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TITLE : Proposed Changes to the Construction Pre start on site process

RECOMMENDATIONS :
1. That the Cabinet  approve the new process of permitting construction projects  to commence on site where the agreed Target Cost falls within the approved budget

2. That the Lead Member note that if the recommendation above is  approved  a separate report will be submitted to  the Cabinet and Council seeking approval to further changes to the scheme of delegation
EXECUTIVE SUMMARY :
This report provides Cabinet with details of a proposed process to be considered which seeks to shorten the Construction Pre-start on site process from the current 12 weeks to  6 weeks.

BACKGROUND DOCUMENTS :
(Available for public inspection)

ASSESSMENT OF RISK
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THE SOURCE OF FUNDING IS

N/A
	


LEGAL ADVICE OBTAINED 

Yes – Pauline Lewis – Principal Legal Officer

 Yes – Graham Chinn – Assistant Director (Administration)

	


FINANCIAL ADVICE OBTAINED
Yes – John Spink – Head of Finance
	


CONTACT OFFICERS :

BILL TAYLOR TEL 0161 793 3603

PAUL MALLINDER TEL 0161 793 3606
WARD(S) TO WHICH REPORT RELATE(S)
All wards

KEY COUNCIL POLICIES

CPA – Use of Resources
Best Value
Modernising Local Government



Performance Management   

Procurement Strategy

Gershon Efficiency Review

Rethinking Construction


DETAILS

1.0 
Purpose of Report

1.1 The Purpose of this report is  for  the Cabinet  to approve the new process of permitting construction projects  to commence on site where the agreed Target Cost falls within the approved budget 

2.0 
Background

Working to the new Re Thinking construction principles is vital to Salford’s  objective of modernizing service delivery for the benefit of customers.

It is only by using these principles that the City Council can demonstrate to the community, to the government and to the Audit Commission that it is  using its resources on construction activity as effectively and efficiently as possible. In addition the recent Gershon Report demands efficiency improvements from local authorities through better procurement practices.

Working to such principles also provides further evidence of what the City Council knows already but needs to demonstrate to others, that it is  a well managed, positive, innovative, forward thinking organization which is at the leading edge of modernization of service delivery.

The report commissioned by the Office of the Deputy Prime Minister and undertaken by Sir John Egan proved that the traditional tendering approach carried with it a number of major weaknesses. These included cost, quality of materials or workmanship , time and relationships.

These problems had largely been created by evolution. Clients were simply not getting what they wanted; a defect free product which met their needs, delivered quickly, on time and on budget, and even when these requirements were met  they were often not getting value for money. 

The way forward was mapped out by Sir John Egan in his report in 1998.The Rethinking Principles are:


Integration, not separation – getting  people working together encouraging them to try to stay together working as a team to improve standards and streamline processes

Quality, not cost alone

Partnering, not confrontation

Innovation, not the conventional 

Performance management

Customer focus

Commitment to people

Use of targets 

Salford is now leading the procurement of construction work which fully embrace these principles and is receiving national recognition as a pioneer. 

3.0 The Current Process using traditional Tendering Methods.

The process chart at Appendix 1 shows that for traditional competitive tendering the process from receipt of tenders to the contractor starting on site takes about 12 weeks. A significant part of this unduly lengthy process is the obtaining of Lead Member approval to the tender even if the tender is below the Council approved budget for the scheme.

4.0 The Process under Partnering if Current practice continues to be adopted.

The new partnering system replaces the old tender amount  with the agreement of a Target Cost with the partner constructor. Whilst this may save perhaps a week or so on the old system, Appendix 2 shows that, unless a change to the Lead member approval process is adopted in situations where the Target Cost is below the Council approved budget for the scheme, then  there is still a very lengthy 11 week pre start on site process. We have therefore reviewed  whether an improved process can be implemented which retains good practice yet streamlines the system and offer a proposal for consideration. 

5.0 Proposal for Consideration 

At an appropriate stage following the identification of a scheme, together with its funding source, the following action should be taken:

· A report to the appropriate service Lead Member together with a completed proforma seeking Capital Expenditure Approval  which shall be submitted to the Lead Member for Customer and Support Services. 

If this information is available when the budget is approved then the above actions shall be taken soon after that approval.  

Lead Member(s) will be requested to approve four items on each scheme 
1. The justification/need for the scheme.

2. The  budget figure for the scheme or, if known, its estimated cost  (the preparation of the budget figure needs to have extensive design team input if it is to be reliable for this purpose) 

3.
The source of funding for the scheme.

4. Approval to commence the scheme on site, provided that at the time the target cost is agreed there is provision for that Target Cost within the appropriate budget 

This report will incorporate expected start and finish dates and a cash flow projection. It will also state to which construction partner the work has been allocated.

As part of the monthly revenue and capital monitoring reports submitted to Lead Members by the service accountants, a simple listing of the contracts let with construction partners will be made available. The report will also include details of any contracts where the Target Cost has been, or appears likely to be, significantly exceeded.  Project managers may be required to report separately and in more detail on how such overspendings have occurred. 

In exceptional circumstances it will not be possible to follow this general approach, in which case Target Costs will need to be reported individually to the appropriate Lead Member and the Lead Member for Customer and Support Services for approval. Such circumstances will include the following situations, although there may be others :-

· Where the Target Cost exceeds the budget available ;

· Where grant funding for a project has not been confirmed by the grant-providing body (NB. If there is a high degree of certainty that grant will be provided it would be possible, in consultation with the Director of Customer and Support Services/Head of Finance to include the project in the proposed arrangements set out above and flagged in the report) ;







 

· Where there is a revenue implication associated with a capital project and that implication has not either been explicitly considered and provided for as part of the revenue budget setting process or by the service Lead Member ;

· Variations to the capital programme or maintenance programmes.

It is also proposed that the Scheme of Delegation be amended to authorise the appropriate service director to progress the project without a further decision of the political leadership.

6.0 Benefits of the Proposed Process

This proposed new process is very much streamlined from the current process and will mean;

1. A shortening of the pre start process by 5- 6  weeks resulting in a much faster start on site and consequently  bringing forward the completion date which will be of major benefit to building users 

2. Efficiency savings in terms of staff time/costs for report writing and attending meetings ( a Gershon efficiency measure)

3. Improved ability to achieve annual expenditure targets.

4. The  new process will vastly improve the constructor’s labour mobilization planning and materials ordering work as it will enable both resources to be secured at the earliest possible opportunity to the ultimate benefit of the City Council.

The proposed new process is shown in the form of a process map at Appendix 3

Malcolm Sykes

Director of Housing and Planning Services

Alan Westwood

Director of Customer and Support Services
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