SHEFFIELD CITY COUNCIL

Cabinet

Meeting held 18 January 2017

PRESENT: Councillors Julie Dore (Chair), Ben Curran, Jackie Drayton, Jayne Dunn,

11

2.1

2.2

3.1

4.1

5.1

5.1.1

5.1.2

Mazher Igbal, Mary Lea, Bryan Lodge, Cate McDonald and Jack Scott

APOLOGIES FOR ABSENCE
An apology for absence was received from Councillor Leigh Bramall.
EXCLUSION OF PUBLIC AND PRESS

The Chair, Councillor Julie Dore, reported that the Appendix to item 13 — ‘Waste
Services Review: Consideration of Delivery Solutions for Waste Services’ was not
available to the public and press because it contained exempt information
described in paragraph 3 of Part 1 of Schedule 12A of the Local Government Act
1972 (as amended) relating to the financial or business affairs of any particular
person.

RESOLVED: That prior to a discussion on the above appendix, members of the
press and public would be asked to leave the meeting to allow the Cabinet to
discuss the confidential information.

DECLARATIONS OF INTEREST

There were no declarations of interest.

MINUTES OF PREVIOUS MEETING

The minutes of the meeting of Cabinet held on 30 November 2016 were approved
as a correct record.

PUBLIC QUESTIONS AND PETITIONS

Public Questions in relation to Licensing Standards for Houses of Multiple
Occupation (HMOSs)

Stuart Crosswaite commented that we worked closely with a number of asylum
tenants and he had witnessed first-hand some of the misery that they had to deal
with. One of the biggest causes of this was forced bedroom sharing by G4S who
used this as it allowed more tenants to live in houses and more income for them
as a result.

Mr Crosswaite expected the Council would have taken action to stop this policy
but he had been asking for action for 22 months and nothing had changed. He
had been told by 3 Members of the Council that this policy had stopped but he
had evidence that this was not the case and he therefore called on the Council to
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5.2.2

5.2.3

take action to stop this policy.

John Grayson informed Cabinet that, along with colleagues, he had submitted a
petition to the Council in 2015 requesting that the Council amended their
regulations to prevent forced bedroom sharing. The Cabinet Member at the time,
Councillor Mazher Igbal, committed to ensuring that this practice be stopped.

Mr Grayson added that the current Cabinet Member for Housing, Councillor Jayne
Dunn, had sent the voluntary organisation Mr Grayson worked for a letter in 2015
saying that this was a priority piece of work for her. Mr Grayson had further been
told by a Council Officer on 16 January 2017 that a report had been drafted which
had been submitted to Councillor Dunn. However, to date no action had been
taken to end this practice. Mr Grayson therefore asked would the Cabinet agree
that this was a shocking state of affairs and would the Chair ask for an
investigation as to why no action had been taken to date? Given that Councillor
Dunn had the authority to take action on this, would she commit to taking action
as soon as possible?

In response, Councillor Dunn stated that she had made this a priority. However,
changing Council policy was not a quick process. In respect of the HMO Licensing
regulations, the Council needed to make sure they had everything exactly right so
that this practice would be prevented in the future.

There were lots of authorities across the country that weren’t doing anything to
prevent this practice, whereas Sheffield was committing to taking action.
Councillor Dunn would be signing off the decision in the next two weeks and it
would then become Council policy. Any new tenants did have to go into single
accommodation rooms. The delay had been increased as a result of the Council
carefully considering a number of changes to Government legislation. The Council
had to make sure it complied with all the legislation to prevent any possible future
legal challenges.

Councillor Julie Dore added that this was a priority for the Council and anything it
could do to improve the lives of tenants it would do. It did, however, have to
consider the risk of challenge which was always a risk with private contractors.
Councillor Dore would also look closely at the report submitted to Councillor Dunn.
She expected that the decision would be taken in the next few weeks.

Public Question in respect of Waste Bins

Adam Butcher asked what the Council was doing to enforce or advise members of
the public that they should put back their bins after the bins were emptied?

Councillor Bryan Lodge, Cabinet Member for the Environment, responded that he
was aware of the issue referred to by Mr Butcher. The Council had introduced
fixed penalty notices in the past for those who did not put back their bins but the
Coalition Government had removed the right for Councils to be able to do this.

Councillor Lodge was aware of areas where there were particular problems and
he would talk to the Universities to see if anything could be done. The Council

Page 2 of 19



Meeting of the Cabinet 18.01.2017

5.3

53.1

5.3.2

5.3.3

534

5.4

5.4.1

5.4.2

5.5

5.5.1

would continue to encourage people to act responsibly in respect of this.

