PROCUREMENT REPORT

WDA/38/07

Recommendation:
That;
1. Members note and approve the evaluation criteria methodology included in the Interim, Waste Management and Recycling Contract, Competitive Dialogue contracts procurement, and the proposals for developing a stakeholder involvement from District Councils.

2. Members note and approve the measures being taken to review and revise the forecast of advisors costs on the procurement, for presentation in the Budget Report to the February meeting of the Authority.

3. Members note and approve the request for further meeting(s) of the Authority to receive reports on the progress of the Procurement.

PROCUREMENT REPORT

WDA/38/07

Report of the Director

1.
Purpose of the Report
1.1
To advise members of the methodology being used to evaluate proposals from Participants in the Interim, Waste Management and Recycling , and Resource Recovery, Competitive Dialogue process and to seek member approval for the process of developing stakeholder engagement of District Councils in that evaluation process. 

1.3
To advise members of the need to review the forecasts of advisors costs in supporting the Procurement Programme and members approval to a report on advisors costs being brought as part of the Budget Report being presented to the February meeting of the Authority.

1.4
To report on the progress in receiving proposals from Participants and in view of the need to seek member approval to selection of Participants to go forward to subsequent stages, to provide for additional meetings of the Authority. 

Merseyside Waste Disposal Authority

7th December 2007

2.
Evaluation Criteria
2.1
Members requested that a report be brought forward on the evaluation of proposals being developed by Participants in the Authority’s Procurement for the delivery of the Waste Management and Recycling (WMRC), Resource Recovery (RRC) and Interim contracts.

2.2
A report was presented to the November 2006 meeting and a workshop held for members to address this matter. Members were advised at the time that to apply Best Practice and to ensure compliance with Procurement Regulations, thus avoiding any potential challenge to the Authority’s Procurement Process on procedural maters, it would be necessary to publish Evaluation Criteria at the start of any tendering programme. Such Evaluation Criteria should be retained throughout the time of the procurement and be applied at each stage of the process, without amendment.  Members were provided with a workshop presentation at the November 2006 meeting, which was subsequently circulated to members of the Authority, District Council officers on the Senior Officers Working Group and Procurement Groups, and other stakeholders including GONW and ENVIROLINK.

2.3
The workshop outlined the basis of the evaluation criteria for the WMRC and RRC contracts, (the Interim contract was added to the procurement programme at a later date) and members approved the delegation to the Director of the finalisation of tender documents for the contracts. Consequently, the evaluation criteria for the WMRC, RRC and Interim contract, Competitive Dialogue stages have been published to Participants, and the tender documents themselves have been made available to members through the various reports to the Authority, since November 2006.

2.4
The detailed Evaluation Criteria for the three contracts currently in procurement are included at Appendix A for information. These criteria provide the basis on which Participants proposals will be evaluated in the Core Criteria of;

· Service Delivery and Technical

· Sustainability

· Financial

· Legal and Contractual

· Overall Integrity of Submission. 

2.5
Each Core Criteria is then sub-divided into aspects of the proposals to be assessed and given a weighted score, which when brought together provides a consistent and coherent methodology for bid assessment. There are differences in the weightings assigned to the detailed aspects between the three contracts, reflecting their different impact on the contracts. For example, in the RRC contract, aspects of direct connection with District Council service delivery will be less significant, whereas the sustainability and economic cost of solutions will be of more significance and hence are given higher weightings.

2.6
The evaluation criteria includes for the input of District Councils as stakeholders in this process. Members will be aware from the reports received to-date on the WMRC contract, that at the first stage of the Competitive Dialogue, Invitation to Submit Outline Solutions (ISOS), Participants are not in a position to provide significant levels of details on their proposals, in particular on financial matters. Evaluation focuses more on the technical description of Participants proposed solutions, providing the opportunity to reduce the number of Participants being taken forward into more detailed Dialogue stages. In the WMRC ISOS stage, reports were provided to District Council officers through the Procurement Group meetings, and it is proposed that this same mechanism be used for the RRC and Interim contracts.

2.7
The Authority will shortly receive Detailed Solutions, the ISDS stage submissions in the WMRC contract, and it is appropriate for the Authority to determine the mechanism for District Councils’ involvement in the evaluation process. It should be noted that the evaluation process already provides for assessment of the impact of Bidders proposals on District Council services and also the overall economic impact on collection and disposal costs. Therefore the Authority is being asked to consider the involvement of District Councils as stakeholders, providing views to the Authority in its decision making process.

2.8
The evaluation process provides for a District Council view to be taken forward into the teams assessing the Service Delivery/ Technical and Sustainability criteria through a District Council representative. Discussions have been held within the Senior Officers Working Group and views have been canvassed from 4Ps which has considerable experience of stakeholder evaluations on PFI/PPP waste management projects, and also provide the DEFRA transactor, providing guidance and support to our PFI (RRC) contract, to identify the most appropriate mechanism for this representation to be determined. 

2.9
It is proposed that the Authority provide a workshop forum at which the Service Delivery/Technical and Sustainability aspects can be considered by Districts, who would be invited to nominate two officer representatives. Officers and technical advisors from the Authority would provide support to the workshop. The representatives would then be provided with the full information on the proposals from Bidders, an understanding of the mechanisms of applying the evaluation criteria and invited to provide a collective view to be taken forward to the evaluation team meetings.

2.10
The evaluation team meetings would then take into account, in the same manner as they do the views of the MWDA staff and advisors, the views coming forward from the District Councils, leading to a combined view from the teams going forward to a report to the Authority. It would also be the intention, when reporting the outcomes of the evaluation process to the Authority, to specifically include reference to the views provided at the workshop of District Council representatives. By that means, members will be aware of the collective and where appropriate, the individual views of the District Council representatives in the evaluation process.

2.11
It is proposed that this approach be used for the involvement of District Councils in the WMRC, RRC and Interim contract evaluations at ISDS and Final Tender stages.

2.12
A detailed timetable covering the evaluation programme for each of the contracts in procurement is being prepared to enable all parties to programme their resource commitments and will be made available at the Authority meeting.

