Agenda Item 7

REPORT TO: CABINET
22" June 2022
SUBJECT: Re-procurement of Responsive Repairs Contract

LEAD OFFICER: Susmita Sen — Corporate Director of Housing

Stephen Tate — Director Housing — Estates and

Improvement
CABINET MEMBER: Councillor Lynne Hale, Cabinet Member for Homes
WARDS: All

SUMMARY OF REPORT:

The re-procurement of the responsive repair contract will allow the Council and
residents to re-shape the responsive repairs service and to appoint new contractors
to ensure housing repairs are carried out effectively and in a timely manner. The
procurement will help ensure that the new contract offers a good quality service and
good value for money.

FINANCIAL IMPACT:

e The current responsive repairs contract is based on a price per property
(PPP) model and in future will be based on Average Order Value (AOV)
model, which might result in varied budget requirements.

e Furthermore, current markets challenges of labour shortages, supply chain
issues and increased materials and fuel costs will adversely impact on any
tenders received.

KEY DECISION REFERENCE NO.:

RECOMMENDATIONS:
The Executive Mayor in Cabinet is recommended to:

1.1 The Executive Mayor in Cabinet is recommended by the Contracts and
Commissioning Board (CCB) to approve the procurement strategy detailed
in this report for up to three contractors to deliver the responsive repairs
services and optional planned programme with an initial contract term of 6
years and 8 months with a break option at that point and a total maximum
contract duration of 10 years and 8 months (plus a 1 year defects liability
period) at an anticipated total contract value of £262.9m. The service is
recommended to be split up as follows:

1.1.1 One cross borough contract providing gas related services at an
estimated value of £41.9m; and
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1.1.2 Two contracts providing the remainder of the responsive repairs service
at an estimated value of £221.0m, including optional planned works of up
to £64m which shall only be instructed following further approval; in
accordance with relevant governance processes.

1.2 The Executive Mayor in Cabinet is recommended to approve that the contact
centre be insourced and provided in-house subject to the outcome of an
affordability analysis

1.3 The Executive Mayor in Cabinet is recommended to delegate to the Chair of
CCB, in consultation with the Deputy Mayor, the Corporate Director for
Housing and the Corporate Director of Resources & S.151 officer the ability
to change procurement process from Competitive Procedure with
Negotiation (CPN) to the Restricted Procedure prior to issuing the advert in
the event that there are further delays to the timetable. Any such change
shall be reported within the following Investing in Our Borough Report to
Cabinet.

1.4 The Executive Mayor in Cabinet is asked to note that the break option shall
follow the same governance process as a permitted extension under the
Tenders and Contracts Regulations

1.5 The Executive Mayor in Cabinet is recommended to delegate to the Chair of
CCB, in consultation with the Deputy Mayor, the Corporate Director for
Housing and the Corporate Director of Resources & S.151 officer the
decision on the appropriate contract value of each of the two responsive
repairs areas, once analysis on the optimum area sizing has been
completed.

1.1

BACKGROUND

Following discussions with the Council’'s incumbent responsive repairs provider
the contract will end August 2023. The Council is procuring new contracts to
replace this service. To mitigate the risk of appointing a single provider and to
attract local and SME contractors the Council is proposing to split the contract
up into four parts as follows:

Contact Centre — to be insourced

Area 1 Responsive repairs excluding gas
Area 2 Responsive repairs excluding gas
Gas related services.

The Contracts will be initially let for 6 years and 8 months; with a total contract
duration of 10 years and 8 months. This will be advertised as a contract for a
duration of 10 years and 8 months with a ‘break option’ after 6 years and 8
months. In addition, there will be a no-fault termination clause. The 10-year 8-
month period will help ensure the opportunity is attractive to the market without
restricting the Council’s ability to terminate the Contract at an earlier point in
time. The governance process for permitted contract extensions under the
Tenders and Contracts Regulations shall be followed in relation to the break
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option. In addition, there will be a 1-year defect liability period, up to 1 year
beyond the contract end date.

The total value of £262.9m consists of capital and revenue as follows. The
estimated cost of the initial 6-year 8-month period is £111.1m Revenue
(responsive and gas contracts) and £8.7m Capital (boiler replacement
programme). A further £32.0m of optional planned Capital works may be
delivered under this arrangement, subject to further approvals; and subject to
standard governance approvals. If the maximum contract length is utilised the
estimated total cost over the 10-year 8-month period is £185.1m Revenue
(responsive and gas contracts) and £13.9m Capital (boiler replacement
programme). A further £64.0m has been allocated for optional planned Capital
works within the general repairs and maintenance contracts; which shall only
be instructed following further approval; in accordance with relevant
governance processes.

2 DETAIL
2.1Introduction

Axis was procured in 2013 and have been delivering the following since 2014:

e Operation of the Contact Centre for repairs related contacts

¢ Responsive repairs

e Domestic boiler gas servicing and repair

e Voids i.e., bringing properties up to standard when a tenant vacates and
a new tenant moves in

e Communal Boiler repairs and servicing was added to the scope following
signing of the contract.

The Contract value is in the order of £15.7m Revenue and £1.3m Capital Per
Annum. There are currently 16,914 HRA dwelling (tenanted and leasehold) that
are in scope of this repairs service. In addition, there are also 600 properties
outside of the HRA that are currently repaired through this contract (this
includes Croydon Affordable Homes and Croylease properties).

The Contract has a ‘no fault’ termination clause under which either the Council
or Axis are allowed to terminate the contract without consequence subiject to
providing sufficient notice. The notice periods within the contract are 12 months
for the Council to terminate and 18 months for Axis. The basis for this was to
allow the Council sufficient time to re-procure in such circumstances. Axis will
cease providing the service at the end of July 2023.

As part of the scope of the gas procurement it is being proposed to extend the
scope of gas boiler installations to include the planned programme. The current
Axis contract includes an Ad-Hoc boiler installation programme of around £300k
per annum, including the planned programme will add a further £1m to the
annual spend. Including the planned programme within this contract will remove
it from the existing planned contract that is delivered by Clairglow but which is
scheduled to end September 2023.
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Incorporation of planned domestic boiler replacements into the servicing and
repairs contract is the industry standard as it ensures single point responsibility,
consistency of product and installation and transfers responsibility and cost of
maintenance to the party installing the boilers.

2.2Proposal to re-procure service and in-source the contact centre

There are two main ways the service can be delivered, that are considered
further below:

e Direct Labour Organisation
e Outsource Contract(s)

Appendix 1 sets out the detail including strengths and weaknesses of DLO
versus an Outsourced Contract. Considering the high level of risk associated
with establishing a DLO and the relatively short timeframe until the current
contract ends, the Council recommends that this approach is not considered at
this time for the majority of the services, other than the contact centre.

2.3In-Sourcing of the Contact Centre

The Contact centre is currently managed by Axis. This model has meant that
there is a gap in the Council’s knowledge, as the Council is unaware of issues
that arise from residents at the first point of contact and the Council is not aware
of complaints until they are escalated. It also means the Council does not have
the direct relationship with the tenants when faults occur.

This report recommends in-sourcing the contract centre; the analysis of this is
set out in Appendix 2. This is primarily due to the decision to split the works into
3 packages. This shifts the balance in favour of in-sourcing as otherwise the 3
contact centres would be managed by different contractors.

The in-sourcing will be subject to an affordability analysis; which will take place
over the next few months, which is being undertaken by a new project subgroup
that has been formed to look at the contact centre insourcing. In the event it is
not deemed affordable by the relevant decision maker, the option to outsource
to a separate call centre contractor will be explored following the relevant
governance procedures in accordance with the Council's Tenders and
Contracts Regulations.

2.4Proposed Packaging of lots
As the in-sourced contact centre is not being procured the remainder of the
report will focus on the areas that are being re-procured. To mitigate the risk of
appointing a single provider and to attract local and SME contractors the
Council is proposing to split the contract up into three parts as follows:

e Area 1 Responsive repairs excluding gas
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e Area 2 Responsive repairs excluding gas
e Gas related services

The rationale for this decision is set out in Appendix 3.

It is not anticipated that the two areas will be equal in size. This procurement
strategy is to encourage smaller and local SMEs to bid, whilst making the larger
area more attractive to larger organisations. The optimum split depends on both
size and geographic convenience and work on this is still being carried out.
Therefore, this report is recommending Executive Mayor in Cabinet to delegate
to the Chair of the contracts and commissioning board (CCB), in consultation
with the Deputy Mayor, the Corporate Director for Housing and the Corporate
Director of Resources and S.151 Officer the decision on the appropriate
contract value of each of the two responsive repairs areas, once analysis on
the optimum area sizing has been completed.

2.5Procurement Procedure

The Council are proposing two different procurement routes, one for the
responsive repairs and one for the Gas related services.

The proposed procurement route for responsive repairs is Competitive
Procedure with Negotiation (CPN). The proposed procurement route for Gas
services is the Restricted Procedure. This allows the Council to benefit from
face-to-face negotiation for the more complex responsive repairs element, and
benefit from the quicker and simpler restricted process for the gas services
element. The soft market testing gives the Council confidence that the market
supports this approach. Further details on the rationale and advantages and
disadvantages of the procurement routes are set out in Appendix 4.

