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Introduction

1. This evidence set and associated appendices have been provided by county council officers responsible for the management of the highways contract.  Information to support the report has been provided by colleagues at Kier.
2. It is a key principle of the management of the contract that council officers work together with colleagues from Kier and adopt a “one team” approach to driving efficiencies, savings and service improvements from the contract.  This is because how one party operates has a high impact on the ability of the other to deliver successful outcomes.  This does not however weaken the robust approach taken to commercial management of the contract by both parties.
Responses to Key Questions in the Scrutiny focus
What actions have been taken as a result of the recommendations of the Scrutiny Committee meeting on the 12 March 2015?
3. The recommendations from the Committee are given below in bold and immediately following that is the response.
To note the information provided in response to the Scrutiny Committee recommendations of 7 May 2014, but to inform County Council officers that for future reports the Committee would welcome a greater level of quantitative, rather than qualitative, information as evidence of the progress made.

4. Where quantitative information is available, it has been included within this report.
To acknowledge that good progress has been made by the County Council and Kier in some areas but that this is a process of continuous improvement and further work is needed in order to accelerate progress.

5. This report seeks to demonstrate the progress that has been made.
To ask the Cabinet Member for Roads, Transport and Planning and Assistant Director for Highways and Transport, and the Managing Director and General Manager of Kier to expedite work to:

(i) review the current performance indicators for the contract;
6. A complete review of the current contract performance indicators has been undertaken between SCC and Kier and details are given in Appendix 1.  This includes details of the previous and new indicators and covers both Operational Performance Measures (OPM) and Management Performance Measures (MPM).  It should be noted that while considerable progress has been made, there are still some details particularly in respect of MPM targets, to be confirmed. Where Kier does not meet the targets of some of the OPMs in any month then deductions are made to its profit in the ratio; number of OPMs where target is not met/total number of OPMs.  Details of the old measures and the new measures are given in the Evidence Set for clarity. The guiding principles in the review were –
· Build on the experience of using the old measures amending where appropriate.

· Consider the workload associated with measuring the indicator and ensure this is this proportionate to the benefit.

· Propose realistic but stretching targets which are entirely in the contractor’s control.

· Support end to end process review.

· Ensure that the correct behaviours are promoted.

With respect to the last bullet point above, one of the issues identified was that the previous OPMs had targets that once not met, even by a very small margin, meant that a full financial penalty had to be made. Therefore there was no financial incentive to try and get as close as possible to the target. This is not a helpful behaviour therefore a tiered approach to targets has been adopted. This means that if the target is not met by a small margin as indicated then a much lesser and more proportionate financial deduction will be made. This will be one fifth of the deduction where it is deemed the target is completely not met which is defined as ‘Under Performance’ in the Appendix. 

Since the start of the contract there has been an improvement in performance against the OPMs with 33% of the measures consistently at or above target level, while  a further 58% of targets have seen an improvement in performance over the last 18 months.
7. Despite the improvements, it is important to ensure that the targets remain relevant to the service and that they focus on priority areas for improvement. The key changes can be summarised as follows –
· Adjustments to some of the measures to ensure that the data collection process is relevant and captures accurate and meaningful information.
· Inclusion of additional measures to monitor delivery of important elements of the service such as first time permanent repairs and health and safety.

· The movement of some measures which are not directly related to service delivery from operational to management measures, for example the number of apprentices employed on the contract.  
· Removal of some measures that did not add value to improving the service

· A commitment to look at additional measures relating to important areas such as recycling and customer service.
(ii) improve the quality of works orders presented to Kier to avoid unnecessary omissions or inaccuracies which lead to orders being returned and create additional work and delays;

8. A complete review of the works ordering process has been undertaken and new procedures have been developed. Guidance notes for staff have been prepared and training given to staff, including one-to-one sessions.  Since October 2014, 152 orders have been rejected which represents only 0.8% of the total and the rate of rejection has slowed down more recently. It is also worth noting that for reactive repairs the percentage of first time repairs as opposed to temporary has increased from 76% to 82% when compared before and after 1 July 2015 
(iii) improve the quality and availability of information about the current status of minor works; 

There are very large numbers of orders for minor works, many of which are weather-dependant for their delivery and therefore it is challenging to give up to date information on their progression to construction. As explained in para 16, some programming information is now available for Councillors and work is now being undertaken to enable a forward look of 3 months rather than one to be available and ultimately accessible on the SCC website.
To request an update at the earliest opportunity on progress with the lean systems pilot which will commence in Babergh area in April 2015, and to recommend to the Transformation Programme Manager that this pilot should also take into account communications issues presented by areas without civil parishes.

