



______________________________________________________________

REPORT OF THE STRATEGIC DIRECTOR OF HOUSING AND PLANNING

______________________________________________________________

TO THE LEAD MEMBER FOR HOUSING

ON 6th APRIL 2006

______________________________________________________________

TITLE: POST 2005 CONTRACT FOR THE ACCOMMODATION AND SUPPORT OF PEOPLE SEEKING ASYLUM

______________________________________________________________

RECOMMENDATIONS:  That Lead Member

1. Notes the content of the report and formally approves the actions taken to date in relation to the contractual bid submission.

2. Approves the bid submission to the National Asylum and Support Service (NASS) to enter a new contract post 2005 at the inclusive price of £14.23 per service user per night, for a 12 month period.

3. Supports the work with New Prospect Housing Ltd, the Authority’s current operational provider of asylum services, to reduce costs to the lower entry band price of £12.25 per service user within the 12- month period specified by NASS.

4. Supports and approves the work in developing robust exit and transition plans in the event of loss of contract.

______________________________________________________________

EXECUTIVE SUMMARY:

 The purpose of this report is to:

1. Inform lead member of the protracted and difficult negotiations undertaken with the National Asylum and Support Service (NASS) on securing a new contract for the North West Consortium East Authorities for the dispersal and support of asylum seekers in to the area.

2. Lay out the timeline on the negotiation process so far including the need for decisions to be made outside the normal reporting framework due to the urgency of the timeframe.

3. Inform lead member of the focus of the NASS negotiating team, which has been around price parity with private sector providers and the transfer of both financial and political risk to providers. .

4. Detail the number of bid submissions and rejections over a five month timescale and to provide a rationale to the current bid submission for a contract based on a two tier pricing system and to gain support for Salford’s submission of 90 properties at the higher band price of £14.25 per service user per night. At 80% occupancy this would give a contractual income for 12 months of £1,155,444.

5. Describe and seek   support to continue to work with New Prospect Housing Ltd (NPHL) to reduce contract costs   to £12.25 per service user per night as detailed in the contract submission.

6. Describe the assessment of risk attached to either a successful or unsuccessful bid submission in terms of operational services, staffing, impact on the private rented sector and on partner organisations and gain support for how those risks might be managed.   

_____________________________________________________________

BACKGROUND DOCUMENTS: 

______________________________________________________________

ASSESSMENT OF RISK: High to medium

There are risks attached to both winning the contract submission on the prices included and to having the contract submission rejected.

Initial risk assessment is as follows 

 There remains a financial risk in terms of operating the contract within the tight budget set. Assessment on the impact on delivery and quality of the service is needed. There is further risk in failing to reduce contract costs to the lower price band in the 12 month specified by NASS and therefore still losing the contract at a later date.

This can be assessed as loss of contractual income to the Authority and to NPHL as the operational provider of the Service that will inevitably impact on staffing resources. Loss of the contract will also result in limited influence over dispersal within the city and increase hidden costs to the Authority i.e.: managing the outcome of dispersal solely in the private rented sector will impact on managing ‘enforcement’ and community  cohesion
______________________________________________________________

SOURCE OF FUNDING: All costs of this contract are met from NASS funding.

______________________________________________________________

LEGAL IMPLICATIONS: 

Legal Services in Manchester as lead on the contract co-ordinate the legal aspects on behalf of the Consortium.

Salford’s legal Services are involved in the signing and reading of any such contract as part of the new contract bid.

_____________________________________________________________

FINANCIAL IMPLICATIONS;

Further discussion must take place following the outcome of the final bid submission as to whether the Consortium is successful in securing a further contract or not. Throughout the contractual negotiations Salford Housing Services accountants have been involved in the costing process and assessing the risks against the different financial models.


COMMUNICATION IMPLICATIONS: Due to the financial and commercial sensitivity of the contractual negotiations any release of information should be carefully managed in consultation with the other Authority members of the North West Consortium East and be coordinated through Manchester as the lead signatory on the contract.


CLIENT IMPLICATIONS: To be assessed


PROPERTY: Dependant on the outcome of the contract submission.

______________________________________________________________

HUMAN RESOURCES: Possible implications of TUPE if the bid submission fails. Manchester as lead Authority are consulting their HR section re application of TUPE. Possible issues of redeployment to be discussed with Salford’s HR.