There is a risk in relation to the tight timetable with the Competitive Procedure
with Negotiation (CPN) proposed. Should the timetable slip, there is potential
to change this recommended procurement route to a Restricted Procedure.
This report recommends that this decision be delegated to the Chair of the
contracts and commissioning board (CCB), in consultation with the Deputy
Mayor, the Corporate Director for Housing and the Corporate Director of
Resources and S.151 Officer. The reason for this delegation request is that in
the event of a delay, it will allow the procurement route to be switched which is
a minor change to the Procurement Strategy without needing to go back to
Executive Mayor in Cabinet. The timescales for Cabinet approval would
otherwise mean this is not a viable option for the Council and would remove the
switching from CPN to Restricted as a backup option in the event of a delay.
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2.6 Contract Terms and Conditions

The recommended contract form is the TPC 2005(Amended 2008) Contract
that will be prepared by our external legal advisors. This is the same standard
form of contract that the current repairs contract is based on. Soft market testing
indicated the market was equally confortable with both TPC 2005 and the JCT
Measured Term Contract. However, the additional partnering element of the
TPC 2005 and officers’ familiarity with this form of contract were the overriding
factors for this recommendation. The contract will be amended, where
appropriate, to ensure it has sufficiently robust provisions to help manage
contractor performance.

2.7 Evaluation

2.7.1 Tender Evaluation
The recommended evaluation criteria are as follows:

e Responsive repairs — 60% quality: 40% price
e Gas Servicing 50% quality 50% price.

All of the contractors in the market engagement exercise supported a high-
quality rating and in the overwhelming majority of cases said that the weighting
determined their decision to bid rather than the price or quality bid submitted.

The ‘message’ the Council sent by their choice of ratio was mentioned by many
of the contractors with highly weighted price ratios less attractive.

Gas contractors were generally of the same opinion but less sensitive to
weighting. In addition, for Gas servicing where the commercial model is more
established the risks of a poor-quality service are lower. For these reasons the
report is recommending 50% quality and 50% price for gas servicing.

For responsive repairs the high importance of service quality and strong
contractor preference for a high-quality weighting means that this report
recommends a ratio of 60% quality/40% price.

2.7.2 Price

The price weighting will be 40% for the responsive repairs element and 50% for
the gas servicing element. Tenderers/bidders will be required to submit pricing
based on a pricing schedule and schedule of rates across a range of service
requirements outlined in the specification. The Bidder(s) which submit the
lowest Total Contract value will receive the maximum price score. The councils
premier supplier program (provides discounts for early payments); will be
evaluated as part of the price evaluation.

Abnormally low bids will be interrogated further, and the Council reserves the
right to reject these bids.
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2.7.3 Quality

The quality weighting will be 60% for the responsive repairs element and 50%
for the gas servicing element. Method Statement Questions will be made up of
a range of questions to evaluate supplier’s technical merit, experience, staffing
and capability and providers will be required to demonstrate how well they can
meet or exceed the Council’s requirements. To ensure an extensive evaluation
of Quality, a broad range of questions relating to service capability, service
standards, performance monitoring, quality assurance practices and social
value will be published in the Tender. A weighting will be applied to each
Method Statement question and will be scored 0-5 against defined criteria.

The sub criteria for the quality weighting is being determined in conjunction with
the specification production.

As part of the overall scoring there will be 10% marks available for social value.

The evaluation panel will be a cross Council team led by the Housing Repairs
function and supported by colleagues across finance, procurement, Croydon
Digital Services, Economic Development and others. In addition, the Council’s
term partnering consultant Echelon will support the evaluation. There will also
be resident representatives invited to the panel.

Panel members will evaluate the parts of the bid that match their expertise.
Officers will score individually and then consensus scoring will be sought
through moderation meetings.

2.7.4 Delivering the wider Mayoral priorities through social value

The Executive Mayor of Croydon was elected on a programme of change with
a mandate to “restore pride in our borough to once again make it a great
place to live, work and stay.” The Mayor’s Manifesto sets out the
commitments made across a number of keys area which are set out in the
cabinet paper on the 22" June 2022.

The total cost of the repairs contract over the life of the contract is significant
and brings with it opportunities to improve housing, and also support the wider
Mayoral priorities. Economic regeneration, for example could be supported
through providing job and training opportunities for Croydon residents as well
as working with local Croydon businesses. Working with community groups
could support the younger Croydon resident as well as improving health and
wellbeing outcomes for the wider population. Also the Mayor’s climate
change and carbon emissions targets could be supported.

Following consultation with residents via a panel of representatives and in line
with the new Mayoral priorities, four specific areas of focus for social value
have been identified. These are:

* Promote Local Skills and Employment — providing apprenticeships, a focus
on local employment, skills and development.

» Support local businesses particularly SMEs — supporting local businesses
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through prioritising local supply chains.

* Support communities to be more resilient — supporting community
initiatives and promoting wellbeing

» Deliver climate change outcomes — supporting the Council drive to rapid
reductions in carbon emissions to become a carbon neutral council by
2030

10% of the total available marks allocated will be for social value using a
balance of quantitative and qualitative analysis:

e To evaluate the values submitted by the bidder against each individual
measures and outcome.

e To evaluate a supplier's method statement of how they will achieve
these commitments.

The winning bidders’ social value promises will be incorporated into the contract
as firm commitments and included as part of their contract monitoring, KPlIs and
regular reviews to make sure that the contractor delivers on all their social value
intentions. To make sure this occurs in a successful manner the contract
monitoring will be appropriately resourced and managed at contract award,
mobilisation and during contract operation, alongside other contract monitoring
requirements.

2.7.5 Standard Selection questionnaire

Both CPN and Restricted both have an initial Standard Selection Questionnaire
(SSQ) to shortlist a suitable pool of tenderers. This will include ensuring
tenderer’s financial viability, for the scale of contract. In addition, there will be
project specific questions related to bidders’ experience to help shortlist to a
suitable number of bidders.

2.7.6 Negotiation Period

The Council will set out in the FTS (Find a Tender Service) notice the right for
the Council to award the contract after evaluation of initial tenders, without
requiring negotiation and final tenders. In the event the Council receives
satisfactory bids it may choose to award at initial tender stage.

In the event that the Council does proceed to negotiation a shorter negotiation
period is proposed over a 3—4-week period with only 1 or 2 days per bidder.
This will focus on refining key areas of the bids.
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2.8 Procurement Timeline

2.8.1 Timetable for Responsive Repairs
Activity Proposed Date
Procurement Board 26 May 2022
Executive Mayor in Cabinet Decision 22 June 2022
PCR Contract Notice and Selection 29 June 2022
Questionnaire (SQ published)
SQ return deadline 29 July 2022

SQ evaluation

1August -19 August 2022

Invitation to Submit Initial Tender (ISIT) issue

6 September 2022

ISIT return deadline

18 October 2022

ISIT evaluation

19 October -7 November 2022

Competitive Negotiation

15 November - 6 December 2022

Invitation to Submit Final Tender (ISFT) issue

26 December 2022

ISFT Return Deadline

25 January 2022

ISFT evaluation

26 January — 13 February 2023

Cabinet meeting/Mayor Decision

9 March 2023

Standstill period concludes

21 April 2023

Contract award

9 May 2023

Mobilisation/TUPE

9 May 2023 — 31 July 2023

Contract commencement

1 August 2023

2.8.2 Timetable for Gas Servicing

Activity Proposed Date
Procurement Board 26 May 2022
Executive Mayor in Cabinet 22 June 2022
PCR Contract Notice and SQ published 7 July 2022
SQ return deadline 8 August 2022

SQ evaluation

9 August -22 August 2022

Invitation to Tender (ITT) issue

5 September 2022

ITT return deadline

7 October 2022

ITT evaluation

18 October -23 November 2022

Cabinet meeting/Mayor Decision

28 December 2022

Standstill period concludes

20 February 2023

Contract award

28 February 2023

Mobilisation/TUPE

1March 2023 — 31 July 2023

Contract commencement

1 August 2023

It is envisaged that the contract award decision will either be taken by the

Executive Mayor.

2.9 Leaseholders Consultation

As some of the work content will be recharged to Leaseholders these contracts
require consultation and are Long-Term Qualifying Agreements (LTQA’s) for
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the purposes of Section 20 of the Landlord & Tenant Act 1985 (as amended by
the Commonhold & Leasehold Reform Act 2002).

2.10 Project Management Approach

The project has set up a Programme Board with support from the Project
Management Office (PMO) to manage the overriding procurement and
associated workstreams. The purpose of the Board is to oversee and assure
the delivery of the project as follows:

e Ensure that appropriate governance is in place for the management of

the project,

e Provide direction for matters escalated to the board

e Review and ensure appropriate mitigation for significant risks

e Review and monitor delivery of the project plan

The Programme Board will meet every month. It will be chaired by the Director
of Housing with representatives from departments across the Council. The
internal control body for the Programme Board is the Capital Board.
Recommendations agreed at the Programme board are taken through the
council’s governance structures for formal approval - Capital Board,
Procurement Board, Cabinet or Mayor decision as appropriate.

The Programme Board will escalate to CMT and or Capital Projects Board or
via other Council process as it sees fit, where tolerances are breached, or
become likely to be breached, in one or more of the following areas:

e Project budgets - overspend by 10% or £100k; whichever is the lower

e Timescale — where a project is going to exceed its funding deadline or
not deliver within its target deadline or slip to next financial year Scope,
where significant change of scope or quality is proposed or agreed
benefits are at risk of non-delivery

e Risks orissues to highlight whether a programme or project is at risk of
being unable to operate within its agreed budget plus contingency or to
deliver the agreed outputs/outcomes.

e |tis the Corporate Director of Housing's responsibility to make the
Board aware of corporate & external risks. Risk will be a standing item
on the Board agenda. The Board will agree whether an item should be
added to the risk register.