9. The pilot work in the central area highways team Babergh area has been progressing but very much remains work in progress. The work being undertaken is primarily to ensure a more realistic balance between the expectation placed on the area offices and what can realistically, after a redesign, be expected. The work can be summarised as follows –
· Defining more clearly the role of an area highway office.

· Developing and publishing the core offer from Suffolk Highways.
· Ensuring that, where possible, customer enquiries are directed to the customer service/contact centre or the web portal, thereby ensuring resources are much more efficiently used.

· Undertake a lean systems review of a range of key process to ensure they are as effective and efficient as possible.

· Centrally managing the strategic asset management of the highway network thereby releasing some resources. 

· Devise training and support to staff and customers in new ways of working.

· Develop ambassadorial roles, supporting local communities to obtain information on works in their area and support them to undertake self-help basic maintenance work.
10. All the work that is being undertaken will support situations where there are no civil parishes.  More specific details of the lean systems thinking work undertaken is given in Appendix 2.  Progress on the work has proved to be taking longer than originally expected.  This is primarily due to two reasons.  Firstly, the scale and extent of the work is more significant than originally envisaged and, secondly, that it just has not been possible to release key staff from their current role to work solely on the pilot.  A reasonable balance between ensuring front line services are delivered and the pilot work has had to be struck.  Notwithstanding this, progress is being made and it is estimated the work is 50% complete with the remainder completed by the spring of 2016.  A communication plan will be developed to relay the necessary information to a range of stakeholders at the appropriate time.
To recommend to the Assistant Director (Highways and Transport) that the cost/benefit and functionality of the velocity patchers should be fully evaluated in order that an informed view can be taken about how they should be deployed in the future and what alternatives should be developed for areas where velocity patchers are unsuitable for use.

11. The process referred to is spray injection patching which is a rapid patching process for repairing surface defects in roads. The process is suitable for repairing a range of defects on paved surfaces. Typically, it is used for the repair of potholes, edge deterioration and significant depressions in carriageways. However, it is also suitable for use as a repair to thin surfacing where delamination has occurred and additionally for the sealing of cracked and crazed surfacing.

The process follows four simple steps -
1. Clean excess debris from area using high pressure jet.

2. Apply bitumen tack coat.

3. Apply mixture of aggregate and bitumen.

4. Orientate / compact surface using vehicle.

12. It is a process that has been used across the country for many years and is an alternative to more substantial hot process patching which requires excavation and edge preparation.  In the financial year 2014/15, SCC spent approximately £1.0M on this technique across the county on a range of repairs. Following this, SCC and Kier undertook an evaluation of the benefits and cost of the technique. 
The benefits were -

(i) Lower carbon footprint compared to hot process.

(ii) No waste generated.
(iii) No excavation to damage lower layers

(iv) Comparatively very quick installation reducing delay and disruption to road users. The speed of the operation allows more works to be categorised as mobile works hence reducing traffic management costs
(v) Potential for multiple defects to be treated in one area.
(vi) Substantial (up to 80%) reduction in costs compared to hot techniques

(vii) Useful as a pre-surface dressing repair
The drawbacks were –

(i) Variable longevity dependent on circumstance and less than hot process

(ii) A relatively rough finish with some loose material.
13. On balance, it was considered that the technique does have overall benefit and that a programme should be developed.  A review of all maintenance budgets was undertaken and a judgement made to allocate £500,000 for a programme to be undertaken over the autumn when the road temperatures are not at their lowest and there is greater prospect of more permanent repairs. Based on the experience from last year, a preventative maintenance approach has been adopted. The autumn programme is targeting repairs to potholes, areas of crazing and other surface imperfections (cracks, joints etc.) which might lead to extensive pothole formation by the ingress of water over the winter period but not to treat areas of rutting and or settlement (unevenness) where other techniques are considered appropriate.
To recommend to the Assistant Director (Highways and Transport) and Contract Management Board that the learning and improvements made should be central to the contract renewal process, in order to ensure that the necessary efficiencies can be achieved in future years.

14. In approximately one year’s time, the County Council will need to decide if and how it wishes to extend the current highways contract beyond the initial five-year period. There will be a range of factors to consider which will include how the improvements currently being made can be sustained and, if possible, developed further.
To request that a high level summary be produced providing information about the purpose and content of the contractor’s plan.

