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1. INTRODUCTION 

At its meeting on 23 November 1999 the Construction Services Committee approved a report by the General 
Manager, Construction Services regarding the selection of an appropriately skilled commercial organisation to 
enter into a first PublicPrivate Partnership with the Council in respect of the UPVC Window Factory at Range 
Road, Motherwell. The purpose of this report is to seek approval for the appointment of external legal 
consultants to assist in the establishment and operation of the whole range of PublicPrivate Partnerships to be 
established in respect of various works presently performed by the Council’s Direct Labour Organisation. 

2. BACKGROUND 

In June 1999, it was understood that the Scottish Executive required the Council to find partners for elements 
of the Council’s Direct Labour Organisation (“DLO’)). As presently constituted, the DLO is limited by the 
Local Authorities (Goods and Services) Act 1970 to carrying out work only for public sector bodies. That 
seems to be a diminishing market which may not be able to sustain the full range of the DLO’s operations for 
much longer. It is a feasible option for the Council, exercising its power under section 171A of the Local 
Government (Scotland) Act 1973, to find private sector partners and assist them to set up one or more private 
limited companies to carry out the DLO’s operations. Such companies would be able to trade in the open 
market and should be able to sustain the DLO-type operations indefinitely. In accordance with the Council’s 
standing orders on contracts and in view of the likely cost of such work being less than &5,000, the Chief 
Executive instructed the Head of Legal Services to engage legal consultants relative to the first stage of setting 
up the first such private limited company. On a comparison of rates charged by legal firms, having regard to 
value for money as well as the need for the legal work to begin as a matter of urgency, the Head of Legal 
Services engaged the services of Messrs McGrigor Donald, Solicitors, Glasgow for the purpose of producing a 
model as the basis for the operation of all proposed publidprivate partnerships. That work has been concluded 
satisfactorily and the next phase requires to begin as soon as possible. 

3. NEXT PHASE 

It is necessary to develop the work which was carried out in the first phase. That will require legal advice on 
(a) structuring the investment in each DLO business by the private sector partner and the Council, (b) 
incorporation of a PublicPrivate Partnership limited company, (c) the drafting and negotiation of any 
necessary shareholder agreements and other documentation, (d) the provision of a company secretary service 
for each limited company and (d) any other issues which may arise regarding the establishment and operation 
of each limited company, to be concluded by September of this year. 

The cost of such work will be dependent, to a large extent, on the complexity and duration of the negotiations 
between the Council and its potential partners. The Legal Services division does not have the resources 
necessary to carry out that specialist range of services within the timescale required. At this point in time, 
negotiations have not as yet begun with all of the potential partner organisations and, even allowing for some 
degree of commonality in the legal aspects of those negotiations, it is very difficult to forecast exactly how 
much work that will entail. It is anticipated that the cost of such work should be less than &18,000 and if it 
should seem that it may cost more than that, then a further report would be submitted for consideration at the 
earliest practicable date. 



4. RECOMMENDATION 

It is recommended that, having regard to achieving value for money and the expertise shown by the existing 
external consultants, the Head of Legal Services be authorised to continue the employment of Messrs McGrigor 
Donald, on appropriate conditions, for the purposes referred to in paragraph 3 above. 

V 
Head of Legal Services 