Public Question in respect of the Streets Ahead Contract

Nigel Slack commented that, at the last Full Council meeting, Councillor Lodge
had commented that money earned by AMEY for the sale of felled street trees
“goes back into the contract”. This was used for “delivering a cheaper price on the
contract for Sheffield City Council.”

Mr Slack was also aware, from previous answers many months ago, that the
Council operated an ‘open book’ management system when it came to the
financial controls of major contracts. How much money had ‘gone back into the
contract’ since the beginning of the contract, as a result of felled trees being sold?
Why had this money not been used to mitigate the cost of engineering solutions
on those trees identified as healthy and salvageable through such solutions by the
Independent Tree Panel? In Mr Slack’s view, this would go some way to repairing
the damaged reputation of the Council locally, nationally and internationally,
showing that when the Council say felling is a last resort, they mean it.

Councillor Bryan Lodge apologised for any confusion arising from his answer
given at the last Full Council meeting. The cost of removing anything was included
within the AMEY tender price. This was also the case with the disposal of those
things removed and applied to all aspects of the contract such as waste going to
landfill, biomass, repairing road surfaces etc.

Councillor Julie Dore added that another example of this was in respect of
demolition contracts and anything that could be salvaged from demolition was
offset against costs as stated within the contract.

Public Question in respect of Contracts

Nigel Slack stated that, given his comment about reputation in the_above question,
he was interested to see the principle stated in item 9 — Sheffield City Centre Wi-
Fi — that: ‘There should be no or minimal legal, financial or reputational risk to the
Council throughout the contract life.” Was this principle in use in any other Council
contracts (such as AMEY or Streets Ahead)? Will this principle be a part of all
future contracts for the City? (i.e. Iltem 13 Waste Services?)

In response, Councillor Ben Curran, Cabinet Member for Finance and Resources,
commented that quotes from Mr Slack were taken from a report about the City
Centre Wi-Fi tender and should be viewed in that light. The Council carries out an
assessment of risk on each contract. These are assessed on a case by case
basis. For example, the level of risk could be built into a contract to reflect the
contract price or potential penalties to a contractor.

Public Question in respect of Regional Contracts

Nigel Slack referred to Item 12 on the agenda — ‘Waste Management Policies’ and
commented that he noted from the background reports for this item a plan to
harmonise the collection bins throughout South Yorkshire. There was also an
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aspiration commented on in paragraph 2.1.2 of the report that ‘The Council had
the aspiration to work more closely with neighbouring South Yorkshire authorities’.

Mr Slack therefore asked was this a precursor to a joint South Yorkshire waste
services contract? If so, who would be in ultimate control of such a contract? How
would this sit alongside the Council’s commitment not to give up any current
powers under the City Region agreement?

Councillor Bryan Lodge confirmed there were no plans for a South Yorkshire wide
contract. It did, however, make sense for authorities to realign things better and
make savings where it could. For example, there were Household Waste
Recycling Centres close to the borders of some authorities which may present
opportunities for closer working together. Councillor Lodge was also aware of
some Barnsley residents travelling to waste sites in Sheffield.

Councillor Lodge did support the idea of greater standardisation in respect of
waste across the country to make things less confusing and make it easier for
people to recycle.

Councillor Julie Dore added that she had made it clear that where the Council
could work more closely with its neighbours, such as with Bassetlaw on health, it
would look at shared services. This was very different to devolution. The current
devolution deal was purely an economic deal and gave Sheffield the powers, tools
and funding needed to grow the economy. This did not mean that in the future the
City Region would not negotiate further with the Government in respect of other
powers. But, as it stood, the current deal was an economic one and not about
public services.

Public Question in respect of Highway Trees

Nigel Slack referred to an email from Councillor Steve Wilson, Chair of the
Economic and Environmental Wellbeing Scrutiny and Policy Development
Committee, which had been sent to Labour Party members in East Ecclesfield in
respect of highway trees. Mr Slack commented that, apart from the Councillor not
knowing to which school this memorial related, part of Councillor Wilson’s
statement was, in Mr Slack’s opinion, a gross injustice to the campaigners
involved in the street trees movement, whether from the Green Party, the Liberal
Democrats, no party at all (the majority) and, in particular to those campaigners
who were members of the Labour Party. It would appear this Councillor's mind
was already made up and his bias, in Mr Slack’s opinion, made him unfit to Chair
the Scrutiny Committee tasked with resolving this issue, failing on the Principle of
Public Life that ‘Holders of Public Office must act and take decisions impartially,
fairly and on merit, using the best evidence and without discrimination or bias.’
Would the Council strongly urge that the Deputy Chair of the Committee be asked
to lead on this issue to ensure that fairness was not only done, but seen to be
done?