15. The contractor’s plan is a defined document under the contract which outlines the programme of work to be undertaken in a particular financial year. It allows forward visibility for the contractor to efficiently plan resources to work as effectively as possible but should retain flexibility to accommodate unforeseen events and emergencies. This is the definitive planning tool for the contract and is the basis on which information can be given to stakeholders about timing of planned work. Councillors now have access to the first phase of information on the County Council’s internal webpages at “My SCC” showing capital works, both on a county-wide basis and on a more detailed area by area basis. This information has been trialled for some time now in the ‘Councillor Area’ with limited success and feedback would be welcome from Councillors to help develop this in a way that is easy to use.  The intention is to develop this so that town and parish councils can have access to it and to make it available to the public as there is now confidence in this information, having trialled it for over six months.
16. Using the link at the end of this paragraph, Councillors can find information about capital works across the county and look at ‘what’s going on in their patch’.  The link takes the user to a map giving a high level, county-wide view of capital works (resurfacing and surface dressing) planned for 2015/16.  More detailed information about what’s happening in an area, division or parish can also be found. There are maps which give an indication of capital works for 2015/16 on an area by area basis including resurfacing, surface dressing and structures works that are programmed for this year and the monthly look ahead will let Councillors know when the schemes are due to be completed. Councillors can use the maps as an indication of the likely schemes to be completed during the financial year. Alongside the information about capital works, Councillors can also see information about planned works funded through the local highways budget. This is updated monthly by area managers and can be used in regular conversations with area teams or when discussing works with town and parish councils.  All of this information, as well as new Winter Bulletins can be found by councillors using the Council’s intranet at the link below.

https://suffolknet.sharepoint.com/sites/myscc/council/Pages/localHighwayBudgetProg.aspx
17. The form of the contractors plan is being developed and will assist in providing more accurate programme information.  There are three points to the development.
1) Annual Plan:  SCC managers prepare a wish list of schemes/tasks in the autumn (no dates but some indication of profiled spend during the future months and/or programming constraints).  Kier (working with SCC) develop a proposed programme and provisional resources for the year prior to the start of the financial year.  This is used to produce the annual communications plan on MySCC.
2) Proposed Programme: This is updated from the start of the year from regular programming meetings using the provisional dates agreed between those concerned.  This will help to identify when task orders are needed to then deliver the design or works to suit. It also provides Kier with some foresight of potential resources but these can only be confirmed on the detailed Resource Programme.  
3) Resourced Programme – The Contractors Plan. The Contractors Plan is created only using orders placed (i.e. firm commitments) and hence the ability to engage/confirm planned resources.   Dates should be as previously agreed prior to the order unless altered by agreement using the Change Control process.  A detailed resource programme is prepared for a 3 month period with confirmed resources (or information if not confirmed) and is to be used to produce the monthly programs on My SCC. 
To support the move towards greater empowerment of front-line staff to seek opportunities to improve efficiency;

18. A work stream within the highway transformation programme is leading on Organisational Development (OD). This covers engaging with staff to understand how they feel about their work and to ensure that they are fully engaged with developing the service. The diagnostics part of this work took place earlier this year.  All Suffolk Highways employees inclusive of both Kier and SCC were in scope (total in scope 380 employees) and responded by completing an online survey, a one-to-one interview or attending  a small group session.  There were 14 group sessions held across the county. There was a large volume of representative data from across SCC and Kier with 226 individuals responding.

19. SCC and Kier worked together to identify the main issues raised in the diagnostics work. There were 3 key areas seen as significant to transformation:  mission and vision, culture and leadership.  In May, Suffolk Highways leaders from across SCC and Kier attended a workshop to receive the survey detailed outcomes.  A strong feature of the outcomes was the commitment, passion and dedication of the staff across the service and their willingness to engage, improve and make the contract work.
20. This was then followed by an action planning event to harness the commitment of the staff.  Actions were identified to improve working practices and relationships, and develop more efficient ways of working and communicating. Staff will now be involved in taking these actions forward.

To ask the Cabinet Member for Roads, Transport and Planning, as a matter of urgency, to consider the business case for the introduction of a Permit Scheme for road closures.

21. During this year, priority has had to be given to developing the highways contract and it has not been possible to allocate resources to undertaking any substantive work on developing a business case for the introduction of a permit scheme to manage roadworks on the network.  Some initial work has been undertaken but it has not been possible to develop this although consideration will be given to this in 2016.
22. This concludes the responses to the recommendation from the Scrutiny Committee on the 12 March 2015 and now consideration is given to the remainder of the questions from the scrutiny focus for this meeting. The questions are in bold type with the responses immediately following.
For the period April 2014 to-date, what was performance against:
(i) OPM 06: the percentage of street lights operational (Target 98.5%)?
(ii) OPM 07: the percentage of street light defects repaired and returned to operational within 10 days (Target 99%)?
(iii) OPM 08: the percentage of accuracy of the street lighting inventory (Target 100%)
23. For OPM 06,07 and 08  the performance is as follows-
	
