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REPORT OF THE STRATEGIC DIRECTOR OF HOUSING AND PLANNING


TO THE LEADER MEMBER FOR HOUSING

ON 11TH NOVEMBER 2004


TITLE:  BLOCK IMPROVEMENTS TO PROPERTIES IN ‘THE WEASTE PHASE 3.


RECOMMENDATIONS:  

1. That the proposed Block Improvement of the ‘Weaste Phase 3’ area be approved.

2. That the target cost and guaranteed maximum price for Phase Three be approved.


EXECUTIVE SUMMARY:  

Weaste has been identified as a priority for improvement and a three phased block improvement programme is being undertaken in the area.  This will be one of the first block improvements to be undertaken using the ‘Rethinking Construction’ approach.  The work will be undertaken by G & J Seddon Ltd, one of the Council’s two partner contractors for this category of work.  It is proposed that a target cost and guaranteed maximum price for this third and final phase of improvement work be approved to enable the scheme to proceed.


BACKGROUND DOCUMENTS: 
Private Sector Housing Programme Internal Resources.


ASSESSMENT OF RISK:  

Low 

	


THE SOURCE OF FUNDING IS: Housing Market Renewal Fund and Internal Resources.

	


LEGAL ADVICE OBTAINED:  from Pauline Lewis 

	


FINANCIAL ADVICE OBTAINED:  Yes from Nigel Dickens
	


CONTACT OFFICER:    Mike Collier                              0161 793 2694

(Architectural and Landscape Design Service)


WARDS TO WHICH REPORT RELATES:  Weaste


KEY COUNCIL POLICIES:  Procurement Strategy and the Rethinking Construction Implementation Strategy.


DETAILS 

1.0
BACKGROUND

1.1 The Weaste area has been identified as a priority for housing improvement and a programme of block improvement is underway.  The area is also within the Private Sector Housing Programme Internal Resources area.  

1.2 In July this year, in accordance with the Council’s Rethinking Construction Implementation Strategy, two contractors were appointed as the Council’s partners for building construction work with a value between £500,000 and £5,000,000.   The contractors were Seddon Construction and Cruden Construction.

1.3 It is now proposed to undertake work on Phase 3 of the Weaste area.  This phase is bounded by Tootal Road, Tootal Drive, New Cross Street and Kennedy Road.

1.4 G & J Seddons Ltd has been selected to undertake the work at ‘Weaste Phase 3’.

2.0
THE RETHINKING CONSTRUCTION APPROACH

2.1 In essence the ‘Rethinking Construction’ Approach involves the following key stages:

· The surveying of the properties (the survey work is complete).

· The holding of a partnering workshops involving representatives of the contractor, the client, residents and the design team.  Because of the advanced stage of a number of block improvement proposals (i.e. ‘The Arrowhead, Littleton Road and Weaste’) a joint workshop was held on the 11th and 12th October.  Unfortunately it was not possible for any resident representative to attend.

· The agreement of a target cost and guaranteed maximum price (additional costs and savings not resulting from a client variation will be shared between the Council and the contractor, the contractor normally bearing any costs above the guaranteed maximum price).

· Construction Work and the monitoring of performance against key performance indicators (some of the contractor’s profit is dependent on achieving 4 targets relating to customer satisfaction, time predictability, the elimination of defects and the avoidance of accidents).

2.2 The decision to incur expenditure in excess of £100,000 is a Key Decision, which requires the approval of the relevant Lead Member.  Proposals are currently being prepared, for consideration by Cabinet, for the revision of standing orders to enable that key decision to be taken as early as practicable, to avoid delaying the start on site.  In the meantime, however, Lead Member Approval is required for the target cost and guaranteed maximum price in respect of the ‘Weaste Phase 3’ scheme.

2.3 Management mechanisms are being put in place to monitor the performance of the partnership over its 5 year term and these will result in periodic performance reports being made to Lead Member.

