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REPORT OF THE STRATEGIC DIRECTOR FOR SUSTAINABLE REGENERATION 
TO LEAD MEMBER PLANNING ON 2 NOVEMBER 2010
AND THE LEAD MEMBER FOR CUSTOMER AND SUPPORT SERVICES ON 8 NOVEMBER 2010
	TITLE:
	RE-PROCUREMENT OF THE RE-THINKING CONSTRUCTION PARTNERING PROGRAMME – OPTIONS AND PROPOSALS


RECOMMENDATION:  
That Lead Member approves:
1.
The re-procurement of Construction Partnering for the City Council based upon Option 4.1 a) and the categories set out in Table 1; this Option includes Mini Competitions where appropriate with provision for some direct allocation of project/work as explained in paragraph 3.1.
2.
Advertisements to be placed for compliance with European Legislation and in local / trade press to encourage local companies to access the advertisement and submit Expressions of Interest/Tenders in accordance with the approved re-procurement process.
3.
The Strategic Director for Sustainable Regeneration be authorised to approve all actions necessary to progress the procurement processes for both the Construction Partnering and Specialist List up to final reports being prepared; Lead Member for Planning to approve the appointment of all Construction Partners for all categories, and those companies named on the specialist list 
4.
That the Procurement Strategy and Responsibilities as outlined in Section 7 be approved and specifically that Urban Vision be appointed as recommended to undertake the procurement processes for the Council and ultimately administer both the Construction Partnering and the Specialist List.
5.
That a specialist trades and services list be created to support the Construction Partnering for services that are regularly used but where it is more efficient not to use the Construction Partner; and that this list be created following a tendering process that ensures value for money; and local companies are encouraged to participate as part of a supply chain. Approval of this list to be subject to final approval by Lead Member.  
EXECUTIVE SUMMARY: This report outlines the proposals for re-procurement of the Re-thinking Construction Partnering. The Council has benefited from construction partnering for several years and following reviews and assessment it is recommended that construction partnering continues. This report outlines the options researched and considered prior to making any recommendation which includes introduction of mini competition between construction partners for future projects,  and provides for the appointment of Urban Vision to manage the re-procurement process.    
BACKGROUND DOCUMENTS:

(Available for public inspection)
Report to the Lead Member for Development Services entitled “Procurement of Construction”- 10th March 2003

Report to the Lead Member for Housing entitled “Procurement of Construction”- 21st March 2003

Report to the Lead Member for Development Services entitled Re – thinking Construction Progress Report – 7th July 2003 
KEY DECISION:
YES, the construction projects that will be allocated will during the period of this arrangement exceed £100k in value. Construction projects allocated will be in more than two wards in the city.  
DETAILS:
1.0 
Background
1.1
Since 2003 the Council has implemented the recommendations on procurement of construction and construction-related projects from the report by Sir John Egan (1998); initially advertising nine categories of construction work and later two further categories.  This strategy ensured the council was compliant with one of the recommendations in the National Procurement Strategy; however there have been other significant benefits from the process as explained further in this report. 
1.2
An independent report into the Council’s Construction Partnering / Salford Construction Partnership was commissioned from Kitshoff Gleaves in 2007; this report gave a valuable understanding for officers of the benefits to be gained from the partnering model and how / where improvements could be made. In addition  Officers, supported by an Independent advisor from Turner Townsend, undertook a review of the construction partnering from an operational level and identified a number of improvements that could be made to systems,  the majority of which have been implemented. However some can only be implemented under any programme of re-procurement given their impact upon the contractual obligations. It should be acknowledged that officers in the Council and/or those seconded to Urban Vision have gained considerable knowledge about construction partnering through the management of the existing Frameworks. This knowledge and experience is being used to assist other Local Authorities who have implemented or are in the process of implementing the same or similar models to the one Salford City Council adopted.     