	Target
	Apr-14
	May-14
	Jun-14
	July-14
	Aug-14
	Sept-14
	Oct-14
	Nov-14

	OPM 06
	98.5%
	99.0%
	99.0%
	98.9%
	98.8%
	98.7%
	98.3%
	99.7%
	99.5%

	OPM 07
	99%
	80%
	80%
	82%
	83%
	82%
	87%
	91%
	90%

	OPM 08
	100%
	80%
	79%
	79%
	79%
	77%
	84%
	82%
	82%


	
	Dec-14
	Jan-15
	Feb-15
	Mar-15
	Apr-15
	May-15
	Jun-15
	July-15

	OPM 06
	99.6%
	99.4%
	99.5%
	97.9%
	97.7%
	97.0%
	97.6%
	97.5%

	OPM 07
	83%
	77%
	80%
	85%
	87%
	87%
	92%
	90%

	OPM 08
	91%
	89%
	88%
	83%
	93%
	89%
	91%
	84%


Percentage of street lights operational (OPM 6) is not just whether the light is on; there are a number of other factors taken into account including the ‘power factor’ which impacts on these figures. In this instance, power factor is a measure of how efficient the lighting circuit is for an individual lamp. The energy company that supplies power to street lights requires a power factor of between 0.85 and 0.95. When the power factor is outside this tolerance, the energy company can charge a premium as it needs to provide more generating capacity than is actually required. The inclusion of the power factor is bespoke to the SCC contract although other authorities have intimated they will be including this item within their next tender. The average performance over the period April 2014 to September 2015 is 99.23%; however, when power factor faults are included, this has reduced to 98.45%. These are against a target of 98.5%. SCC is working with Kier to reduce power factor faults by providing details of how this type of fault can be addressed through correct equipment selection and by carrying out on-site training of operatives carrying out these activities. 
24. OPM 07 and OPM 08 relate to faults repaired within 10 days and percentage accuracy of updates to assets, following a visit or works by the contractor. During the last year, approximately 150,000 fields of data have been reviewed and updated and nearly 20,000 faults attended to. Both these measures are showing an improvement in performance but the target is not met. Both targets are very challenging and, as indicated in Appendix 1, are being reviewed. To provide context to this, the anecdotal industry norm for inventory accuracy is considered to be 70%. 

How does Suffolk rate for street lighting in the National Highways and Transport (NHT) Public Satisfaction Survey?
25. The following table gives the overall ratings-
	NHT survey scores 
	2011
	2012
	2013
	2014

	KBI 25 SCC scores (%)
	68.8
	57.0
	56.6
	58.7

	Average all other CC (%)
	
	
	65.3
	63.7


KBI = Key Benchmark Indicator
This  indicates that the SCC  satisfaction rate is below the average for other county councils however, using the counties in East Anglia as an example which arguably is more realistic, the following applies:-
	Highway Maintenance Benchmark Indicator HMBI 
	Suffolk CC
	Essex
	Hertfordshire

	HMBI 05 - Speed to repair lights  Satisfaction Score
	57
	51
	51

	% of respondents very or fairly satisfied
	46
	37
	34

	% of respondents very or fairly dissatisfied
	18
	26
	28

	Provision of Street Lighting: fairly satisfied and above
	443
	1235
	364

	Provision of Street Lighting: dis-satisfied and below
	162
	1072
	243

	Fairly satisfied and above Vs dissatisfied and below
	73%
	54%
	60%

	Policy of Part Night Lighting in Operation?
	Yes
	Yes
	Yes

	
	 
	 
	 

	 
	Norfolk
	Cambridgeshire
	Central Bedfordshire

	HMBI 05 - Speed to repair lights   Satisfaction Score
	58
	60
	55

	% of respondents very or fairly satisfied
	47
	51
	44

	% of respondents very or fairly dissatisfied
	16
	16
	20

	Provision of Street Lighting: fairly satisfied and above
	470
	741
	457

	Provision of Street Lighting: dis-satisfied and below
	150
	158
	142

	Fairly satisfied and above Vs dissatisfied and below
	76%
	82%
	76%

	Policy of Part Night Lighting in Operation?
	No
	No
	No


26. From the above figures, relating to the provision of street lighting, SCC places 4th in East Anglia, 3% off the 2nd highest performing authority. However, SCC is one of only 3 counties that have implemented part-night lighting, a policy that has been emotive for many stakeholders. When these three counties are assessed independently, SCC places highest for satisfaction, 13% ahead of the second highest performer.
What feedback has been received about the ease of reporting street light faults?
27. From statistics captured by the Contact Centre, there has been minimal feedback regarding ease of reporting street lighting faults. This may be attributable to a number of factors including the provision by SCC of an online web reporting system for the public since 2012, where a fault can be recorded by unit number or selecting the unit from a map. In addition, the ‘Intelligent Lighting System’ reports faults as they occur, significantly reducing the time from the unit actually going out to being repaired. In the previous contract, street lights were checked once a month at night time which often meant a light could be out for four weeks before being recorded as not working. 

