objectives
Neutral

Accessibility
Pedestrians and others
No significant improvement in personal access during hours of darkness

Neutral


Access to public transport
No significant improvement in personal access during hours of darkness
Number of relighting schemes at public transport interchanges
Neutral


Community severance
None

Neutral

Integration


           -
Likely increase in night time car use with no significant improvement in lighting standards
Number of night time car journeys
Neutral


Cost Benefit Analysis: CBR 1:2.7 

Fast-track Replacement Option 

Problems


A significant proportion of the street lighting infrastructure is degraded and life expired and the quality of lighting in many areas falls below modern standards.  Existing lighting standards are substantially below EN13201.  The City Council’s objective is to modernise the lighting infrastructure and provide lighting throughout the City to current EN13201 standards to improve the streetscape and night time environment for residents and visitors and importantly to reduce street crime, fear of crime and road accidents.

Other options
Do Minimum, Steady State Replacement

Objectives
Qualitative impacts
Quantitative measure
Assessment

Environment
Noise
None
 
Neutral


Local air quality
None

Neutral


Landscape
Significant improvements in street scene

Reduction in light pollution
Number of Columns replaced

Proportion of life-expired stock
Positive


Biodiversity
None

Neutral


Heritage
None

Neutral


Water   
None

Neutral

Safety
Accidents
Reduction in night time road accidents 
Number and cost of night time road accidents - 20% reduction in night time road accidents.
£44.20m (NPV)


Crime 
Reduction in street crimes and disorderly conduct.  Reduction in fear of crime
Number and cost of street crimes  - 20% reduction in street crimes.  

Fear of crime survey results
£48.05m (NPV)


Personal safety
Reduction in personal injuries as lighting standards are improved
Number of night time personal injury cases
Positive

Economy
Journey times & vehicle op costs 
Improvement in night time journey times as lighting standards improve 

Positive


Cost
Capital Cost first 5 years

£26.54m (NPV)


Journey time reliability
More reliable night time journey times as lighting standards improve 

Positive


Regeneration
All town and commercial centres lit to European lighting standards
Number of relighting schemes incorporating regeneration objectives 
Positive

Accessibility
Pedestrians and others
Enhanced personal access during hours of darkness form better lighting standards

Positive


Access to public transport
Better personal access to public transport facilities during hours of darkness
Number of relighting schemes at public transport interchanges
Positive


Community severance
None

Neutral

Integration


           -
Improved lighting likely to promote increased use of public transport with corresponding reduction in night time car journeys
Number of night time car journeys
Positive


Cost Benefit Analysis: CBR 1:3.6 

Appendix C – Financial Models

Models Included:

PSC Calculation

PFI Reference Project Model (Hypothetical Private Sector Price)

Affordability model
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