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Purpose of this Report 

To advise the Housing and Social Work Committee of the outcome of the tender evaluation 
and assessment process to determine the selection of a preferred and reserve bidder for 
the Strategic Partnership - Central Heating Repairs and Maintenance. 

This report provides members with a high level summary of the tender evaluation and 
makes recommendations for the appointment of a preferred and reserve bidder. 

Background 

In 2000 the council entered into a partnership with ALH86 to create a joint venture 
company for the delivery of a service for central heating repairs and maintenance - Saltire 
Facilities Management Ltd. In January 2001 the council placed a contract with the joint 
venture company for a period of ten years. The contract is due to expire in January 201 1 
and as such arrangements required to be put in place to procure the service beyond this 
date. 

The procurement process, governed by European procurement legislation was subject to a 
relatively lengthy and complex exercise. In advance of commencing the formal 
procurement for the retendering of contacts it was necessary to give full consideration to 
the available options for future service delivery. This in turn would inform and determine 
the tender process and contractual arrangements that would require to be put in place by 
the respective Services. These options were subject to the consideration of the Policy and 
Resources Committee of 11 March 2009. 

On 17 June 2009 the member officer working group, convened to oversee the procurement 
process, considered a report providing an overview of the procurement process leading to 
the award of the term contracts for Housing and Non-Housing Property Maintenance and 
Central Heating Repairs and Maintenance. This report identified the key elements in the 
procurement process which would be the subject of further consideration by the member 
officer working group, namely the Pre-Qualification Questionnaire (PQQ) and the 
Invitation to Tender (ITT). A number of meetings of this group took place to oversee this 
process in the intervening period. 

In advance of the evaluation process being concluded, the member officer working group 
were given the opportunity to receive presentations from each of the shortlisted bidders 
during week commencing 12 July 201 0. 
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The following organisations were shortlisted and invited to participate in the ITT process: 
ALH86 Ltd, British Gas New Heating Ltd, Eaga plc, Kier Support Services, Liberty Gas 
Group, Mears Limited and Mitie Property Services 

In the period between the tender documents being issued and the return date for 
submissions, several bidders did not progress to the final assessment stage: 

British Gas New Heating Ltd 
Kier Support Services Resourcing issues 
Liberty Gas Group 
Mears Ltd 
Mitie Property Services 

Main board decision 

Change in business strategy 
Disqualified 12 May 2010 (see 3.3 below) 
No reason offered 

Following the receipt of the ITT documents from Mears Ltd it became evident during the 
preliminary evaluation that their submissions for both the Strategic Partnerships - Housing 
and Non-Housing Property Maintenance and Gas and Solid Fuel Maintenance fell outwith 
the scope of the ITT. At a meeting of the term contract procurement core group a series of 
actions were agreed and implemented leading to the disqualification of Mears Ltd. 

The organisations that were fully assessed and forming part of this evaluation were: ALH86 
Ltd and Eaga plc. 

Financial and Economic Standing of Bidders 

The council commissioned Caledonian Economics to review the financial and economic 
standing of the bidders to determine their suitability as a partner and their overarching 
obligations to support the joint venture. A summary of their principal findings are contained 
in the following paragraphs. The full report can be made available to members on request. 

The Council has not undertaken a formal rescoring of the Bidders’ financial and economic 
standing but has reviewed the information with a view to confirming that there has been no 
material deterioration in their financial and economic standing since the Pre-Qualification 
stage. 

Bidders’ financial and economic standing was assessed by reference to the company who 
will be guaranteeing the performance of the contract. In addition to the PQQ requirements, 
the Parent Company Guarantee (PCG) requires that the Bidder’s proposed guarantor 
company has net assets of f16m or confirms that it is willing to provide a performance 
guarantee as well as a PCG. 

The outcome being: 
- ALH 86 Limited - their holding company, Wallace Support Services Limited, a 

newly formed company in 2009, did not have sufficient net assets to provide a 
parent company guarantee and ALH86 were requested to provide a performance 
bond. They have subsequently confirmed that they will provide both a performance 
bond and a PCG. ALH86’s financial and economic standing has been subsequently 
reviewed. 
Eaga plc - the bid submission notes that they intend to provide a performance bond 
but they have confirmed that they will also be able to provide a PCG and would wish 
to discuss this with the Council following the appointment of Preferred Bidder. 

- 
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The estimated cost to the Council of each bid has been taken from the bidders’ financial 
models and are based upon the forecast activity rates issued by the Council to bidders 
multiplied by the schedule of rates proposed by each bidder less a best value efficiency 
saving which has also been bid by each of the Bidders. 