28. Moving forward, the street lighting online reporting is to be modified to mirror the Highways ‘Report it!’ system that has proven to be successful. This will provide the customer with a consistent method of reporting all highway faults.
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The above graph shows the number of faults reported via the website over the last 12 months. It is anticipated that improvements made to the current online reporting tool will reduce the number of interactions between SCC staff and the public/stakeholders.

What work is taking place to address performance in relation to street lighting?
29. The SCC lighting team is working collaboratively with colleagues in Kier and has carried out a number of workshops with the Kier street lighting teams looking at how to update the inventory on the handheld devices and how to interrogate the information the Intelligent Lighting System provides. In addition, process maps have been revised and developed to minimise waste and assist Kier achieve the respective OPMs. Moving forward, regular management progress meetings will take place each month, scrutinising reported OPM data, to identify any trends impacting on performance and identifying measures to address these. Kier is also increasing resources through single-operative working and additional sub-contractors, focusing on maintenance of the lighting asset with accountability across each of its three depots.
For the period April 2014 to date, what was performance against OPM 16: the number of days over-run under the New Roads and Street Works Act and Traffic Management Act (Target 0%)?
The performance is as follows – 
	
	Target
	Apr-14
	May-14
	Jun-14
	July-14
	Aug-14
	Sept-14
	Oct-14
	Nov-14

	OPM 16
	0%
	28%
	19%
	10%
	1%
	1%
	2%
	1%
	5%


	
	Dec-14
	Jan-15
	Feb-15
	Mar-15
	Apr-15
	May-15
	June-15
	Jul-15

	OPM 16
	8%
	6%
	4%
	7%
	1%
	1%
	0%
	1%


30. Overall, there had been a trend of improvement in performance. The target would appear virtually impossible to achieve given the complexity and variabilities of construction activities. A proposed change to the target is given in Evidence Set 1 of 1%.
How are roadworks being programmed and managed by Kier to avoid unnecessary inconvenience to road users?
31. By SCC and Kier working together, there are a number of opportunities during the development of schemes to consider minimising inconvenience to road users. There is an initial opportunity to co-ordinate works through the development of the contractor’s plan. A review of locations can be undertaken to assess whether proposed works by SCC can be combined at the same location - for example, carrying out footway, drainage and carriageway maintenance under the same single road closure.  Once a programme of works is established, works can be advanced noticed using the ‘Forward Programming Information’ (advanced Traffic Management Act noticing). Works are then visible on the street works system and roadworks.org for the SCC Network Assurance team to view and co-ordinate with any potential utility or developer proposed works. 

32. For some sensitive surface treatment schemes, a notice is given to utility companies to be aware in advance that works are planned. They then have the opportunity to bring forward any of their own works before surfacing treatment is undertaken. Once the work is carried out, it is protected for up to five years preventing utility companies from excavating in the new road surface, unless for emergencies.

33. Proposed forward works programmes are shared on a quarterly basis with utility companies to review opportunities to co-ordinate works that could be to be delivered at the same time hence minimising inconvenience. Once works are confirmed for delivery, a Traffic Management Act notice is place ensure that ‘road space’ is booked and further co-ordination with utilities can be undertaken. The noticing contributes towards minimising the impact of works. Working together with SCC Network Assurance Team, the most appropriate timing for the works is established to minimise disruption. Examples would be limiting working time to off-peak hours, weekends, night-time or school holiday periods.

