	Part 1 


	ITEM NO.




REPORT OF THE STRATEGIC DIRECTOR FOR SUSTAINABLE REGENERATION
TO THE LEAD MEMBER PLANNING MEETING OF 20th JUNE 2011
TITLE: STREET WORKS MANAGEMENT - CORING SERVICES
RECOMMENDATION:  
That the Lead Member for Planning:
1. Approve the appointment of Salford City Council as AGMA Lead Authority for the Street Works Management – Coring function.
2. Note the set up expenditure required to implement the scheme. This expenditure will be recovered by the Council during the first full year of operation of the scheme and is being underwritten by the other 9 Councils in Greater Manchester.
EXECUTIVE SUMMARY

Under the New Roads and Street Works Act (NRSWA), and in line with the ‘Code of Practice for Inspections’ Highway Authorities are able to inspect completed road works and if they deem necessary, take a core sample for testing. If the core sample fails to meet the minimum standard of material type, depth, skid resistance, air voids etc the Highway Authority is able to charge all reasonable costs (inspection, administration, core laboratory work etc) and undertake and charge for further inspections of the failed works and remedial action. 
This report proposes that Salford City Council act as Lead Authority for the management of this service on behalf of the 9 Greater Manchester Council’s. The work will be undertaken through Salford’s supply chain joint venture partner Urban Vision.
The project creates many significant benefits to each of the Greater Manchester Councils in the form of an improved quality of highway network and the creation of job opportunities whilst fully recovering all costs incurred in the technical, administrative and remediation processes.

From a service delivery and financial perspective this report considers two options for the delivery of this service:
Option 1:Inspection staff recruited by each authority.

Option 2: Inspection staff recruited centrally by Urban Vision.

The figures used in the body of this report consider option 1. 

Comparative details between the two options are set out in Appendix 1 and 2.

BACKGROUND DOCUMENTS:  

(Available for public inspection)

The minutes of the Network Management Group dated 15th April 2011 (Minute number 7), approving that the full project development costs incurred by Salford (including any interest applied) will be recovered from future revenues. These costs are set out in “Financial Implications” below.

The meeting of the District Treasures dated 3rd June 2011 approved the underwriting of the full project development costs.
KEY DECISION:
Yes
1.0 
Background 
1.1
Under the New Roads and Street Works Act (NRSWA), and in line with the ‘Code of Practice for Inspections’ Highway Authorities are able to inspect completed road works and if they deem necessary, take a core sample for testing. If the core sample fails to meet the minimum standard of material type, depth, skid resistance, air voids etc the Highway Authority is able to charge all reasonable costs (inspection, administration, core laboratory work etc) and undertake and charge for further inspections of the failed works and remedial action.

1.2
Coring provides evidence that a reinstatement of the highway by an undertaker is to the quality required and in accordance with legislation. Coring is also a valuable tool available to Highway Authorities to drive a positive change in the quality of reinstatements and therefore, support objectives regarding maintaining the condition of the highway network.

1.3
Benchmarking across the North West region has identified failure rates of between 62% and 80% of cores taken.

Coring volume matrix
	Failure Rate
	Percentage of Utility Works Cored

	≤24%
	5%

	25% to 49%
	10%

	50% to 59%
	20%

	60% to 69%
	30%

	70% to 79%
	40%

	≥80%
	50%


Based on the current minimum failure rate within the region (60%), a financial model has been produced that targets each Highways Department with coring 30% of Utility street works. This equates to circa 2,000 to 3,000 core samples performed per year per Highways Department. Current activity volumes vary between 0 to 700 cores per year across the 10 Highways Departments.

1.4
When a Highway Authority operates a coring regime in an efficient way and undertakers fail to comply with reinstatement requirements, the subsequent coring and inspection charges generate additional revenue that funds increased resources to perform the inspections and covers all reasonable costs and associated central Council overheads.
1.5
The new or re-deployed staff required across Greater Manchester to undertake the proposed level of activity (with costs fully recovered by the coring, inspection and administration charges), is expected to be circa 35.

