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1. Details of Recommendations

The Cabinet is asked to:

1. Approve the business case, at appendix 1, for the Council’s corporate cleaning
services to be provided by its wholly owned company, Coalo, for a period of five
years from 1 September 2020

2. Note the governance and contract management arrangements in section 3.13

and 3.15 of the report

3. Delegate authority to the Executive Director of Environment, Culture & Customer
Services following consultation with the Lead Member to agree the final
specification, contract and any other associated documents, and to enter into all
necessary agreements to give effect to the decision in recommendation 1.
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2. Report Summary

In November 2019, Cabinet considered and agreed a report on future options for
the delivery of the council’s corporate building cleaning services. The building
cleaning provision is currently provided by Nviro whose contract comes to an end
on 315t August 2020.

This report presents the requested business case, and mobilisation plan for the
delivery of cleaning services by Coalo, the Council’s wholly owned facilities
maintenance company.

If agreed, Coalo would take responsibility for cleaning service provision in
Hounslow House, our libraries, parks, heritage and social care buildings, as well as
for schools on a buy in basis and other education buildings from the 15t September
2020.

This would be for a period of five years.

3.

3.1

3.2

3.3

3.4

Reason for Decision and Options Considered
Background

The Council’s Facilities Management Team provide a facilities management service
to operational properties, which includes provision of a corporately managed
cleaning contract. The building cleaning provision covers a diverse portfolio of 50
buildings, which includes, Hounslow House, libraries, parks and heritage buildings,
social care buildings and school and nursery buildings. A list of these properties is
provided at appendix 2.

The contract for the current cleaning service was awarded in 2015 to Nviro for a
three-year period with the option of two, one-year extensions; both of which have
been exercised. The contracted provision is for a fully managed cleaning service
covering 51 weeks of the year with a value in excess of £1,200,000 per annum. The
contract ends on 315t August 2020.

In November 2019, Cabinet considered future options for the delivery of the
cleaning service. A single council wide service contract was presented as the
preferred option, to help ensure economies of scale, and to minimise the risk of
compliance failures.

Two options were presented to Cabinet for consideration. Option 1 was to retender
the service, which would require a full EU procurement exercise due to the size of
the contract. This would involve a traditional procurement exercise including
clarification interviews, an evaluation panel and moderation meetings to determine
the preferred supplier.



3.5

3.6

3.7

3.8

Option 2 was to award service delivery directly to the Council’'s wholly owned
facilities maintenance company, Coalo. This company was established under the
Teckal rule meaning the council benefitted from exemption from EU procurement
regulations when it transfers services to the company. This enabled the Council to
avoid the costs associated with procurement of these services whilst enabling the
companies to act in a commercial way.

The Council aspires to deliver a range of appropriate services through its wholly
owned companies. The establishment of a cleaning service by Coalo fits their
business model and the future aspirations expressed in the Coalo business plan
agreed by Cabinet in March 2019. However, this would be a new business stream
for Coalo, providing an opportunity for them to market and enhance their current
commercial offering.

In line with report recommendations in October 2019, Cabinet requested the
development of a business case from Coalo, outlining the future provision of the
council’s corporate cleaning services. This was to include a fully costed business
and implementation plan for the delivery of the cleaning service. This is presented
at appendix 1.

Commissioning intentions

The Council have set out a set of commissioning intentions for Coalo to provide a
comprehensive and high-quality building cleaning service. These commissioning
intentions have been expressed in general and specific terms.

General

o Maximising opportunities to increase the commerciality of the cleaning offer
and to seek potential commercial opportunities in the market and services
agreements with others.

o Working collaboratively with the Council, its partners and its communities to
ensure service efficiency to support the Council in the delivery of its Medium-
Term Financial Strategy and to effectively deliver services

o Supporting the council to deliver its ambitions as set out in its Corporate Plan
and following its Climate Emergency declaration.

Specific

o Deliver a high-quality cleaning services for the council and through buy back
options for schools and education facilities which proactively delivers a
customer focused services and works with the Council to deliver health,
social and environmental outcomes in a safe environment.

o To provide a service in line with the British Institute of Cleaning Science
cleaning standards, with full consideration to the relevant legislation and



3.9

3.10

3.11

safety requirements and for that service to include: daily office cleaning,
reactive, emergency response, graffiti removal, bio-hazard, specialist
cleaning, carpet cleaning, window cleaning and consumables.

o To provide a service where staff are appropriately trained and are paid in line
with the London Living Wage.

The Business Case

Whilst, Coalo are a wholly owned company of the council, we have applied
appropriate due diligence to ensure efficiency, effectiveness and deliverability of the
council’s commissioning intentions and specification. This due diligence was
undertaken in January 2020.

