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ENVIRONMENT DIRECTORATE


Briefing Note TO SMT
SEPTEMBER 2008

Subject –REPORT TO SMT ON WAY FORWARD CONCERNING MACHINERY FOR GM SERVICES
Purpose of Report 
To update SMT on a way forward in respect of key issues concerning extending growing seasons and the utilisation of Grounds maintenance equipment. With to day’s modern climate and ongoing discussions with Housing options and Schools for the future, it is imperative that we have the right equipment to manage the contracts we are now negotiating. This also shows our commitment to staff regarding bringing modern up to date equipment into the service and makes us fit for purpose through the challenges we face.
KEY ISSUES
GROUNDS MAINTENANCE SGM CONTRACT
We have now been in partnership with SGM since 1st March 2005, ie 2 year lease hire agreement with a 2 year optional extension which was agreed in 2007.The current arrangement expires in February 2009. This has been an excellent partnership and assists us in the day to day running of the grounds maintenance contract. With the equipment and the staff training we have reduced complaints and given the people of Salford an excellent service, winning numerous awards along the way. The equipment is of vital importance in terms of contract delivery and a quality performance.  

CAPITAL FUNDING 2008/2009
There is £60k available in 2008/2009 it has been identified through the Business Planning process that the priority in spend should be the purchase/renewal of grass cutting equipment considering its practicability in the success of the business.
PROPOSED WAY FORWARD
There have been a number of meetings and discussions held to date regarding the SGM contract. A number of options have been considered and can be seen in appendices 1,2,3. Concerns have been expressed by Grounds maintenance managers that leasing costs may be considerably high upon any re tendering exercise. Considering these concerns service managers have requested indicative costs from SGM for similar equipment that we presently use. The indicative increased costs are shown in appendix 1. Considering the very competitive tender received from SGM in March 2005, the current contract has an approx value of £110k. The new leasing cost is approximately £148,817 for three years as per attached document in appendix 1 and shows an annual increase of £38,817 per annum.
QUALITY OF EQUIPMENT
As part of the improvements to the Grounds Maintenance service as at 1st March 2005 and following significant consultation with staff, regarding high specification equipment was leased specified through the SGM contract. Considering its quality and subsequent lifespan the GM service has requested indicative costings from SGM for the outright purchase of existing machines considering their condition. These figures to buy the equipment can be seen highlighted in appendix 2, and there expected life span would be approximately 3 years.
PROPOSAL
It is proposed that the GM service enters into negotiations with SGM to outright purchase the machines shown highlighted in appendix 2 at a cost of £62,550,  with a view to utilising the capital available for 2008/2009. In tandem with this it is proposed that the GM service tenders its remaining necessary equipment through the OJEU process.
FINANCIAL IMPLICATIONS
It is anticipated through negotiation that the service could secure the machines identified in appendix 2 within the capital available. This in turn would reduce the number of machines required through lease/hire arrangements by 17 no from 38 original machines making a total of 21 machines on lease/hire please see appendix 3. It is anticipated this cost of the lease/hire arrangement would be reduced from the £148,817 to £95,347 per annum thus reducing the year on year costs to the service of the new machinery supply contract.
SUMMARY
Appendix 1 –Shows the current list of machinery on hire from SGM and to hire this as of 1st March 2009 it is estimated at £148,817 annual cost.
Appendix 2 –Shows the machinery highlighted that the service wish to purchase at a cost of £62,550.

Appendix 3 – Shows the new list of equipment required with the appendix 2 list of equipment removed and with an estimated cost of £95,347.
If we were to purchase all the equipment in appendix 2 this would give us an estimated annual saving of £38,817 in terms of the subsequent lease hire arrangements required.
RECOMMENDATIONS
It is requested that SMT approve the following recommendations:-

1. That Liveability management team, enter into negotiations with contractors in line with standing orders with a view to outright purchase of equipment as shown in appendix 2;for a guidance purchase price of £62,550.

2. That the Liveability management team, proceed with OJEU leasing process for the remainder of the equipment shown in appendix 3.
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