Reporting to the board is a number of workstreams that will carry out the tasks
these workstreams are as follows:

Engagement

Finance

Procurement

Croydon Digital Services
HR

Officers from the following areas will make up the core board members:
Housing, Procurement, Project Management Office, Finance,
Communications, Legal, CDS, Equalities, and HR. Consultancy support will
be provided by Echelon.

Page 10



3

Risks

Risks for each workstream are captured and updated for the monthly board
meetings as part of the highlight reporting system. The risks below are those
that have an Amber RAG status, there are no red RAG status risks at present.
There are a number of green RAG status risks that have also been identified,

but not included in this report.

Risk Description and Impact Mitigation RAG
status
Project | Engagement Staff engagement workshop
Risk undertaken
Staff do not feel that they have
buy in to the new contracts — This will remain an ongoing risk,
impacting performance and with an ongoing mitigation to
effectiveness keep staff informed and
engaged.
Project | Procurement Key focus in May to finalise
Risk decisions and progress
Delay to procurement timeline; governance and documentation
due to competing resources and | preparation.
complexity of procurement. E.g.,
timeline is already under Backup plan to change from
pressure in relation to finalising | CPN to Restricted Procedure as
officer recommendations, and this is a quicker procurement
Procurement Strategy Report, route, noting that this route may
this compresses the time for generate its own risks in that the
documentation production. final outcome may be sub-
optimal.
Project | CDS Additional resources in place to
Risk Key housing software called ensure timeline does not slip
NEC go live is delayed beyond | paired with more focused project
November 2022 management.
Project | Organisational capacity to Recruiting additional resource to
Risk deliver — the project from a PM from a delivery perspective.

Service level (delivery
resource).

4 Contract Management and Performance Monitoring

4.1

Contract Management

Contract management has been enhanced with the reintroduction of regular
contract management reviews with weekly performance reviews established,
monthly contract review and quarterly core meetings. At these meetings, KPIs
and resident satisfaction are reviewed, and remedial actions agreed. As the
existing contract winds down, there is a concern that performance will
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deteriorate. To mitigate this, alternative contractors are being secured through
established frameworks to provide backup and to ensure service delivery.

The contract management team consists of 6 qualified surveyors and
technical inspectors who will be actively monitoring the contractor for quality
and delivery. In addition to regularly measuring empirical performance
statistics, regular resident satisfaction data will be collected via independent
surveys and reviewed at the regular contract monitoring meeting. The service
is looking to strengthen the team further with accredited contract management
training and the addition of more qualified surveyors to enhance the contract
management capability.

4.2 Performance Monitoring

Soft market testing indicated that contractors prefer incentives to performance
deductions. In addition, incentives/penalties generally do not change how a
contractor prices their bids. The majority of bidders stated that penalties do
not improve how the contract performs. However, some contractors did state
it improves how they perform. Some negative comments were also raised
e.g., it encourages an adversarial approach between the two parties and
prioritisation of hitting the KPIs with financial implications over genuine
improvement.

The Council is therefore proposing a range of KPIs to measure contractor
performance and customer satisfaction; however, it is proposing a limited
incentivisation/ performance deduction to a few key areas such as void
turnaround times and overall customer satisfaction. Typical Performance
Indicators that will be incorporated are:

Resident Satisfaction

Complaint levels

Performance against Social Value commitments
Health & Safety

Repair & Void completion times

Appointments made & kept

Quality Management

Reuvisits/recalls

5 CONSULTATION

There has been consultation as part of the commissioning strategy process
with the following:

Residents

Contractors

Members

Staff within the Housing Team
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5.1 Resident Consultation

Croydon is committed to working with our tenants and leaseholders to ensure
they have opportunities to be involved in and influence policies, decisions,
monitoring performance and developing service standards in the housing
service.

Listening to residents about their views and priorities for a high performing
repairs service that provides value for money sits at the heart of our approach
to procuring a new provider and monitoring their performance in delivering the
service..

Engagement has already taken place to establish residents’ views about their
experience of the council’s repairs services, currently provided by Axis, and
what’s important to them in reprocuring a new provider. Our approach is set
out below.

e A scoping meeting was undertaken with the Chair and Vice Chair of the
tenants and leaseholder panel at the end of January 2021. The purpose of the
meeting was to listen to concerns and expectations for resident involvement
for the repairs procurement. This meeting set the context for future
engagement.

¢ A first meeting with residents February took place on 23 February with
residents that are members of the council’s housing Performance Monitoring
Group. They were asked to summarise their key priorities for the new repairs
service contract and invited to join the newly formed re-procurement working
group. 10 of our residents signed up and are a mix of tenants/leaseholders
who live on estates across Croydon, in both flats and houses. There is a
male/female split, ethnic diversity, and some have a disability.

e We reviewed the involvement of residents following the meeting in February
and recognised we needed to continue to diversify those involved. This was
achieved by recruiting nine new residents proactively contacting
underrepresented residents on our involvement database and other active
panels to increase diversity of participants.

e A second resident meeting of Re-Procurement Resident Working Group took
place on 16 March hosted on MS teams and 16 residents participated. The
group were split into three groups in three key areas; 1. social value and
resident engagement 2. key decisions and 3, DLO (direct labour
organisation).

e Feedback from these sessions was collated and has directly shaped the
recommendations presented in this report.
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Engagement with our resident does not stop here. It will continue throughout
the procurement of the new provider, with residents supporting the council to
make the final decision.

Residents will continue to be involved as the new provider starts delivery of
the new service, as part of the ongoing scrutiny and contract management of
the service.

5.2 Contractor Soft Market Testing

The Council issued a Prior Information Notice (PIN) via London Tender Portal
on 17t March 2022 inviting contractors to complete a questionnaire. The
Council received back responses from 4 main contractors and 4 gas
contractors. Following this, discussions were held with these contractors to
explore their responses in more depth. In addition, 4 SME contractors were
invited to submit responses and further discussions were held to ensure the
Council received a wide range of market views.

The results of the soft market testing are an important consideration for this
procurement strategy; and individual points have been incorporated into the
relevant parts of this report.

The main outcomes views from the market are as follows:

e All of the large contractors consider they are best placed to run the
Contact Centre, most SMEs preferred it to remain with the Council
although in all cases they will need to provide a facility as it is an
essential part of the service

e Contract length and Council attitude are a major consideration for
Contractors when considering an opportunity; long term arrangements
and collaborative approach are preferred

e Major contractors appear to consider Competitive Procedure with
Negotiation (CPN) is the best procurement approach; smaller
contractors had a wider range of views, but CPN was generally
received positively

e (Gas contractors prefer the restricted or open procurement route and
had minimal experience of CPN

e Major contractors tend towards collaborative contract forms whereas
gas contractors prefer traditional arrangements. All contractors sought
contracts and councils who were not adversarial

e While contractors consider an incentivisation based commercial
arrangement is preferable to a mixture of incentives and penalties they
are willing to consider both

e While Social Value responses are mixed there appears to be
reasonable alignment with the Council’s expectations and these have
been used to inform the social value priorities in section 3.7.4.
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5.3 Members

There was consultation with Members from the two main political parties prior
to the May elections. These included three Member-Officer workshops held
with Members of the previous Administration between February and April
2022. The workshops facilitated those Members steering the direction of
travel for the future service and procurement strategy.

A ‘deep-dive’ workshop to discuss procurement options with the Executive
Mayor and Deputy Mayor was held on Monday 23 May, from which the
options were further refined.

5.4 Staff within the Housing Team

The Housing Management team met with the Estates and Improvement Team
to go through the strengths and weakness of the current contract, the
proposed re-procurement process and procurement strategy and how the
strengths and weakness of the current contract can be addressed in the new
contract. The general feedback was that the balance between contractor and
council contract management team needed review, particularly in areas
around tenants’ complaints and sub-contracting.

The Estates and Improvement Team will continue to be consulted throughout
the procurement, including specification production, evaluation of tenders and

negotiation meetings. As part of this we have successfully recruited
volunteers from within the team to be involved in the re-procurement process.

6 PRE-DECISION SCRUTINY

This report is going for pre- decision scrutiny on 14t June

7 FINANCIAL AND RISK ASSESSMENT CONSIDERATIONS

1 Revenue and Capital consequences of report recommendations

Current year |Medium Term Financial Strategy — 3-
year forecast

2022/23 2023/24 (8  2024/25 2025/26

months
equivalent
£°000 £°000 £°000 £°000
Revenue Budget
available
Expenditure
Income No impact 10,466 15,953 16,264



Effect of decision from

report
Expenditure
e Responsive No impact 8,880 13,536 13,800
e Gas No impact 1,586 2,417 2,464
Income
Remaining budget No impact 0 0 0
Capital Budget
available
Expenditure
e Gas (boiler
replacements) No impact 867 1,300 1,300
Effect of decision from
report
Expenditure
e Gas (boiler
replacements) No impact 867 1,300 1,300
Remaining budget No impact 0 0 0

Note —the contract values in relation to the split between the two areas for the two
responsive repairs lots is proposed to be taken by delegated decision as set out in
section 3.4

Note — this excludes the optional planned capital works as this is not scheduled to
commence earlier than 2026/27.

2 The effect of the decision

The current responsive repairs contract is based on a price per property (PPP)
model and in future will be based on Average Order Value (AOV) model, which
might result in varied budget requirements.