Councillor Julie Dore responded that it was not for the Cabinet to determine the

composition of the Scrutiny Cross-Party Working Group. Full Council had referred
the issue to Scrutiny, noting that the working group would be set up and every
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Councillor had supported that approach.

Public Question in respect of Tree Felling on Dunkeld Road

Nigel Slack stated that, having failed to make any progress on Dunkeld Road on
the Monday, AMEY’s sub-contractors returned to begin felling trees again on the
Tuesday. Police were in attendance and, as more protestors arrived, they moved
to clear the protest. One of the protestors raised an issue of Health and Safety
where, allegedly, the contractors had been seen using a technique known as
‘bombing’. This was cutting branches and simply allowing them to fall to the
ground from a great height. She raised this with the Police Inspector on site and
asked whether the contractors had a ‘method statement’ that authorised this
technique. After some ‘to and fro’, which was recorded by another witness
digitally, the Inspector stated; “If they were doing something unlawfully in that
respect then you will have the due redress through whatever process. That is not
going to stop these people from chopping this tree down today.”

Mr Slack added that the comments of the Police Inspector would appear to be an
officer of the law permitting, without knowledge one way or the other, potentially
unlawful actions. Mr Slack also found it interesting to note on the video that, after
this issue was raised, all further limbs were roped and lowered to the ground in a
controlled manner, even the smallest. Was an AMEY representative on site that
day? Did that statement allow for ‘bombing’?

Councillor Bryan Lodge informed Mr Slack that he would provide a written
response in respect of the details referred to in Mr Slack’s question. However, he
did note that of the 65 houses surveyed on Dunkeld Road, 29 responded and only
9 had objected to the tree felling. Some residents in the news reports had actually
been asking for the trees to come down and these views needed to be taken into
account.

Councillor Lodge emphasised that the Council did see felling as a last resort and
did intend to save as many trees as they could. There were a number of things
that needed to be balanced when making the decision about felling.

Public Question in respect of Leqgislation

Nigel Slack commented that, having twice attempted to get a basic response to
whether the Council supported, or not, the use of TULRA sec.241 legislation,
despite a very eloquent explanation as to why they use it, he may have found the
answer. In the same video from the incident referred to in the previous question,
the Police Inspector is heard to say: “Police Legal Services and Council have
agreed use of this legislation”. Could the Council confirm or deny this statement?
If correct, who in the Council made this agreement? Were any of the Cabinet
Members aware of this?

Councillor Julie Dore responded that it was the Government and national
politicians who determined laws. The Police’s role was to uphold laws and protect
the public. The Police decided when to use legislation and it was not the role of
the Council to tell the Police what to do.
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Councillor Dore added that, in any operation where the Police were involved and
advised the Council, the Council had to take that advice into consideration. In
respect of the Rustling Roads operation, the Police advised the Council on how to
carry out the operation. The Council had to take the advice seriously. Councillor
Dore could not comment on the statement by the Police Inspector, as she did not
hear it. It was important to emphasise that it was not the role of the Council to
make legislation.

ITEMS CALLED-IN FOR SCRUTINY

The Economic and Environmental Wellbeing Scrutiny and Policy Development
Committee submitted a report outlining the outcome of the Scrutiny Committee
meeting held on 15 December 2017 where a Call-In was considered on the
decision of Cabinet at its meeting held on 30 November 2016 regarding the China
Economic and Civic Programme Update.

RESOLVED: That Cabinet notes the outcome of the Economic and Environmental
Wellbeing Scrutiny and Policy Development Committee meeting held on 15
December 2016 in relation to consideration of the Call-In regarding the China
Economic and Civic Programme Update to take no action in relation to the called-
in decision and that the Committee had requested that a further report on an
update of progress of the China Economic and Civic Programme be submitted to
its first meeting in the Municipal Year 2017/18, prior to the final decision being
made by Cabinet.

RETIREMENT OF STAFF

The Acting Executive Director, Resources submitted a report on Council staff
retirements.

RESOLVED: That this Cabinet :-

(a) places on record its appreciation of the valuable services rendered to the City
Council by the following staff in the Portfolios below:-

Name Post Years’ Service

Children, Young People and Families

Margaret Cowen Teacher, Shooters Grove 42
Primary School

Deborah Kelly Headteacher, Brightside 37
Nursery Infant School

Deborah Rayner Clerical Officer, Reignhead 21
Primary School

Anne Taylor Learning Mentor, Brightside 22
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Nursery Infant School

Gillian Nugent Higher Level Teaching 22
Assistant Level 4, Meersbrook
Bank Primary School

Jane Howe Supervisory Assistant, 27
Stocksbridge High School

Place

Jeffrey Lister Cemetery Operative 44

(b) extends to them its best wishes for the future and a long and happy retirement;
and

(c) directs that an appropriate extract of this resolution under the Common Seal of
the Council be forwarded to them.