Comparability and risk adjustments have been made to the bid prices to ensure that the 
bids are being evaluated on a comparable basis and reflect the overall cost to the Council 

The risk adjusted cost of the bids have been discounted at the nominal discount rate of 
5.57% (based upon Treasury guidance to discount with a real interest rate of 3.5% and an 
indexation assumption of 2% included within the bidders’ financial models.) 

The financial analysis is contained as Appendix 1 , the results of which informed the overall 
bid evaluation (Appendix 2). 

Qualititive Evaluation and Outcome of the Competition 

An overview and outcome of the tender evaluation has been provided through the Tender 
Evaluation Output Report compiled by the corporate procurement manager and presented 
to the member officer working group for its information. The relevant abstracts and 
summary is contained in the Tender Evaluation Summary (Appendix 2). 

The objective of the evaluation process was to allow the Council to assess the responses to 
the ITT and select one Tenderer to be invited to enter into the strategic partnership with the 
Council. Tenders were evaluated consistently and objectively and in accordance with the 
Tender Evaluation Plan. 

Evaluation Teams assessed and evaluated Tenders. Each part of a Tender was assessed 
and scored. Only members of the Evaluation Teams had access to the Tenders. Price and 
Qualitative evaluations were undertaken independently. 

Price evaluation was supported by Caledonian Economics, the Council’s appointed financial 
advisor for this project. 

The Evaluation Teams were tasked with progressing the evaluation activity through the 
detailed evaluation process from receipt of Tenders to recommendation of the Tenderer to 
be invited to enter into the strategic partnership contract. Assessors were assigned to the 
different evaluation work streams and each scored element of the ITT. 

After evaluation, it was determined that ALH86 Ltd be invited to enter into the new strategic 
partnership arrangement with the Council on the basis that they have submitted the most 
economically advantageous Tender in respect of price and quality criteria to meet the 
Council’s requirements for the strategic partnership contract Central Heating Repairs and 
Maintenance 

EAGA plc be nominated as the reserve bidder and in the event that negotiations cannot be 
satisfactorily concluded, the reserve bidder is invited to enter into a joint venture 
arrangement with the council for the strategic partnership contract Central Heating Repairs 
and Maintenance 



7. Concurrence 

7.1 This report has been drafted with full concurrence of the executive director of housing and 
social work and the executive director of finance and customer services. 

Recommendation 

It is recommended that the committee: 

(i) agree to the appointment of ALH86 Limited as the preferred bidder for the provision of 
a Central Heating Repairs and Maintenance as detailed above, 

(ii) permit the assistant chief executive to conclude negotiations with ALH86 Ltd to enter 
into a joint venture arrangement with the Council in line with that outlined in the 
Invitation to Tender documentation, 

(iii) permit the assistant chief executive to enter into negotiations with EAGA plc on the basis of 
(ii) above should negotiations not be satisfactorily concluded with ALH86 Ltd 

(iv) receive further reports advising the committee on the outcome of the negotiations; and 

(v) otherwise note the contents of the report. 

U 
Assistant Chief Executive 



FINANCIAL SUMMARY APPENDIX 1 

Bidder 

The Table below summarises the net present value of the risk adjusted cost of the bids to provide 
a strategic partnership for Central Heating Repairs and Maintenance: 

NPV of risk adjusted cost of bid 
f’000 

ALH 86 Limited 
Eaga Plc 

54,776 
60,267 

The financial impact of the bids for the Council have been calculated on the following basis for 
each Bidder: 

NLC lnmme 
L m :  BV Diemunt 

Net mst to NLC 

NLC retained pmii fmm 
cunent JV reinvested in 
the LLP 

ALH 86 Limited 

The Table below summarises the bid price and the risk and comparability adjustments which have 
been made to ALH 86’s bid price: 

8,378,830 8,837,125 6,873,888 7,113,345 7,255,812 7,400,724 7,548,738 7,688,714 7,853,708 6,187,205 73,228,871 
(20,947) (29.912) (47,945) (66,688) (86,160) (106,385) (127.385) (149,182) (171,800) (150,326) (956,731) 

8,357,883 8,807,213 6,825,823 7,048,858 7,168,452 7,284,338 7,421,354 7,550,532 7,881,808 6,018,878 72,272,140 
0 

244,827 244,927 

NLC Incom 
E W  

NLC I m m e  
L866: BV Dismunt 

Net cost to NLC 

Ri.klComparablltly Ad]u.tmnt. 
1 

The following riskkomparability adjustments have been made to ALH 86’s bid price: 
ALH86 has assumed that the new JV will be funded through the transfer of the existing JV. As one 
third of the existing JV is owned by the Council this has been included as a cost to the Council of 
accepting ALH 86’s bid. If the Council did not accept this bid they would receive this amount on the 
winding up of the existing JV. The adjustment of f245k is based upon 33% of the Shareholders 
Funds of the Forecast Balance Sheet as at the 7 January 2011 as provided by ALH in a 
clarification dated 11 May 2010. 