Our initial cost analysis versus the budgets held within the Business Plan indicate
increases to current income budget levels required of c£2.5m (19%). The
increase consists of the unwinding of the remaining discount of the original
contract (5%) and the assumed inflationary increase of the contract value from
20/21, which has not yet undergone an Open Book Review (14%).

An assumption has been made for 21/22, 22/23 and 23/24, based on the Office
for Budget Responsibility forecasts (3.1%,7.5% and 3.4% respectively), in an
attempt to re-base the contracts at levels more representative of the current
market conditions.

There is no impact on the current year budgets and the Business Plan for 22/23
will be updated in order to incorporate the new contract values and the future
income and expenditure budgets will be set accordingly.
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3 Risks

Current market challenges of labour shortages, supply chain issues and
increased materials and fuel costs will adversely impact on any tenders received.
An assumption has been made on the future estimated contract costs. While it is
acknowledged that there is a risk that demand and financial costs may increase
this has been mitigated by, (1) including inflationary and higher rates cost into the
model and (2) tracking the previous 4 years of average activity on which to base
the demand.

4 Options
To recommend the strategy for the procurement of the responsive repairs.
5 Future savings/efficiencies

The value for money concept will be followed the procurement strategy would
also lead to cost avoidance and duplication of some jobs and repairs orders.

6 (Approved by: Orlagh Guarnori, Head of Finance Housing)

7 COMMENTS OF THE COUNCIL SOLICITOR AND MONITORING OFFICER

The Executive Mayor in Cabinet has the authority to approve the
recommendations in this report in accordance with the Mayoral Scheme of
Delegation

The proposed procurements will need to comply with the requirements of the
Public Contracts Regulations 2015 (“PCR?”). This report recommends using
two different procurement procedures, Restricted Procedure (Regulation 28 of
the PCR) and Competitive Procedure with Negotiation (Regulation 29 of the
PCR), and the Council will need to comply with the relevant provisions for
those procedures. Appendix 4 sets out the details in relation to the choice of
procedure.

The Council must consider social value at pre-procurement (commissioning)
stage in accordance with the Public Services (Social Value) Act 2012. The
social value considerations are set out at paragraph 3.7.4.

The Council must comply with the general Duty of Best Value to make
arrangements to secure continuous improvement in the way in which its
functions are exercised, having regard to a combination of economy,
efficiency and effectiveness (Section 3 of the Local Government Act 1999).

The recommended procurements shall also comply with the Council’s
Tenders and Contracts Regulations, which form part of the Council’s
Constitution.

As explained at paragraph 3.9 of this report, the proposals require statutory

consultation with Leaseholders in accordance with Section 20 and 20ZA of
the Landlord and Tenant Act 1985 (as amended by section 151 of the
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Commonhold and Leasehold Reform Act 2002) and the Service Charge
(Consultation Requirements) (England) Regulations 2003.

The Council is being advised by external consultants and external legal
advisors.

Approved by: Kiri Bailey head of commercial and property law on behalf of the
Director of Legal Services.

HUMAN RESOURCES IMPACT

The main HR impact of this report is that TUPE will apply. TUPE will apply
firstly if the proposed in-sourcing of the contract proceeds. In this instance the
incumbent supplier’s staff working in their contact centre would be transferred
across to Council This is considered outside the scope of this procurement
and will therefore, be considered separately.

The second way that TUPE will apply is that staff will transfer from the
incumbent supplier to the successful suppliers. This is a direct transfer from
contractor to contractors. The Council is not responsible for this transfer but
will facilitate the provision of TUPE information as part of the tender process
to allow contractors to be able to accurately price the contract.

The TUPE process will be managed in line with current legislation. If any other
HR issues arise these will be managed under Croydon Council’s Policies and
Procedures.

Approved by: Jennifer Sankar, Head of HR Housing Directorate & Sustainable
Communities, Regeneration and Economic Recovery for and on behalf of the
Dean Shoesmith, Chief People Officer

EQUALITIES IMPACT

This is a high-profile service and the consideration of equalities is key for both
how the Council contracts the service and how contractors perform the
service.

The Council has a statutory duty, when exercising its functions, to comply with
the provisions set out in the Sec 149 Equality Act 2010. The Council must, in
the performance of its functions, therefore, have due regard to:

e eliminate discrimination, harassment, victimisation and any other
conduct that is prohibited by or under this Act;

e advance equality of opportunity between persons who share a relevant
protected characteristic and persons who do not share it;

o foster good relations between persons who share a relevant protected
characteristic and persons who do not share it.
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All Council contracts must meet the requirements of the Equality Strategy
2020-2024 as detailed in the Equality Strategy Delivery plan. Procurement
requirements include the following:

¢ All Council contractors must contribute towards delivering our equality
objectives

e Contractors are inclusive and supportive of vulnerable groups

e Ensure that every strategy, delivery plan, council contract and staff
appraisal have an equality objective linked to i.

e That contractors be requested to adopt Croydon’s Equality and George
Floyd Race Matters Pledges

e Standardised equalities data is captured by services and used to make
decisions

There have been allegations of racial discrimination from tenants about the
service provided previously. It is imperative that tenants are treated in a fair
and equitable manner and complaints are monitored by protected
characteristic to ensure that no tenants are discriminated against in relation to
Equality Act 2010.

A recent survey indicated that residents from the Black and mixed category
were less satisfied with the level of service. The department are required to
investigate the reasons for this and provide actions to address the issue.

The department should also develop a plan to increase the number of tenants
that have not disclosed their protected characteristics noting that residents
who have not disclosed have the greatest level of dissatisfaction.

Equality monitoring of the contract should be undertaken and reported to the
Housing Improvement Board.

A clear plan to improve the collection of equality data should be undertaken
and monitored by the Housing Improvement Board.

In providing a service to residents, it should be noted that it is not unlawful
discrimination to treat a disabled person more favourably than a non-disabled
person.

It may also be necessary to provide additional support to parents of disabled
children to enable them to ensure that the service meets the need of a
disabled child.

Services may be delivered in a different manner to some individuals such as
those who do not have English as a first language. This does not equate to
favourable treatment under the Act.

In the event of a change in contractor the incumbent staff will be protected by
TUPE regulations. This will ensure the contractor’s staff are not made
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redundant due to the change of provider and protects their Terms and
Conditions.

This contract will require the contractor to pay their staff the London Living

Wage which meets the Council’s core priority, to tackle ingrained inequality
and poverty in the borough, following the evidence to tackle the underlying

causes.

However, there will not be fundamental changes to the service scope
therefore the direct impact on equality is limited. An Equalities Assessment
has been carried out and signed off.

In the event of a change in contractor the incumbent staff will be protected by
TUPE regulations. This will ensure the contractor’s staff are not made
redundant due to the change of provider and protects their Terms and
Conditions. This contract will require the contractor to pay their staff the
London Living Wage which meets the Council’s core priority, to tackle
ingrained inequality and poverty in the borough, following the evidence to
tackle the underlying causes.

The Council will encourage the successful contractor to adhere to and sign up
to the George Floyd Race Maters Pledge and Equalities Pledge as the
Council’s standard in equalities Approved by: Denise McCausland,
Equalities Manager

10 ENVIRONMENTAL IMPACT

11

The main environmental impacts from this contract are as follows:
e Energy use and associated carbon dioxide emissions, from both
running buildings, and contract vehicles
Water use in buildings
Use of natural resources —products and materials used
Pollution to air, land or water from vehicle use
Waste -disposal of construction waste
Transport — congestion from contract vehicles

Whilst there is an environmental impact of running this service as there will
not be fundamental changes to the service scope there should not be adverse
changes compared to the status quo.

In addition, the re-procurement will be designed in a way to encourage
bidders to offer solutions that minimise environmental impact in a way that
offers value for money. The social value section will include environmental
impact and enable the Council to specify relevant environmental criteria that
are most relevant to the project.

CRIME AND DISORDER REDUCTION IMPACT

Ensuring homes are well maintained and fit for purpose, helps support Croydon
and prevents any increase in crime and disorder.
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12 REASONS FOR RECOMMENDATIONS/PROPOSED DECISION

Following discussions with the Council’s incumbent responsive repairs
provider the contract will end August 2023. This requires the Council to find a
new solution for the responsive repairs and gas servicing work for the
Council’s housing stock.

To mitigate the risk of appointing a single provider and to attract local and
SME contractors the Council is proposing to split the contract up into four
parts as follows:

o Contact Centre — to be insourced

o Area 1 Responsive repairs excluding gas
o Area 2 Responsive repairs excluding gas
o Gas related services

The Contracts will be initially let for 6 years and 8; with a total contract
duration of 10 years and 8 months. In order to make this offer as attractive to
the market as possible this will be advertised as a contract duration of 10
years and 8 months with a ‘break option’ after 6 years and 8 months. Our
technical consultants have advised that the market will look more favourably
and there is likely to be a commercial benefit by advertising a 10-year 8-
month contract rather than a 6 year 8-month contract with a 4-year extension;
even if there are break clauses in the longer contract. In addition, there will be
a no-fault termination clause.

The 10-year 8-month period will help ensure the opportunity is attractive to
the market without restricting the Council’s ability to terminate the Contract at
an earlier point in time. The rational for this contract length is to ensure its
long enough to be attractive to the market and ensure the contractors are
able to offer best value to the market. Conversely, we do not want to commit
to a too long a period to ensure market is tested at appropriate intervals to
ensure value for money.

We are recommending leaving the majority of the work contracted out initially
because we do not consider it feasible to insource the whole of the responsive
repairs and voids service as a single activity before the Axis contract finishes.
This is due to the relatively short timeframe until the current contract ends.