SHEFFIELD CITY CENTRE WI-FI

The Executive Director, Place submitted a report seeking approval to undertake a
competitive procurement for a concession contract, for up to 10 years, for the
provision of a Sheffield city centre public access Wi-Fi service and to enter into
contract with the bidder that provides the most economically advantageous tender.

RESOLVED: That authority be delegated to the Director of Creative Sheffield:-

(@) in consultation with the Cabinet Member for Business & Economy, the
Executive Management Team, the Director of Finance and Commercial
Services and the Director of Legal and Governance, to approve the final
procurement strategy;

(b) in consultation with the Director of Finance and Commercial Services and
the Director of Legal and Governance, to agree contract terms and enter
into contracts at the conclusion of the procurement; and

(c) in consultation with the Director of Finance and Commercial Services and
the Director of Legal and Governance, to take such steps as deemed
necessary to meet the Fundamental Principles and achieve the Outcomes
outlined in the report.

Reasons for Decision

It is recommended that SCC undertakes a competitive procurement for a
concession contract for the provision of a city centre Wi-Fi service and, subject to
the required objectives described in this report being met to the satisfaction of the
Director of Legal & Governance and Monitoring Officer and the Director of Finance
& Commercial Services, to enter into a concession contract for the provision of
those services.
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This is the preferred option because it enables the Sheffield Business
Improvement District and Sheffield City Council to achieve its fundamental
principles and outcomes sought without having to make a significant investment.

The Fundamental Principles that bids must comply with are:

e There should be no net cost to the Council, in deployment, operation or exit;

e There should be no or minimal legal, financial or reputational risk to the
Council throughout the contract life;

e The bid should contribute a revenue stream to the Council; and

The bid should not prevent or limit the Council from being able to implement

wireless communications services for its own administrative or service

delivery purposes or future city centre vibrancy initiatives.

The Outcomes Sought from the Wi-Fi service are:

Free of charge to the user;

A high quality customer experience for access, registration and use;

A family friendly experience;

Good city centre coverage ideally including council owned public buildings,
such as the winter gardens;

Good performance that keeps pace with technology; and

A reliable communications platform that can be used by the BID and others to
increase footfall and to help local business thrive and grow.

Alternatives Considered and Rejected

A Sheffield BID and/or SCC funded public access Wi-Fi service has been
considered as an option. However, the opportunity to provide a Wi-Fi service
through a concession contract which requires no investment from SCC is
preferable to a model requiring investment. This approach enables Sheffield BID
and SCC to provide a public access Wi-Fi service and to use their limited budgets
elsewhere.

An externally funded public access Wi-Fi service has been considered as an
option. However, the funding source used to provide such services in Leeds, York
and Edinburgh (the BDUK Super Connected Cities Scheme) is no longer available.

The European Commission has recently proposed funding community Wi-Fi
schemes, which if approved by the EU Parliament, would enable the Council to
apply for funding of up to 20,000 Euros in Spring/Summer 2017. Officers have
evaluated this proposed scheme and have identified that this will not meet the
Fundamental Principles for Sheffield City Centre Wi-Fi and that it is highly unlikely
to meet the Outcomes Sought for Sheffield City Centre Wi-Fi.

HOUSING REVENUE ACCOUNT (HRA) BUSINESS PLAN AND HRA BUDGET
2017/18
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The Executive Director, Communities submitted a report providing the 2017/18
update of the Housing Revenue Account (HRA) Business Plan.

RESOLVED: That Cabinet recommends to the meeting of the City Council on 1
February 2017 that:-

(@)

(b)

(©)

(d)

(€)

(f)

(9)
(h)

the HRA Business Plan report for 2017/18 as set out in appendix A to the
report is approved,

the HRA Revenue Budget 2017/18 as set out in appendix B to the report is
approved;

rents for council dwellings, including temporary accommodation, are
reduced by 1% from April 2017 in line with the requirements in the Welfare
Reform and Work Act 2016;

from 2017/18, garage rents will change to a single rate for garage plots and
a single rate for garage sites. Once implemented this will apply to new
garage tenants immediately and to existing garage tenants once
improvements have been made to existing sites and plots;

the community heating unit charge for tenants who receive metered heating
is reduced by 10% from April 2017. Community heating charges for those
tenants receiving unmetered heating will remain unchanged from April
2017;

following the review of sheltered housing service charges in 2015, as
approved by the Cabinet Member for Housing, and work undertaken on
future charging for communal heating in sheltered schemes, as reported to
the Cabinet Member, the existing weekly charge of £14.89 will be amended
to £15.54 to recover the cost for communal heating in sheltered schemes;

burglar alarm charges are to remain unchanged from April 2017; and

charges for furnished accommodation are to remain unchanged from April
2017.

the Director of Housing and Neighbourhoods and Director of Finance, in
consultation with the Director of Legal and Governance and the Cabinet
Member for Housing, be granted delegated authority to authorise prudential
borrowing as allowed under current government guidelines.

