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EXECUTIVE SUMMARY

This report aims to describe the Councils approach towards procuring a
supplementary supply chain, for the installation of Kitchens and Bathrooms within
the Councils housing stock, to run alongside the Housing Repairs, Maintenance
and Investment (HRMI) Contracts due to commence in April 2026.

The Council has unprecedented levels of investment to undertake in the Councils
housing stock to achieve 100% compliance with the Decent Homes Standard
over the next 7 years, which is a requisite requirement of the Regulator of Social
Housings Consumer Standards. A significant proportion of the investment is
directed towards Kitchen and Bathroom replacement programmes.

The Council is attempting to put in place a contingency plan, by onboarding a
supplementary supply chain, to protect and support the Councils Decent Homes
Standard compliance objectives.

Commissioning the procurement of the supplementary supply chain:

e supports the delivery of City Housing Directorate’s overarching recovery
plan and will significantly aid the organisation in delivering on the
expectations of the Regulator of Social Housing and Housing Ombudsman
to improve the quality of resident’'s homes and improve overall resident
satisfaction.

e seeks to address stock quality through a more resilient supply chain,
creating a wider pool of Contractors to delivery Kitchen and Bathroom
replacement programmes.

e will ensure the Councils compliance with the Decent Homes Standard,
which currently sits just under 30%, is dramatically improved via a
comprehensive supply chain with the appropriate capacity to meet
demand.

e ensures the Council is proactively managing and controlling risk by
implementing control measures (wider supply chain) to aid housing stock
investment delivery and improvement.

The report supports delivery of the Housing Strategy 2023-2028. The strategy
was launched in January 2023 and one of the three strategic priorities is to ensure
‘Neighbourhoods are enhanced, and the quality of existing homes are improved.’

The required expenditure to pay for the supplementary supply chain is contained
with the Housing Revenue Account (HRA) Business Plan, approved by Cabinet
in January 2024.

The report also supports the key commitments in the approved Asset
Management Strategy which was authorised by Cabinet in January 2024.
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The Exempt Appendix 1 contains commercially / sensitive / confidential market
information in relation to the Commercial Strategy of the Council.

COMMISSIONERS’ REVIEW

Currently 70% of BCC’s housing stock is non-decent and it is a long-term priority
for the council and key part of the IRP to deliver the investment required to meet
the Decent Homes Standard and Tenant Satisfaction Measures as set by the
Social Housing Regulator. Commissioners welcome BCC’s approach to ensure
they have a comprehensive supply chain in place to meet their demand and to
proactively manage supply risk. It is important that BCC has the appropriate
oversight and governance in place to ensure contracts are managed effectively
to deliver good high quality and cost-effective kitchens and bathrooms as
required.

RECOMMENDATIONS
That Cabinet:

Approves the commissioning approach in relation to the procurement and
provision of City Housing Kitchen and Bathroom installation supplementary
supply chain.

Approves the commencement of procurement activity to secure Contracts in
relation to these commissioned services.

Approves the Exempt Report - Appendix 1: Commercial Strategy.

Delegates authority to the Executive Director of City Housing in consultation
with the Director Commercial & Procurement (or their delegate), the Director of
Finance (Section 151 Officer) (or their delegate), and the Interim City Solicitor &
Monitoring Officer (or their delegate) to approve the Procurement Strategy.

Delegates authority to the Executive Director of City Housing in consultation with
the Director Commercial & Procurement (or their delegate), the Director of
Finance (Section 151 Officer) (or their delegate), and the Interim City Solicitor &
Monitoring Officer (or their delegate) to approve the award of Contract(s).

Delegates authority to the Executive Director of City Housing in consultation with
the Director Commercial & Procurement (or their delegate), the Director of
Finance (Section 151 Officer) (or their delegate), and the Interim City Solicitor &
Monitoring Officer (or their delegate) to take up the option to extend the Contracts
subject to budget, satisfactory performance and the achievement of contractual
cost and prescribed Key Performance Indicators.

Delegates authority to agree any modifications to the Contracts to the Executive
Director of City Housing in consultation with the Director Commercial &
Procurement (or their delegate), the Director of Finance (Section 151 Officer) (or
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their delegate), and the Interim City Solicitor & Monitoring Officer (or their
delegate).

Authorises the Interim City Solicitor & Monitoring Officer (or their delegate) to
execute and complete all necessary legal documents to give effect to the above
recommendations.