1.6
As the current level of coring activity, skills, management focus and costs vary greatly across Greater Manchester it is considered beneficial if an effective and efficient AGMA wide approach is adopted. 

1.7
Therefore, the coring service is proposed to be provided under a Lead Authority arrangement, delivering the required skills and business processes consistently across all 10 Councils, with each of  the 9 districts delegating the provision of the service to the Lead Authority under the Local Government Act 1972 (S.101) and the Highways Act. 1980 (S.8).

1.8
The objectives of a Greater Manchester Coring Management Service are to:
1.Deliver a consistent Greater Manchester wide Coring Strategy maintaining a consistent level of activity whilst reducing costs.
2.Improve the quality of reinstatements and therefore reduce the costs of highways maintenance.
3.Deliver and on-going driver of change in undertaker activity.
4.Establish an efficient collaborative working arrangement that can continue to deliver related initiatives.
1.9 Salford (in association with Urban Vision) has demonstrated an expertise in coring and the required effective management of the activity, with a strong track record of success in generating revenue to recover all costs and associated overheads for the Council. 
1.10 The gained knowledge, experience and high level of skill positions Salford as the most appropriate AGMA Authority to act as the Lead Authority and deliver this strategy across Greater Manchester.  This has been recognised by the other 9 Authorities. 
1.11 This report considers two options for the delivery:
.1 Option 1:Inspection staff recruited by each authority.

.2 Option 2: Inspection staff recruited centrally by Urban Vision.

The figures used in the body of this report consider option 1. 

Comparative details between the two options are set out in Appendix 1 and 2.

2.0
Role of the Lead Authority

2.1
Salford, in its role as the Lead Authority (through Urban Vision) will provide the following services:
1. Compliance with legislative requirements.
2. Strategic and operational management of the service across Greater Manchester.
3. Supervision of all 10 Authority employed inspectors.
4. Procurement of necessary Laboratory Services.
5. Commissioning of core sampling and analysis.
6. Training and guidance of inspectors and support staff.
7. Finance and invoicing services.
8. Debt management services.
9. Performance monitoring and reporting.
3.0
Benefits to the Greater Manchester Authorities
3.1
The Coring Management Project is expected to deliver significant benefits to the participating authorities:

1. Generation of circa £5.5m of incremental revenue across Greater Manchester, equal to the resource, management, direct fees and overhead costs that will be incurred.

2. The employment or re-deployment of circa 35 new staff across Greater Manchester. 
3. By delivering the new coring service via a Lead Authority arrangement an efficiency saving of circa £950,000 per annum is expected across Greater Manchester.
4. The strategy will lead to an improvement in the quality of Utility reinstatements.

5. The improvement in Utility reinstatements will reduce the cost of highway maintenance in the medium to long term.

6. The coring volume matrix approach means the more Utility cores that fail inspection the more cores are taken, thus driving behavioural change. 
4.0 
Benefits to Salford City Council.

4.1
The Coring Management Project is expected to deliver significant benefits to Salford as the Lead Authority:

1. The new coring activity is expected to generate circa £3.5m of full year incremental revenue in Salford, equal to the resource, management, direct fees and central overhead costs incurred.

2. The new Lead Authority arrangement is expected to employ or re-deploy circa 11 new staff in Salford to provide the coring activity and the Lead Authority management service. 
3. The provision of the service to the other GM authorities has been a fundamental aspect of Salford City Council’s 2011/12 savings agreement with Urban Vision.

4. The provision of the service will reinforce Salford City Council’s commitment to the AGMA “Shared Services” objectives.

5.0 
Governance of the delegation of Services to Salford from the 9 Districts,

5.1 
It has been considered that each authority will directly appoint Salford City Council as the Lead Authority to provide this service through a Delegation and Operation Agreement. 

5.2
An alternative option was considered for each authority to appoint Salford via the AGMA constitution but this was rejected as it would place an unnecessary barrier between each Council and Salford.
6.0
Timescale for Progress

6.1.
The following table provides the estimated timetable to formal commencement of Coring Management implementation and delivery.