As this report is proposing to split the works into 3 packages this shifts the
balance strongly in favour of in-housing the contact centre as otherwise there
would be 3 contractor contact centres. For this reason, it is proposed to bring
the contact centre back in house.

Overall due to the complexity, length of contract and value of the responsive
repairs element it was felt that Competitive Procedure with Negotiation (CPN)
would deliver the best outcome for the Council and the ability to meet the
contractors to allow refinement of bids. The Gas Servicing is a more traditional
service with less uncertainty. In addition, the soft market testing suggested
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Gas services suppliers would prefer the Restricted Process. For these
reasons the Restricted procedure is recommended for Gas Services.

The evaluation will be 60% quality: 40% price for the responsive repairs
element and 50% quality 50% price for Gas Servicing.

13 OPTIONS CONSIDERED AND REJECTED
The options considered and rejected for this procurement are do nothing, in-
Sourcing of the entire responsive repairs and gas servicing contract, procure
via the open procedure, procure via a compliant framework, procure via the

restricted procedure and procure via the Competitive Procedure with
Negotiation (CPN). Appendix 5 sets out the pros and cons of these options.

14 DATA PROTECTION IMPLICATIONS

WILL THE SUBJECT OF THE REPORT INVOLVE THE PROCESSING
OF ‘PERSONAL DATA’?

YES
The personal data will relate to information on tenants’ personal information
this will include name, address, contact details and other key details. This is

required to allow contractors to contact tenants to gain access to properties

HAS A DATA PROTECTION IMPACT ASSESSMENT (DPIA) BEEN
COMPLETED?

YES

A Data Protection impact assessment will be completed with the successful
contractors.

Approved by: Stephen Tate, Director of Housing — Estates and Improvement

CONTACT OFFICER:

Stephen Tate

Director Housing — Estates and Improvement
Estates and Improvement

Tel: 020 8726 6000
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Appendix 1 -Analysis of Direct Labour Organisation versus Outsourced
Contract

A Direct Labour Organisation (DLO) is where the majority of functions of an external
contractor are provided by an in-house resource. The intention of a DLO is to provide
an in-house service with only specialist works being bought in either as sub-
contractors or through specific contracts. It should be recognised that the external
element is still likely to be significant. The establishment of a DLO to deliver the
building and technical aspects of the scope of this contract would require recruitment
of a full workforce through TUPE and engagement with the market. This would be a
major exercise.

The following analysis sets out the typical Strengths & Weaknesses of a DLO

Strengths Weaknesses

Council retains direct ownership | Substantial set up costs of staff, space,
and control vehicles, infrastructure etc.

Mitigated risk of contractor Fixed costs which are difficult to flex with
insolvency (only applies to sub- | changed circumstances and work content

contractors) Harder to exercise control (?) as all in-house

No procurement necessary as | No contractual separation means
staff directly appointed. responsibilities can become blurred

Short communication channels | | arge organisation that needs effective

as all in-house ongoing management, which is difficult to
Potential for greater community | consistently achieve
spirit/ tenant relationship Reduced imperative to innovate

Effect?ve and consistent . Reduced focus on creating and delivering best
branding due to self-ownership | ygue

No profit paid to third party Commercial management imperative removed

Rectification of failures a cost

Key Performance Indicators can be
manipulated as there is no challenge — ‘self-
marking’

The establishment of a DLO where one does not exist is a major undertaking with
significant risks. The Council are in competition with established contractors for
personnel, sub-contractors and suppliers and would need to put robust systems in
place to procure these elements and manage them over the long term. In addition, the
Council will need to procure and establish specialist IT systems.

Our Technical consultants estimate the cost of establishing a DLO for Croydon would
be likely to exceed £1m.
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Long Term Contracts are the typical route adopted when outsourcing responsive
repairs contracts and is the current model Croydon uses. The basic structure of this
arrangement is a Contract between two parties. Issues such as service levels, risk
allocation and price certainty are all determined by the specific terms and conditions
developed for the particular work content.

The following analysis sets out the typical strengths and weaknesses of the Long-
Term Contract

Strengths Weaknesses

The Council concentrates on developing Quality of Procurement

the requirements rather than delivering documentation and requirements
Private Sector expertise and process result | critical to success

in reduced cost Information and data held by
Contractor incentivised to provide contractors need to be available to
innovative solutions to reduce cost inform decision making

Set-up costs are low as incurred by Potential to realise savings can be
contractor and amortised compromised by Contract

Low risk to Council as retained by arrangement

contractor (see weaknesses) Long lterm nature can lead to

Low cost of re-procurement and increased co.m.p acency

time to adapt contract to produce an Pricing of changes or bespoke work
overall more successful service lacks competitive edge of tendering.
Council strategic management directly Lack of direct employment leaves
employed by the Council ultimate risk of failure with Council
Performance Management relatively Clear separation of Council and
simple contractor may result in reduced

productivity and unclear division of
responsibilities

Mechanism for equitable price
adjustment over time difficult to
implement

Ability to address varying volumes of work
is contractors’ risk

Familiarity in operation reduces
requirements for internal change

Has potential for integration especially in The risk/reward balance needs to be

cases of co-location optimised. If excessive risk is
Potential for reduced Council placed on the contractor, then there
administration may be increased costs for the
Opportunity to refine the interface between | Council; conversely minimal risk
Council and contractor to optimise service | transfer can lead to a lack of
delivery compensation for poor performance.
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We do not consider it feasible to insource the whole of the responsive repairs and
voids service as a single activity before the Axis contract finishes. In that time the
Council would need to develop a robust Business Case, recruit between 50 and 100
staff (both management and operatives), vans, equipment and plant, premises, supply
chain agreements with sub-contractors and suppliers and a suitable IT system. In the
time available and considering the governance requirements and pressures in the
sector this does not appear feasible.

Considering the high level of risk associated with establishing a DLO and the relatively
short timeframe until the current contract ends, the Council recommends that this
approach is not considered at this time for the majority of the services, other than the
contact centre set out in Appendix 2.

The Council is proposing to future proof this contract so that if moving forwards the
Council want to in-source more of the components it will be able to do this without
breaching its contractual commitments. This will allow any potential in-sourcing to be
supported by a robust Business Case and a structured plan developed for
implementation without the hard deadline of the Axis contract ending.

Considering the constraints and implications set out above alternatives for delivery
such as a Shared Service with another Landlord, or a Joint Venture with a Contractor
are not viable. The time required to carry out consultation and develop and agree
documentation make them unrealistic. There are therefore only two realistic options
for delivery of the scope currently delivered by Axis (in-sourcing or long term
partnership).

Page 27



This page is intentionally left blank



Appendix 2 - In-Sourcing of the Contact Centre

The Contact centre is currently managed by Axis. This model has meant that there is
a gap in the Council’s knowledge, as the Council is unaware of issues that arise from
residents and the Council is not aware of complaints until they are escalated. It also
means the Council does not have the direct relationship with the tenants when faults

occur. An analysis of in-sourcing the contact centre is set out below:

Strengths Weaknesses

Council maintains first point
of contact with residents

Council can use service to
address other issues e.g.,
tenancy issues (has
cost/resource implications)

Council has access to
‘mood’ of residents

Performance measures for
contact centre available
directly.

Totally transparent data

May encourage greater
interest from Contractors
that lack capability to run
contact centre.

Works well in a model with
multiple contractors

Capability of diagnostic tool
and call takers diagnostic
capability becomes Council
risk

Likely to be higher cost as
Council T & C’s increase
costs e.g. 36 hour/week
compared to 40

Ability to book appointments
compromised by system
interface requirement

May provide undue influence
upon wider issues such as
commercial model

Soft market testing indicated
strong market preference for
contractor contact centre

Risks

Recruitment of
resources complicated
by TUPE (which will not
be provided until just
before commencement)

Implementation of ICT
interface can be
problematic

Procurement of Council-
side ICT solution within
timescale i.e. telephony
and diagnostic tool
(complicated if more
than one contractor)

Disputes regarding cost
of misdiagnosis and
missed appointments
likely

As the table sets out, the decision on whether to in-source the contact centre is finely
balanced. However, as this report is proposing to split the works into 3 packages this
shifts the balance strongly in favour of in-sourcing the contact centre as otherwise
there would be 3 contact centres managed by different contractors. For this reason, it
is proposed to bring the contact centre back in house. While large contractors prefer
the Contact Centre to be under their control this is not critical in their decision to bid.

The Council aims to bring the contact centre in house prior to the expiry of the current
contract so that the contact centre is established prior to the new contacts going live.
There are a number of complexities around the in-sourcing of the contact centre
including TUPE of staff to the Council, ICT systems and agreeing the removal of this
element of the contract with our current contractor.
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The intention to in-source the contact centre is subject to an affordability analysis to
back up this plan, which will be considered and decided in accordance with relevant
governance processes. In the event it is not deemed affordable, the option to
outsource to a separate call centre contractor will be explored following the relevant

governance procedures in accordance with the Council’'s Tenders and Contracts
Regulations.
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Appendix 3 Proposed Packaging of lots

To mitigate the risk of appointing a single provider and to attract local and SME
contractors, the Council is proposing to split the contract up into three parts as
follows:

e Area 1 Responsive repairs excluding gas
e Area 2 Responsive repairs excluding gas
e Gas related services

The Council have the opportunity to re-procure the works within a single contract, or
separately either by geography or work type or both.