3.
Procurement Progress
3.1 
Interim Contract
Following the issue of the request for Outline Solutions (ISOS stage), responses have been received from SITA, CORY, VT Group and RFW Alliance, as lead organisations.

3.2    Detailed assessment is being carried out of these proposals against the    

published evaluation criteria. This will enable a report to be made to the 
.


Members will be aware that the Interim contract proposal is being developed 
to deal with the likely shortfall in waste diversion capability available to the 
Authority from its RRC contract arrangements, in the period 2008 to 2012/13, 
and as a less expensive alternative to the purchasing of LATS permits in the 
marketplace. 

3.3

The Interim contract also provides an opportunity for the Authority to manage 
its risk exposure to compliance with its LATS obligations through a possible 
combination of LATS permits purchases and Interim contract commitments. 

3.4 
The report on the evaluation of Interim contract proposals can be presented to 
the Authority in order to assess the desirability of proceeding to the next ISDS 
stage and engaging in Dialogue with Bidders, but a final view on this will be 
better informed when the responses to the ISOS stage of the RRC are 
received, which may indicate an earlier timetable for delivery of treatment 
capacity, and a report back on the availability of LATS permits can be 
prepared following the market soundings that are being taken.

3.5
It is anticipated that these matters could be brought together at the February 
2008 meeting.

4.
Waste Management and Recycling Contract Resource Recovery 
Contract
4.1
Responses to the ISDS stage for the WMRC are due back on 12th December. Responses to the ISOS stage for the RRC contract are due back on 14th January 2008.

4.2
One of the consequences of separating the WMRC and RRC contract arrangements, and also now seeking an Interim contract arrangement, is that there is a need to ensure a clear understanding of the impact of these possible contract arrangements, from a financial, technical and service delivery point of view on each of the other contracts currently in procurement. These will be termed the INTERFACE ISSUES in this report.

4.3
It will be necessary, not only to assess each proposal received under the WMRC and RRC procurement stages, but also to review any INTERFACE ISSUES, arising from such matters as new site locations for treatment facilities, or different technology solutions that may be proposed. A detailed assessment is being made of the programme and resource commitments from staff and advisors to deliver the earliest evaluation of the WMRC and RRC, ISOS and ISDS submissions. The additional assessment of interface issues means that whilst it may be possible to report to the Authority on the outcomes of the WMRC ISOS stage at the February meeting, it is more likely that a report on both contracts will be available for a meeting in late February 2008. A specific proposal requesting members to consider the need for additional meetings to consider reports on the outcomes of the procurement process will be made to the December meeting, following the completion of the programme and resource commitments.

5.
Review of Advisor Costs
5.1
At the meeting of 17th November 2006, Members approved an increase of £1.0M in the earmarked balances set aside to fund advisor costs for the Procurement Project, giving a total sum of £3.0M. In addition to this, an initial contribution of £0.24M is being made by Halton Council to cover its inclusion in the Project giving a total of £3.24M. A further contribution will be received from Halton towards any future costs incurred.

5.2     Of the £3.24M, £2.91M has been committed to date on programmed work. The 
balance remaining will not cover the anticipated total advisor costs to support 
the Project. Significant changes in the scope of the Project since the £3.0M 
was approved include:

· Work to accommodate Halton Council within the Project (specific work streams  required by Halton have been paid by them);

· An increase in work required to progress the Merseyside Inter Authority Agreements;

· The change to the Negotiated Procedure for the Authority’s Landfill Contracts procurement;

· The introduction of the concept of a fourth waste management contract (the Interim Contract);

· Additional work in connection with due diligence and the governance of Mersey Waste Holdings Ltd;

· Advice on the disposal of Hafod Quarry Landfill.

· Assessment of interface issues arising from the four contract structure of the procurement

5.3
The full extent of the likely costs is in the course of being established, and a review of programmes and workstreams incorporating advisor cost forecasts is being carried out.

5.4
However it is clear that additional funding will be needed and a report on advisor costs will be brought to the February 2008 meeting for members consideration, in time for inclusion of recommendations in the 2008/09 Budget report.

The contact officer for this report is Terry Bradley, MWDA, North House, 17 North John Street, Liverpool, L2 5QY

Background documents open to inspection in accordance with Section 100D of the Local Government Act 1972 - Nil

Tel:  
0151 255 1444

Ext. 304

Fax:  
0151 227 1848











APPENDIX A

EVALUATION CRITERIA FOR COMPETITIVE DIALOGUE

INTERIM CONTRACT.

1. SERVICE DELIVERY AND TECHNICAL SUBMISSION REQUIREMENTS

1.1 Participants are required to provide a summary overview to their proposed treatment or BMW diversion approach. This should be limited to a maximum of 10 pages and as a minimum should cover the information set out below.  Participants may support their Submissions with other information where they believe it to be essential to their proposals and, in particular, examples of where they have implemented a similar approach on other contracts.

1.2 No constraints are placed on the type and provision of facilities or services proposed to meet the performance requirements of the Contract, save that they comply with the requirements of the Output Specification and divert BMW away from landfill.  

1.3 The ISOS Submission must as a minimum detail and adequately address the following key aspects to the proposed solution:

1.3.1 Which sites will be used to deliver the service;

1.3.2 Whether the facilities are already operational or the planned date for availability together with current planning and permitting status;

1.3.3 A description of the technologies proposed to treat the waste and the level of BMW diversion that will be achieved together with evidence to support proposed BMW diversion performance;

1.3.4 Details of waste reception arrangements;

1.3.5 The approach to monitoring, weighing and recording MWDA waste and how this will ensure that MWDA waste can be distinguished from any other third party waste at any stage of the service provision and that this will provide an auditable record in support of MWDA’s and HBC’s statutory reporting requirements;

1.3.6 A description of the quality management systems that are in place for the facilities;

1.3.7 Describe how the Services will be provided in the event of any facility being unavailable on a permanent or temporary basis or during emergency situations or in times of maintenance; and

1.3.8 Any constraints that will be imposed on MWDA with respect to quantity of waste delivered, composition or acceptability criteria for the waste and any restrictions on delivery methods.