______________________________________________________________

CONTACT OFFICER: Janice Samuels 0161 922 8773

______________________________________________________________

WARD(S) TO WHICH REPORT RELATE(S): All in terms of new dispersal arrangements and transition of current contracted properties.

______________________________________________________________

KEY COUNCIL POLICIES: Diversity and Social Inclusion

                                             Community Cohesion

______________________________________________________________

DETAILS:

1.0 Background To Contractual Negotiation

1.1 In November 2000, Salford as part of the North West Consortium East comprising the 10 Greater Manchester Authorities plus Blackburn with Darwen entered into a five year contract with the National Asylum and Support Service (NASS) to provide public sector accommodation and support services to people seeking asylum. Manchester acts as the Lead Authority and signatory on the contract.

1.2 The contract formed part of a national dispersal programme to alleviate pressures on Southern Authorities who had previously housed and supported asylum seekers arriving newly into the country.

1.3 The previous contract was based on price per property. Under this contract, participating Authorities were paid a void rate for unoccupied properties of 85%,a protection of significant income whether NASS dispersed asylum seekers to the Consortium or not.

1.4 In 2005 the National Audit Office conducted a review of NASS. The subsequent report was critical of how NASS operated the contract with particular regard to risk management both of financial and political considerations.

1.5 In light of this report NASS adopted a very different approach to negotiation on new contracts post 2005. There was a clear focus on the transfer of political (visible empty properties in areas of housing demand) and economic (payments of 85% on empty properties) risk, from NASS to providers, including local authority consortia.

1.6  Negotiations on the post 2005 contracts started in the summer of 2005.  Negotiations on behalf of the North West Consortium East were lead by Consortium steering group members. NASS employed consultants to carry out all contractual negotiations on their behalf.  The designated consultants kept to a clear brief.  Any new contract was to be based on price per service user dispersed. This meant that no payments for voids would be made, transferring the risk to the provider,  The overriding factor for the awarding of any new contracts would be based on cost. The consultants saw no difference in terms of providers between public and private sector either in terms of risk or price.

1.7 The Consortium negotiation stance, particularly on cost was that Local Authorities are unique as providers placing provision of services within the context of overarching statutory action.  Furthermore, local authorities do not have discretion in terms of their overarching statutory duties as providers of public services and that inherently Local Authorities do not have the same freedoms or flexibilities as private sector providers to drive down price without adversely affecting the quality of service delivery.

1.8 Despite submissions to the NASS negotiating team endorsed by the North West Consortium Executive Board and by AGMA Executive group to this effect, the negotiating stance of NASS remained consistent in terms of Local Authorities nearing or matching private sector prices.

2.0 Timeline on Negotiations September 2005 to January 2006 

2.1 In September 2005 the North West Consortium submitted an initial bid to NASS. This bid was based on the assumption that the contract price should go in high enough to mitigate some of the risks attached to a price per service user model. The details of the initial bid were:     

Estimated annual cost to Salford  £1,599,065

 Estimated annual income             £1,602,048

NASS accepted the initial bid submission, which was accompanied by an extensive list of issues and concerns to be addressed during the negotiation phase.

2.2 
Officers of the Consortium, following the bid submission, entered   into a series of meetings with NASS negotiators through to     November 2005 in an attempt to reach agreement on contract          price, terms and other technical points relating to the contract.

2.2 NASS remained consistently unwilling to make amendments to its contractual documentation and viewed the meetings as discussions to support providers to reach a point where they were able to submit a best and final offer.

2.3 The original price for the contract was rejected by NASS and providers were then asked to submit a best and final offer by no later than 25th November 2005. Offers were then assessed on the understanding that contracts would be awarded to those organisations offering the “most economically advantageous terms”.

2.4 The North West Consortium, through Manchester as the lead Authority, submitted a best and final offer to NASS for a new contract on 24th November 2005. NASS had made it clear that it would only make small allowances in terms of the unique costs of service delivery to local authorities for delivering services and maintain the position that it expected little if any difference between public and private sector costs.

2.5 During this time Salford Housing Services held a series of meetings with the operational providers of accommodation and support services to people seeking asylum New Prospect Housing Ltd (NPHL). The meetings were to balance cost reduction against service delivery in order to bring Salford’s costs in line with the best and final offer submission. The final submission price submitted was £18.66 average per service user per night.  On this basis the estimated annual income to Salford was £1,335,842 based on an assumed occupancy level of 80%. The costs were achieved by removing wraparound costs and by reducing the provision for redecoration of properties within the contract. 