Reasons for Decision

To optimise the number of good quality affordable council homes in the city.

To maximise the financial resources to deliver key outcomes for tenants and the
city in the context of a self-financing funding regime.
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To ensure that tenants’ homes continue to be well maintained and to optimise
investment in estates.

To assure the long term sustainability of council housing in Sheffield.

Alternatives Considered and Rejected

The stock increase programme as agreed in last year's business plan is a
combination of new/replacement council housing with an emphasis on

acquisitions. The option to continue with a profile geared towards acquisitions was
considered but rejected as it no longer provides the mix of housing that we need.

REVENUE BUDGET AND CAPITAL PROGRAMME MONITORING 2016/17
MONTH 7 AS AT 31 OCTOBER 2016

The Acting Executive Director, Resources, submitted a report providing the Month
7 monitoring statement on the City Council’s Revenue Budget and Capital
Programme for October 2016.

RESOLVED: That Cabinet:-

(@) notes the updated information and management actions provided by this
report on the 2016/17 Revenue Budget position;

(b) approves the revenue expenditure request detailed in Appendix 7 of the
report;

(c) inrelation to the Capital Programme:-

()  approves the proposed additions to the Capital Programme listed in
Appendix 6.1 of the report, including the procurement strategies and
delegations of authority to the Interim Director of Finance and
Commercial Services or nominated officer, as appropriate, to award
the necessary contracts following stage approval by Capital
Programme Group;

(i)  approves the proposed additions to the Capital Programme relating to
the Growth Investment Fund listed in Appendix 6.1 of the report;

(i) approves the proposed variations, deletions and slippage in Appendix
6.1;

(iv) notes the variations authorised by Directors under the delegated
authority provisions; and

(v) notes the latest position on the Capital Programme.

Reasons for Decision
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To record formally changes to the Revenue Budget and the Capital Programme
and gain Member approval for changes in line with Financial Regulations and to
reset the Capital Programme in line with latest information.

Alternatives Considered and Rejected

A number of alternative courses of action are considered as part of the process
undertaken by Officers before decisions are recommended to Members. The
recommendations made to Members represent what Officers believe to be the
best options available to the Council, in line with Council priorities, given the
constraints on funding and the use to which funding is put within the Revenue
Budget and the Capital Programme.

WASTE MANAGEMENT POLICIES

The Executive Director, Place submitted a report recommending changes be
made to how the front line service could be delivered to realise a saving on the
costs of providing waste services in the City.

RESOLVED: That Cabinet approves:-

(@) the implementation of new polices as set out in the report, and
accompanying appendices, so as to provide clear parameters to residents
as well as the service provider on how Waste services will be delivered to
residents in the City; and

(b) the delegation of authority to the Director of Business Strategy and
Regulation, in consultation with the Director of Finance and Commercial
Services and the Director of Legal and Governance and the Cabinet
Member for Environment, to take such steps appropriate to implement the
polices outlined in the report.

Reasons for Decision
To provide the opportunity to introduce new ways of working in the Collection
Service to increase efficiency and reduce costs, while allowing an income to be

generated where allowed, benefiting both the Council and residents.

To provide clear parameters to residents as well as the future service provider on
how Waste services will be delivered.

Alternatives Considered and Rejected
The Council could continue to provide the current services in the current manner;

however this would restrict the service provider’'s ability to create a more cost
effective, more responsive, flexible and sustainable service in the future.
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WASTE SERVICES REVIEW: CONSIDERATION OF DELIVERY SOLUTIONS
FOR WASTE SERVICES

The Executive Director, Place submitted a report recommending alternative
service delivery solutions for each service area and, where appropriate, to
procure contractor(s) to deliver the services post April 2018. The report also
seeks approval for project costs.