In providing the responses to the above Participants should also describe which characteristics of the proposal will give MWDA comfort as to the overall reliability and deliverability of the service.

2. FINANCIAL SUBMISSION REQUIREMENTS

2.1 Financial

Participants are required to provide as a minimum the information set out below.  It should be noted that Participants may support their Submissions with other information where they believe it to be essential to their solution and, in particular, examples of where they have implemented a similar approach on other contracts.

2.1.1 Participants should outline the maximum number of tonnes of residual waste on an annual basis that can be received and managed/treated within their solution(s).

2.1.2 Participants should outline in the table below the Gate Fee per tonne (in real terms) with a price base date of 1 January 2008, for their proposed solution(s) for the range of tonnages to be subject to treatment on an annual basis, up to the maximum number of tonnes outlined in accordance with paragraph 3.1.1.

	Residual Waste Tonnage subject to treatment (p.a.)
	Gate Fee Per Tonne (£’s)

	0 to 25,000
	

	25,001 to 50,000
	

	50,001 to 75,000
	

	75,001 to 100,000
	

	100,001 to 150,000
	

	150,001 to 200,000
	

	200,001 to 300,000
	


Participants are only required to complete those rows of the above table, which are relevant for their proposed solution(s) based upon the tonnages of waste, which can be accepted under their solution(s).

2.1.3 Participants should provide supporting information as to the assumptions that have been used, and conditions attached, in relation to the Gate Fee proposed in 2.1.1.

2.2 Commercial

2.2.1 Deliverability of Funding

2.2.1.1 Where Participants are proposing treatment facilities that are in the development stage (i.e. not currently in operation) they should outline their proposed strategy to securing the necessary funding for their Solution(s) and at what stage they are in the finance raising process.

2.2.1.2 Participants should also state the funding history of the technology proposed in their Solution (if applicable).

2.2.2 Financial Robustness

2.2.2.1 Where Participants propose existing facilities as part of their proposed solution, the Participant should confirm its willingness to provide either a Performance Bond (in a form to be agreed) equivalent to 10% of the annual contract value (Gate Fee x Annual Tonnage) and/or a Parent Company Guarantee in a form acceptable to MWDA, depending on the nature of the proposed contracting structure proposed by Participants in response to this ISOS.

2.2.2.2 Where Participants are proposing treatment facilities that are in the development stage (i.e. not currently in operation) Participants should provide a letter from their proposed equity providers and external funder(s) confirming the extent to which they support their Solution(s) with particular reference to the technology utilised in the Technical Solution(s) confirming that the funders will accept the performance risk associated with the technology.

3. LEGAL SUBMISSION REQUIREMENTS

3.1 Contract
Participants must provide a table identifying those areas of the SoPC4 (as developed by 4Ps Procurement Pack and informed by DEFRA Guidance on Permitted Derogations (May 2006)) which they wish to change, explaining in the table why they wish to make the amendment/negotiate the terms, specifically giving any project specific or pricing advantages that necessitate this.  For example, if the proposed financing structure is not project finance, amendments to the standard compensation on termination wording may be appropriate in line with the principles set out in SoPC4 and there may be no direct agreement with any group funder.  Similarly changes to SoPC4 may be appropriate where Participants propose the use of existing treatment facilities.  

WASTE MANAGEMENT AND RECYCLING CONTRACT 

PRELIMINARY CHECKING

On receipt of the submissions, a preliminary review will be carried out to establish completeness and compliance with the ISDS requirements, to identify significant points of clarification and qualifications and to establish the submissions that will progress to detailed evaluation.  In addition Participants will be asked for confirmation that their circumstances, including financial standing, have not changed materially since the pre qualification and ISOS stages.

Where Submissions are not substantially complete or where inconsistent information is presented one or both of the following courses of action will be taken:

3.2 information presented will be analysed, and where necessary, specific clarification sought from the Participant;

3.3 the submission may be rejected at this stage of the evaluation.

4. DETAILED EVALUATION

The evaluation of Submissions received will be focused in five Core Criteria and be weighted as follows:

4.1 Service Delivery and Technical;

30%

4.2 Sustainability;



10%

4.3 Financial;




40%

4.4 Legal and Contractual;


10%

4.5 Overall Integrity of the Submission.
10%

Each submission will undergo an evaluation against the core criteria listed below.  The score assigned to each aspect of evaluation will be subject to a weighting in accordance with its relative importance to provide the overall evaluation score and the relative ranking of the Participant’s submission against the other Participants.

Participants should note that MWDA reserve the right to reject any proposed solution, regardless of the overall score of the Participant, if the Participant’s submission in any given category failures to reach an acceptable minimum score of 25%.

There will be four teams for evaluation as listed below.  The overall integrity of the submission will be assessed by a combination of representatives from these teams who sit on the overall project steering group.

	Service Delivery & Technical assessment team

	2 Representatives from MWDA

	1 Representative from HBC

	1 Representative from WCAs

	2 Representatives from Enviros Consulting

	1 Representative from Mouchel Parkman


	Sustainability assessment team

	2 Representatives from MWDA

	1 Representative from WCAs

	1 Representative from Enviros Consulting


	Financial assessment team

	2 Representatives from MWDA

	2 Representatives from Ernst & Young


	Legal and Contractual assessment team

	2 Representatives from MWDA

	2 Representatives from Eversheds


Apart from where described differently the submissions will be rated against the following scoring matrix for each criteria.

	Score
	Acceptability
	Participant response demonstrates

	0
	Unacceptable
	The information is either omitted or fundamentally unacceptable to MWDA.

	1‑2
	Poor
	The information submitted has major omissions or does not demonstrate acceptable level of experience, ability and/or capacity.

	3‑4
	Fair
	The information submitted has some minor omissions or demonstrates only limited level of experience, ability and/or capacity.