NASS presented a ‘target price’, indications were that AGMA Authorities would be unlikely to reduce their projected costs as a whole to meet that target as part of the best and final offer (BAFO).

2.6 Alongside theBAFO, the North West Consortium negotiated with NASS at a senior level to submit an alternative proposal. The proposal was submitted on the basis that some of the 11 participating Authorities could reduce their costs to a level deemed acceptable by NASS. New Prospect Housing expressed concern that operationally they would be unable to commit to a lower contract price without a root and branch review of service provision.  The original BAFO from the Consortium was rejected by NASS on price.

2.7 In December 2005, an assessment was carried out on the risks to Salford 

· Of not being part of public sector asylum dispersal and the hidden costs of managing a purely private sector dispersal in the City,  

· Financially and operationally if Salford was part of an alternative contract proposal.  

On the 16th December a meeting took place between NASS officials and the Executive Board to find a way forward in terms of keeping the North West Consortium in a dispersal contract. On 20th December, the Head of Housing sought and obtained political support, through the Lead Member for Service Development/NeighbourhoodManagement,forSalford’s participation in the alternative proposal.

This proposal, submitted on the 23rd December, offered an overall fixed price contract based on value for money operating costs.This proposal kept all Local Authorities in the contract, yet offered significant savings to NASS over the term of the contract.  

2.8 On 5th January 2006 the Consortium received notification from NASS that ministerial board had not accepted the alternative proposal put forward. Manchester’s Chief Executive sought to raise the issue at AGMA. A further meeting was arranged on the 10th January between the Chief Executive of Manchester and NASS Senior Officials.

2.9 The view taken at the AGMA Executive meeting was that, subject to political approval, those Authorities that were able to, should look at participating with a reduced housing portfolio at a lower cost and that each authority would need to decide how it would meet the cost savings. Agreement was reached with NASS that a further reduced bid would be sent to them no later than the 13th January 2006. This bid would be based on a two tier pricing structure allowing maximum participation of Consortium Authorities. In consultation with Housing Services lead accountant, the Assistant Director of Community Housing Services, the Head of Housing and Lead Members for Housing and for Service Development/Neighbourhood Management Salford entered a bid as part of the higher tier contract price. This intention was communicated to the Director of NPHL.

3.0 Tracking Decisions

3.1 At the onset of the new contract negotiations and in light of the Consortium’s experience in negotiating the 2000 contract, notification was given at the outset that due to the extremely tight timescales throughout the negotiation process it was unlikely that decisions could be made within the timeframes of the decision making processes of Local Authorities. Each Authority was asked to identify a Lead Member who could make decisions at short notice. Lead Member for Service Development/Neighbourhood Management, as Salford’s representative on the Executive Board of the Consortium was identified.
3.2 Manchester’s Principal Manager for Asylum and Refugee Services has provided regular reports to AGMA Leaders and Chief Executive meetings. These reports have covered all aspects of the contractual negotiations and have sought support and guidance from that body on all issues relating to the negotiations so far.  

3.3 In addition the Housing Advice and Support Service Manager has briefed the Chief Executive and Lead Member in relation to the Salford perspective on the AGMA reports and any emerging issues and /or concerns in relation to the same.

3.4 In November 2005 Salford Housing Services and NPHL held meetings to look at cost reductions o to keep Salford a participating member of any future dispersal contract. Results of those meetings were fed back to Senior Managers within Salford Housing Services.

3.5 Throughout December and the early part of January 2006 there have been daily, sometimes hourly communications between Officers and elected members to keep the Authority’s participation in negotiations. 

3.6 On the 9th January, Lead Member for Service Development/Neighbourhood Management met with officers to discuss Salford’s participation in a reduced price bid and gave approval to put forward a proposal by the deadline of 13th January 2006.The Lead Member for Housing, was briefed at a formal meeting on 12th January 2006. 

3.7 Contractual negotiations post 2005 have proved difficult throughout. With Local Authority representatives seeking to be as flexible and responsive as possible to ensure that local authorities across the Consortium have had the maximum opportunity to remain involved and to ensure that Authorities have some direct influence on the dispersal of asylum seekers. Whilst NASS have given verbal assurances that any new contracts will place a requirement on providers to consult with Local Authorities prior to procuring properties in their area, there does not appear to be a requirement to comply with the response given. Therefore the overriding concern of all Consortium members has been to retain an element of influence from within the contracting process via the Consortium office.