KEY INFORMATION

Context — Background / Current Position

The Council has plans in place to work towards achieving 100% compliance with
the Decent Homes Standard over the next 7 years. The HRA Business Plan and
Asset Management Strategy approved in January 2024, by Cabinet, details the
level of expenditure required and the priorities and themes of the Asset
Management Strategy — summarised below:

HRA Business Plan Capital Investment — over the course of the next 7 years,
£1.6bn will be invested in the Councils existing housing stock to improve living
conditions, safety and thermal comfort.

e Asset Management Strategy:
o Priorities:
= 1. a strong supply of genuinely affordable housing.
= 2:citizens can access and sustain the right home for them.

= 3: neighbourhoods are enhanced, and the quality of existing
homes is improved.

o Key themes:
= Working towards achieving Route to Zero

= Operating in a new regulatory landscape - Social Housing
Regulation Act

* Maintaining Decent Homes Standard

Currently the Council has Interim Contracts in place across the City with two
Providers, Equans (East, North, West-Central) and Fortem (South), for the
delivery of the investment programme and Repairs & Maintenance services. The
current Interim Contracts for the Provision of Repairs & Maintenance, Gas
Servicing and Capital Improvement Works Programmes expire on the 31st of
March 2026.

The Council is re-procuring the Provision of Repairs & Maintenance, Gas
Servicing and Capital Improvement Works Programmes, as approved by Cabinet
in October 2024. These Contracts are planned to go live on the 1st of April 2026.
There will be a demobilisation and remobilisation phase to manage, which will be
delicately managed to ensure there is no discontinuity in service provision for
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residents. However, inevitably the investment programme will be somewhat
disrupted, with periods of reduced delivery as the existing Interim Contracts move
into the last 6 months and the New Contracts are mobilised and stabilised.

Due to the volume of works required, particularly to Kitchens and Bathrooms, to
achieve the Asset Management Strategy objectives and Decent Homes Standard
compliance, the Council needs to derisk the potential for under-delivery of these
works and further develop and strengthen its supply chain. Projected Kitchen
and Bathroom projects over the next four years in totality:

Year Kitchen Volumes Bathroom Volumes
2025-26 6,087 5,182
2026-27 5,608 4,260
2027-28 5,173 4,571
2028-29 5,281 4,411

Total 22,149 18,424

Proposal and Reasons for Recommendations

Therefore, the proposal is to procure a supplementary supply chain, consisting of
three Providers across the City to focus on Kitchen and Bathroom replacement
programmes, alongside the Interim Contracts (initially) and New Contracts. The
Contract term would be for 4 years, providing a reasonable level of longevity for
suppliers and offering the Council contingency options to guard against under-
delivery as they navigate a significant period of ongoing change and
improvement. The benefits attached to this approach are:

e Continuity in incrementally increasing compliance with the Decent Homes
Standard

e Widening of the Councils supply chain, creating improved resilience and
proactive risk management

e Mitigation of under-delivery of the investment programme

e Maintaining momentum in ensuring high and unprecedented levels of
investment in the Councils housing stock continues

e Supporting the Councils continuous improvement ethos, with Tenant
Satisfaction Measures a key indicator/success measure

Creating market competition in the City.

e Opportunities for additional employment and social value outcomes for the
benefit of Birmingham Citizens

The supplementary supply chain would consist of a minimum level of commitment
from the Council, for the reasons stated above and to ensure pricing received
reflects economies of scale and Value for Money. Associated minimum volumes,
spanning 2025-26 to 2028-29, are depicted below:
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Year Kitchen Volumes Bathroom Volumes

2025-26 900 600
2026-27 900 600
2027-28 900 600
2028-29 900 600

Total 3,600 2,400

The minimum volumes would be spread across the City, with three Contracts
awarded to separate Providers. It is anticipated Providers may be able to
undertake additional volume, over the life of the Contract, which has been built
into the financial detail provided under the Exempt Report, Appendix 1. The
Contract period will be 4 years.

Other Options Considered
Two options were available to the Council:

e Do nothing — this option was dismissed following assessment of the
volumes of Kitchen and Bathroom installations required and the
demobilisation and remobilisation period the Council will go through as the
current Housing Repairs, Maintenance and Investment Contracts end
(March 2026) and the new Contracts begin (April 2026), which will
inevitably stifle the flow of Planned Programme delivery. There will also
be significant periods of stabilisation for incoming Providers awarded a
Housing Repairs, Maintenance and Investment Contract.