	5‑6
	Satisfactory
	The information submitted meets MWDA’s requirements in demonstrating level of experience, ability and/or capacity.

	7‑8
	Very good
	The information submitted provides strong evidence of experience, ability and/or capacity.

	9‑10
	Outstanding
	The information submitted provides evidence of sector top quartile experience, ability and/or capacity.


5. CORE CRITERIA FOR SERVICE DELIVERY AND TECHNICAL (30% OF OVERALL SCORE)

	Aspect
	Relative Weighting

	Compliance with the Output Specification
	25%

	Does the proposed solution comply with the requirements of Service Outputs 2‑7
	40%
	

	Will performance against defined targets be achieved
	15%
	

	Are the performance targets guaranteed
	15%
	

	Does the proposed solution fulfil MWDA and HBC waste strategy aims
	10%
	

	Is there a proved commercial track record of proposed approach/solution
	10%
	

	To what extent does the solution rely on service elements outside the scope of the contract and how will these be suitably managed
	10%
	

	Deliverability of Solution
	25%

	Has an adequate Service Delivery Plan and programme (Service Output 1) been included and can this be achieved
	30%
	

	Has the overall level of risk of delivery of the proposed solution been evaluated and have adequate contingency plans been developed
	20%
	

	What is the position with land ownership and the likely timetable for site availability
	20%
	

	What are the site‑specific planning issues, does the proposed approach adequately manage to reduce any risk to ensure of planning success
	20%
	

	Level of adequacy of the approach to regulatory issues
	10%
	

	Adaptability of Solution
	15%

	Has the proposed solution assessed the potential effect of changes in waste or future legislation
	20%
	

	Adaptability of solution to changes in legislation and economic conditions over the life of the contract
	40%
	

	Flexibility of solution to changes in waste volume and composition
	40%
	

	Level of Service Provider’s reliance on third parties for performance achievement, ie end markets/outlets
	10%

	Does the proposal require securing markets and outlets
	40%
	

	Are these markets available and proven
	60%
	

	Any impacts on existing services/systems/WCAs and level of mitigation proposed
	15%

	Has the interface between the collection and treatment systems been assessed
	20%
	

	Level of capability of proposed solution to other existing or proposed contracts under the Procurement Programme
	15%
	

	Suitability of the access to facilities eg location, times, ease of use
	15%
	

	Acceptability of any changes necessitated to existing WCA collection systems over the contract duration
	20%
	

	Suitability of mechanisms to monitoring, responding and mitigating and adverse impacts on existing services and collections systems
	15%
	

	Appropriateness of the mechanisms proposed for data recording and information transfer to MWDA and WCAs
	15%
	

	Extent of Integration and Partnering with Waste Partnership and approach to interface management, at contract, Authority and end user levels
	10%

	Appropriateness of proposals for partnership working with MWDA, HBC, WCAs and other stakeholders and waste producers
	25%
	

	How are common goals and objectives to be met
	10%
	

	How flexible is the proposed approach to improving efficiency and value for money
	20%
	

	Does the proposal included options for ‘gain share’
	20%
	

	Have suitable community relationship proposal been included
	25%
	


6. CORE CRITERIA FOR SUSTAINABILITY (10% OF OVERALL SCORE)

	Aspect
	Relative Weighting

	Does the Participant have an acceptable and demonstrable policy on sustainability, evidenced from other current contracts.  What are the level of sustainable policies proposed for this contract and how will they be monitored and any corrective action instigated
	25%

	Does the proposal describe the potential local, environment, biodiversity and social impacts from the solution proposed and how are these to be mitigated.  Impacts should cover (amongst others) total carbon emission, energy use and waste tonnes miles
	25%

	Does the solution proposed intend to use local markets for products and services wherever possible and encourage sustainable economic growth and employment including skills development
	10%

	What is the approach to and proposals for continuous environmental improvements to this service provision contract
	10%

	To what extent does the proposal intend to manage and reduce traffic impacts on the environment throughout the contract duration
	10%

	To what extent are community and local social/economic benefits demonstrated by the proposed solution
	20%


7. CORE CRITERIA FOR FINANCIAL (40% OF OVERALL SCORE)

	Aspect
	Relative Weighting

	Economic cost of the submission 
	60%

	Affordability of the submission
	20%

	Financial Robustness of Submission
	10%

	Deliverability of Funding Package
	5%

	Compliance with the Payment Mechanism
	5%


7.1 Economic Cost
The Economic Cost to MWDA shall comprise the following elements:

7.1.1 The economic cost of the proposed Contract Payment will be calculated by taking the net present cost (“NPC”) of each submission to the MWDA over the life of the Contract using the waste growth profile set out in the tender documentation and the Treasury real discount rate of 3.5%;

7.1.2 The NPC of the exposure to additional costs in the collection system resulting from the proposed solution will be taken into account in the economic analysis;

7.1.3 Where appropriate or material, the economic cost impacts of risks not accepted by each Participant in response to the tender documentation is calculated and added to the NPC by taking the estimated cost impact of each risk that is not accepted, multiplied by the probability of each risk occurring;

7.1.4 Exposure to landfill tax costs resulting from the proposed solution is evaluated by estimating NPC of landfill tax costs under three landfill tax scenarios as follows;

	(i). Increase in landfill tax by £8 per tonne annually from £24 per tonne in 2007/08 to £48 per tonne by 2010/11 and remaining at £48 thereafter. 
	20%

	(ii). As (i) but increase in landfill tax per annum after 2010/11 in line with inflation (Retail Price Index at 2.5% per annum)
	40%

	(iii). As (i) but increase in landfill tax per annum after 2010/11 at £8 per tonne to £80 per tonne by 2014/15 and remaining at £80 thereafter
	40%


7.1.5 Any additional financial impacts on the Partnership including the Resource Recovery Contract contractor arising from the submissions will be included in the evaluated cost.