2.0 
Benefits 
2.1 
The anticipated benefits when setting up the partnerships was to gain:

· Better value for money - capital and revenue 
· Improved predictability of out-turn costs and time 

· Better design 

· Higher quality 

· Fewer defects 

· More effective procurement 

· Fewer disputes 

· Reduced accidents 

· Better use of scarce resources 

· Increased client and community satisfaction 

· Better whole-life value 

· More respect for people 

Assessment of the benefits is continuous, however on the whole there has been a positive response; it is felt that the Council has gained from the arrangements to date.
2.2 Some of the key Benefits gained from the existing arrangements have been 

· Earlier contractor involvement in projects, from which transpire
· Reduction in costs

· Reduction in risk 

· Ability to commence work on site earlier and therefore complete and hand over at the earliest opportunity

· Significantly improved site Health and Safety data collated and monitored monthly

· Greater collaboration including alternative methods of delivering projects and /or introduction of innovation and sharing of ideas and opportunities 

· Increased site monitoring of waste and recycling of materials 

· Sharing of training and facilities

· Increasing focus on local employment opportunities

· Focus on local Supply Chain Management 

It would be important in whatever procurement process replaces the present arrangements that these benefits were not lost through an alternative approach. However it must be stressed that this list is only a sample of what has been achieved.
3.0 
Allocation of Work 

3.1 
Allocation of work under a Framework contract has two options:

· By negotiation (in effect direct allocation)
· By mini competition

Traditionally the existing Frameworks have operated via negotiations as a preferred option and on the whole it has worked very well. However it is recommended that if the Council were to have a stronger basis from which to commence the negotiation of preliminary costs and better information from the contractors on their site teams and specific proposals before allocation of the work, then moving to mini competitions would provide greater benefit. In mini competitions the Construction Partner would be expected to submit cost and quality information relating to the specific project. As the Council will already be in possession of Construction Partners’ overheads and profit details from the original procurement process the Council Client would have to provide each Construction Partner with key project information so that preliminaries can be subject to the mini competition, resulting in preliminary costs to be obtained in competition.  This form of competition ensures the tenders are assessed through formal price / quality evaluation scoring systems. Some relatively minor charges may be incurred later as the project design evolves but this process would provide the Council’s Cost Consultants with a strong basis to negotiate final project preliminaries which can form a significant part of the total construction costs.     
3.2 
It is recommended that mini competitions are adopted and applied to as many of the new Construction Framework arrangements as is feasible; these competitions could be completed within a very short timescale which would not create unnecessary delays or additional bureaucracy and overall be of benefit to the Council.  It would not be feasible to provide mini competition to any category of service where there is only one Construction Partner, and therefore an alternative benchmarking process would be in place to ensure value for money. In addition to this  the category for Responsive Repairs (value £0 - £100k) is a service area where both direct allocation and mini competition should apply, as some of their work will require immediate action, whereas other work may have less urgency and allow time for allocation following mini competition. Decisions as to which to use are a technical decision that can only be made on a job by job basis, albeit the Council would expect to agree a protocol to minimise the risk of abuse of any opportunities a project supervisor may have in making a choice between direct allocation of work and mini competition.   
3.3 
Qualitative information is another significant element and the Council should, if using the process recommended in this report, request information about the Construction Partner’s proposed site team, including added value and innovation that can be brought to the project.  Other information including supply chain intentions will be required and this should encourage the Construction Partner to optimise the benefits for local companies and the number of new and sustained local jobs to be created on the project and in which trades. This specifically links to work currently in progress for introduction of a Construction Employment Integrator. Assessing local benefits is a responsibility of the Salford Construction Partnership and the aim would be to match local people to new job opportunities through a data base. In addition some projects that are grant funded require collection of information/data on jobs safeguarded, or created or where training is offered. These requests will be built into arrangements with construction partners.         

4.0 
Procurement Options
4.1 
More detailed analysis for each option is set out in Table 3 attached, the overview of options titles is:
a) One Council only Framework with either Direct allocation OR Mini Competition, plus Target Cost and Shared Savings

b) Dual Council only Framework with either Direct allocation OR Mini Competition, plus Target Cost and Shared Savings

c) Procurement of a Management Contract  for all construction activity
d) Utilise the Office of Government Commerce Framework OR the North West Construction Hub Framework OR the North West Development Agency Framework OR through the Council’s existing arrangements for the Building Schools for the Future Programme 
e) Return to formal tendering through Standing Lists and utilise the facilities from Construction Line

f) Procure a Construction / Developer Framework

4.2
Each of the options set out in Table 3 provides an indication of the benefits that could be gained by choosing that Option, and the concerns / drawbacks. These have been considered by Officers in some depth prior to making any recommendation as to a preferred option
4.3
The strong knowledge gained from the existing arrangements and the systems adopted / applied have been successful and application with new arrangements is essential as a foundation upon which to build, examples include:
· Open Book Accounting