¢ Increase supply chain capacity — this option was considered in conjunction
with the ‘Do nothing’ option and following full evaluation was deemed to
assist the Council in safeguarding delivery of essential Decent Homes
Standard works to resident's homes.

RISK MANAGEMENT

A risk register is being maintained in relation to this work to ensure the Council
has visibility of the associated risks and has considered the likelihood and impact
of risks identified. Control measures have been considered and put in place to
mitigate the risk, where possible, in turn reducing the overall risk score where
possible.

The risk register can be found at Appendix 4.
Key risks identified at this stage are:

e Capacity and skills within the sector both internally and within the supply
chain due to the increasing housing stock investment requirements
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e Generation of market appetite and competition for the procurement
opportunity

e Rates submitted represent significant increase against current costs and
budget because of bidders factoring in market risks

e Inaccuracies/limited information in relation to TUPE data impacts on
bidder proposals

e Delays in the overall timetable results in insufficient time for effective
mobilisation

Integration of Council and Contractor ICT systems unable to take place in time
for go-live

The Council choosing to aid the supply chains cashflow position by allowing
Contractors to submit interim payment applications, for 30% payment of their
tendered rates, for each kitchen and bathroom installation which reaches day
three of the works, prior to completion of the entirety of the works.

The likelihood of a contractor going into administration during the contract using
the interim payment application will be mitigated through the liquidity and
cashflow checks prior to entering into contract.

CONSULTATION

Stakeholder engagement has been undertaken during Autumn 2024 with several
interested groups, including:

6.1.1 the incumbent Contractors, wider Contractor market and procurement
consortiums — collective outcomes of those discussions are reflected in the
Exempt Report at Appendix 1.

6.1.2 Effected Council Officers, with the main themes of comment being:
e positive step by the Council to widen their supply chain

e potential for Small to Medium Sized Enterprise businesses (SME’s) to
work with the Council

e contract length and contents
e technical specifications
e contract management
e number of Areas/Lots and Providers
6.1.3 Senior Officers and Heads of Service were consulted regarding this report.

6.1.4 Officers from Finance, Commercial & Procurement Services and Legal and
Governance have been consulted as part of the preparation of this report.

6.1.5 Cabinet Member for Finance and Resources will be updated on the contents
of the report.
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8.1

8.2
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8.4
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MEMBER ENGAGEMENT

Ward Councillor(s)

The Cabinet Member for Housing and Homelessness has been consulted
regarding this procurement project.

Ongoing engagement is in place with Ward Councillors regarding the Councils
Investment Programme and priority areas. This procurement project supports
the overall consensus, being that the Council must improve the quality and
condition of its housing stock as quickly and effectively as possible.

The Equality Impact Assessment, Appendix 2 ensures the service is fair and
accessible to any customers in the protected characteristics groups.

Overview and Scrutiny

This report was shared with the Homes Overview and Scrutiny Committee Chair
on the 25 March 2025.

Other

Oversight of the Project, and associated governance, is in place via internal
Procurement and Asset Management Team procurement meetings, formal
registration through the Procurement Teams Procurement Pipeline, along with
regular updates to the Cabinet Member.

IMPACT AND IMPLICATIONS

Finance and Best Value

The services to be commissioned (encompass capital monies to invest in the
housing stock) are included in the HRA Business Plan (BP), approved by Cabinet
on the 16th of January 2024.

The values do not assume any grant funding, which is unlikely to be initiated for
Kitchen and Bathroom installation programmes. However, the Council will work
with its strategic partners and agencies to identify funding/subsidy opportunities
for various capital expenditure which supports the overall HRA Business Plan.

This Contract is HRA funded. There are no tax implications from this proposal
as work is outside of VAT/standard VAT applies and is dealt with as part of the
Councils VAT reclaim process/etc.

The minimum volume obligations referred in this report will help to pique market
interest from prospective Providers, along with attracting the attention of various
sized Providers.

The scope and scale of the Contracts has been designed to ensure economies
of scale, supported by a strong forward order book, are considered within each
Providers pricing strategy, enabling them to achieve a return on investment.
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Contracts will have an initial term of 2 years, with the ability to then extend the
Contract for one further period of 2 years, with the total Contract period being up
to 4 years, subject to various conditions, such as performance and service
standards being consistently met.