The Economic Cost of each submission shall be evaluated against the mean of the Economic Cost of all submissions, including the reference project, and then score each submission in relation to its position to this mean.  Submissions will be scored depending on the percentage by which they deviate from the mean Economic Cost, in accordance with the following table:

In the case of negative deviations from the mean, where two or more Solutions/Tenders fall within the same Band the Solutions shall be scored on the basis that the maximum score for the band shall be awarded to the Solution(s) which has the maximum deviation from the mean in that Band. In the case of positive deviations from the mean, a maximum score for the Band shall be awarded to the Solution(s) which has the lowest deviation from the mean in that Band.

For example - Band 8 which has a deviation of between (1.1%) and (4.4%), a score of 6 will be awarded to a (4.4%) deviation and a 5 awarded to a (1.1%) deviation. A Solution with a deviation of (3.0%) would score 5.58. This is calculated on the basis that each Solution is awarded 0.05 points for every 0.17% (i.e. 3.3% divided by 20) above the Minimum deviation in the band.

	Band
	Deviation from Mean
	Score

	1
	>=15%
	0

	2
	11.5% to 14.9%
	1

	3
	8% to 11.4%
	2

	4
	4.5% to 7.9%
	3

	5
	1.1% to 4.4%
	4

	6
	The Mean and 1% above the Mean
	5

	7
	The Mean and 1% below the Mean
	5

	8
	(1.1%) to (4.4%)
	6

	9
	(4.5%) to (7.9%)
	7

	10
	(8%) to (11.4%)
	8

	11
	(11.4%) to (14.9%)
	9

	12
	<=(15%)
	10


7.2 Affordability
The evaluation of Affordability undertaken at the ISDS stage will review the comparative affordability of each submission.  The total Contract Payment of each submission will be evaluated against the mean of the total Contract Payments of all submissions, including the reference project, and then each submission will be scored in relation to its position to this mean.  Submissions will be scored depending on the percentage by which they deviate from the mean Contract Payment for the first ten years of the Contract, in accordance with the following table:

In the case of negative deviations from the mean, where two or more Solutions/Tenders fall within the same Band the Solutions shall be scored on the basis that the maximum score for the band shall be awarded to the Solution(s) which has the maximum deviation from the mean in that Band. In the case of positive deviations from the mean, a maximum score for the Band shall be awarded to the Solution(s) which has the lowest deviation from the mean in that band.

For example - Band 8 which has a deviation of between (1.1%) and (4.4%), a score of 6 will be awarded to a (4.4%) deviation and a 5 awarded to a (1.1%) deviation. A Solution with a deviation of (3.0%) would score 5.58. This is calculated on the basis that each Solution is awarded 0.05 points for every 0.17% (i.e. 3.3% divided by 20) above the Minimum deviation in the band.

	Band
	Deviation from Mean
	Score

	1
	>=15%
	0

	2
	11.5% to 14.9%
	1

	3
	8% to 11.4%
	2

	4
	4.5% to 7.9%
	3

	5
	1.1% to 4.4%
	4

	6
	The Mean and 1% above the Mean
	5

	7
	The Mean and 1% below the Mean
	5

	8
	(1.1%) to (4.4%)
	6

	9
	(4.5%) to (7.9%)
	7

	10
	(8%) to (11.4%)
	8

	11
	(11.4%) to (14.9%)
	9

	12
	<=(15%)
	10


7.3 Financial Robustness
The financial robustness of the Bid will be scored in accordance with the following table. A score out of 100% will be calibrated as a score out of 5% as per the relative weighting outlined in 5 above (Core Criteria for Financial).

	Sub criteria
	Score

	SPV/consortium structure, its robustness and the proposed roles in the project
	10%

	SPV/consortium structure guarantees to be in place to support this structure
	10%

	Credibility of the financial assumptions used
	15%

	Completeness, quality, and integrity of financial information provided
	20%

	Acceptable Level of cash throughout the Contract Period
	15%

	Acceptable Level of distributable reserves throughout the Contract Period
	5%

	Reasonableness of Rates and margins
	15%

	Reasonableness of Interest cover ratios
	5%

	Reasonableness of Debt service ratios
	5%

	Total
	100%


7.4 Deliverability of Funding Package
The deliverability of the funding package sections will be scored in accordance with the following table. A score out of 100% will be calibrated as a score out of 5% as per the relative weighting outlined in 5 above (Core Criteria for Financial).

	Sub criteria
	Score

	Suitability of proposed contract delivery vehicle
	5%

	Suitability of debt/equality split from proposed funding solution
	5%

	Acceptability of terms and conditions of financing and degree of conditionality attached
	10%

	In instances of a ‘corporate finance’ solution being proposed, the value of direct performance‑related Parent Company Guarantees provided direct to MWDA, the conditions attached to it, and the credit quality of the entry providing the guarantee
	15%

	Acceptability of terms and conditions (relating to any guarantees and other security required to realise financing (including liability caps)
	15%

	Acceptability of Level of third party income assumed
	15%

	Reasonableness of Project/Equity IRR
	5%

	Suitability of Previous funding history of the technology solution proposed by the Participant
	5%

	For inter‑company funding, the existence of the funding guarantees from the lending entity
	10%

	Quality of letters of support from funders and financial advisors as requested in the ITT
	5%

	Extent to which Participants have demonstrated the support of the funder(s), including the requirements of the funder within the project agreement and direct agreement
	5%

	Extent to which Participants have demonstrated support of all members of the Participant’s proposed consortium, including any amendments required to the draft contract
	5%

	Total
	100%


7.5 Compliance with the Payment Mechanism
This will consider the Participant’s acceptance of the Authority’s Draft Payment Mechanism document, or if applicable, commentary or amendments to the extent to which such commentary or proposals are shown to demonstrate better VFM for the Authority or are likely to expose the Authority to greater risk. 

A score out of 10 will be calibrated as a score out of 5% as per the relative weighting outlined in 5 above (Core Criteria for Financial). 

