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1.

2.

Purpose of Report / Introduction

Subject: NEW BUILD PROGRAMME − FUTURE
PROCUREMENT

The purpose of this report is to seek committee approval for future procurement
arrangements for the new build programme.

Background

2.1. The council has approved a new build programme of 1,150 units which it aims to
deliver by 2020 at an estimated cost of £1 72m. The current position is as follows:

• 237 units completed
• 55 units on site
• 105 units at statutory consent stage
• 35 units at tender evaluation stage
• 297 units − at various stages, e.g site investigation/ brief development
• Total = 729

2.2. With the exception of a couple of early' projects the programme has been procured on
a Design & Build basis, through a Framework Agreement. In March 2013, following a
procurement process undertaken in accordance with the Scottish Procurement
Regulations (the Regulations), the council appointed three contractors (Wates;
Lovells and Grahams) to a second Framework Agreement to deliver the next phase
of the new build programme. The scope of the current Framework is for the delivery
of 250 − 350 units (f27.5 − £38.5m) on a Design and Build basis. The Framework
runs for 2 years to March 2015 with an option to extend for a further 1 + 1 year. Each
project is tendered to the 3 Framework contractors on a design and build basis and
each contractor will produce design proposals for every site which will be evaluated
as part of the quality assessment for each project. For the second Framework the
council has also adopted 'exemplar' house types to standardise the internal layouts.
based on 'tried and tested' layouts that have been refined from experience in the first
Framework.

2.3. While the current procurement arrangements are considered to be working well, in
order to accelerate delivery of the programme, there is a need to consider future
procurement arrangements and explore opportunities to reduce the overall timescale
for delivery of projects, and also ensure that there is sufficient contractor capacity to
deliver within the expected timescales.
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3. Considerations

3.1. In addition to continuing to progress sites through the current Framework it is
proposed to undertake a separate procurement exercise, initially for one site to pilot
an alternative approach, called 'Novated Design & Build'. This would involve the
appointment of a Design Team to provide architectural and engineering services to
work up the layout and design for the site. As it is estimated that the value of the
Design Team's fees for the site would be below the financial threshold at which the
Regulations would apply, it is proposed that the appointment of a Design Team for
the project will be undertaken in accordance with Contract Standing Order 6 −
Restricted tendering whereby a short list of interested parties, following the
publication of a Contract Notice, will be invited to tender.

3.2. In order to augment resources within Design Services it is also proposed to appoint
an external Quantity Surveyor to provide project management services for this
project. The appointment of the QS would be on similar basis to the Design Team.
The appointed Design Team would work up the designs and layout for the selected
site in consultation with the relevant statutory authorities.

3.3. While the design work is progressing it is proposed to progress the procurement of
the construction contractor. Again, as the estimated value of the project is not likely to
exceed the financial threshold at which the Regulations would apply, it is proposed
that the procurement process will be undertaken in accordance with Contract
Standing Order 6 − Restricted Tendering. Once the project designs are at an
advanced stage, and acceptable to Planning and Transportation, tenders would be
issued to the shortlisted contractors. Following appointment of the construction
contractor the Design Team would be transferred or 'novated' to the contractor
through a 'Novation Agreement', and the construction contractor would then assume
responsibility for the designs and delivery of the project.

3.4. It is also proposed to commence the process of putting in place a new Framework
Agreement (Framework 3) which could overlap with the current Framework, if the
option to extend the current Framework is exercised. Depending on the outcome of
the experience with appointing a Design Team as outlined in 3.1, the new Framework
3 could include the option of tendering projects on a full Design and Build basis or on
a novated Design and Build basis to provide more flexibility in terms of future
tendering arrangements. In order to increase the number of contractors and
maximise competition, it is proposed to increase the number of contractors appointed
to Framework 3 to six, separated into two groups of three contractors with a broadly
equal number of sites being tendered to each group. It is anticipated that between
350 − 450 units will be procured through the new Framework 3 with a total estimated
value in the region of £38.5m − £49.5m. The duration of the Framework 3 will be for
two years, with an option to extend for one year on two occasions. As the total value
of work that may be issued under Framework 3 will exceed the financial threshold at
which the Regulations would apply it is proposed to procure the new Framework 3
using the restricted tendering procedure in accordance with the Regulations.
Appointment of contractors to the new Framework 3 will be on the basis of the 'most
economically advantageous' tender responses, evaluated on a cost (60%)! quality
(40%) basis. Assessment of wider Community Benefits will form part of the quality
evaluation.

4. Financial I Personnel I Legal I Policy! Equalities Implications

4.1. The resources to fund the delivery of the new build programme are contained with the
Housing Revenue Account

4.2. Corporate Procurement and Legal Services have been involved in the preparation of
this report. 50
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5. Recommendations

5.1. It is recommended that the committee approves:

(a) The proposed procurement arrangements for one site on a Novated Design &
Build basis as outlined in section 3.1, 3.2 and 3.3 of this report, the outcome
of which will be reported to a future committee for noting.

(b) The proposed procurement arrangements for establishing a new Framework
Agreement as outlined in section 3.4 of this report, the outcome of which will
be reported to a future committee for approval.

Elaine McHugh
Head of Housing Service
13 March 2014

For further information on this report please contact Pamela Humphries on telephone 01698 274174
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