4.0 Current Situation

  4.1 
Since 10th January, officers in the Consortium have worked closely with NASS officials and participating Local Authorities to make further reductions to operating costs. This resulted in the submission to NASS on 13th January of a contract based on a two-tier payment schedule.

  4.2
The first tier includes a lower payment rate to be applied to                 those Authorities achieving the lower operating costs of £12.25                  per service user per night inclusive (11.19 to the LAs). *The second                 tier would include a higher payment rate of £14.23 per service                  user per night inclusive (13.19 to the LAs)* for a twelve month                  period .The purpose being to allow those Authorities with higher                  operating costs a finite period of time to reduce costs to the lower                  level. The inclusive price per service user includes transport and administrative costs incurred by the Consortium in the running of the new contract.  

4.3
Eight AGMA Authorities have confirmed they can operate the                 contract, 4 at the lower payment level and 4 at the higher.

4.4 
Salford has entered at the higher band level of £14.23 inclusive                (13.19 per night per service user income). The reduction in costs                was achieved by working to a set of assumptions based on the                 risks detailed below     

· Reduction in the current staffing levels based on the reduction of the property portfolio on the new contract.

· Repair costs and decorating costs being removed from the contract and recovered from the rent payment on the properties through the Housing Revenue Account.   

· Contract price is based on a portfolio of 90 properties with a                        maximum capacity of 300 service users. The total annual income based on 80% occupancy would be £1,155,444. 

4.5 Based on this income level assumption Salford would be able to stay within the contract if the above risks are accepted.

4.6
The Home Office Group Investment Board meets on the 31.01.06 to select organisations to be awarded contracts. The outcome will be known in early February. 

5.0  Risk and Risk Mitigation

5.1 The reductions in operating costs achieved by local authorities will result in increased financial and operational risk. Officers will continue to work with NASS to minimise risk prior to contract signature. Individual authorities are expected to minimise risk by continually reviewing operating costs throughout the term of the contract.

5.2 
NASS is clear that the dispersal of asylum seekers will continue into

      
individual authorities at the same rate regardless of whether those      authorities participate in delivering a contract. Participation in a new    contract will allow local authorities to exercise more direct control     over the dispersal process than would otherwise be possible and to       maintain the infrastructure needed to engage with other asylum and      immigration initiatives. 
  5.3 
Had the final submission be rejected Salford as a matter of urgency, would need to further develop a comprehensive exit plan in preparation for contract termination on March 31st 2006. This plan should include;

· Exploration of TUPE arrangements for current staff

· Cost submissions on increased call for private sector enforcement team to intervene in private sector contracts.

· Cost submissions from partner agencies including the PCT, Education and the Social Services.

· Exerting influence through the emerging regional strategic co-ordination group on asylum dispersal.

· Exploring options such as the Gateway programme for the housing and support of refugees. The Gateway scheme is a Home Office programme which houses and supports those whose immigration status has been determined out of country and are already refugees with entitlement to public funds.

6.0 Conclusion   

6.1 Since the summer of 2005 Salford as part of the North West Consortium East, has been involved in negotiations with NASS to secure a further Public sector contract for the accommodation and support of Asylum Seekers.

6.2 
Negotiations have been protracted and difficult. The main focus of      the NASS negotiation team has been price parity with private sector providers and the transfer of risks, both financial and political to providers.

6.3 
Representatives from the Consortium Local Authorities have sought to be flexible and innovative and have received support from AGMA Chief Executives and elected members to maintain public sector involvement in asylum dispersal to the city.

6.4 
Despite this, initial bids submitted to NASS were  rejected on price.

6.5 
Following an emergency meeting between Manchester’s Chief Executive and senior officials from NASS on the 10th January a final contractual bid was forwarded for consideration on the 13th January. The contract will be based on a two tier pricing structure. Salford has put forward a portfolio of 90 properties at the higher pricing band of £14.25 per service user per night. The successful bid submission would give Salford a contractual annual income for the first year at 80% occupancy of £1,155,444.

6.6
Further assessments are needed on the risks attached to the successful bid submission, in terms of the impact on operational services, staffing, the private rented sector and partner organisations.
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