34. Further improvements are being made by even earlier identification of locations for works to aid the earlier development of the contractor’s plan. Some of this work has been under way for some months for the 2016/17 works programme. An example is the ‘walk and talk’ approach (joint SCC /Kier site inspections to determine the nature of work) for surface treatment schemes which have already been done. Furthermore, effort is made to co-ordinate reactive with planned work, however the short notice nature of the former makes this difficult.
For the period April 2014 to date, what was performance against MPM 03: Kier staff sickness as a percentage of time worked (Target 2%)?
35. For the period absence as a % of time worked is 2.98%.  Information from the Chartered Institute of Personnel and Development (CIPD) Absence Management Survey report 2014, which is an annual survey and is based on the replies from 518 organisations across the UK, states the average working time lost on average due to sickness absence is 2.9%
What is the current number of Kier staff on long-term sick leave (over one month) and how does this compare to industry standard?
36. Long-term sickness (4 weeks or more) at Suffolk accounts for 29% of time lost through absence. The CIPD average in the survey report referred to above states, on average, 19% of all absence is over 4 weeks or more.  
What is the figure for Kier staff turnover (with an explanation of how this has been derived) and how does this compare to industry standard?
37. Voluntary employee turnover is expressed as the number of employees who leave an organisation over a set period expressed as a % of the total workforce.  Voluntary employee turnover at Suffolk for the period July 2014 to September 2015 was 12%.  Information from the CIPD Resourcing and Talent Planning Survey report 2015, which is based on replied from 520 organisations, states average employee turnover is 5.5%
How has the Kier staffing structure changed since contract mobilisation in terms of: 
(i) ratio of operational staff/non-operational staff directly employed i) at contract mobilisation and ii) to date?
38. The ratios are at October 2013: 0.92, and at August 2015: 1.03
(ii) numbers of staff directly employed by agreed categories  i) at contract mobilisation and  ii) to date?
(iii) its October 2013 compared to its October 2015 structure chart?
39. The personnel directly employed at October 2013 was 107 general staff and 116 operatives (186 including supply chain). At August 2015, the numbers were 122 general staff and 118 operatives (230 including supply chain)
(iv) the qualifications profile of the workforce i) at contract mobilisation and ii) to date? 
40. Since starting the contract, Kier has invested heavily in the training and development of the workforce. This is both through compliance training and also development training. Total spend on training from the start of the contract to date is £212,435. The total number of training days on external training is 2,121. This is on formal training but, in addition, there have been many more days of internal training, staff briefings and ‘toolbox talks’. There is an ongoing commitment to developing people and this year (July 15 to August 16) a further £182,000 is budgeted for spend on staff development.
41. In addition, investment has been made in supervisor and management training for all teams. All supervisors and managers have undertaken training in basic management skills since the start of the contract. This investment continues and all first line managers will now be undertaking the Highways Academy Foundation management skills programme which involves 20 days of essential training to ensure all those with line management responsibilities have the skills to take the business forward.

42. In addition, Kier has been committed to supporting training for new entrants and also professional development for current members of staff. Kier has:

· Sponsored four people through their degree programmes

· Employed two graduates and sponsored them through professional development programmes

· Supported 17 new entrants apprentices on programme since the start of the contract

· Put 3 current members of staff through apprentice(NVQ) development programmes
For the period April 2014 to date, what was performance against OPM 03; percentage of tasks where the final total price does not exceed the total of the estimate provided by the contractor by more than 5% (Target 95%)?
43. This OPM was not measured until October 2014 as there were no final agreed total prices.  The OPM only covers schemes with a value greater than £10,000.  The performance since then is as follows-
	
	Oct-14
	Nov-14
	Dec-14
	Jan-15
	Feb-15
	Mar-15
	April-15
	May-15
	Jun-15
	July-15

	OPM 03
	100%
	97%
	100%
	100%
	70%
	48%
	12%
	0%
	100%
	100%


There have been a relatively limited number of schemes where the final accounts that have been agreed. With only a handful of final accounts agreed each month this has led to a wide variation in the monthly performance result.  In May a total of seven accounts were agreed; but none within 5% of the original estimate.  In June one account was agreed; within 5% of the original estimate.  Errors or omissions in the Contractors estimate are considered as unacceptable changes to the Task Order Value for the purposes of this measure as SCC budget managers need to be able to manage their budgets effectively.  Reducing such errors are the purpose of this OPM and will contribute to percentage variance from the original task order value. Changes to the agreed final value for reasons outside of the Contractors control and, as agreed with Service Manager, need to be removed prior to the comparison.  The OPM is intended to cover all planned works, including construction and design orders, with order value of £3k or above to be included.  Some of the process improvement outlined in the report will contribute to continued performance in meeting this target.   The process for the recording of ‘Change Control’ is being developed to ensure better information is available where costs increased justifiably.  For six out of the ten months, the target has been met including the last two months.  An exercise is being undertaken to resolve a large number of outstanding accounts between SCC and Kier based on a sample number of accounts.  The exercise will be used to improve the processes and forms needed for resolving disputes and the final account process. As part of the final account exercise, we will be populating a contract clarification document which sets out any agreements, common re-measurement or price list ambiguities that will be of use to others in the future and help improve this OPM.
What is the process for undertaking estimates for both design and construction of works?
44. Design work is requested by the completion of a task request complimented with a task brief by SCC to Kier. These requests are then held and managed on a central register with a proposed timescale to complete the estimate for design within 10 working days.  From the information provided within the request and brief, an estimate is drafted establishing the tasks to carried out in design and the estimated hours required to undertaken these tasks.  There are different bandings for staff, depending on their competence and experience.  Hours are estimated for the different levels of staff required to undertake the design.  The estimate is provided to SCC in standard format, highlighting the grade of staff and the hours to carry out each task, totalling an overall design fee and programme. If the design fee and programme is accepted by SCC then a task order is issued to Kier to undertake the work. Payment is a re-measure based on actual hours worked and supporting evidence if substantially different to the estimate.  On completion of designs carried out by Kier, the drawings are passed to the estimator to review and to take off the details from the drawings to establish a bill of quantities. The bill of quantities is priced using the price list and the estimate is created. Once the construction estimate is complete it is provided back to SCC, with the completed design package, to order the works.
What percentage of design and estimate work is carried out in-house by Kier staff in Suffolk and what percentage is carried out by Kier staff based elsewhere in the UK?
45. So far for this financial year, Kier has in the region of 760 schemes that require design. For design, it uses in-house design resource, both based at Phoenix House, Ipswich and elsewhere in the country, consultants Mouchel (now part of Kier), and WSP and AECOM both external consultants. The latter two consultants’ specialisms are currently being used to assist with large scale projects such as Lowestoft Third Crossing and Ipswich Wet Dock studies.
46. In terms of number of projects, the current work is split in the following:

· Suffolk Kier – 79%

· Other Kier (including Mouchel) – 7% 

· AECOM – 11%

· WSP – 3%

Please note although very low in numbers of projects, WSP and Mouchel have single commissions totalling £1.25m each.
By category of work, what is the average variance from the OPM 03 target? (Percentage of tasks where the final total price does not exceed the total of the estimate provided by the contractor by more than 5%) 
47. This OPM is measured for planned work with estimated value over £3,000. It is not been possible to readily break down the performance by category of work from the information available within the systems. The overall figures for this OPM are as indicated in para 43. 
For the period April 2014 to date, what was performance against OPM 05: percentage of tasks for which the amount due is agreed within 13 weeks of completion (Target 95%)?
What are the reasons for this and how is this being addressed?
48. This OPM has been measured since October and the performance has been as follows-
	
	Oct-14
	Nov-14
	Dec-14
	Jan-15
	Feb-15
	Mar-15
	Apri-15
	May-15
	Jun-15
	Jul-15

	OPM 05
	3%
	10%
	55%
	41%
	50%
	62%
	44%
	23%
	46%
	37%


Meeting this OPM requires both SCC and Kier to reach agreement on the final value of works orders. At the present time, there are a significant number of orders where SCC requires more substantiation before a final account can be reached.  As the measure requires both parties to reach agreement, it is not an effective OPM to measure Kier’s performance. Therefore, as indicated in Appendix 1, it is proposed to change this measure to ‘The Percentage of Task Orders for which the final account package is submitted to the Client within 13 weeks’.  This is within the control of Kier.
For the period April 2014 to date, what was performance against OPM 17 – percentage of payment of sub-contractors within 38 days (Target 100%)?
	
	Target
	Apr-14
	May-14
	Jun-14
	July-15
	Aug-14
	Sept-14
	Oct-14
	Nov-14

	OPM 17
	100%
	100%
	100%
	100%
	100%
	100%
	88%
	100%
	4%


	
	Dec-14
	Jan-15
	Feb-15
	Mar-15
	Apr-15
	May-15
	Jun-15
	July-15

	OPM 17
	57%
	10%
	41%
	43%
	84%
	83%
	90%
	0%


What are the reasons for fluctuating performance against this target and how is this being addressed?

49. The performance against this OPM has been variable and there are a number of contributing factors to this. Every effort is made on contract to raise the relevant payment certificate in a timely manner.  Beyond raising and releasing the certificate in time to ensure payment is made within the 38 days as expected, payments in full are sometimes delayed due to the volume of schemes not agreed by SCC in terms of measurement, entitlement and final account.  The order of scale is circa 40,000 task orders against which 61,000 claims have been made.  Within this number 2,000 claims have been challenged by SCC for which £3m payment has been withheld as of August 2015.  The Strategic Contract Board has directed SCC and Kier respectively to address this issue, with initiatives in place to address in month cash flow and final account agreements. Whilst the Housing Grants, Construction and Regeneration Act 1996 should protect 1st and 2nd tier suppliers, this is not always the case. Reduced or late payment of 1st tier suppliers is often caused by the levels of disparity within the accounts. Invariably, payments to the 2nd tier are made on time due to the simple nature of the works and therefore the burden falls to the 1st tier suppliers with more complicated schemes.
50.  A further contributory factor is that certificates are not authorised in time internally within Kier. This is more of an administration issue for when a certificate is uploaded into Kier’s accounting system for payment but is not approved through the relevant channels in time to release payment as expected. If the certificate is not fully authorised by the internal payment deadline, Suffolk Highways have no control to ensure the payment is released on the expected payment run.  Kier have realigned the approval matrix on the contract to ensure that there is an operational owner and commercial owner at each level which will help mitigate the issue of late approval.  Additional commercial staff training is being provided at all levels within Kier. 
51. Kier has historically missed the payment deadline where the subcontractor has not completed its own application for payment accurately. Incorrect dates on the subcontractor application for example have meant that the OPM data may have been affected.  Kier has created the role of commercial assistant on contract who will be responsible for managing the supply chain application for payment process. A regulated consistent application for payment process has been developed to ensure accurate applications are received from the subcontractor.  The commercial assistant will ensure that the applications are received in accordance with the application timetable, and ensure that the applications are assessed accurately and in a timely manner. Late applications by subcontractors should be an exclusion from the OPM result.
52. Kier has undertaken an extensive re-briefing process with its supply chain partners and has offered a scheme, open to all, whereby it has a guarantee of payment at 21 days from receipt of an application. Whilst this poses further risk to Kier, particularly if not agreed by SCC, Kier is prepared to offer this initiative to its supply chain. It should be noted, however, that since initiation in March 2015, no suppliers have signed up to this option.
What are the arrangements for ensuring quality of works?