1. Approval of Plan and Development Budget at Network Management Group 15th April 2011

2. A detailed financial model has been prepared and was presented to the AGMA District Treasurers Group on the 3rd June 2011

3. A Salford City Council Lead Member report will be presented in early June 2011.

4. A report will be presented to AGMA Wider Leadership Team, 1st July 2011
5. A report will be presented to AGMA Executive, 29th July 2011
6. Individual Executive Committee reports will then be presented to the 10 AGMA Authorities.

7. Operating agreements between Salford City Council and the other 9 AGMA Authorities will be signed following Executive Committee schedules.

8. Mobilization of the service across Greater Manchester will be undertaken during August and September 2011.

9. Go live is anticipated at the beginning of October 2011.

KEY COUNCIL POLICIES: 

The Greater Manchester Local Transport Plan 3.

EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS:  

This project will ensure that Salford’s road network is in good condition which will benefit all users of the highway.
ASSESSMENT OF RISK:         

Legal Risks have been considered with regard to the provision of the Coring Management Service by Urban Vision on behalf of Salford City Council as its supply chain partner. See “Legal Implications” below.

As the service will be provided via Urban Vision who will be responsible for accepting all risks in relation to the provision of services through its own risk management and insurance arrangements.

SOURCE OF FUNDING: Not applicable

The Council will incur set up costs for the project that will be in time recovered from revenue generated by the project / the other nine AGMA council’s.
The project will provide an ongoing revenue stream for the Council.
LEGAL IMPLICATIONS:
Delivering the Lead Authority arrangement via Salford City Council, who will be supported by an existing partnership, created the need for robust analysis of the procurement issue.

 A report was taken to the AGMA District Secretaries Group on 13th May 2011 stating there are not considered to be any procurement issues arising out of the proposal.  Legal advice has been secured from both Cobbetts (by Urban Vision) and Manchester City Council’s legal team in relation to the procurement issue. An arrangement between several Authorities for the discharge of functions falls outside the definition of a public contract and therefore the proposed delegation of functions by each Authority to Salford will not trigger any procurement obligations.

Cobbetts have also advised Urban Vision that the work is within the scope of their contract with Salford. 
Robust legal documentation is being produced that will cover the provision of the service by Salford to the 9 Districts and  also between Salford and Urban Vision.
FINANCIAL IMPLICATIONS:
It is proposed that Salford City Council will incur initial project development costs leading to the implementation of Coring services. The estimated costs are set out below.
The AGMA Network Management Group, at its meeting on 15th April 2011 approved that that the full project development costs incurred by Salford and set out below (including any interest applied) will be recovered from future revenues.
The Treasurers Group consisting of the Council Treasurers of all 10 AGMA Authorities agreed to underwrite the project development costs equal to £9,000 each should the project not proceed for any reason beyond the control of Salford City Council.
	Activity
	Cost
	Comment

	Project Management
	£45,000
	To lead the project and provide consistent clarity of objectives. 

To lead on the design of the operation framework for on-going delivery of the strategy.

To act as client representative and to establish robust strategic, contractual and governance arrangements on behalf of Salford as Lead Authority and the 9 Authorities.

To ensure the 9 Authorities accept the operational change and approve proposals throughout their organisation.
To ensure a smooth strategic transition  from planning  to implementation

	Greater Manchester Coring  Co-ordinator
	£25,000
	To provide operational liaison and development with all stakeholders, particularly Utilities and Laboratory Service providers, to ensure smooth implementation 

	Legal Costs
	£10,000
	Preparing appropriate governance documentation including delegation protocols, service delivery  and performance requirements

	Contingency
	£10,000
	

	Total 
	£90,0000
	


A detailed financial model of cost and recovery of overheads for each of the GM Districts was presented to and approved by the AGMA District Treasurers on the 3rd June 2011. 

A summary of the option utilising locally recruited highway inspectors is attached at Annex 1.

A summary of the option utilising centrally recruited highway inspectors (by Urban Vision) is attached at Annex 2.

