Salford City Council - Record of Decision

I (name)Councillor Bill Hinds ,

(title) Lead Member for Customer and Support Services,

in exercise of the powers conferred on me by Paragraph J(1) of section 2, of the Scheme of Delegation of the Council do hereby Approve

(details) A contract award to GB Oils t/a Carlton Fuels for the supply and  delivery of Ultra Low Sulphur Petrol (ULSP), Ultra Low Sulphur Diesel (ULSD) and Bio Diesel to the following AGMA authorities :- Oldham MBC,(provisionally  Manchester City Council), Salford City Council, Stockport MBC, Tameside MBC, Trafford MBC, also Greater Manchester Police and Blackpool BC at a total anticipated expenditure of £26,095,926.73 over the initial three year period.

The tender documentation included a statement which reserves the right of Salford City Council to discuss with the successful contractor, the possibility of one or more North West public sector organisations latching onto this contract arrangement.   .

The Reasons are The North West Regional Centre of Excellence has for some time, been encouraging all local authorities to utilise the Framework Agreements put in place by OGC buying solutions (OGCbs). As a consequence, Corporate Procurement met with OGCbs in October 2006 to agree timescales for them to conduct a mini-tender exercise on our behalf and to agree the level of commission. 
Substantial information relating to site details,tank capacities, average load sizes and annual consumption figures were provided over the following months. Despite several requests for updates on the progress of the tender exercise, it became obvious that the original timescales would not be achieved. 
It was eventually revealed that the tendering function had been handed over to the Defence Fuels Group (DFG) of the Ministry of Defence.  On 4 April 2007, the outcome of the tender exercise was received and resulted in only one tender submission, despite the issue of tender documents to eight potential suppliers.
The tender from CPL Petroleum proposed margins which were considerably higher than current rates and of more relevance was the fact that the company was not in a position to supply Bio Diesel which at that time comprised 62% of the total"diesel" requirement.
This made it impossible to pursue and effectively wasted six months in effecting a new contractual arrangement.
Immediately, an OJEU advertisement was placed with a tender closing date of 12 June 2007.
Eleven sets of documents were requested, but only one tender was submitted. 
The calculation of costs involving oil derived products is extremely difficult given the volatility of spot pricing on a daily basis, and the added complication of exchange rates.
In order to identify an approximate contract value, a snapshot date of 25 April 2007 was selected to determine the average North West Europe "Platts"base prices for each commodity and apply the NatWest $/£ exchange rate for that day.
By adding excise duty and the company's margin (operating cost) to such prices, the estimated total cost over a three year period amounts to £26,095,926.73 and £34,802,173.23 over four years (assuming consumption rates remain constant and maintenance of the third year margin).
The only method of identifying the level of achievable savings is to compare the tendered margins with the current margins and applying an assumed 3%rpi increase year on year. 
This results in overall anticipated savings of £60,641.76 and £81,748.95 over three and four years respectively.
Award recommendations have been received from all participants except Manchester City Council who has questioned the demonstration of value for money due to only one tender received. 
In spite of our tender documentation including a page to enable would be tenderers to complete indicating their reasons for not submitting a competitive bid, only one company bothered to return such a document. We are, however, still pursuing the matter and nine companies to whom tenders were sent will be contacted to ascertain their reasons.
Should Manchester City Council decide ultimately not to take advantage of this contract, the impact will result in a 33% reduction in the current AGMA total annual consumption of fuels of 12,614,674 litres, which over three years is likely to reduce the contract value by approximately £9,857,000.   .

Options considered and rejected were As only one tender was received, we considered a re-tendering exercise. In view of the problems experienced with OGCbs, and the fact that the submitted tender came from the encumbent contractor, it was deemed appropriate to recommend acceptance of GB Oils t/a Carlton Fuels submission..

Assessment of Risk Award recommendations have been received electronically from participating authorities in order to justify the content of this notice and to ensure compliance with audit trail requirements..

The source of funding is Revenue budgets.

Legal Advice obtained None.

Financial Advice obtained N2Check report obtained on GB Oils - this confirmed the company's stated turnover for 2005/6 of £245 million..

The following documents have been used to assist the decision process.

(if the documents disclose exempt or confidential information, they should not be listed, but the following wording shall be inserted : "(The relevant documents contain exempt or confidential information and are not available for public inspection)":-
Tender receipt schedule
Tender summary schedules
N2 Check Financial mReport
Authority recommendations by e-mail

Contact Officer: Terry Harrisson 


Tel No 0161 793 3220

	*
This matter is also subject to consideration by the Lead Member for/ Director of  and, accordingly, has been referred to that Lead Member / Director for a decision.
	 FORMCHECKBOX 


	*
This decision is not subject to consideration by another Lead Member/Director
	 FORMCHECKBOX 


	*
This document records a key decision, but the matter was not included in the Council's Forward Plan and it has been dealt with under the emergency procedure.
	 FORMCHECKBOX 


	*
This decision is urgent and is not subject to call-in, in accordance with paragraph 5 of the Decision Making Procedure Rules
	 FORMCHECKBOX 


	*
The appropriate Scrutiny Committee to call-in the decision is the Customer and Support Services Scrutiny Committee.
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*
This decision was published on .30th July 2007
*
This decision will come in force on 7th August 2007  unless it is called-in in accordance with the Decision Making Process Rules.