Coalo’s business case “Delivery of Cleaning Services” was presented to an
evaluation panel. Whilst, a fuller procurement process was not required, the same
rigorous approach was applied as if a full procurement been applied. The purpose
of the due diligence was to identify deliverability, mitigation and next steps to inform
the final business plan. The aim was to scrutinise the business case to ensure it
represented value for money, posed minimal risk to the council in transferring the
service, is operationally and financially fit for purpose, and can deliver the savings
and efficiencies required.

The business case was subject to due diligence by procurement, finance and the
facilities service. The following areas were identified as requiring further discussion,
and were scrutinised by the panel, during the due diligence process:

a) Experience
Coalo acknowledge that as a specific dedicated service, this is an evolving
business stream for them but one which is within their area of expertise. The
award would be supported by a professional cleaning specific management
team to support roll out, delivery and growth.

b) Finances
Market sector specific research was undertaken to inform and develop the
business cases and mobilisation costs. The financial modelling was scrutinised
through the due diligence process and changes incorporated into the final
business plan. The proposed introduction of the works management system will
assist in the identification of areas where efficiency can be made. This model is
currently in use successfully working across the housing services, and has
demonstrated that it can improve communication, reduced downtime, and
administration costs.

c) Mobilisation
Mobilisation is clearly covered in the final business plan and Coalo
acknowledged there is a need for close working with the current provider to
ensure a smooth transition of service to avoid any service disruption.
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3.13

3.14

3.15

3.16

d) Staffing
Coalo have worked with the transfer of staff previously and will ensure all
affected staff are fully supported. The potential for short notice support from
agency staffing has also been explored.

Following the due diligence process, Coalo have updated their business case to
incorporate these areas to increase the robustness of the approach. It also fully
outlines Coalo’s mobilisation programme over three stages of implementation,
consideration of the management team required to support delivery, and its
proposed governance structure and costs. Central to this is the full engagement
with current site occupants, specifically schools, to confirm cleaning requirements
and create site specific cleaning specifications. Estimated mobilisation costs,
contract charges, potential efficiency savings, and full financial costs are provided at
appendix 1 as part of the business case.

Contract and Governance

In order to affect the contracting of Coalo to deliver the cleaning service, contract
management and performance management arrangements will be introduced. The
contract arrangements will include:

e An agreed service contract, which will be in place for 1 September 2020.

¢ A management and financial agreement, which specifies the amount to be paid
and for what - management fee and budgets, how finances will be controlled,
and how contract performance will be monitored and managed. It will also
enable clarity about efficiency and saving expectations, and contract termination
arrangements.

e Relevant service level agreements, with a specific focus on quality for tasks and
delivery.

To govern the delivery of the new service, the Council will create a Cleaning
Services Management Group with client side and Coalo representation. The
Council will appoint a lead client officer (from within the facilities management team)
to be responsible for the management and governance arrangements with Coalo.

Contract monitoring arrangements will incorporate regular management meetings
between Coalo and the Council, and regular liaison between the Corporate
Contracts Manager and sites. Monthly contract management meetings and
quarterly strategic meetings will be held. Coalo will be required to provide a full
management report on a quarterly basis detailing performance against key
performance indicators, the data for which Coalo will be fully responsible for
collecting and documenting. The report will form the basis of the quarterly strategic
meetings.

Key performance measures proposed to record, track and measure the
performance of the delivery of the cleaning service will include but will not be limited
to:
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Delivery against the specification
Complaints, and defect resolution
Communication

Service Satisfaction

Cleaning quality

Staffing levels

Accidents and Incidents

e Environmental impact

e Financial aspects

An annual performance review will be convened to review commissioning
intentions, performance, growth opportunities. The structure for contracting
arrangements and governance is provided in appendix 3.

4. Key Implications

4.1

4.2

Staffing
The Transfer of Undertakings (Protection of Employment) Regulations 2006

(TUPE) is likely to apply to the staff working on the contracts with Nviro for all
Options. Nviro advise there are 137 part time and 8 full time employees directly
working on the Hounslow contract.

Legal and HR advice will be sought, via Coalo, in relation to obligations under
TUPE regulations and consultation with transferring staff will be carried out.

Stakeholder engagement

The assurance of a quality service provision, which offers value for money will be
key to ensuring retention of existing sites on this contract. There is opportunity to
attract new schools who will opt into the contract. A programme of stakeholder
engagement to understand expectations, inform specifications and inform the
transition is outlined in the attached business plan. Sites not currently included in
the contract have been identified and will be directly engaged in the proposed
engagement exercise.