OTHER DIRECTORATES CONSULTED: N/A 
CONTACT OFFICER:
Chris Findley
 
TEL. NO. Ext 3654
WARD(S) TO WHICH REPORT RELATE(S): All
Paul Walker

Strategic Director for Sustainable Regeneration
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BRIEFING NOTE

Title:
SALFORD CITY COUNCIL AS LEAD AUTHORITY FOR STREET WORKS CORING 

Date:


13th June  2011

Author:

Jason Setford-Smith, Project Lead, 07944 298 029

Introduction


On the 17th September 2010, at a meeting of the Network Management Group ( the body representing the Greater Manchester Engineers) a presentation was given proposing an investigation into the potential opportunity of a co-ordinated approach to core testing of Utility company street work reinstatements may present. 

Subsequently, work was undertaken to understand the extent of current activity across GM and the options for delivery of an enhanced service. 

On the 21st January 2011 a follow-up report and presentation was given to Network Management Group containing the findings and recommending a way forward based on Salford City Council as Lead Authority due to their higher level of skill and experience in managing this function along with their administrative capacity to deliver the substantial increase in transactions required.

On the 15th April 2011 an outline proposal and summary project development plan and budget was presented to Network Management Group detailing the delivery of the Lead Authority arrangement by Salford City Council. The project was formally started at the beginning of May 2011.

Purpose

By improving the quality of reinstatements the long term cost of highways maintenance is reduced. In the short term, any change in the quality of reinstatements reduces damage to the highway and the subsequent need for further remedial works causing further disruption to highway users.


As the behavioural change is driven by the financial impact of the coring and inspection costs, the strategy produces additional income matching these costs and overheads for Highway Authorities and employs additional staff to undertake the coring and inspection work.

Procurement


Salford City Council has the required skills, resources, business processes including robust invoicing and debt management, centralized lab service procurement and the general capacity to meet the volume of transactions expected through their partnership arrangement, know as Urban Vision, with Capita Symonds.

Delivering the Lead Authority arrangement via Salford City Council, who will be supported by an existing partnership, created the need for robust analysis of the procurement issue. A report was taken to the AGMA District Secretaries Group on 13th May 2011 stating there are not considered to be any procurement issues arising out of the proposal.  Legal advice has been secured from both Cobbetts (by Urban Vision) and Manchester City Council’s legal team in relation to the procurement issue. An arrangement between several Authorities for the discharge of functions falls outside the definition of a public contract and therefore the proposed delegation of functions by each Authority to Salford will not trigger any procurement obligations.


Cobbetts have also advised Urban Vision that the work is within the scope of their contract with Salford. Manchester City Council City Solicitors are currently reviewing this with a view to confirming this position.

The Operational Model


It is proposed that Salford City Council take on the responsibility for the co-ordination of the delivery of the work across the 10 AGMA Authorities. The arrangements can be summarised as follows:


· Each authority will retain its own inspectors who will inspect the reinstatement of highway works by Utility companies.

· Where an inspector believes the reinstatement to be substandard they will instruct the Salford team to arrange a core sample to be taken and tested.

· Salford will retain laboratory services who test the sample of the reinstatement.


· If the reinstatement does not meet the required standard the Utility company is instructed to make it good and the cost of the initial inspection and testing is recovered by Salford from the Utility company (around £160).


· The Authorities inspector then carries out further inspections whilst the works are being made good and Salford also invoices the Utility for those costs.


· Salford will manage all the financial arrangements including credit control and will retain sums due to itself and then distribute the remainder proportionally to the other 9 AGMA Authorities.


· Salford will discharge its functions through its Strategic Service Delivery Partner, Urban Vision.


Coring Explained


Under the New Roads and Street Works Act 1991, and in line with the ‘Code of Practice for Inspections’ Highway Authorities are able to inspect completed street  works and if they deem necessary, take a core sample for testing. Core sampling is performed by a registered and approved laboratory service.

If the core sample fails to meet the minimum standard of material type, depth, skid resistance, air voids etc, the Highway Authority can recover all reasonable cost from the Utility company.  The Highway Authority is able to charge for inspections, administration, lab work, overheads etc and charge for further inspections of the works and the remedial works whilst being undertaken and the final reinstatement.  Benchmarking across the North West region has identified long term sustained Utility works failure rates of between 62% and 80% of cores taken.

