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REPORT OF THE DIRECTOR OF DEVELOPMENT SERVICES

TO THE LEAD MEMBER OF DEVELOPMENT SERVICES

ON THE 29TH MARCH 2004



TITLE : THE BEACON CENTRE


RECOMMENDATION: 

That the lowest tender, in the sum of £1,478, 161, for the completion of the Beacon Centre be accepted.


EXECUTIVE SUMMARY:

Acceptance of the tender will enable the Beacon Centre, a young people's resource centre in Charlestown (commenced on site in 2003) to be completed following the failure of the contractor, Ballast Construction, to complete the project due to that company going into administration.


BACKGROUND DOCUMENTS:

(Not available for public inspection)

Priced tender documents.


ASSESSMENT OF RISK:

Low

	


THE SOURCE OF FUNDING IS:


New Deal for Communities and Capital Programme.

	


LEGAL ADVICE OBTAINED:


Yes, Pauline Lewis.

	


FINANCIAL ADVICE OBTAINED

Yes, John Spink and the Lead Member for Corporate Services
	


CONTACT OFFICER:

David Eames (Architectural and Landscape Design Service).            Tel. No. 0161 793 2776


WARD(S) TO WHICH REPORT RELATE(S):


Pendleton.


KEY COUNCIL POLICIES:

Procurement Strategy


DETAILS: 

1.0
Background

1.1
Following Ballast Construction Plc (who were undertaking the contract works for the Beacon Centre) going into administration in the early stages of the construction works, and in agreement with the Administrators, Deloitte and Touché, the Lead Member for Education granted (on 19th November 2003) authorisation to seek an alternative contractor to complete the works. 

2.0 Further Developments
2.1
A number of contractors from the Council’s select list were invited to tender for the completion works.  Owing to the difficulties and risks associated with a warranted contract, which includes for the new contractor accepting liabilities for the existing partially completed works, only two contractors have submitted tenders.  The costs of these risks are reflected in their prices.

2.2 Tenders were received from (in alphabetical order): -

Bramall Construction



Richardson Projects



2.3
The tenders received were (in numerical order):



£1,478,161.00



£1,624,798.00

2.4
Both companies qualified their tenders and the details have being checked and assessed by the Development Services Directorate. The conclusion following the tender checking was that the lowest tender was valid and should be recommended for acceptance.

3.0 Funding

3.1 It was clear from the tenders received that the interim financial position indicated a significant shortfall in funding of some £650,000.00 that would be needed to complete the works.

3.2 The financial details relating to the anticipated increased cost are as follows:-

	Item
	£

	Lowest Tender 
	1,478,161.00

	
	

	Net Payments made to Ballast Plc before administration
	   493,777.00

	
	

	Professional Fees and Charges
	   172,000.00

	
	

	Site Security Cabin Hire, Plant Changes etc.
	   150,000.00

	
	

	Furniture and Equipment Costs
	   150,000.00

	
	

	Total Anticipated Costs
	2,443,938.00

	
	

	Less Original Funding
	1,792,900.00

	
	

	Anticipated Funding Shortfall
	£  651,038.00


3.3
The project was originally funded in the main by New Deal for Communities (NDC) with a capital grant of £1,750,000.00, together with a contribution of £42,900.00 from the Education and Leisure Directorate. There was some scope to alter the scheme and the specification to reduce costs. Prolonged negotiations took place during the design development period to contain the costs within the available budgets and the size and specification of the scheme were significantly reduced to match the budget. 

It should be remembered that during the design development period in 2002 the NDC office also increased their contribution for funding from £1,275,000.00 to £1,750,000.00 on the understanding that the project should not be compromised in order for it to deliver its stated objectives. The NDC office also stated that this was the upper limit of their available funding.

3.3 It is unlikely that there will be any significant recovery of costs from the Administrator to offset the extra costs of completing the works.

3.4 As can be seen from the above table, the project requires a further £651,000 of funding in order for it to be completed. The value of the expenditure for the partially completed works, together with associated costs, is in excess of this £651,000 figure and If the project were to be abandoned it is probable that NDC would require the repayment of their contributions / expenditure to date.  Hence there is no financial advantage to be gained by not proceeding to complete the project.

3.5 The Lead Member for Corporate Services has agreed to a further £651,000 funding being made available from the 2004-2005 Capital Programme.

3.6 The completion works are currently programmed to start on site in May 2004 and to be completed by the end of the calendar year.  Any delays to the programme would be likely to result in further costs accruing due to on-going site charges and contractual claims.  A decision on whether to proceed is required by early April 2004 at the latest in order to avoid further charges and costs.

4.0
Recommendation

4.1
It is recommended that that the lowest tender for the completion of the Beacon Centre, in the sum of £1,478, 161.00, be accepted

MALCOLM SYKES

Director of Development Services