While this decision is made up of a number of separate decisions the issue regarding
management capacity and capability identified is critical. Procurement of more than
one contract will require more internal resource than a single contract. We therefore
consider there are only four realistic options:

e Option 1 - Single cross borough contract covering all services (one in total)

e Option 2 - two geographically based contracts covering all services (two in total)

e Option 3 - two service based contracts, one covering gas related services and
the other all other services (two in total)

e Option 4 - one cross borough contract providing gas related services and two
geographically based (three in total)

The latter two options all involve separate gas services.

The decision regarding which option is most suitable requires consideration of the
interplay of a number of factors in addition to the internal management capacity.

In particular decisions regarding provision of gas related repairs and servicing within
the contract or separately.

The majority of large-scale responsive repairs contractors have in-house capability to
deliver gas servicing and maintenance or an established supply chain to deliver this
element although medium sized contractors will invariably sub-contract this element.
For any contractor that sub-contracts gas repairs and servicing there is increased risk
which may result in higher prices or an unwillingness to tender.

In summary therefore, inclusion of gas repairs and servicing within the contract(s) is
less likely to attract medium sized contractors and will be more attractive to, and
favour, larger organisations.

In addition, we have found that some of the espoused benefits of contractors with in-
house gas servicing and repairs are not reflected in practice; often, the management
of gas servicing and repairs is entirely separate from the general responsive repairs
service.
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The table below sets out the advantages and disadvantages of retaining gas servicing
and maintenance within the contract.

Retention of gas servicing and maintenance within the contract

Advantages Disadvantages
Procurement costs and resourcing While main contractors have in-house
reduced compared to separate expertise they may not be perceived as
contracts experts.

Reduces opportunity to tender for
Provides single point of responsibility. | smaller organisations and
attractiveness

Espoused benefits of in-house
capability often not achieved in
practice

Poor performance in one work type
difficult to separate from general
performance issues

Major contractors have in-house
capability

Access provided by annual gas service
ensures virtually all properties are
visited by single contractor

Reduced contract management costs
compared to separation

On the basis of the issues identified above we consider separation of gas servicing
and repairs from the general responsive repairs service would be beneficial for the
Council in providing a wider market response. This recommendation is contingent
upon the Council arranging itself to align with the both the procurement and
operational requirements.

If the above recommendation is accepted the available options become either two
service based contracts across the borough or two geographically based responsive
repairs and voids contracts and a single borough wide gas servicing and repairs
contract.

As both options include a single gas servicing and repairs contract the only decision
to be made is whether to separate general responsive repairs and voids into 2 areas.

We consider that two contracts would be attractive to a wider group of contractors
including both large and medium sized and can be managed effectively.

The procurement documentation will prevent one contractor winning both lots to
ensure the Council ends up with two separate repairs contractors.
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Appendix 4 Procurement Procedure

The Council are proposing two different procurement routes, one for the responsive
repairs and one for the Gas related services.

The proposed procurement route for responsive repairs is Competitive Procedure
with Negotiation the proposed procurement route for Gas services is the Restricted
Procedure.

The advantages and disadvantages of these options along with the open procedure
and procuring off a framework are considered in the table below:

Option

Pros Cons
Summary
Open ¢ Quick route to market ¢ If works are packaged up into
Procedure (Not | ¢ Most suitable for a single smaller contracts it may be
Recommended) contractor delivering a less attractive to some
similar scope to the Contractors
current Contract ¢ Potential to receive high
volume of bids adding in time
and cost
e Does not allow
refinement/changes once
tenders submitted (versus
CPN)
Procure via a e Quickest route to market | e Limited pool of contractors on
compliant than open procurement framework may reduce
framework (Not whilst still ensuring competition and exclude local
Recommended) competitive element. organisations not on the
e Standardised framework framework. On review of
contract and frameworks there was no
documentation that can framework identified that
be used which speeds up included an optimum list of
the procurement process contractors, therefore some
and reduces costs potential suppliers would be
. Y excluded from the process.
e Experience of monitoring o . )
and managing external e Limits the ability to incorporate
contractors is already bespoke Council requirements,
retained within the or if large  bespoke
Council. requirements are incorporated
e Using a  compliant negates the time advantage of
framework is permitted using the framework.
under PCR 2015. This | ¢ Management styles and
would reduce the risk of philosophies may differ from
challenge. Council’s view.
e This would be a PCR e There is a fee that needs to be
compliant route and is paid to the framework operator
unlikely to be challenged. that this length and value of

Page 33



contract would be material
over the life of the contract.

Frameworks do not work well
within Section 20 legislation
and therefore there is a small
risk of challenge.

Restricted
(Recommended
Option for Gas
Services)

Likely to be preferred by
suppliers and generate
more interest.

Allows for changes to the
contract structure and
design from the present
Allows Council resources
to be spread across a
longer timescale

Strong supplier
preference for this
approach came out of the
soft market testing for the
Gas Services.

Excluding bidders at
shortlisting stage potentially
reduces amount of competition
Does not allow
refinement/changes once
tenders submitted (versus
CPN)

Competitive
Procedure with
Negotiation
(CPN)
(Recommended
for Responsive
Repairs
Services)

The most flexible process
allowing for supplier
innovations and

negotiation
Enables contract
structure and related

document to be refined
and should result in better
outcomes

Strong supplier
preference for this
approach came out of the
soft market testing for the
responsive repairs
element.

Process takes longer and is
most risky on timings, currently
no/very little float in timeline
Assumed a light touch CPN so
may not gain full benefit of the
process

Highest complexity leading to
increased advisor and legal
costs

Overall, due to the complexity, length of contract and value of the responsive repairs
element it was felt that CPN would deliver the best outcome for the Council and the
ability to meet the contractors to allow refinement of bids would be beneficial. For
responsive repairs CPN is the recommended option. However, the timeline for this is
the most compressed. There are two mitigations for this, the first is that CPN allows
the Council to directly award after initial bids are received without a negotiation and
final bid stage, should the Council receive excellent bids this could be the approach
taken. The second mitigation is should there be a delay to the timeline prior to the
Find a Tender Service (FTS) notice being published then the Council could revert to
a restricted procedure instead. This report is recommending that this decision be
delegated to the Chair of CCB, in consultation with the Deputy Mayor, the Corporate
Director of Housing and Corporate Director of Resources and S.151 Officer
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The Gas Servicing is a more traditional service with less uncertainty. In addition, the
soft market testing suggested suppliers would prefer the Restricted Process. For
these reasons the Restricted procedure is recommended for Gas Services.

Consideration has been given to the advantages and disadvantages of having two
separate procurement processes rather than one. The disadvantages are that it
creates additional documentation requirements, notice publications, evaluation etc
and that there is no opportunity to restrict or compare bids across the two
procurements. However, the main advantages are it minimises resources required
for Negotiation as no negotiation will be required for gas servicing element and it
allows a phasing of the procurements so that responsive repairs procurement will
commence in advance of the Gas Servicing which will help resources to be
smoothed. Overall, the recommendation of two separate procurements is
considered optimum to help manage its resources more effectively than a combined
procurement.
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3 Appendix 5 OPTIONS CONSIDERED AND REJECTED

The following options were considered and rejected for this procurement:

Option
Summary
Do Nothing

Pros

Saves costs of running the
service.

Reduced Council
management input.

Cons

Unable to fulfil statutory duty to
provide Council Housing.

Health and safety issues with
damage to property and people.

Legal costs resulting from the
damage caused to property and
people.

In-Sourcing of

Council retains direct

Substantial set up costs of staff,

the entire ownership and control space, vehicles, infrastructure etc.
iz;g?)rr;s;\r/% gas Mitigated risk of contractor | e Fixed costs which are difficult to
servicing insolvency (only applies to flex with changed circumstances
contract (Not sub-contractors) and work content
Recommended) No procurement necessary | ¢ Harder to exercise control (?) as
as staff directly appointed. all in-house
Short communication ¢ No contractual separation means
channels as all in-house responsibilities can become
Potential for greater blurred
community spirit/ tenant e Large organisation that needs
relationship effective ongoing management,
Effective and consistent which is difficult to consistently
branding due to self- achieve
ownership e Reduced imperative to innovate
No profit paid to third party | ¢ Reduced focus on creating and
delivering best value
e Commercial management
imperative removed
e Rectification of failures a cost
Open Quick route to market ¢ |f works are packaged up into
Procedure (Not Most suitable for a single smaller contracts it may be less
Recommended) contractor delivering a attractive to some Contractors

similar scope to the current
Contract

Potential to receive high volume of
bids adding in time and cost

Does not allow
refinement/changes once tenders
submitted (versus CPN)

Procure via a
compliant
framework (Not
Recommended)

Quickest route to market
than open procurement
whilst still ensuring

competitive element.

Limited pool of contractors on
framework may reduce
competition and exclude local
organisations not on the
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Standardised framework
contract and
documentation that can be
used which speeds up the
procurement process and
reduces costs

Experience of monitoring
and managing external
contractors is already
retained within the Council.

Using a compliant
framework is permitted
under PCR 2015. This
would reduce the risk of
challenge.

This would be a PCR
compliant route and is
unlikely to be challenged.

framework. On review of
frameworks there was no
framework identified that included
an optimum list of contractors,
therefore some potentially
suppliers would be excluded from
the process.

Limits the ability to incorporate
bespoke Council requirements, or
if large bespoke requirements are
incorporated negates the time
advantage of using the
framework.

Management styles and
philosophies may differ from
Council’s view.

There is a fee that needs to be
paid to the framework operator
that this length and value of
contract would be material over
the life of the contract.