8,183,837 7,815,481 7,767,770 7,823,126 8,081,588 8,243,220 8,408,004 8,576,246 8,747,771 6,869,817 81,417,020 
0 (33,877) (101,630) (139.271) (218.317) (218.317) (218,317) (218317) (218.317) (146,799) (1,513,163) 

8,183,837 7,581304 7,886,140 7,783,854 7,063,271 8,024,803 8,188,767 8,357,929 8,528,454 6,723,118 79,803,857 
0 

Eaga Plc 

The Table below summarises the bid price. No risk or comparability adjustments have been 
identified with respect to Eaga Plc’s bid. 



TENDER EVALUATION SUMMARY APPENDIX 2 

This report and recommendation has been compiled by the Evaluation Manager on behalf of the 
Evaluation Team following the completion of the evaluation of Tenders received in response to 
OJEU Notice 2009/S 206-296091 dated 24 October 2009 for the Strategic Partnership Central 
Heating Repairs and Maintenance. 

The Strategic Partnership Contract for Central Heating Repairs and Maintenance covers the 
provision of repairs and maintenance for the Council’s housing and non-housing stock. This is 
currently outsourced and provided through a joint venture arrangement. The contract services 
around 30,000 heating systems, operates 7 days per week and 24 hours per day and employs 200 
people. 

The Council seeks to contract directly, by way of a works agreement with a new joint venture 
limited company or a joint venture limited liability partnership to provide (or arrange for the provision 
of) a range of works, repairs and maintenance works to the Council’s housing and non housing 
stock. 

The works contract shall comprise, inter alia, the provision of a comprehensive central heating 
repairs and maintenance service to the Council’s premises (both housing and non-housing stock). 
This shall include normal response repairs, immediate response repairs, empty property repairs, 
planned repair works, cyclical maintenance and adhoc system replacements. Capital works may 
also be included. 

The partnering agreement between the private sector partner or partners and the Council and the 
subsequent works agreement will be for a period of ten (10) years with an option to extend for a 
period or succession of periods not exceeding three (3) years in total. The Strategic Partnership 
start date will be 08 January 2011 and the estimated total value of the contract is between 
f 110,000,000 and f 143,000,000. 

The joint venture limited company or a joint venture limited liability partnership and its supply chain 
will be required to actively participate in the achievement of social, environmental and/or 
sustainability policy objectives relating to local regeneration, social and economic growth, 
recruitment, employment and training and supply chain initiatives. Accordingly contract 
performance conditions and evaluation criteria may relate in particular to social and environmental 
con side ra t io ns . 

The purpose of the ITT was to establish which Tenderer offered the most economically 
advantageous Tender in respect of the Price and Qualitative criteria to meet the Council’s 
requirements for the new strategic partnership contract. 

After pre-qualification, a total of seven ITTs were issued and a total of three Tenders were received 
by the deadline for receipt of Tenders. 
ITTs were issued to: 

1 ALH86 Ltd 
2 
3 EAGA plc 
4 Kier Support Services Ltd 
5 Liberty Gas Group Ltd 
6 Mears Ltd 
7 

British Gas New Heating Ltd 

Mitie Property Services (UK) Ltd 



Tenders were received from: 

Tenderer 

EAGA plc 

1 ALH86 Ltd 
2 EAGA plc 
3 Mears Ltd 

Qualitative % below Weighted Qualitative 
Score Highest Qualitative Score Ranking 
66.13 40.00 1 

In accordance with the Council’s General Contract Standing Orders, an Evaluation Team was 
formed comprising a number of appropriately qualified and experienced Council officers from the 
procuring service areas with a significant stakeholding in the procurement. 

The evaluation of Tenders was undertaken in accordance with the Tender Evaluation Plan. 

The Tender from Mears Ltd was considered to be non-compliant and therefore excluded from full 
evaluation. The other two Tenders were considered to have submitted a compliant Tender and as 
such both were evaluated. A summary of the evaluation outcome is provided below: 

I ALH86 Ltd I f54.776.000 I I 60.00 I 1 I 

I ALH86 Ltd I 65.26 I 0.87 I 39.47 I 2 I 

I ALH86 Ltd I 99.47 I 1 I 
I EAGA plc I 93.99 I 2 I 


