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Summary

This report outlines the partnership’s achievements and performance up to the end
of the second quarter in its fourth year of trading.

1. Budget and Policy Framework

1.1 In March 2013 Cabinet agreed for the joint venture company, Medway Norse,
to be established for the provision of facilities management (FM) services from
1st June 2013. In 2014 the joint venture also took on responsibility for the
grounds maintenance contract and for an initial phase of school transport for
children with special educational needs attending three schools. Medway
Norse is now responsible for activity amounting to just under £16m per
annum.

1.2 There is a requirement to submit reports to Cabinet on a six monthly basis.
2. Background

2.1 Medway Norse joint venture company was established to:
¢ Provide services to the Council more efficiently to give better value for
money
e Grow the business through taking on external contracts
¢ Increase employment opportunities for local people

2.2 Medway Norse provides services to the Council in three main areas — facilities
management, grounds maintenance and Special Educational Needs (SEN)
transport.
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Governance

The Company’s Board of Directors comprises three representatives from
Norse Commercial Services and two from the Council. The Council’s
representatives are Councillor Filmer (Chair of the Board and has a Council
Policy veto) and Ruth Du-Lieu, Assistant Director Frontline Services. The
Board is responsible for the overall performance of the joint venture.

There is also an Operational Liaison Board, which consists of representatives
from Medway Norse and nine representatives from the Council. This is
supported by ongoing liaison between Medway Norse and the Corporate
Client team.

Responsibility for the Corporate Client lies within a number of areas. The
original core contract responsibility sits with the Strategic Property and Energy
team, managed by Rob Dennis, within the Legal and Corporate Services
division; the greenspaces and environmental element sits with Tim England,
Head of Safer Communities and Greenspaces and the Household Waste
Recycling Centre operations sit with Sarah Valdus, Head of Waste Services.

Summary of Operations

The Council and Medway Norse are discussing the strategy for the future
growth of the joint venture to inform its current business plan. This will seek to
deliver the right balance between taking on additional Council Services to
deliver them more efficiently, and growth through external business.

Organic growth has continued with the following services:
e Eastgate Café;
e Tree Contract [novated contract complete] — self-deliver from July
2018;
Countryside Ranger Service — self-deliver from May 2017,
HWRC Sites from 27th September 2017;
Pest Control from 1st April 2017;
Chatham Bus Station 1st June 2017; and
School Cleaning Contact 1st August 2017.

Construction works have seen the refurbishment of vacant/disused toilet block
located within the curtilage of Eastgate House. The refurbished facility opened
on 17th November and aims to introduce a new format of eatery which will be
linked to the visitor experience at the newly refurbished Eastgate House site.
The sanitary facility has also been re-opened though on a smaller scale,
increasing the available public toilets in Rochester and decreasing the heavy
footfall experienced at Northgate.

A planning application has been submitted for the installation of a further set
of public toilets at the Chatham bus station.

Medway Norse has continued to progress development of the business and
this has resulted in one of the Operational Directors leaving the business.
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Managers are currently focussing to develop markets where demand and
margins improve the profitability of the business overall. These include
schools, Arm’s-Length Management Organisations (ALMOs) and other public
sector bodies where long term relationships can be formed. The sales team
monitors portals where OJEU notices are published, each tender is assessed
on its viability.

The joint venture is actively competing for external work for catering, cleaning
and grounds maintenance. This is highlighted by the acquisition of the schools
contract above. However, the trading environment is challenging with
relatively few opportunities available — an experience mirrored by other Norse
joint ventures. The Medway Norse Board has been very clear in its strategy
that external growth must be in the right markets to be profitable to grow the
business. Multiple low margin contracts place an unsustainable strain on the
management capacity of the joint venture. Greater efficiency gain has been
delivered by the joint venture taking on internal Council Services — either
through transfer or in the case of Housing Revenue Account (HRA) estates
cleaning and SEN transport, through competitive tender.

The partnership is continuing to develop and grow its self-delivery model to
further improve speed of delivery and cost efficiencies to the Council and
provide a competitive platform when tendering for external contracts.

The Workforce — Creating Local Employment

The total number of job roles to the end of September 2017 was 581 making
Medway Norse a large local employer. Since 2013 Medway Norse has
created 151 new jobs for Medway residents. The joint venture is continuing to
develop its own trade teams to achieve cost savings and to ensure consistent
guality of service.