Restricted

(Not
Recommended
Option for
Repairs)

Likely to be preferred by
suppliers and generate
more interest.

Allows for changes to the
contract structure and
design from the present
Allows councils resources
to be spread across a
longer timescale

Strong supplier preference
for this approach came out
of the soft market testing
for the Gas Services.

Excluding bidders at shortlisting
stage potentially reduces amount
of competition

Does not allow
refinement/changes once tenders
submitted (versus CPN)

Competitive
Procedure with
Negotiation
(CPN)

(Not
Recommended
for Gas
Services)

The most flexible process
allowing for supplier
innovations and negotiation
Enables contract structure
and related document to be
refined and should result in
better outcomes

Strong supplier preference
for this approach came out
of the soft market testing
for the responsive repairs
element.

Process takes longer and is most
risky on timings, currently 3 weeks
of float in timeline

Assumed a light touch CPN so
may not gain full benefit of the
process

Highest complexity leading to
increased advisor and legal costs
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REPORT TO: Tenant & Leaseholder Panel July 2022
SUBJECT: Update on the Housing Improvement Board

Les Parry Tenant Member Housing Improvement
FROM: Board

BACKGROUND

The board has members from Local Government Association, London Councils,
Croydon Improvement Panel (Government Appointed), Community Groups
/Charities (a case worker from Croydon Citizens Advice) and Council Residents.
Lead by an Independent Chairman

MEETINGS:

The Inaugural meeting was in December 2021 and others followed when
Management and Cabinet Member presented proposed Improvement Plans for
Croydon Housing Services. (Note all meetings have been webcast which can be
accessed along with all documentation.)

The Board also considered matters of Governance, Culture (Staff treatment of

Council Residents) and other issues in particular the Repairs Contractor and
Performance.

ACTIVITY

Each member(s) undertook exploratory work with the Council Resident Members
(3 Tenants) undertaking an exercise on Council Staff Culture and producing a
report to the February 2022 Board meeting.

The information was gathered from personal experience, Council Estate feedback
from tenants and groups and online public forums (we could not make visits at this
time due to COVID Restrictions. (Note this report can also be accessed via the
website)
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PROPOSED HOUSING IMPROVEMENT PLANS

To date 2 proposed plans were presented to the full board, both were heavily
criticized and not supported by the board. Neither report contained any
recommendations/action points from the ARK Report or complied with the
Regulatory notice served in May 2021.

The plans read like a management wish list and commentary and never dealt with
specific issues.

There was a third report which was not presented to the Board but was presented
by Management and the previous Cabinet Member for Homes direct to the
previous administrations Cabinet Meeting in March 2021.

The Board Chair and two Tenant Board Members spoke at that meeting we gave
the views of the board after a “ring round & email consultation” (noting we were
not able to give a detailed critique).

As a result, the Cabinet of the previous administration made amendments to the
version three report/recommendations from the Cabinet Member and
Management.

THE PRESENT AND THE FUTURE

Following the election of the Executive Mayor Perry and the Housing
Improvement Board’s criticism of the Plan in their March 2022 report

(can be accessed via the website), the Council’s planned improvements to
the housing service must be reshaped and reinvigorated to reflect the views
of our residents and address comprehensively the root causes of its past
service failings.

The independent Housing Improvement Board’s report to March 2022
Cabinet stated that the existing version of the Housing Improvement Plan
“Needs considerable further work if it is to command [the Housing
Improvement Board’s] confidence, and, much more important, the council’s
tenants™. The Housing Improvement Board’s report made a number of key
recommendations against the following key themes:
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1.

« Conditions at Regina Road

+ Governance

* Treating tenants with respect
* Improving data and its use

+ Staff capability

* Quality of planning

THE CHANGE IN DIRECTION

The Corporate Director, Mayor and Deputy Mayor (Cabinet lead for
Homes/Housing) have committed at the July Cabinet Meeting to basically
rewrite the Housing Improvement Plan to include the Boards
recommendations from the Boards March Report.

But both Board and Council Residents must be aware of the risks, this will be
a long road to reach a state of excellence in our services. The transition to
new repairs contractors are also a risk and this should include the risk of not
improving existing housing stock so capital projects must be considered
carefully.

But another major factor is that of the Housing Revenue Account and the
Associated long term Business Plan. Changes will have a cost, that cost will
have to be met by the Housing Revenue Account and the funding of that
account is from our rent and charges money.

As such both Board and Tenants & Leaseholders and Garage Tenants must
be involved in decisions and use of our revenue.

HOW IT WILL BE ACHIEVED
(An extract from the agreed Cabinet Report 6 July 2022.)

4.1 The review of the Housing Improvement Plan will utilise the following
approach:

e Co-creation with residents, staff and Members of a shared vision and
mission for the directorate with customers at the heart of how we lead
and deliver services

e Perioritising the importance of treating our customers with respect and
empathy throughout all service delivery
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4.2

4.3

4.4

4.5

Deep dives and review of existing service performance, performance
measures and standards. Utilisation of benchmarking, Home Standard,
Tenant Involvement & Empowerment Standard and extensive engagement
with customers, colleagues and other key partners

Learning from best practice provided by industry leaders including the
Chartered Institute of Housing, and the Tenants Participation Advisory Service
High level map of the transformational change required to deliver our vision
including structure, operating model, culture, systems, capability, behavioural
standards and professionalisation - co-produced with key partners

Review of existing governance and project management arrangements to
deliver impactful change

Broader evaluation of the interdependencies within the Council which will
enable the delivery of the Housing Improvement Plan and other mayoral
priorities

Alignment with the Council-wide transformation plans as outlined in the
Mayor’s Plan

We anticipate the above to be completed and inform the Cabinet paper in
November.

Undertaking the actions above will enable the Council to provide our
partners with an accurate assessment of the improvements needed with
honest timescales. An update on the Plan will be presented to Cabinet in
November 2022. Several projects will be kickstarted ahead of the
November Cabinet meeting including the...

Development of a vision and mission for the housing directorate
Development and implementation of Residents’ Charter action plan O Gap
analysis of service performance in alignment with Tenant Involvement &
Empowerment Standard and Homes Standard

End-to-end review of voids

End-to-end review of complaints aligned with Housing Ombudsman’s
Complaints Handling code

Professionalisation of the workforce to improve employee capability and
retention

The list above is not exhaustive, and all projects within the revised Housing
Improvement Plan will align with the Social Housing Regulation Bill by
ensuring residents’ voices are heard. Further projects will be brought into
the scope of the Plan following engagement with residents.

The reshaping and reinvigoration of the housing directorate is a longterm
project which will take place in phases. Timescales will be developed to set
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8.3

8.4

8.5

8.6

the expectation as to what will be achieved at each stage. The
transformation of the housing service will be first evidenced by tangible
improvements to the areas listed in 4.3. Further detail will become available
once the directorate has completed the deep-dives and review of existing
service performance outlined in 4.1.

Clear evidence of discrimination is immaterial to residents’ lived experience
and the reputation of the Council. There should be an onus on both officers
and contractors to ensure that their behaviours to residents is both helpful and
respectful and that residents should no longer perceive that they have been
discriminated against in relation to their race.

Poor housing conditions and perceptions of unfair treatment are likely to
exasperate existing mental health conditions or create new mental health
conditions. In particular, when exasperated by other socio-economic impacts
such as poverty, unemployment and the cost-of-living crisis. It is important that
residents are treated in a fair, respectful and equitable manner to ensure that
existing or new conditions are not triggered by behaviour of staff or suppliers.
It is important that staff training reflects this.

Residents with disabilities or parents of children with disabilities may be
treated more favourably than others in relation to housing improvements. This
will not amount to discrimination in relation to the Equality Act 2010.

The Council will also encourage its suppliers to adopt the Council’s standards

for equality in the borough: Croydon’s Equalities Pledge and the George Floyd
Race Matters Pledge.
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Asset management Strategy — what is it?

« Our asset management strategy sets our approach to managing your homes.

* |t covers everything from the legislative framework that we work within, to details about our homes

(age, type, condition for example), to how we will invest in them going forward

* Residents’ views are really important and need to be at the heart, as we re-shape our approach and

views

* Planning resident engagement over late summer and Autumn

CROYDON

www.croydon.gov.uk
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The condition of our homes

* We need to have a really good understanding of the condition of our homes to plan investment

* Previously we undertook stock condition surveys in-house — however this was paused during the

pandemic
« We are currently tendering a stock condition survey now. That contract is due to go live in October.

* We are not starting from scratch however...
. Data from surveys on our tall buildings

. Data from other contractors

* This helps us develop a five year rolling investment program

CROYDON

www.croydon.gov.uk
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Capital Investment

We currently have a 1 year investment program for 2022/23 of £22.1m
We have an outline plan for the next 4 years
However as part of the resident engagement we want to understand your priorities

This feedback, plus information from our stock condition surveys will help define our ongoing

program.

CROYDON

www.croydon.gov.uk



Agenda Item

LONDON TENANT FEDERATION

OBJECTIVES:

A secure home and a seat at the table for all London's social housing communities. We bring
together social housing tenant organisations from across the capital to act on matters that affect our
homes and communities. We bring together social housing tenant organisations from across the
capital to act on matters that affect our homes and communities. We bring together social housing
tenant organisations from across the capital to act on matters that affect our homes and
communities. Our priority is to ensure tenants are involved in the production of London-wide
housing and planning policy and influencing national housing policy. Formally established in 2002,
our roots as a forum for London’s council housing tenants go back to the 1980s.0ur objectives and
policy positions are set by our members: social housing tenant and leaseholder organisations
operating across a whole or part of a London borough or housing association and accountable to
grassroots Tenants and Residents Associations (TRAs).Among our members are the London
Federation of Housing Co-ops and the National Federation of Tenant Management Organisations
(TMOs), the latter having a large percentage of London-based TMO members. We also have an
individual TRA, TMO and Cooperative membership. See more on our website
www.londontenants.org.