RESOLVED: That Cabinet:-

(@)

(b)

(©)

approves the strategy for the alternative service arrangements for waste
services being:-

(i)

(ii)

(iii)

(iv)

(v)

Waste and Recycling Collection Service(s)

A seven-year contract (with extensions of up to three years) with a
requirement for bidders to set out how they will introduce new ways
of working to deliver greater efficiencies and continued safe working
practices,

Energy Recovery Facility

A five-year (with extensions of up to five years) operation and
maintenance contract including the sale of electricity and supply of
heat to the District Energy Network,

District Energy Network
A two-year (with extensions of up to two years) operation and
maintenance contract,

Call centre
Insourcing the Call-centre and Communications Service and
Management Systems,

Disposals
Procure a number of disposal contracts depending on which
material streams and what can be aggregated.

approves and budgets the project costs as described in section 4.2.12 of
the report; and

delegates authority to the Director of Business Strategy and Regulation:

(i)

(ii)

in consultation with the Director of Finance and Commercial
Services and the Director of Legal and Governance and the Cabinet
Member for Environment, to approve the final procurement strategy;

in consultation with the Director of Finance and Commercial
Services and the Director of Legal and Governance, to agree
contract terms and enter into contracts at the conclusion of the
procurement; and
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@ii) in consultation with the Director of Finance and Commercial
Services and the Director of Legal and Governance and the Cabinet
Member for Environment, to take such steps not already delegated
as he deems necessary to achieve the outcomes outlined in the
report.

Reasons for Decision

The option of a fully integrated contract (as now) was discarded as this option
did not allow the Council to best meet its objectives, in particular:

e the opportunity to put in place contracts that match the requirements of
specific service areas.

e procuring separate services is likely to attract more market interest
(specialist providers) and competition, and dependence on a single
contractor is reduced.

e services are not tied into a fixed contract cycle and benefit from flexibility
of different contract lengths and differing service requirements.

The preferred option is to make separate arrangements for each service,
reflecting their specific nature, the Council’s requirements for each service and
enabling it to deliver a lower-cost, more flexible service overall.

Collection Service: It is recommended that a seven year contract (with an
option to extend by up to three years) provides the best opportunity to meet the
Council's objectives, in particular the opportunity to maximise savings, to put in
place a contract that is likely to attract more market interest and service specific
requirements focusing on the collection service. This also provides a contract
length that reflects the life cycle of vehicles. However, the contract will include a
requirement for bidders to set out how they will introduce new ways of working
which should bring greater efficiencies and safer working practices. It will also
seek from bidders a commitment to ensure all components of pay and the staff
working arrangement results, staff being reasonably remunerated only for work
actually undertaken giving regard to the good pay practices in the public sector.

Energy Recovery Facility: To be procured separately from the DEN because
the Council has fundamentally different objectives and there are very different
risks. There is a specific commercial and technical risk of filling the ERF
capacity from third party waste, and specialist technical expertise required to
manage the ERF. However the ERF is a well-understood technology and there
are a number of potential bidders for a contract. Based on advice from the
Council’s Technical Advisers, the recommendation is to let a five year (with an
extension of up to five years) operation and maintenance contract including the
sale of electricity, and supply of heat to the DEN.

District Energy Network: There is the opportunity for the Council to
strategically develop the DEN. This combined with the uncertainty over the
condition and customer base of the DEN and the risk that this poses to a
procurement, leads to a recommendation to let a short-term operating and
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maintenance contract for the day to day management of the DEN for two years
(with an extension of two years). The Council can then retain ownership and
strategic control of the DEN as well as life-cycle development and maintenance
costs. It may be necessary to establish a project within the Council to develop a
business plan for the future growth and expansion of the DEN. This would
include the opportunity to:

e invest to improve efficiency and performance of DEN, expand the
customer base and introduce low-carbon heat sources.

¢ allow the Council to take a long-term investment view that is appropriate
for DENs, and match that with low cost financing.

e use DEN expansion to tackle fuel poverty and reduce carbon footprint.

e (generate heat sales income, and

e assess the true condition and commercial viability of the DEN.

Call centre and communications service — An insourced solution brings the
opportunity to regain control of management information and influence the
delivery and efficiency of the service, which is considered to be a key benefit
and outcome of this project. There will however be a need to ensure the
necessary interfaces with the various service providers so that service requests
can be transferred to and from the relevant parties following customer contacts.
Insourcing this element of the service will also enable the Council to provide an
improved service to customers and residents.

Disposals — procure a number of disposal arrangements. The number of
contracts will depend on which material streams can be aggregated together
and the condition of the market when procurement is due to commence.

Alternatives Considered and Rejected

The key strategic objective established for the options review is to significantly
reduce the cost of Waste Services and to allow for a more responsive, flexible
and sustainable service in the future. The four key project drivers established to
assess the options are:

1. SAVINGS: Provides best opportunity to reduce costs and enhance income

2. SIMPLER: Provides best opportunity to focus on outcomes, performance,
good working relationships, and not be 'bogged down' by contractual disputes
and complex mechanisms to make improvements

3. BETTER: Best able to provide a service that is responsive and flexible to
meet Council requirements and changing policy initiatives, such as delivery of
the waste strategy, employment and skills, environmental considerations and
budget pressures

4. TIME: Is best able to be ensure commencement of new arrangements by
January 2018

The OBC describes in detail the alternative options considered and the reasons
for the recommended options.
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12.4.2  Option One: The first option was to review the advantages and disadvantages
of an integrated contract compared to disaggregating the individual functions
and contracting on an individual basis.