Medway Norse has to date employed 17 apprentices including Trades,
Accountancy and Business Administration. Opportunities for apprenticeships
within the horticultural area are being explored.

Medway Norse has been approved by Lloyds Register to ISO 9001:2008
Management System standards. Approval to ISO 14001 Environmental
Management standard is in progress.

Special Educational Needs (SEN) Transport

From September 2017 the SEN Transport Service was reduced with some
routes being unstainable. Medway Norse currently directly deliver to five
schools, the newest addition being two route to Canterbury College.

As taxi journeys are also a significant element of transport for pupils, Medway
Council, working closely with Medway Norse, have set up a new framework
for taxis to ensure a competitive process and create greater certainty
regarding the pricing regime. This new framework has been introduced and is
now being utilised for all new contracts.



3.5 Grounds Maintenance

3.5.1 The main grounds maintenance contract transferred into the joint venture as
of 1 April 2014. There are significant financial compromises currently being
made with the core Facilities Management contract currently subsidising this
work stream to just under £220k/annum.

3.5.2 Areview of the initial structure has been completed resulting in the
requirement to employ an Operational Director. This development will further
align the business model and lead to improved efficiencies, with a new
structure being rolled out in early 2018.

3.5.3 The tree contract is currently being delivered by a third party sub-contractor.
Initial plans suggested this could be migrated in July 2017 although this was
not practical due to numerous other business initiatives, this service is due to
be self-delivered in-house as of July 2018, although there is still some debate
about the location of the service.

3.5.4 The Countryside Rangers Services transferred on 1 May 2017.

3.6 Local Business Participation

3.6.1 The table below sets out the position for July to September 2017 and Year to
Date. Local business patrticipation continues to be strong - Kent & Medway
remains steady at 61% with Medway being 46%, demonstrating Medway
Norse is continuing to support the local economy by prioritising spend in
Medway and Kent.

Local Participation % Total YTD
Q2 2017/18 Spend Amount
Total Spend £3,780,559 100% £ 7,475,607 100%
Total Kent Spend £ 2,185,709 58% f 4,539,503 61%

Total Medway Spend £ 1,659,312 44% £ 3,457,476 46%
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3.7 The Corporate Client Function

3.7.1 The Corporate Client team is continuing to meet and liaise closely with the
Council’s building managers in order to fully understand their service needs
and to establish an effective working relationship. The outcomes and actions
arising from these meetings are continuing to form the basis for the
development of building management action plans.

Kent 61%
out of 100%

Medway 46%
out of 100%

3.7.2 In addition building managers can raise day-to-day service issues directly with

Medway Norse or alternatively with the Corporate Client team who hold
guarterly operations meetings with Medway Norse. Building managers often
attend slots at these meetings as and when the need arises.

3.7.3 With the assistance of the partnership the Council is continuing to modernise
and consolidate its portfolio of operational buildings. In particular the facilities

management services provided by the partnership have enabled the Council
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to focus on its programme of improving the quality of its buildings for both
service users and staff alike.

In particular during the first 6 months refurbishment works were commenced
and have completed to the public toilets at Rainham and Northgate
(Rochester) — also a major refurbishment at Hoo.

The future strategy 2018/9 and beyond

The Council and the Medway Norse Board are determining the appropriate
balance between internal and external growth and priority council services to
come into the joint venture for the next two years, this is likely to see some
period of short term consolidation.

There are a number of challenges to be faced:

e National Living Wage — 2018 — 2020;

Apprenticeship Levy;

Grounds Maintenance budgets versus revenue;
Maintaining workforce quality; and

Ageing workforce (in particular D1 Licences SEN transport).

The pressures facing the joint venture for 2017/18 are mitigated by cost
savings already delivered which will have full year effect, by expanded self-
delivery, effective management of third party spend and income generation.
Rebate (Income) for the Council

In the first four years of trading, Medway Norse has returned a rebate to the
Council of £1.3m. In addition the joint venture has brought over £7.2m capital
investment into Council services.

Under the agreement the Council will receive 50% of any surplus in future
years. The Council has set a rebate income target of £263k in 2017/18. The
current accrued rebate is £287k some £24k above target. Medway Norse is
currently in line to exceed this target during this financial year with profits at
the end of half year of £410,632 against a target £308,789.

Legal, Financial and Risk Implications

There are no direct legal implications of this update report.

The financial implications are contained within the report.

The risk implications are contained within the report.

Recommendation

The Committee is asked to note the report.
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