2.4 The success of the partnership and the benefits it will bring to the Housing Service and the City’s residents will depend a great deal on the partners working closely from an early stage and a continuity of work being identified for the contractor beyond the normal annual programming cycle.

3.0 THE PROPOSAL

3.1 It is proposed that the refurbishment work will include the following:

· Repair of window and door frames [to front of property only]

· New rainwater goods and fascias [to front and rear of property]

· Re-pointing and repair of brickwork [to front of property only]

· Renewal of bay roofs as required

· Brickwork cleaning [to front of property only]

· Renewal boundary walls [to front of property only]

· External painting [to front of property only]

3.2 The partnership project team has agreed a target cost of £657,995.  The guaranteed maximum price is therefore £690,895.   

3.3 The target cost represents a unit cost of £8,892 per house.  This compares with the estimated cost, based on previous competitively tendered schemes, of £7,120.  

3.4 The increase in the unit cost has largely resulted from the following:

· The provision of a security guard on a part-time basis outside normal working hours (security has not been provided on previous schemes, the contractor taking the risk).

· The provision of more site facilities than on previous schemes.

· An increase in the amount of management / supervision by the contractor (a brickwork foreman has been allowed for in addition to the site foreman, together with a trade supervisor 1 day per week). This should increase the efficiency of the project and the quality of the finished product.

· The provision of a resident liaison officer to work on the project 2 days per week (not previously provided).  Resident liaison was previously undertaken largely by the clerks of works.

· The need for additional scaffolding and security fencing to enable more work to be undertaken at one time, necessary to achieve the tight programme.

3.5 Whilst there is clearly still scope for reducing the unit costs, it is considered that this would be counter-productive in terms of customer satisfaction and quality.

3.6 The target cost now agreed by the partners is considered to be reasonable under the circumstances.  It is hoped that, based on experience in implementing this scheme, future target costs will be able to be reduced.

3.7 Both the Council and its partner contractor are on a steep learning curve as far as the partnering process is concerned and it is hoped that improvements will be introduced over time, resulting in more efficient working, which will reduce the unit cost and / or represent better value.  In particular partnering will bring the following benefits:

· A long-term relationship between the council and the contractor working to deliver improvements over a five-year period. 

· Improved local employment and training.

· Improved finishing times with less disruption to residents and fewer defects.

· Improved health and safety.

· Better quality of work. 

· Enhanced customer satisfaction.

4.0 FINANCIAL IMPLICATIONS

4.1 As stated earlier, the target cost for the work is £657,995.  Based on this figure the total target cost, including fees, will be £729,189.  This expenditure would be phased as follows:

	
	2004/05
	2005/06
	2006/07
	Total

	Target Cost for the Works
	£209,362
	£448,633
	£0
	£657,995

	Design Service Fees
	£14,748
	£54,446
	£2,000
	£71,194

	Total Target Cost
	£224,110
	£503,079
	£2,000
	£729,189


4.2 Based on the target cost, the total guaranteed maximum price (for the works) will be £690,895.  As explained earlier, if the actual cost exceeds the target cost the contractor and the council will share that additional cost up to the guaranteed maximum price.  The maximum cost that the council could have to fund would therefore be £674,445 (plus design fees).

4.3 The target cost is higher than the current capital programme provision by £131,189. The impact of the increased costs will be in 2005/06 and it may be necessary to defer other proposed new starts to provide a balanced programme in 2005/06.  

5.0 CONCLUSION

5.1 Approval of the target cost and guaranteed maximum price will enable the contractor to take steps to mobilise work on site as a soon as possible and maximise expenditure in 2004/05.

5.2 This is one of the first partnered block improvement scheme undertaken within the city and lessons will be learned from it, together with the other projects in this year’s programme, which will lead to improvements and greater clarity of approach in subsequent schemes.  

MALCOLM SYKES

Strategic Director of Housing and Planning
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