· Monthly Safety Health and Environment reporting / monitoring 
· Application of and further development of Performance Indicators

· Extending the collaborative work between the Contractors and further development of the local supply chain
· Supporting Local Employment; development / training opportunities (opening a more structured route for employability and those returning to work)
· Regular Communications to all Contractors (e-Bulletin, WebSite www.rtcinsalford.info and bi- annual Forum) 

· Monitoring of Corporate Social Responsibility and working with local communities
5.0 
General
5.1
In addition work has been undertaken with the Audit Commission’s Partnership and Performance specialists and the Council’s Internal Auditors. Development of procedures and documents to support and manage partnerships corporately is progressing; and this is monitored by the Portfolio Board. These documents will provide a strong balance for the future governance and management in delivering the Council’s construction projects and general management of partnerships. 
5.2 
A number of the Framework Partners are members of the Salford Construction Partnership and work is ongoing to achieve greater integration between the existing Construction Partners and the Salford Construction Partnership. It is anticipated that the future construction arrangements would continue with these developments.
5.3 
In addition, the existing Construction Partners have been providing ideas that can improve schemes and working practices and provide greater savings. Collaborative working really has begun to generate benefits that are often not publicised or acknowledged and this has not been restricted to the work for the Council; in some categories partners are sharing ideas, training and facilities. 
6.0 
Categories 
6.1 
The existing categories of construction partnering as originally advertised under the principles of Re-thinking Construction are set out in Table 2. The categories recommended for this new procurement process are set out in Table 1.  
6.2 
Not all the categories terminate on the same date; however this will assist in the procurement and delivery of the new arrangements. The new categories do not ‘match’ those that operate currently. European Law now sets a maximum time limit of 4 years for these agreements and the recommended number of categories has been based upon this and likely budget expenditure during that period.
7.0 
Procurement Strategy and Responsibilities
7.1 
The procurement strategy requires a number of professional skills; it is recommended that:

· the Strategic Director for Sustainable Regeneration remains the lead client for the procurement process and future management of these services on behalf of the Council;

· the Corporate Procurement Team provide support and advice throughout the procurement process

· Urban Vision provide the technical and specialist advice to
a) lead the procurement on behalf of the Directorate and complete all evaluations of tenders in conjunction with representatives of the Client and colleagues from other Directorates,

b) draft all documents and reports required to ensure full compliance with legislation, European Directive and the Client’s instructions and ensure that all technical  information / support required by the project and documents is available in a timely manner
 7.2 
Upon appointment of the Construction Partners Urban Vision manage the new arrangements in accordance with the Development Services Partnering Agreement dated 31st January 2005; however such appointment only to be formally confirmed following Urban Vision meeting Performance Management targets as required by the  Project Initiation Document and Outline Brief issued to them in August 2010. It is recommended that confirmation of this appointment is delegated to the Strategic Director for Sustainable Regeneration.    
7.3 
All fees for the work Urban Vision undertake for the work allocated to them in this report (technical and specialist advice in the procurement process and the future management fees) to be approved by the Strategic Director for Sustainable Regeneration and the City Treasurer following submission to the Business & Construction Project Management meeting /Urban Vision Commercial Forum. 
7.4 
These arrangements allow the Council the benefit of accessing all the technical knowledge that Urban Vision has developed not only with Salford’s existing arrangements but also with other Local Authorities where Urban Vision have developed and managed a number of construction partnering or major construction projects (in which they now are acknowledged as having unique and valuable experience).   
8.0 
Governance
8.1 
New governance structures were introduced in Spring 2010 for Urban Vision and Re-thinking Construction Partnering. These provide for a strengthened reporting and monitoring system and specifically for Re-thinking Construction to report to the Business & Construction Project Management meeting, meeting once every two months. This group will be chaired on an interim basis by the Strategic Director for Sustainable Regeneration and will monitor existing construction partnering and act as a project board for the procurement process
8.2 
It is anticipated that as a result of the new governance and communications  network and monitoring being undertaken an annual reporting system could be developed alongside a record of work commissioned across the authority 
9.0 
Conclusion
9.1 
The Council’s existing arrangements for delivery of construction projects is principally through the Re-thinking Construction programme, this programme is due for re-procurement by spring 2011. Following reviews and in the light of experience to date of construction partnering, considerable knowledge has been gained that can be usefully applied to any future arrangements for construction projects. 