5. Financial Details

5.1

5.2

5.3

The Council’s operational building cleaning budgets comprise expenditure budget
against which contract costs are charged, and income budgets for cost recharges
to council departments, maintained schools, and external customers.

The October 2019 cabinet report approved the centralisation of departmental
budgets for cleaning Council buildings. At the end of January 2020, the forecast
for the service was a net £5k positive variance.

For 2020/21 it is proposed that the budgets held by council departments for
cleaning buildings outside of Hounslow House are centralised to form a corporate
budget to fund the cleaning of operational council buildings. Schools and external



customers will continue to be recharged for their cleaning costs. A budget
pressure of around £270k is forecast for 2020/21. This is due mostly to insufficient
identified departmental budget (ie departmental cleaning budgets are less than the
actual costs currently being incurred) and partly to a reduced expenditure budget
related to part-year approved budget savings.

5.4  The table below sets out the provisional Coalo contract value over five years from
1 September 2020. It assumes:

e An annual 2.5% uplift for increases in the London Living Wage

e Mobilisation costs of £166k for plant, communication, ICT hardware,
vehicles, tools, branding, TUPE meetings and a mobilisation team.

e A value for ad-hoc charges of £6,000pa, inflation adjusted after 20/21,
reflecting historical spend.

e A minimum of a 3% efficiency saving predicated on the incumbent’s net
margin

e No additional staff are required, and the service is currently being provided
meets client performance requirements

e The total value of schools’ provision remains at current levels for the full five

years
Yri:- Yr2:- Yr3:- Yr4:- Yr5:-
1 Sep to 1Aprto | 1Apr'22to | 1Apr'23 1Apr'24
31 March | 31 March 31 to31 to31
- - March'23 March'24 | March'25 TOTAL
(7 (12 (12 (12 (12
months) months) months) months) months)
5
2020-21 | 2021-22 2022-23 2023-24 | 2024-25 | Years
£'000 £'000 £'000 £'000 £'000 £'000

Provisional contract
Value 726 1,277 1,311 1,345 1,380 6,038
Ad-Hoc (Works

outside contract

specification) 4 6 7 7 7 30
Mobilisation costs 166 166
Total Contract Value 896 1,284 1,317 1,351 1,387 6,235

5.5  The risk register attached to the business case (appendix 1) proposes how these
assumptions and other risks with financial impacts are proposed to be managed.

Comments of the Executive Director — Finance and Resources

5.6  This report requests Cabinet approve Coalo’s business case to provide the
Council’s corporate building cleaning services for a period of five years from 1
September 2020 and its mobilisation plan. The report also requests Cabinet note



5.7

5.8

5.9

5.10

the contents of this report and delegate final specification and contract arrangement
to the Director of Environment, Culture & Customer Services.

One-off reserve funding of £166k from the Performance Improvement Fund is
available to fund estimated costs of contract mobilisation. Payment is expected to
be phased against agreed milestones as part of the mobilisation plan.

There are risks in implementing the new contract during mobilisation which have
been identified in Coalo’s risk register. These will need to be managed proactively
to ensure optimal operational productivity during the mobilisation period and a
seamless transition between service providers.

Analysis of budgets held by services has highlighted a potential budget pressure of
£270k for 2020/21 as departmental budgets are less than the cost of the building
services currently being recharged. Work will need to be done with departments to
identify and transfer budget to fund costs which were previously recharged. Any
remaining budget shortfall for 2020/21 will need to be addressed via the rebasing of
budgets.

On approval of this report, close work with Coalo is expected to explore further cost
reductions to the contract to ensure the service is delivered within budget when the
full year saving takes effect from 2021/22.

Legal and comments of the Head of Governance

Coalo is a company which is wholly owned by the Council and which is a “Teckal”
company. That is to say, it meets the tests set out in the Public Contracts
Regulations 2015 which provide an exemption from the normal public procurement
regime when a public body awards the right to carry out work or provide services on
its behalf to a company which it controls.

Because Coalo is a Teckal company, it is lawful for the Council to decide that it
should provide corporate cleaning services as set out in this report, without the
need for a formal tendering exercise.

Value for Money

With the move of our cleaning service to Coalo, our wholly owned company, we can
secure efficiencies and savings over the long term. The cleaning service will
contribute £185k of saving to the council’s medium-term financial strategy over the
next two years.

We also can increase efficiency and effectiveness. There will be opportunity
through the Council, as the shareholder, and Coalo, as our wholly owned company,
to be flexible in our commissioning intentions, and flex these are our needs,
demands and expectations change. We will have the ability to quickly increase or



10.