	Range of Score
	Explanation

	1.1.1 7.5 – 10
	Participant either fully accepts or complies with the Payment Mechanism (to the extent they are applicable to their proposed Solution) or, where amendments are proposed, those amendments are considered acceptable to the Authority  (e.g. on VFM grounds)

	1.1.2 5 – 7.5
	Participant clearly accepts or complies with the Payment Mechanism (to the extent they are applicable to their proposed Solution) but proposes a number of amendments, the majority of which are considered acceptable to the Authority (e.g. on VFM grounds) and the remainder are considered surmountable and therefore expose the Authority to some but not significant risk

	1.1.3 2.5 – 5
	Participant accepts the Payment Mechanism Principles (to the extent they are applicable to their proposed Solution) but proposes a number of amendments, which either are unacceptable to the Authority (e.g. against the core principles) or no not demonstrate VFM and may expose the Authority to greater risk

	1.1.4 0 – 2.5
	Participant does not accept or does not clearly accept the payment Mechanism Principles and/or proposes a number of significant amendments which are unacceptable to the Authority (e.g. on VFM or Risk ground)


8. CORE CRITERIA FOR LEGAL AND CONTRACTUAL (10% OF OVERALL SCORE)

	Aspect
	Relative Weighting

	Acceptability of any departure from HM Treasury Guidance Standardisation of PFI Contracts version 4 (as developed for the waste sector by the 4Ps Waste Procurement Pack and DEFRA Guidance on Permitted Derogations
	60%

	Acceptability of other (non‑SOPC4) amendments to the draft contract (including the share sale or asset sale agreement as the case may be) exposing MWDA to greater risk
	25%

	Reasonableness of proposals in respect of TUPE, pensions and general employment related issues
	15%


9. CORE CRITERIA FOR OVERALL INTEGRITY (10% OF OVERALL SCORE)

	Aspect
	Relative Weighting

	Overall assessment of consistency between the service delivery, financial and legal/contractual aspects in providing a comprehensive, consistent and deliverable solution
	50%

	Assessment of risk to achieving overall contractual close
	50%


RESOURCE RECOVERY CONTRACT

1 MWDA Approach to ISOS Evaluation

Merseyside Waste Disposal Authority (“MWDA”) intends to use the evaluation process both as an opportunity to evaluate and establish the suitability of Participants’ proposals, and as an opportunity for Participants to provide the necessary level of information to allow a sufficient understanding of their proposed solutions.

To this end the evaluation process is aimed at providing Participants with a framework to explain and justify to MWDA in an objective manner why their proposal is both the most practical and deliverable solution that also represents value for money.

The evaluation criteria have been described at an appropriate level with the intent that these aspects will form a key part of the dialogue phase of the process providing a forum for discussion around the strengths and weaknesses of proposed solutions against each of the evaluation criteria described below.

2 The Evaluation Process

The Resource Recovery Contract shall be awarded to the Participant that proposes the most economically advantageous solution for MWDA.  This may not necessarily be the Participant that proposes a solution which offers the lowest cost.

A key element of the evaluation process will be to determine whether the Submissions achieve the objectives as set out in the documentation.  The evaluation process will take into account the information provided by Participants in their Submission documentation and responses provided to MWDA in regards to any subsequent clarification process. 

Each Submission will undergo a two stage review, comprising:

· a Preliminary Check; and

· a Detailed Evaluation against a Core Criteria Matrix.

These stages are described in detail below. 

3 Preliminary Check

On receipt of the Submissions, a preliminary check will be carried out to establish completeness and compliance with the submission requirements, to identify significant points of clarification and qualification and to establish the submissions that will progress to detailed evaluation. In addition, Participants will be asked for confirmation that their circumstances, including financial standing, have not changed materially since the pre-qualification stage.

Where Submissions are not substantially complete or where inconsistent information is presented, one of the following courses of action, which are not necessarily mutually exclusive, will be taken:-

· information presented will be analysed and, where necessary, specific clarification sought from the Participant; and / or

· the Submission may be rejected at this stage of the evaluation.

4 Detailed Evaluation 

The evaluation of Submissions received will be focused in five parts:

	Core Criteria
	Relative Weighting

	Service Delivery and Technical
	30%

	Sustainability
	10%

	Financial
	40%

	Legal and Contractual
	10%

	Overall Integrity
	10%


Each Submission will undergo an evaluation against the core criteria listed above. 

Participants should note that MWDA reserves the right to reject any proposed solution, regardless of the overall score of the Participant, if the score for the Participant’s Submission in any given core criteria fails to reach an acceptable minimum score of 25% of the available marks for that core criteria.  In considering its rights to reject proposed solutions, MWDA recognises that the financial scores at the ISOS stage may be lower than at later stages due to the level of detail of the financial information required at the ISOS stage.  In addition, Participants attention is drawn to paragraph 30(6) of Statutory Instrument 2006 No. 5 (The Public Contracts Regulations 2006) in respect of MWDA’s rights in relation to abnormally low offers.

There will be four teams for the evaluation as listed below. The overall integrity of the Submission will be assessed by a combination of representatives from these teams who sit on the overall Project Steering Group.

	Service Delivery & Technical assessment team

	2 Representatives from MWDA

	1 Representative from HBC

	1 Representative from WCAs

	2 Representatives from Enviros Consulting

	1 Representative from Mouchel Parkman


	Sustainability assessment team

	2 Representatives from MWDA

	1 Representative from WCAs

	1 Representative from Enviros Consulting


	Financial assessment team

	2 Representatives from MWDA

	2 Representatives from Ernst & Young


	Legal and Contractual assessment team

	2 Representatives from MWDA

	2 Representatives from Eversheds


	Overall Integrity assessment team

	1 Representative from MWDA

	1 Representative from Enviros Consulting

	1 Representative from Eversheds

	1 Representative from Ernst & Young


Apart from where described differently the submissions will be rated against the following scoring matrix for each criteria.

	Score
	Acceptability
	Participant response demonstrates.

	0
	Unacceptable
	The information is either omitted or fundamentally unacceptable to MWDA. 

	1-2
	Poor
	The information submitted has insufficient evidence that the specified requirements can be met and/or does not demonstrate acceptable level of experience and ability.