6.2 
The recommendations in this report have been made following research and consultation and Officers recommend that if the Council is to gain best value from future construction projects then Option 4.1 a) and the categories set out in Table 1 should be approved. 
KEY COUNCIL POLICIES:

· Connecting People to Opportunities, Salford’s Sustainable Communities Strategy 
· Procurement Strategy

EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS:  
Work with Construction projects is valuable in supporting local employment and in supporting local supply chains in construction work. This in turn aids the growth and regeneration of the city, and creates prosperity for people from all backgrounds.
ASSESSMENT OF RISK:

LOW RISK: Reduction in expenditure and shorter lead-in time for construction projects with qualitative reporting including monitoring of Health and Safety controls/reporting  
SOURCE OF FUNDING:  Not Applicable; funding is per project by each Directorate. 
LEGAL IMPLICATIONS: Supplied by Nicky Smith Ext: 3083

Re-procurement of the Re-thinking Construction Partnering Programme will enable the City Council to comply with the National Procurement Strategy 
FINANCIAL IMPLICATIONS: Supplied by  Stephen Bayley   Ext 2584

Adoption of option 4.1a) and the categories set out in Table 1 will ensure the Council achieves best value for money.
OTHER DIRECTORATES CONSULTED: All Directorates contributed to the review of the existing partnering arrangements and have continued to contribute to the development and monitoring of construction partnering through the Urban Vision Corporate Client meetings. These meetings are currently being re-formed as part of new governance arrangements, as of June 2010 this meeting became the Operation Performance Commissioning Board.  
CONTACT OFFICER: Pauline L Lewis

TEL. NO. 793 2838
WARD(S) TO WHICH REPORT RELATE(S): ALL WARDS
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Table 2


Existing Re-thinking Construction categories


		Category




		Current RTC Partners



		Significant New Build


Value £5m - £30m

		Laing O’Rourke

G&J Seddon Limited

Cruden Construction Limited



		Major New Build and Refurbishment


Value £500k - £5m

		G&J Seddon Limited

Cruden Construction Limited



		Other New Build and Refurbishment


Value £125k-£500k

		G&S Seddon Limited

Warden Construction Limited



		Landscape Works


All Values

		Horticon Limited

P Casey Landscapes Limited



		Civil Engineering and Highways work


Value – up to £2m

		Birse Civils Limited

Tarmac Limited



		Demolition Work

All Values

		P McGuinness & Company Limited 

Palmer Demolition Limited (formerly A Palmer Limited)

Walter Forshaw Limited



		Electrical Work

All Values

		Piggott and Whitfield Limited



		Mechanical Work


All Values

		Appointed not made



		Structural Engineering Work


All Values

		Category not procured



		Responsive Repairs and Maintenance


Value £0 - £20k

		E&J Kane Limited

G Jones Builders Limited



		Minor Works and Refurbishment


Value £20k - £125k

		Cruden Property Services limited

Allenbuild Limited
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Table 3

Re-thinking Construction Re-procurement Options


Option 1: One Council only framework, direct allocation. This is a continuation of the Councils current arrangements. This Option is recommended for some of the Responsive Repair work that is time sensitive

		Benefits

		Drawbacks



		Early contractor involvement will allow many projects to start on site very quickly 

Council will received shared savings

Effective risk management systems


Proven Community Benefits 

Contractors will be local to Salford in most cases


Excellent commitment from framework contractors. 


Contractor Performance is likely to be mainly good (tried and tested)

Works well for small projects, for example, Responsive Repairs where work needs to be done within very short timescales



		Requires multiple procurement exercises

Extensive Negotiation required on ALL aspects of cost


Poor understanding of value arrangements by clients


Some staff are uncomfortable with  cost negotiation and are not skilled as maybe required

Continuity and commitment may be adversely affected by a reducing capital programme

Some categories  have had little work operating through the category examples are: Landscape, Civil Engineering and Highways, so benefits may not be as strongly demonstrated







Option 2: One Council only framework, allocation by Mini competition.