11.

12.

decrease service requirements depending on any changes to our assets. This
transfer will also provide Coalo an opportunity to diversify into a new market and
open up further commercial opportunities.

On an operational level, via Coalo, there is increased opportunity to implement a
standardise, more robust specification and performance management framework,
maximising efficiencies through economies of scale for all those who receive
cleaning services.

Sustainability Impact Appraisal

Risk Management

Cleaning of the buildings is paramount to ensure safe environments for service
users, residents, staff and members to conduct the council’s business. Service
coverage will ensure that the council meets its requirements under health and
safety legislation.

Possible service deterioration during transitional process and controlling of costs,
mitigated through careful contract management, i.e. monthly meetings. A risk

register will be in operation during the change process and will continue to be
monitored.

Links to Council Priorities

Linked to an Ambitious Council Delivering Quality Services and Value for Money.

Equalities, Human Rights and Community Cohesion

Coalo is wholly owned by the Council and services delivered by the company will be

following Council’s equality policies. The contract specification will include the
requirement to comply with the Council’s policies. There will be no adverse effect
or discrimination against community groups.

Staffing/Workforce and Accommodation implications:

The Transfer of Undertakings (Protection of Employment) Regulations 2006

(TUPE) will apply to the staff working on the contracts with Nviro. Full consideration

of TUPE process has been undertaken as part of the business case and
mobilisation arrangements.

Where cleaning contractors are required to clean children’s centres or other
buildings where there are children, young people or vulnerable adults, the
appropriate safeguarding measures will be put in place. This could include
cleaning only taking place during non-operational hours, constant supervision
and/or ensuring enough checks (e.g. DBS) have taken place. The council’s
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14.

15.

16.

17.

N =

Safeguarding Team will be consulted to ensure this is properly reflected in the
contractor’s working practices.

Property and Assets
Applicable to operation properties including schools, offices and libraries. An
understanding of each sites cleaning specification will be required.

Any Other Implications
None

Consultation

In line with the wider works being untaken on the development of the facilities
management specification engagement with building managers and school leads
will be established to discuss the future provision of cleaning services covering
scope and specification. Consultation with stakeholder will inform the new service
and include detail covering relationship management approach, governance and
KPlIs.

Timetable for Implementation

To ensure continuation of service deadline date and regardless of option,
implementation must correspond to the end of the current cleaning contract, 30th
August 2020.

Appendices

Delivery of Cleaning Services Business Case — Coalo
Council sites on existing cleaning services contract
Performance and Contract Management
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Appendix 2. Council sites on existing cleaning services contract

1. Feltham Lodge 25. | The Rosary RC School

2. Bedfont Childrens Centre 26. | The Triangle Centre (Until March 2020)

3. | Alf King Childrens Centre 27. | Unit 19, Derby Road

4. Lampton Childrens Centre 28. | The Star Centre

5. | Midsummer Park Childrens Centre 29. | Bedfont Library

6. | Beavers Children Centre 30. | Brentford Library

7. | crane Park Children Centre 31. | chiswick Library

8. | Redlees Children Centre 32. | Cranford Library

9. | Trimmer Walk (Centre) 33. | Feltham Library

10. | Bridge Road Depot 34. | Hanworth Library

11. | cavendish Primary 35. | Heston Library

12. | Convent Way Children Centre (until March 2020) 36. | Hounslow Library (Hounslow House)

13. | Hounslow House 37. | |sleworth Library

14. | Hounslow Heath Infant 38. | Osterley Library

15. | Hounslow Heath Junior 39. Stoney Wall (School Library Service)

16. | |sleworth Office - St Johns Road 40. | Oriel Community Centre (HRA)

17. | Langdale Centre HRA 41l. | Redlees Studio

18. | Lindon Bennett 42. | CAN Mezz Treaty Centre

19. | southville Primary School 43. | Frazer House (HRA)

20. | springwell Primary 44. | Flaxman House (HRA)

21. | st Marys Chiswick 45. | The Rise (Free School)

22. | Woodbridge Park (Wood Lane) 46. | Ashmead Road (Coalo)

23. | Woodbridge - St Georges 47. | southall Lane Depot (Recycle360)

24. | Woodbridge - The Bridge Primary Centre 48. Hogarth House (added January 2020)
(Feb 2020)
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Appendix.3 Performance and Contract Management

Coalo

Council

\ 4

Cleaning Service Manager

A 4

Contract Manager

\ 4

Cleaning Service Manager

Senior Operations Manager

Operations Director

Quarterly Review

A 4

Contract Manager

Contract Lead Officer

s

Executive Director
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