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Category Questions 

 
1. Please describe the procurement innovation or initiative that your organisation has 

introduced, and the problem or challenge it sought to resolve. 

 

 PROCUREMENT INNOVATION: Early termination of a Design Build and Operate Leisure 

Public, Private, Partnership (PPP) and providing an improved Leisure offer, whilst turning a 

£1.8m annual charge into a tender opportunity for the Council to receive a £500k plus 

annual income stream.  

 PROBLEM/CHALLENGE:  In 2006 Solihull Metropolitan Borough Council (SMBC), entered into 

a public private partnership (PPP) to replace one out-of-date sports centre (Tudor Grange) 

and refurbish another (North Solihull). Whilst an attractive deal at the time, the existing 

inflexible contract made it difficult for SMBC to be more innovative with the service 

offered.  

 SOLUTION Both of the centres were making an overall profit, the benchmarking provisions in 

the contract,  site inspections and a stock condition survey provided enough information for 

the Council to estimate the real cost of maintaining the centres. This indicated that there 

were significant savings to be made if the contract were terminated. Next we needed to 

understand the contractual provisions to calculate the early termination compensation fee, 

estimated at £15.2m,how that figure could be funded, and other risks needing to be 

considered e.g. tax etc. The introduction of new financial flexibilities provided in the 2015 

financial statement presented an opportunity to fund the compensation fee through the 

provision for local authorities to use capital receipts from the sale of assets to fund the costs 

of service reform.   

 : To deliver an Enhanced Leisure Offer at a reduced cost we designed three workstreams; 

a. Termination of the current contract and funding the settlement figure  

b. Interim management arrangements without affecting services to customers  

c. Re-tendering for a new operator contract using the Concessions Contracts 

Regulations 2016 (CCR16) 

 

Due to the uncertainty around negotiating an interim contract for a reasonable cost, we developed 

“Plan B” where Solihull provided the service itself through a wholly owned company. 

2. What aspects of the innovation or initiative have been particularly imaginative, 

unique, creative or ground-breaking, and how does it demonstrate a real advance both 

in terms of the delivery of the requirement and within procurement?  

 



 Terminating a 30 year Leisure PPP contract had not been done previously using the 

provision of the 2015 financial settlement to cover part of the compensation fee. This 

could have a major impact on the public sector leisure market as other Councils will be 

keen to make the significant savings made by SMBC through terminating their own 

PPP/PFI contracts. 

 Using the CCR 2016 to enable clear dialogue with leisure operators was both creative 

and innovative. Early dialogue with prospective bidders, followed by formal dialogue 

sessions having seen the proposed contract and draft tender documents, shortened the 

number of dialogue sessions required. This saved both officer and bidder time as the 

entire procurement took a year.  

 Early market engagement and clarity of information provided by the Council, with 

formal dialogue based on the draft documents including the enhanced specification, 

ensured that potential issues were dealt with before receiving the Best and Final Offer. 

Equally, the finalised terms and conditions were released with the draft tender 

documents so all operators knew exactly what they were tendering for and the 

requirements of the contract. 

 The council agreed a 50%/ 50% price/quality weighting demonstrating the authority is 

not just interested in maximising income. This is unique in the current market where 

tenders for leisure centres are based on a 70%/30% price/quality weighting. This 

encouraged tenderers to offer service enhancements with a strong emphasis on health 

and wellbeing to improve the lives of local residents.   

 The council has taken the innovative step of insourcing building maintenance, leaving 

the new operator to focus on their core business. Confidence has also been given to the 

tenderers as the saving made from the termination is being placed into a building 

maintenance reserve ensuring that the council will continue to carry out the necessary 

work with the required funding. 

3. What level of market engagement did you implement, to encourage bidders to offer 

an innovative solution to help you deliver the contract and how successful was this 

process?  

a. Advertising within Leisure Management ezine 

This gave full coverage of the leisure industry from the outset on a high profile 

platform. This was very successful resulting in 8 suppliers attending pre-market 

engagement meetings including smaller operators who were just beginning to 

expand their business. 

b. Pre market engagement 

Meetings took place in June 2017 which gauged the interest of the operators, their 

thoughts around the timetable and what could be done to ensure the tender would 

meet the objectives set by the council. Extremely positive feedback was received 

from leisure operators on the detailed information provided and the proposed 

procurement process This proved to the Council that the offer was attractive to the 

market and that we could achieve our enhanced service offer and income potential.  

c. Pre tender dialogue 

The council provided draft ITT documents with the SQ and invited detailed feedback. 

Those shortlisted were invited to pre-tender dialogue meetings where their 

feedback around the documents was discussed. This was pivotal in establishing a set 



of tender documents that allowed operators the freedom to include innovation in 

their submission in a manner that could be evaluated effectively. The support from 

specialist leisure consultants, was particularly helpful as their detailed knowledge 

allowed the council to challenge leisure operators on propositions that were not 

necessarily in the best interest of the council.   