12.4.2.1 The table below shows the component parts of IWMC which could be procured/
delivered separately.

Option 1 Option 2 — separate lots

Example: Possible combinations of service delivery/procurements

— ——

L |

12.4.2.2 The key advantages and disadvantages of an integrated approach are shown in
the table below

Key advantages of the alternative approaches.
Advantages of integrated approach. Advantages of service specific
solutions.

e Maximise efficiencies through e Reduces reliance on single
economies of scale. provider.

e Reduces the Council’s e Separate contracts generate
procurement and contract market interest from specialist
management costs. providers.

e Large contract generates ¢ Integrated contract is large
significant market interest from and unwieldy.
leading contractors. e Contract terms can match

differing service requirements.
o Greater flexibility.

12.4.2.3 The option of a fully integrated contract (as now) was discarded as this option
did not allow the Council to best meet its objectives, in particular:

e the opportunity to put in place contracts that match the requirements of
specific service areas.

e procuring separate services is likely to attract more market interest
(specialist providers) and competition, and reliance on a single contractor
is reduced.

e Services are not tied into a fixed contract cycle and benefit from flexibility
of different contract length

12.4.3  Option 2 — Review for each Service Area

e Energy Recovery Facility
e District Energy Network
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12.43.1

12.4.3.2

e \Waste Collection

These three service areas were reviewed in more detail using a SWOT analysis
for each option. The main options included consideration of insourcing, Teckal
(company owned 100% by the Council) and an external procurement route. The
option review set out the costs, benefits, opportunities, risks for each option,
and these were then evaluated against the four key project drivers as set out in
section 5.1. of the report.

Energy Recovery Facility

The ERF is essentially a ‘static’ asset, which needs to be operated at maximum
capacity and as efficiently as possible but with no scope for expansion. The
business drivers are to minimise risk and maximise income over the life of the
asset. Income is from a very limited number of ‘customers’, from gate fees for
waste processed, and from sales of electricity, heat and associated ROCs (a
government subsidy for generating renewable energy). The ERF is capable of
generating significant profits, but there is a high risk associated with filling the
capacity and the technical expertise to operate the facility.

The commercial and technical risk of filling the ERF capacity with third party
waste, together with the technical expertise required to manage the ERF and
the ability to secure long term electricity and heat sales contracts, means the
option of insourcing this service would result in too much risk for the Council. It
therefore would not meet the Council’s prime objective of securing savings. The
Teckal option does not significantly reduce these risks to the Council and so the
recommended option is to procure a contract for the operation of the ERF.
However, it is recommended that the new contract is for a shorter term than the
current IWMC in order to provide flexibility to the Council. The new contract will
also seek a significantly higher share of the income that the ERF generates.

District Energy Network

The DEN is a more ‘organic’ and strategic asset that is capable of expansion (or
contraction) with a very long-term potential operating life. The DEN has the
capacity to grow in length and number of customers supplied, to accept heat
from other sources in addition to the ERF, and to deliver strategic benefits
including low-carbon heat, energy security, and contributing to tackling fuel
poverty. The business drivers are the need for long-term, low cost capital,
delivering a low but secure return on investment.

The Sheffield DEN is the largest, and one of the longest-established heat
networks in the UK. Due to its age, the condition of the pipework of the network
is uncertain.  This uncertainty is exacerbated because of the lack of
transparency in the IWMC with Veolia. To be able to realise the potential of the
DEN as a strategic asset, the Council would need to take ownership, strategic
control, and responsibility for the life-cycle development and maintenance costs
of the DEN, however it should be noted that this presents significant risk to the
Council. In addition there is uncertainty about the level of investment required to
develop the DEN.
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12.4.3.3

Principally because of the opportunity that the Council may wish to strategically
develop the DEN, together with uncertainty over the condition and customer
base of the DEN and the risk this poses to procurement, the option of selling off
the asset or entering into a long-term strategic partnership was discarded and
the recommendation is that the Council retains strategic ownership and
direction but lets a short-term operation and maintenance contract (which may
include billing) to manage the day-to-day functioning of the DEN.

Collection Service

There are a number of risks and issues that would arise from insourcing the
Collection Service.