VISION — To ensure social housing tenants in London are empowered to influence decision-making
about their homes & communities — from local to the national level. Promoting positive and
challenging negative stereotypes of social housing tenants. Working collaboratively & consensually
to make London a better place to live & work. Our basic principle is advocating bottom-up
engagement functioning democratically with accountability.

LFT STRUCTURE:

LTF is a company limited by guarantee, grant funded by charitable organisations. We are currently
seeking to become a charity. Our corer membership comprises borough & neighbourhood-wide
network of social housing tenant and residents’ associations & London Federation of Housing Co-
operatives and National Federation of TMOs. At least five general meetings for core members are
held each year focused principally on strategic housing, planning and regeneration policy. New LFT,
Policy position & amendments to existing by consensus at these meetings. In 2022, we also created
an individual TRA, TMO & Co-operative membership. These members may attend LTF single issue
and subregional meetings to engage in and support one another on cross-borough housing,
regeneration, and planning policy issues. Reports from the meetings are fed into LTF core member
meetings and may influence the LTF policy position. Core members, individual TRA,TMO and co-
operative members and some individual tenants are able to attend LTF conferences and other open
meetings.

ACHIVEMENTS OVER THE PERIOD OF OUR LAST STRATEGIC PLAN 2018-21:

We successfully applied for membership in the London Housing Panel and have been active
members since its first meeting in May 2019. With Just Space we established Estate Watch —a
website and network of tenant groups whose estates are at risk of demolition - in July 2019. In 2020,
we launched ‘A positive future for social housing: the London Tenants Manifesto’. It is the only social
tenants’ publication to have been published by the thinkhouse library of research and policy
documents. The House of Commons and Lords libraries also requested to hold the Manifesto for
MPs and Lords to access. We improved our public presence and general communications with the
support of a two-day a week communications’ officer. This included setting up a new website,
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engagement (for the first time) with Twitter and Facebook and producing regular press releases. The
Covid19 pandemic led us to holing meetings, events, and a conference via zoom. While some of our
members and contacts found this difficult, others found engaging in zoom meetings easier than
travelling to Central London to attend LTF face-to-face meetings. The London Assembly Housing
Committee’s 2018 report on Hearing Residents' Voices in social housing includes ‘good principles for
resident Involvement’ based on our engagement with their investigation. Our members’
engagement in the examination in public of the London Plan resulted in 26 modifications to the Plan.
We successfully lobbied the Mayor of London to use his grant funding from 2021 to 2026 on social
rented rather than on London Affordable Rent homes. We regularly produced tenant briefings on
changing national and regional housing, regeneration and planning policy and responded to
consultations including on these issues. These are posted on our website for the benefit of our
members and contacts and the public and have been referred to in our quarterly newsletters.

- We also produced several briefings for tenants facing estate regeneration — for the Estate Watch
website.

PLANNING FOR THE FUTURE AND IDENTIFICATION OF NEEDS:

TRA survey 2019/20. This survey highlighted issues that tenant groups at the local level in London
are most concerned about. Demolition of social rented homes, day-to-day and major repairs, fire
safety, rents and service charges, fuel poverty, overcrowded homes and infill development came up
most often. LTF online meetings, events, and conferences. Information gathered at these meetings
also highlighted the issues listed above as well as - the increasing need for social rented homes,
succession of tenancies, poorly maintained homes, net-zero works, and a new decent homes
standard. Also, concerns constantly raised were - social landlords’ preference for engaging with
selected/hand-picked tenants rather than elected tenant representatives -and the resultant
increased isolation of tenants and their representatives. LTF directors. LTF directors, supported by
our coordinator, have secured funding for the next two years and part funding for a further year.
This is being used to employ part time staff members to organise quarterly meetings for individual
TRA, TMO and Co-operative and core member to attend. To assist in accessing funding
opportunities, we have applied to become a charity. In 2021 LTF directors commissioned specialist
support in making the application and to increase our chances of being successful. LTF directors held
an awayday in August 2021 to start work on this strategic plan and in which they considered a range
of strategic issues, including: developing their skills, strengthening LTF's voice regionally and
nationally and continuing to raise our profile delivering new single-issue and cross-borough tenant
networks for new individual TRA, TMO and Cooperative members retaining three staff members
and a new part-time finance officer an exit strategy for the potential retirement of LTF’s co-ordinator
in 2024/25 continued collaboration with other VSOs and academic contacts continuation of annual
conferences and half-day open meetings on strategic housing, planning and regeneration issues

DELIVERING OUR GOALS:

LTF and co-ordinator have produced an operational plan (a comprehensive document) which
includes targets and agreed outcomes to be delivered with our grant funding. | currently covers the
period that we have grant funding for and will be periodically updated.

JAMIL TARIQ — Rep.TLP Borough of Croydon.
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Meeting of Croydon Communities Consortium 22" February 2022 via Zoom
Discussion: Refuse Collections, Recycling and Fly-Tipping

Councillor Scott Roche, Cabinet Member for Streets & Environment attended.
Steve lles, Director for Sustainable Communities sent his apologies.

Refuse Collections

Kerbside collections: Bins are left on the footway rather than returned to the property. This is
an issue for those who are visually impaired, wheelchair users, those with buggies, etc. Food
caddies, green / blue boxes and bins are being damaged as they are thrown back into the gardens
and the delay in getting a replacement is lengthy. ClIr. Roche was aware of these issues. The
contractor should be returning bins for assisted collections. Missed collections to communal bins
are constantly reported but nothing is done to address this problem.

Missed collections: — Concerns regarding missed collections when the website shows that the
bins have been collected, meaning it is not possible to report as missed.

Re-Use and Recycling Centres

It was not clear if the Purley site is due to be closed down.

A Borough the size of Croydon needs the three sites. Factory Lane is often gridlocked, New
Addington is a long way for other parts of the Borough that would use the other two sites.
Reducing the number of sites will just add to the pollution with people having to travel further and
increase the traffic outside the other sites or increase fly-tipping. Pedestrian access had been
stopped at all three sites. Vans are also severely restricted, even if driven by a resident carrying
household waste and recycling, and only possible at Factory Lane.

New Addington (Fishers Farm) - Residents have been told that they are only allowed one visit per
day and it was noted that generally, residents visited when having a clear out so may visit multiple
times in a short time period then not again for some while so restricting to one a day was not
helpful and may lead to fly-tipping. Clir. Roche agreed to check across all three sites. Action:
Cllr. Roche

Fly-Tipping Hotspots

Fieldway Estate, New Addington where the myriad of alleyways compounds the problems, Grant
Road and Inglis Road Addiscombe, Lower Addiscombe Road and Shrublands Estate Shirley. The
bigger issue is if there are multiple hotspots on one estate.

Possible solutions - Funding for CCTV and dummy cameras is needed. ClIr. Roche explained
that more creative solutions need to be explored to tackle fly-tipping. Officers need to react
quickly.

Private Tenants and Landlords also contribute to the fly-tipping at end of lease periods. There
was a Landlord Licensing Scheme in Croydon but this was not renewed as the application to
renew it was rejected.

Leafletting Pilot: A previous leafletting pilot, developed between residents and the Council, had
been effective in greatly reducing fly-tipping where the fly-tipping was done by neighbours. Clir.
Roche had raised issues like this, including where vehicle registrations had been captured.

No fly-tipping signs are ineffective, they merely add to the general street clutter. Better use of
Street Champions is a Council policy that Cllr. Roche backs.

Changes at Re-Use and Recycling Centres could be contributing to the fly-tipping situation and
Christmas tree collections are far too late.

Building Waste Fly-Tipping: This is happening across the Borough. ClIr. Roche advised to
keep reporting every case. The Council uses reports to create a heat map to ascertain trends and
target responses accordingly.
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e  ARCH(Association of Retained Council Housing)

Paul Price Is the new Chief Executive of ARCH — he took over from John Bibby who retired at the end of May.

Meetings have continued virtually during the pandemic — feelers were put out about returning to in-person meetings
but there wasn’t sufficient support in favour to make it a financially viable option. The subject will be revisited after
the Annual Tenants’ Group in September — to be held (the Resident Involvement Team will give further information at

the TLP meeting.

Fire Safety is a recurring agenda item but there’s not been much new information to report. The executive notes with

concern the number of changes of housing ministers in such a short time, this in turn affect policy continuity.

There continues to be fruitful discussions and input with the Housing Regulator and Ombudsman

e  Stop Social Housing Stigma Campaign- SSHS (formerly See the Person)

The group recently had a governance review and relaunch, with a new name which reflected its core purpose better.
Chartered Institute of Housing (CIH) & TPAS have been very instrumental prior to and through our relaunch. We
continue to receive promising responses from organisations who understand and share are goals/aims and also
grateful for our old and new sponsors. We would very much welcome Croydon to partake in this journey with us as

sponsor/ambassador

Like majority of groups, meetings have been online throughout the pandemic with our first in-person strategy meeting
taking place a month or so ago. We’ve also run two well-attended workshops within the last month, one at the

National Housing Federation (NHF) Conference and the recent one at the TPAS Conference.

We look forward to a very busy but exciting itinerary ahead of us
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