Early in dialogue the Council made it clear that although there was opportunity for 

future capital investment, this would not be included in the tender specification as 

different offers would be impossible to evaluate. Discussions will be held with the 

successful bidder to identify opportunities for further investment (potentially 

Council funded) based on a business case for return on investment.  

 

4. What aspects of the innovation or initiative have been the most challenging to 

overcome, and how has this been achieved?  

a. Getting relevant information from the existing PPP leisure operator to be able to decide 

if the terminating the contract would be feasible.  

This information was gathered through the benchmarking provision in the original 

contract. The termination process itself and subsequent interim contract gave further 

detailed information which could be shared with prospective bidders for the operating 

contract e.g. TUPE information 

b. Ensuring a level playing field for the evaluation of tenderers 

This was particularly challenging for two reasons: 

 the different leisure operators each had different company structures which 

gave them access to different business rate relief or VAT exemptions.  

 they each had innovative ways to maximise income generation e.g. energy 

saving measures, minor and major capital investment.  

The first issue was dealt with by the Council agreeing to pay the business rates as 

the Landlord of the property, although nothing could be done regarding different 

VAT opportunities. 

Secondly the Council agreed to take on energy price risk and provided the bidders with an estimated 

tariff rate that they would pay against which they all bid. The tender stated that any minor capital 

investments would have to be funded by the contractor. Major capital investment opportunities 

were removed from the tender process to be discussed and agreed with the successful bidder once 

the contract is in place.  

5. What were the expected outcomes of the innovation or initiative, and what success 

has been achieved to date? Please provide evidence of specific targets set, feedback 

received and performance or other measurable benefits achieved.  

Expected outcomes and achievements are 

a. A substantial improvement in the quality of service offered. Achieved through enhanced 

specification and offer from successful bidder 

b. Better health and wellbeing for the borough through:  



• GP referral and long term condition exercise rehabilitation services including cancer, 

cardiac, MS, Parkinson’s and better breathers; 

• People with disabilities including community and leisure centre based sessions across 

activities such as archery and cycling; 

• Women and girls – through our Solihull Girls Can programme; 

• Older people including a walking programme led by volunteers and gentle exercise classes 

at community venues; 

• Overweight children and their families; 

• The support of local talented athletes through our leisure facility access scheme, 

• The support of the sports and physical activity community and voluntary sector through 

grants, training and an awards evening. 

Achieved - The appointed leisure operator will assist in the delivery of this programme and make 

significant contributions to the direct delivery of exercise referral and rehabilitation in particular 

c. Ensuring centres stay open to the public through termination and appointment of the new 

leisure operator.  Achieved already through the interim contract and the award of the new 

operator contract 

d. A significant concessionary income to the council Achieved - At the time of writing we have 

submitted our award recommendation report to Councillors and can confirm that the 

successful bidder meets the requirements of the council and that we are on track to make a 

multimillion pound saving over the  life of the contract (a potential further 20 years) with the 

maximum annual income stream asked for in the tender (£500k plus) whilst also providing 

an enhanced service to our local residents.  

 

6. How has your organisation spread the benefit of this initiative or approach to other 

organisations or stakeholders, and with what effect? Has the innovation or initiative 

been adopted by any other organisation? 

 

a. We are the first local authority to terminate a privately funded PPP for leisure 

services using the provision of the 2015 financial settlement to fund the termination 

compensation fee.  This will be of great interest both in the leisure market and to 

other local authorities wishing to make a similar level of savings. 

b. We’re currently submitting for awards and putting articles together for relevant 

publications to make other LA’s aware of what’s possible, the best practice we have 

established and to share our significant learning. 

c. Before we terminated we worked closely with Portsmouth Council who had 

terminated their self-funded leisure partnership and shared similar issues found 

with stock condition survey outcomes which helped them negotiate better 

outcomes with their outgoing maintenance contractor. 

d. If our approach is adopted by other local authorities, there could be a significant 

impact on the Leisure PPP/PFI market as the substantial savings that we have made 

are clearly the additional profits that were being made by the PPP/PFI contractors 

on an annual basis. With Local authority’s access to prudential borrowing and now 



the ability to reinvest capital receipts into transformation projects there would 

appear to be no reason for the PPP/PFI contract structure to be used in the future. 

e. We have delivered an enhanced leisure services offer at lower cost with agreement 

from Members that the savings and increased income can be reinvested in further 

enhancing the leisure offer and the leisure centres themselves 

f. Since termination discussions began in March 2017 and throughout the interim 

service contract to date, there has been no increase in the number of complaints 

received from the public regarding leisure services. This strongly suggests that the 

major changes to the funding structures, maintenance, operator and catering 

contracts has not been noticed by our customers.  