	3-4
	Fair
	The information submitted has some minor omissions against the specified requirements and/or demonstrates only limited level of experience and ability.

	5-6
	Satisfactory
	The information submitted meets MWDA’s requirements and/or demonstrates an adequate level of experience and ability.

	7-8
	Very good
	The information submitted provides good evidence that the specified requirements can be met and demonstrates a good level of experience and ability.

	9-10
	Outstanding
	The information submitted provides strong evidence that the specified requirements can be met and demonstrates an outstanding level of experience and ability.


Core Criteria for Service Delivery and Technical (30% of overall score)

	Aspect
	Relative Weighting

	Compliance with the Output Specification
	40%

	Does the proposed solution comply with the requirements of Service Outputs 2‑7?
	50%
	

	Will performance against defined targets be achieved?
	20%
	

	Does the proposed solution fully support the MWDA’s waste strategy aims?
	15%
	

	Is there a proven commercial track record of proposed approach/solution?
	15%
	

	Deliverability of Solution
	25%

	Has an adequate Service Delivery Plan and programme (Service Output 1) been included and can this be achieved?
	30%

	

	Has the overall level of risk of delivery of the proposed solution been evaluated and have adequate contingency plans been developed?
	20%
	

	What is the position with land ownership and the likely timetable for site availability?
	15%
	

	Have the site‑specific planning issues been adequately addressed, does the proposed approach adequately manage to reduce any risk to ensure planning success?
	15%
	

	Is the approach to regulatory issues adequate?
	10%
	

	Has sufficient evidence been provided that the Participant has adequate overall capacity and resources available to achieve Contract Award and Financial Close by the due dates?
	10%
	

	Adaptability of Solution
	15%

	Has the proposed solution assessed the potential effect of changes in waste or future legislation?
	20%
	

	How adaptable is the of solution to changes in legislation and economic conditions over the life of the contract?
	40%
	

	How flexible is solution to changes in waste volume and composition?
	40%
	

	Level of Service Provider’s reliance on third parties for performance achievement, i.e. end markets/outlets
	10%

	Does the proposal require securing markets and outlets?
	40%
	

	Are these markets available and proven?
	60%
	

	Any impacts on existing services/systems/WCAs and level of mitigation proposed
	5%

	Has the interface between the collection and treatment systems been assessed?
	20%
	

	Are the levels of compatibility of proposed solution to other existing or proposed contracts relating to waste management acceptable to MWDA?
	15%
	

	How suitable are the access to facilities e.g. location, times, ease of use?
	15%
	

	How acceptable are any of the changes necessitated to existing WCA collection systems over the contract duration?
	20%
	

	How suitable are the mechanisms for monitoring, responding and mitigating any adverse impacts on existing services and collections systems?
	15%
	

	How appropriate are the mechanisms proposed for data recording and information transfer to the Councils?
	15%
	

	Extent of Integration and Partnering with Waste Partnership and approach to interface management, at contract, MWDA and end user levels
	5%

	How appropriate are the proposals for partnership working with the Councils, WCAs and other stakeholders and waste producers?
	50%
	

	How are common goals and objectives to be met?
	25%
	

	How flexible is the proposed approach to improving efficiency, value for money and options for ‘gain share’?
	25%
	


Core Criteria for Sustainability (10% of overall score)

	Aspect
	Relative Weighting

	Does the proposal describe the potential local, environmental, biodiversity and social impacts of the solution proposed and how are these to be mitigated. Impacts should cover (amongst others) energy consumption and carbon footprint.  It is proposed that carbon footprint would be measured using WRATE and that this assessment would make up 70% of the score available for this criterion?
	40%


	How suitable are the sustainability measures proposed for this contract including how they will be delivered, monitored and any corrective action instigated?
	35%

	Does the solution proposed intend to use local markets for products and services wherever possible and encourage sustainable economic growth and employment including skills development?
	10%

	What is the approach to and proposals for continuous environmental improvement to this service provision contract?
	5%

	To what extent does the proposal intend to manage and reduce traffic impacts on the environment throughout the contract duration?
	5%

	To what extent are community and local social/economic benefits demonstrated by the proposed solution?
	5%


Core Criteria for Financial Submissions (40% of overall score)

	Aspect
	Relative Weighting 

	Economic cost
	70%

	Affordability 
	15%

	Financial Robustness
	5%

	Deliverability of Funding Package
	5%

	Compliance with the Payment Mechanism
	5%

	Total
	100%


Economic Cost 

The economic cost to MWDA shall comprise of the following elements:

· the economic cost of the proposed Contract Payment will be calculated by taking the net present cost (“NPC”) of each submission to the MWDA over the life of the Contract using the waste growth profile set out in the tender documentation and the Treasury real discount rate of 3.5%;

· the NPC of any additional costs to the Partnership resulting from the proposed solution, including but not limited to the provision of other waste management services (such as the Waste Management Recycling Contract and the waste collection systems), will be taken into account in the economic analysis;

· where appropriate or material, the economic cost impacts of risks not accepted by each Participant in response to the tender documentation is calculated and added to the NPC by taking the estimated cost impact of each risk that is not accepted, multiplied by the probability of each risk occurring;

· exposure to landfill tax costs resulting from the proposed solution is evaluated by estimating NPC of landfill tax costs in submissions using the following landfill tax scenarios:

	(i)
	Increase in landfill tax by £8 per tonne annually from £24 per tonne in 2007/08 to £48 per tonne by 2010/11 and remaining at £48 thereafter; 
	20%

	(ii)
	As (i) but increase in landfill tax per annum after 2010/11 in line with inflation (Retail Price Index at 2.5% per annum); and
	40%

	(iii)
	As (i) but increase in landfill tax per annum after 2010/11 at £8 per tonne to £80 per tonne by 2014/15 and remaining at £80 thereafter. 
	40%


· exposure to LATS costs resulting from the proposed solution will be evaluated by estimating the NPC of the LATS shortfall of the solution compared to the MWDA/HBC allocation of LATS allowances, assuming a LATS cost of £50 per tonne and the BMW tonnage shortfall identified within the Submission.