Coring provides evidence that a reinstatement of the highway by a works undertaker is to the quality required and in accordance with legislation. Coring is a valuable tool available to Highway Authorities to drive a change in the quality of all reinstatements. If the Highway Authority operates a coring strategy in an efficient way and Undertakers fail to comply with reinstatement requirements, it can generate a revenue income to cover allowable costs. A long term benefit of a coring strategy is an improvement in street works reinstatement quality, reducing the long term cost of highway maintenance.

The Current Situation

Currently, across GM, coring activity is very limited, the majority (6) of the 10 Highways Departments, are not performing any core sample testing and 3 of the remaining, 4 are performing circa 100 per year. The remaining, Salford, has performed circa 700 cores over the past year. 


Benchmarking against other Highways Authorities within the North West region and after examining the failure rates of core samples, a matrix approach has been proposed, beginning with a coring rate of 5%, if the failure rates are at a certain level, the number of cores taken is increased. Therefore, the better the reinstatement quality, the fewer cores are taken and the worse the quality the more cores are taken.

Based on the current minimum failure rate within the region (60%) a financial model has been produced that targets each Highways Department with coring 30% of Utility street works. This equates to circa 2,000 to 3,000 core samples performed per year per District. The staffing required within the Districts to undertake this level of activity and is paid for fully by the coring inspection and administration charges, is circa 35.

Based on this level activity, the potential total costs, including overheads, matched by incremental revenue across GM is anticipated to be circa £5m.

An initial financial model has been prepared based on this recommendation and demonstrates that an efficiency saving of circa £950,000 of costs will be realized by using this collaborative Lead Authority approach.

Conclusion

· The proposals are expected to lead to an improvement in the quality of Utility reinstatements.

· This is a significant opportunity both in terms of revenue and staff employment which should be implemented as soon as possible.

· The more Utility cores that fail inspection the more cores are taken driving behavioural change. 

· The costs associated with delivering this strategy are matched by additional income.

· The Lead Authority proposal is based on an acknowledgement of the high level of skills and experience Salford City Council has regarding this activity.


· The Lead Authority proposal is based on an acknowledgement of the ability and capacity of Salford City Council to provide the much higher level of back office functions required to deliver this strategy across Greater Manchester.


Next Steps

1. A detailed financial model was presented to the AGMA District Treasurers Group on the 3rd June 2011. This covered the approach where each local authority recruits their own highway inspectors .

2. A further financial model is being prepared where the highway  inspectors are recruited centrally


3. A Salford City Council Lead Member report will be presented in June 2011.


4. A report will be presented to AGMA Wider Leadership Team in July 2011


5. A report will be presented to AGMA Executive in late July 2011.

6. Individual Executive Committee reports will be presented to the 10 AGMA Authorities following approval by the AGMA Executive.

7. Operating agreements between Salford City Council and the other 9 AGMA Authorities will be signed following Executive Committee schedules.

8. Mobilization of the service across Greater Manchester will be undertaken during August and September 2011.


9. Go live is anticipated at the beginning of October 2011.


Summary Facts


· Current coring activity across Greater Manchester circa 900 per year. 77% performed by Salford City Council

· Anticipated full year coring activity across Greater Manchester circa 25,000 per year post implementation.


· Incremental revenue across Greater Manchester is anticipated to be circa £5.4m per year.

· Anticipated efficiency savings of circa £950,000 is expected from the collaborative Lead Authority approach.


· Benchmarked long term sustained Utility core test failure rates are 62% to 80%.


· Percentage of Utility reinstatements cored due to 60% failure rate is 30%.


· Potential new staff employed or re-deployed across Greater Manchester up to 35.


· The anticipated reduction in long term highways maintenance expenditure is 7.5%.


· When core sample failure rates consistently fall below 40% (positive behavioural change) then the service and resources will be reduced proportionally.
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SUMMARY FINANCIAL BRIEFING NOTE


Title:
Coring Project Summary Financial Model

Date:
2nd June 2011

1 Executive Summary


1.1 Currently, across Greater Manchester, coring activity is very limited, the majority (6) of the 10 Highways Departments, are not performing any core sample testing at all and 3 of the remaining, 4 who are performing circa 100 per year. The remaining District, Salford, has performed circa 700 cores over the past year. 