An insourced solution would require significant operational and management
change in order to drive through service improvements and efficiency savings.
The Teckal (Wholly Owned Company) option was dismissed as the Council
could still be considered as an associated employer (determined by the level of
control imposed by the Council on the direct employer) and therefore the risk of
equal pay claims still exists. The main financial and human resources
implications are explained in the table below

Risk Insource/ Impact
Teckal or Both
Pension Insource The incremental cost of bringing the waste collection
£0.3m (min) | service in house is estimated to be circa £284k. This
Annual Is calculated at the future service cost of 12.9%. In
addition, like all employees on payroll, payroll costs
would attract a further 6.1% for the Council’s overall
past service deficit of £332k.
This will increase with call centre insource plus other
overhead posts (currently SCC does not have salary
details for these to be able to include in forecast
estimate).
SCC will also be fully liable for any future pension
deficit
TUPE Transfer In-source & | The TUPE process, will transfer into SCC or the
Teckal Teckal any existing employee liabilities that Veolia

has in respect of affected employees, for example
outstanding legal claims, actions against Veolia prior
to transfer.

TUPE Terms and | In-source & | Breach of TUPE regulations -The incoming
Conditions Teckal employer will require reasonable and sufficient time

to establish whether TUPE applies and to which
employees. That employer will have to undertake a
full due diligence assessment and consider
employee liability information. Where TUPE
applies, the Council will need to undertake
meaningful consultation with affected staff via their
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representatives in line with the legislation and the
Council's agreed policies in this area. Failure to do
so would leave the Council open to challenge at
Employment Tribunal and possible compensation of
up to 13 weeks pay.

If the process results in the successful claims for
unfair dismissal the financial exposure based on
compensation of up to 1year’'s employee pay could
cost the Council circa £4.8 million

Equal Pay Risk In-source Veolia employees and some employees of sub-
contractors that may be eligible to TUPE transfer
into the Council or the Teckal will not be all on the
same terms and conditions and would be subject to
different collective agreements depending on where
they were previously employed. Some staff that
initially TUPE transferred from the Council to Veolia
will have transferred on historic Council T&Cs.
However, it is not known whether these terms have
been altered since. As TUPE protects whatever
terms and conditions and collective agreements
apply at the point of transfer, insourcing would
increase the number of different arrangements
within the Council. The Council would be required
to maintain and apply multiple pay structures and
HR Policies which could re-introduce equal pay
risks. This would add complexity to, and increase
the risks arising from, the TUPE transfer process.

Detailed comparisons of relevant T&Cs and
collective agreements are required to establish
potential risks to the Council. However, information
for this comparison would not be available until
formal consultation commenced and employee
liability information is received.

The TUPE regulations provide the Council with
some protection from an equal pay challenge in the
short term. Early engagement with the Trade
Unions would be key to explore whether an
agreement can be obtained in relation to any
measures that may mitigate this risk.

Organisational In-source & | The Council has not delivered a frontline service of
Infrastructure Teckal this nature for a number of years. The Council would
need to ensure that it has leadership expertise,
learning and development provision, health and
safety processes and employment policies in place
relevant to this workforce..

Overhead Insource & | There could be an impact on Council resources
Teckal should services be in-sourced, for example Legal,
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Commercial, Finance and HR (increased Health,
Wellbeing and Safety; Occupational Health and HR
systems in particular).

Reputational In-source & | With a front line service of this nature there would

Risk

Teckal be high reputation risk to the Council should there
be a serious accident, fatality or industrial action as
a result of the Council delivering this service.

12.4.3.4

12.4.3.5

Based on the analysis, the option to insource this service at this stage was
discarded as this would result in too much risk for the Council and would not
meet our prime objective of securing savings.

However, the recommendation is that the contract will include a requirement
for bidders to set out how they will introduce new ways of working to bring
greater efficiencies and safer working practices and at the same time enable
the Council to consider insourcing this service following expiry of the contract.

Customer Service Centre & Communications

A key driver for the Council is the opportunity to regain control of management
information and influence the delivery and efficiency of the service, which is
considered to be a key benefit and outcome of this project. Although a
procurement option can provide these support services, the weakness is that
the Council would not directly control the management information and be less
able to influence the delivery and efficiency of the service. A procurement
option is therefore not the preferred route, however, there is a risk that
additional costs could be incurred through an insourced option. The Teckal
option was rejected because the Council already has the infrastructure to
provide the required customer service function.

Disposals

Under the IWMC, Veolia is responsible for the onward disposal or processing
of materials collected from Sheffield’s households, bring sites, HWRC’s and
residues from the incineration process. A number of disposal sub-contracts
are in place and are market tested every 5 years.

Processing and onward transfer of recyclates and residues requires specialist
providers with the necessary technologies and infrastructure, which the
Council does not not have. In addition it is not envisaged that TUPE will apply
to these elements of the service. The options of insourcing and a Teckal
arrangement have therefore not been considered and the only viable option is
to conduct a procurement(s) for disposal contracts.
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