The Economic Cost of each Submission shall be evaluated against the mean of the Economic Cost of all Submissions, including the reference project, and then each Submission will be scored in relation to its position to this mean.  The score for each Submission will then be multiplied by a scaling factor between 0.1 and 1.0 based on the robustness of the information and evidence supporting the Economic Cost of that Submission.

The scoring of Submissions against the mean is dependent on the percentage by which the Submission deviates from the mean Economic Cost, in accordance with the following table:

	Band
	Deviation from Mean
	Score

	1
	≥ 15%
	0

	2
	11.5% to 14.9%
	1

	3
	8% to 11.4%
	2

	4
	4.5% to 7.9%
	3

	5
	1.1% to 4.4%
	4

	6
	The Mean and 1% above the Mean
	5

	7
	The Mean and 1% below the Mean
	5

	8
	(1.1%) to (4.4%)
	6

	9
	(4.5%) to (7.9%)
	7

	10
	(8%) to (11.4%)
	8

	11
	(11.4%) to (14.9%)
	9

	12
	≤ (15%)
	10


The scoring will be calculated within each band on a continuum in accordance with the following formula:
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For example - A Solution with a deviation of (3.0%) falls within Band 8 which has a deviation band of between (1.1%) and (4.4%), the score will be:
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The scaling factor will be determined in accordance with the following criteria:

	Score
	Acceptability
	Participant response demonstrates.

	0
	Unacceptable
	The information is omitted. 

	1-2
	Poor
	The information submitted has insufficient evidence that the specified requirements can be met.

	3-4
	Fair
	The information submitted has some minor omissions against the specified requirements.

	5-6
	Satisfactory
	The information submitted meets MWDA’s requirements.

	7-8
	Very good
	The information submitted provides good evidence that the specified requirements can be met.

	9-10
	Outstanding
	The information submitted provides strong evidence that the specified requirements can be met.


Participants should note that the standards used to assess the level of detail of the information submitted will be that which is expected at ISDS and later stages.  Accordingly MWDA recognises that the Economic Cost scores at ISOS stage are likely to be lower than later stages of the procurement process.
Affordability

The evaluation of Affordability will review the comparative affordability of each Submission.  The total Unitary Charge of each Submission will be evaluated against the mean of the total Unitary Charge of all Submissions, including the reference project, and then each Submission will be scored in relation to its position to this mean.  The score for each Submission will then be multiplied by a scaling factor between 0.1 and 1.0 based on the robustness of the information and evidence supporting the Unitary Charge of that Submission.

Submissions will be scored depending on the percentage by which they deviate from the mean Unitary Charge for the first ten years of the Contract, in accordance with the following table:

	Band
	Deviation from Mean
	Score

	1
	≥ 15%
	0

	2
	11.5% to 14.9%
	1

	3
	8% to 11.4%
	2

	4
	4.5% to 7.9%
	3

	5
	1.1% to 4.4%
	4

	6
	The Mean and 1% above the Mean
	5

	7
	The Mean and 1% below the Mean
	5

	8
	(1.1%) to (4.4%)
	6

	9
	(4.5%) to (7.9%)
	7

	10
	(8%) to (11.4%)
	8

	11
	(11.4%) to (14.9%)
	9

	12
	≤ (15%)
	10


The Affordability scoring will be calculated on the same basis and use the same scaling factor criteria as set out in the Economic Cost section above. 

Financial Robustness

The financial robustness of the Submissions will be evaluated against the sub criteria outlined in the table below. 

	Sub criteria
	Relative Weighting 

	SPV/consortium structure, its robustness and the proposed roles in the project
	50%

	SPV/consortium structure guarantees to be in place to support this structure
	

	Credibility of the financial assumptions used
	

	Completeness, quality, and integrity of financial information provided
	

	Acceptable Level of cash throughout the Contract Period
	50% 


	Acceptable Level of distributable reserves throughout the Contract Period
	

	Reasonableness of Rates and margins
	

	Reasonableness of Interest cover ratios
	

	Reasonableness of Debt service ratios
	

	Total
	100%


Deliverability of Funding Package

The financial robustness of the Submissions will be evaluated against the sub criteria outlined in the table below. 

	Sub criteria
	Relative Weighting 

	Suitability of Proposed contract delivery vehicle.
	40%

	Suitability of Debt/equity split for proposed funding solution.
	

	Acceptability of Level of third-party income assumed.
	

	Suitability of Previous funding history of the technology solution proposed by the Participant.
	

	For inter-company funding, the existence of the funding guarantees from the lending entity.
	

	Quality of letters of support from funders and financial advisors as requested.
	

	Extent to which Participants have demonstrated the support of the funder(s), including the requirements of the funder within the project agreement and direct agreement.
	

	Reasonableness of Project/Equity IRR.
	60% 


	Acceptability of terms and conditions of financing and degree of conditionality attached.
	

	Acceptability of terms and conditions relating to any guarantees and other security required to realise financing (including liability caps).
	

	In instances of a ‘corporate finance’ solution being proposed, the value of direct performance-related Parent Company Guarantees provided direct to MWDA, the conditions attached to it, and the credit quality of the entity providing the guarantee.
	

	Extent to which Participants have demonstrated support of all members of the Participant’s proposed consortium, including any amendments required to the draft contract.
	

	Total
	100%


Core Criteria for Legal and Contractual (10% of overall score)

	Aspect
	Relative Weighting

	Acceptability of any departure from HM Treasury Guidance Standardisation of PFI Contracts version 4 (as developed for the waste sector by the 4Ps Waste Procurement Pack and DEFRA Guidance on Permitted Derogations).
	80%

	Acceptance of risk matrix.
	20%


Overall Integrity (10% of overall score)

	Aspect
	Relative Weighting

	Overall assessment of consistency between the service delivery, sustainability, financial and legal/contractual aspects in providing a comprehensive, consistent and deliverable solution.
	50%

	Assessment of risk to achieving overall contractual close
	50%
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