1.2 After benchmarking against other Highways Authorities within the North West region and after examining the failure rates of core samples, a matrix approach has been designed. Beginning with a base coring rate of 5%, if the core sample failure rates reach defined levels, the number of cores taken is increased according to the matrix. Therefore, the better the Utility reinstatement quality, the fewer cores are taken and the lower the quality of reinstatements the more cores are taken.


1.3 Based on the current minimum failure rate within the region (60%) a financial model has been produced that targets each Highways Department with coring 30% of Utility street works. This equates to circa 2,000 to 3,000 core samples performed per year per District. 


2 Coring activity / failure matrix

2.1 This table show the amount of Utility works cored in relation to the failure rate.


		 Failure Rate

		Percentage of Utility works cored



		≤24%

		5%



		25% to 49%

		10%



		50% to 59%

		20%



		60% to 69%

		30%



		70% to 79%

		40%



		≥80%

		50%





3 Financial Model


3.1 The full Year revenue is forecasted on a 30% coring activity due to a 60% failure rate. 


3.2 The 2011 to 2012 year consists of 7 months and includes the first month of training and the following 6 months of base coring levels and results driven increases. It is anticipated that the first 7 month year will only result in a break even position and cover District staffing costs only


3.3 Total GM coring service income, costs and District revenue.


		Total Revenue Generated

		£5,468,400



		Total direct and management costs (Direct)

		£3,406,628



		Districts staffing and overhead contribution (District)

		£2,061,772





3.4 An overhead factor of 2.0 has been used for the calculation of District central overhead contributions above direct staffing costs.  

3.5 Mobilization costs such as purchasing appropriate IT systems will be incurred by Urban Vision within the Management & Goverance charge. These costs will be recovered by applying them to the direct business support costs over a 3 year period. 


3.6 The initial project development budget of £90,000 is recovered by Salford in year 2 as a direct cost.

3.7 Coring service costs forecast:


		Service provision

		Cost



		Laboratory costs (Direct)

		£1,680,000



		Inspector costs (District)

		£994,800



		Management and supervision (Direct)

		£1,826,628



		Total direct costs. 30% cores at 60% failure

		£4,501,428





3.8 District overhead matched revenue breakdown.


		Districts

		Staff

		District Inspector & Management Revenue

		District Overhead Contribution

		Total District revenue



		Bolton

		3

		£141,850

		£103,371

		£245,221



		Bury

		2

		£94,567

		£68,914

		£163,481



		Manchester

		4

		£189,133

		£137,829

		£326,962



		Oldham

		2

		£94,567

		£68,914

		£163,481



		Rochdale

		3

		£141,850

		£103,371

		£245,221



		Stockport

		2

		£94,567

		£68,914

		£163,481



		Tameside

		3

		£141,850

		£103,371

		£245,221



		Trafford

		2

		£94,567

		£68,914

		£163,481



		Wigan

		3

		£141,850

		£103,371

		£245,221



		Total

		24

		£1,134,800

		£826,972

		£1,961,772



		Salford

		

		

		£100,000

		£100,000





As this is first full year cost & overheads the overhead rate will not be the full factor of 2.0 as this recovers the 2010/11 ramp up period.

3.9 Salford overhead contribution is an allowance for the client side management of the overall service.

4 Conclusion


4.1 This is a significant opportunity both in terms of revenue generation for increased service delivery and staff employment which should be implemented as soon as possible.


4.2 It is legally appropriate and achievable.


4.3 The more cores that fail inspection the more cores are taken. This is the fundamental principle of this approach.


4.4 The goal of improving reinstatement quality has to be driven by a process that reflects both positive and negative reinstatement quality levels.


4.5 A positive change in reinstatement quality by Utilities will be rewarded with a reduced level of coring activity towards a minimum monitoring level.


4.6 A negative change in reinstatement quality will be responded to with an increased level of coring activity so that failures can be identified and the requirement for remedial action demanded.
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