This is a continuation of the Councils current arrangements but with a move to holding mini competitions to allocate work rather than direct allocation. This Option is the one recommended for the re-procurement of the majority of categories of the Councils Re-thinking Construction Framework Partnering.

		Benefits

		Drawbacks



		As Option 1 

As above but greater perceived value through mini competitions


Flexibility of when mini competitions are sought , e.g. pre -design , on completed design




		As Option 1. 


Slightly longer appointment period due the holding of the mini competition.

Contractors will know at a later stage that they have been awarded the project due to the new mini competition stage. May be a bit less confidence in terms of forecast  local labour demand

Would not work where single award / one partner





Option 3: Dual Council only framework, direct allocation, Target Cost, Shared Savings OR Dual Council only framework, Mini Competition, Target Cost, Shared Savings

This is a continuation of the Councils current arrangements but in conjunction with a neighbouring Council 

		Benefits

		Drawbacks



		As Option 1 above but 

Continuity and commitment may be better as a result of combining capital programme creating more flexibility of opportunities.

Potential for greater economies of scale and  project benchmarking to achieve better value for money


Potential for greater flexibility  to optimise community benefit



		. As Option 1 above but the 

Councils may not perceive 


they have anything in common.


More difficult to select Contractors that are perceived as local to both Councils


Many Councils already have arrangements in place of one type or another 








Option 4: Procurement of a single Management Contractor 

In this option the Council will tender for a sole management contractor who will build their supply chain to undertake all construction activity and work closely with Urban Vision as the Councils designers


		Benefits

		Drawbacks



		Requires a single procurement exercise.


Early contractor involvement will  allow many projects to start on site very quickly 


Allows Council to access Management Contractors value driven supply chain procurement  arrangements for various type of construction


A very modern form of procurement that is used by many blue chip companies

Many Management Contractor’s build their supply chains around local companies.


First class supply chain accreditation and continuous  systems  will strengthen  local companies




		 Utilises Management Contractors supply chain procurement  arrangements


Management Contractor will add % overheads and profit to sub contracted work. This may offset some of the savings.

All but the Management Contractor will be a sub contractor. This may be perceived by the Council as placing the contractors in a too remote position.








Option 5: Utilise the OGC Framework or other Framework or Hub

In this option the Council will access the OGC Buying Solutions Framework to obtain a list of tenderers (who have already pre qualified). A full or mini competition can be held to select the project contractor.

		Benefits

		Drawbacks



		Already established.


Requires no procurement resources

Early contractor involvement will  allow many projects to start on site very quickly 

Value for Money potentially good as Uses Target Cost approach with mini competitions




		 Council may not be perceived as a premier client by the contractors.


Unable to tailor the framework to meet local requirements

Uncertain whether contractors on the list will provide value for money tenders

Uncertain whether contractors  will provide real commitment to local labour and local supply chains

Incurs a fees for per project, these can be significant in terms of cost per project, particularly where used for all construction procurement activity 







Option 6: Traditional Tendering through a formal select list via Construction Line


In this option the Council will revert to the practices it followed prior to framework partnerships


		Benefits

		Drawbacks



		Clear understanding of perceived value due to the tendering process.


May be appreciated more on smaller schemes 

Competitive costs.


High potential for significant extra costs and cost uncertain




		 Constant and costly tendering 

Competitive costs but poor value for money with a poor record of disputes, delays and uncertainty over final costs

Not at all flexible in getting contractors on site early as most projects seem to demand these days.

No early contractor involvement.

Poor risk approach


Remote relationships with contractors 

No confidence in workload to forecast local labour /training requirements.


Little influence of supply chain


Selection of tenderers via Construction Line  is potentially flawed
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Table 1

New Categories


		Category




		Number of partners per category



		New Build and Refurbishment

Value £1m- £15m

		6



		New Build, Refurbishment and Repairs


Value £100k - £1m

		6



		Landscape works


All Values 

		3



		Mechanical and Electrical Services 

All Values

		4



		Civil Engineering and Highway Work

All Values in excess of £100k

		3



		Planned Building Maintenance Services 


Value £0 - £100k

		4



		Responsive Repair and Maintenance Work


Value £0- £100k

		4



		Demolition Works


All Values

		3





Note: New Build and Refurbishment work in excess of £15m would be procured separately.