53. The headline consideration when procuring the Highways Services Contract was the imperative to reduce cost. Some of the planned savings were derived from obviating the need for detailed on-site monitoring and supervision of the contractor’s work. Therefore, the County Council does not routinely or systematically directly check the quality of constructed works under the contract. The primary responsibility for ensuring the quality of works rests with Kier although the Council does exercise some safeguards in that some monitoring is undertaken as outlined below.
54. Kier provides council officers with records and information to enable oversight of the timeliness and quality of work, without the need for detailed monitoring on site. The information provided includes details of site visits and “before and after” photographs of works undertaken. Many of the vehicles used by Kier gangs are tracked by GPS in real time.  Officers have access to Kier’s Works Manager system and are able to see in real time, on a map background, the disposition of the works gangs. 

55. Furthermore the Council’s Network Assurance Team undertakes a random sample inspection of 10% of all Kier works sites, with the emphasis on the adequacy of signing and guarding of the works and whether it accords with statutory requirements. In addition, the Network Assurance Team carries out some inspections of Kier sites that are encountered during the course of other inspection work. 
56. The Council’s highways contract management team has in the earlier stages of the contract engaged a temporary member of staff to undertake on-site monitoring of Kier. This person’s work targeted areas of concern to council officers and specific jobs that are brought to officers’ attention by others. This approach has enabled SCC to work with colleagues from Kier to address areas of concern about quality. Engineers and technicians from the Council’s area highway offices are constantly travelling the highways network within their areas. This gives them a good knowledge of their “patch” and the works being undertaken in their areas. This knowledge, coupled with information received in the area offices from a wide range of stakeholders, enables the area offices to play a role in undertaking some  monitoring of the works being undertaken by Kier. 
57. The contract with Kier makes provisions for the rectification of works that are not completed in accordance with the specification. When council officers become aware of works not being undertaken in accordance with the contractual standards, the contract allows for the formal notification of defects. The contractor has four weeks in which to rectify any such defects, at its own expense. If the contractor fails to rectify defects within the prescribed timescale, the Council has the right to get others to make good defects, at the contractor’s expense. 

58. There is a performance measure within the contract that assesses the proportion of jobs that are defect-free at completion. The target is that 95% of jobs be defect-free at completion. As one of the suite of Operational Performance Measures (OPM4), if Kier fails to meet this target in any given month, this will result in deductions from the amount of profit paid to the contractor.  Kier have introduced a completion certificate to help ensure works are defect free at the time of leaving the site.  For large value projects these will be jointly signed by the client otherwise it is for Kier supervisors to sign.

59. SCC is working with Kier to have access to their supervisors audit records.  Similarly access to all of Kier monthly health and safety audits is being investigated.  SCC and Kier managers now undertake joint health and safety audits on a quarterly basis (approximately 60 managers each quarter).
To what extent is the contract on track to deliver the anticipated savings?
60. A key objective of the contract is to achieve £2 million of recurring revenue savings per year. When the tenders for the contract were being evaluated a financial model was used to assess whether this objective was met. At the time of tender, Kier submitted prices for each of the items in the price list. As an extension of the financial evaluation undertaken to determine the winning tender, an analysis was completed which compared the prices submitted to those previously paid under the existing contracts and costs of in-house services.

61. The financial model compared the prices for a representative annual programme of work in order to allow comparison of the savings offered by the tender. The prices submitted covered capital and revenue works, mobilisation costs, vehicle maintenance prices for other council vehicles and street lighting costs for parish and town councils. This theoretical exercise revealed that that an annual net revenue saving of just over £2 million was made. The tendered rates, albeit with suitable indexed annual adjustments which would have been made to previous contract rates, form the basis for commissioning work via the price list and given that the financial model remains broadly representative it is reasonable to assume that the anticipated saving are being met.  
If efficiency savings targets have not been met in the first two years, what are the reasons for this?

62. Based on the above question response the efficiencies which support the saving target are being achieved.
Glossary

SCC – Suffolk County Council

OPM – Operational Performance Measures
MPM – Management Performance Measures
CIPD – Chartered Institute of Personnel and Development
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