Authorisation has been received from the City Housing Spend Control Board on
the 20th September 2024 in relation to the procurement of the Kitchen and
Bathroom supplementary supply chain, up to the value of £48,960,000.

Legal

The proposed allocation of works is consistent with the effective management of
the Council's housing stock under Part Il Housing Act 1985. The actions proposed
are consistent with all relevant public procurement law.

Equalities

An Equalities Impact Assessment (EIA001023) has been completed and
approved and is at Appendix 2.

Procurement

Following soft market testing, the Council has confirmed that there is an
established marketplace of Contractors who have the capability of delivering the
Councils Kitchen and Bathroom Planned programme requirements.

The procurement proposal is to access these capable Contractors via one of
several available PCR15 or PA23 compliant Public Sector Framework
Agreements specialising in the service provision of procuring a supplementary
supply chain for the installation of Kitchens and Bathrooms as per the service
requirements set out in this report under which a robust competitive tender
process will be undertaken.

The procurement will be split into three geographical Lots. Separate Contracts
will be awarded for each Lot. Bidders may bid for one or all Lots to encourage
competition, but each Lot will be awarded to a different bidder.

Contracts will be awarded for an initial contract period of 2 years. There will also
be an annual Contract review process and the option to extend the initial Contract
for a further 2-year period will be based on satisfactory operational & commercial
performance delivery against a set of agreed contractual Key Performance
Indicators.

It is proposed that Cabinet delegates authority to the Executive Director of City
Housing in consultation with the Director Commercial & Procurement (or their
delegate), the Director of Finance (Section 151 Officer) (or their delegate), and
the Interim City Solicitor & Monitoring Officer (or their delegate) to approve the
Procurement Strategy to support the procurement proposal set out above and
the resulting award of contract(s) to enable procurement to be achieved in line
with the indicative Procurement Milestone Plan below:
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8.15

8.16

8.17

8.18

8.19

8.20

8.21

8.22

ITT Issued Early May 2025

Final Supplier Clarifications Early June 2025

ITT Return Mid - June 2025
Evaluation & Moderation Period Mid — End June 2025
DPR Approval (Award Report) End June 2025
Contract Award Process Early July 2025
Mobilisation period July — August 2025

The Cabinet Member for Housing and Homelessness has been consulted
regarding this project and the procurement proposal outlined within this report.

The awarded Contract(s) will be managed strategically and operationally by the
Asset Management Service.

People Services

Officers of City Housing are leading the delivery of the sourcing of supplementary
supply chain for Kitchen and Bathroom installation, with support from other areas
of the Council along with specialist technical, legal and project management
resources as required.

TUPE implications are very limited as incumbent Contractor’s staff are consumed
with delivering the upsizing of the overall Investment Programme.

The Asset Management Service is undergoing organisation redesign to increase
capacity which is included in the HRA Business Plan.

Climate Change, Nature and Net Zero

The Environmental and Sustainability Assessment for the Housing
Supplementary Kitchen and Bathroom Installation Supply Chain project highlights
efforts to reduce one-off repairs and fuel consumption, ethical sourcing, and
recycling. It includes targets for carbon reduction, social value projects like tree
planting, and adherence to biodiversity considerations. The project utilises
circular economy principles to minimise waste and supports Birmingham City
Council's climate change, nature and net zero ambitions. The Environmental and
Sustainability Assessment has been completed and approved by the Principal
Carbon Policy Officer, Route to Zero Carbon team and is attached at Appendix
3.

Corporate Parenting

There are no implications or opportunities in relation to the Corporate Parenting
responsibility arising from the recommendations in this report.

Other
There are no other implications arising from the recommendations in this report.
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APPENDICES

9.1 Exempt Report Appendix 1 — Commercial Strategy for Supplementary Kitchen
and Bathroom Providers

9.2 Appendix 2 — Equality Impact Assessment — EIA001023 (EIA)
9.3 Appendix 3 — Environment and Sustainability Assessment (ESA)
9.4 Appendix 4 - Risk Register

10 BACKGROUND PAPERS
10.1 Housing Strategy 2023-2028

10.2  Asset Management Strategy 2024-2029

10.3 Cabinet paper - Housing Revenue Account (HRA) Business Plan and Rent
Setting 2024/2025

10.4  Cabinet paper — Housing Repairs, Maintenance and Investment 2026
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