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REPORT OF THE STRATEGIC DIRECTOR OF HOUSING AND PLANNING


TO THE LEAD MEMBER FOR PLANNING 

AND THE LEAD MEMBER FOR CULTURE AND SPORT 

AND THE LEAD MEMBER OF CUSTOMER AND SUPPORT SERVICES

ON 6TH DECEMBER 2004


TITLE:  SALFORD SPORTS VILLAGE, LITTLETON ROAD.


RECOMMENDATIONS:  

1. That the target cost and guaranteed maximum price for Phase One of the Sports Village (the steelwork and substructure works) be approved.

2. That the total estimated cost of the Sports Village as a whole be approved.  


EXECUTIVE SUMMARY:  

It is proposed to construct a sports village on the site of the Littleton Road Playing Fields.  This will be one of the first new construction projects 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 the first stage of this project be approved to enable the scheme to proceed and meet funding deadlines (and in particular completion by December 2005).


BACKGROUND DOCUMENTS: 
Funding bid documents

Funding Award documents


ASSESSMENT OF RISK:  

Medium 

	


THE SOURCE OF FUNDING IS: ERDF, Football Association, FIFA, Football Foundation, New Deal for Communities, Neighbourhood Renewal Fund, Salford City Council, Sport England
	


LEGAL ADVICE OBTAINED: Yes, from Pauline Lewis 

	


FINANCIAL ADVICE OBTAINED:  Yes from Dave McAllister (Group Accountant for Development Services) and John Spink (Head of Finance).
	


CONTACT OFFICER:    Mike Collier                              0161 793 2694

(Architectural and Landscape Design Service)


WARDS TO WHICH REPORT RELATES:  Kersal, Irwell / Riverside, Broughton

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


DETAILS 

1.0
BACKGROUND

1.1 It is proposed to construct a sports village on the site of the Littleton Road Playing Fields in Kersal.  The aim of the ‘Salford Sports Village’ is to create a sporting hub with new changing rooms, artificial turf pitches, community suite, ICT suite, education suite, meeting rooms and office accommodation that will use sport and physical activity as a catalyst to address issues such as health, crime and education as well as providing the top quality state of the art community sports facilities.

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 G&J. Seddon Ltd, and Cruden Construction.

1.3 G&J. Seddon Ltd, has been selected to undertake and construct the Sports Village.

1.4 The Sports village will be the first new building constructed on behalf of the City Council using the principles of ‘Rethinking Construction’.  

2.0
THE RETHINKING CONSTRUCTION APPROACH

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

· The inception and design of the project. (This work was already well underway when the partners were appointed in July.  A major benefit of partnering is the early involvement of the contractor and his ‘buildability’ contribution but in this case such involvement has not been possible.)

· The holding of a partnering workshop involving representatives of the contractor, the client and the design team.  A workshop was held on 20th and 21st October.  

· 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 have been 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 Sports Village 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 Council’s service providers will depend a great deal on the partners working closely from an early stage and a continuity of work being identified for the contractor.

3.0 THE PROPOSAL

3.1 The Sports Village site on Littleton Road has historically been a central venue for football, with up to 18 football pitches, but it is currently without changing facilities and is the subject of flood relief works by the Environment Agency. The provision of new and enhanced play, sports and recreational facilities in the area will provide positive activities for children and young people to improve their health and well being and divert them from their anti social activities and crime.
The Partners visions are as follows:

Salford City Council`s vision is

“To create a City where people choose to live and work”

The New Deal for Communities aim is

“To make Lower Kersal and Irwell/Riverside a place where people want to live, by building a community and future that engages everyone”

The FA vision is

“To use the power of football to build a better future”

The Salford Sports Village project aims:

· To create a community sporting hub

· To regenerate Kersal and Irwell/Riverside area using sport as a tool to engage local people and provide a legacy of quality facilities that is not only accessible and affordable to all but are also diverse enough to have outputs and key objectives in the following areas:

· Sport and Lifelong Learning

· Sporting Infrastructure

· Sport and Health

· Sport and the Environment
3.2 There is a requirement to ensure that the project is completed by December 2005, in the main because of the promise of £160,000 revenue funding from Sport England, which will only be available if the facility is completed on time.

3.3 The process of agreeing a target cost involves an extensive programme of information being supplied to the contractor, who then prices that information as accurately as possible and submits proposed costs for the work to the Council’s quantity surveyors for consideration and discussion as necessary.  

3.4 In order to achieve this completion date G&J. Seddon Ltd, has identified a construction programme that involves the ordering of steelwork by no later than 20th December 2004.

3.5 Unfortunately it was not possible to provide G&J. Seddon Ltd, with all of the information in time for a target cost for the whole project to be agreed (and approved by Lead Member) in time for the 20th December deadline.  In order to achieve the deadline the following course of action is proposed:

· Agreement of the target cost and guaranteed maximum price in respect of steelwork and relevant sub-structure works in time for consideration by the appropriate lead members on or before 6th December.  This would enable a letter of appointment to be issued enabling the contractor to order the steel by the 20th December deadline, undertake the substructure work and erect the steel frame. 

· The full target costs to be submitted to lead members by the beginning of January 2005 at the latest.

3.6 The risks associated with this course of action are as follows:

· The scheme could be shelved and the council be left with an order for steel that is no longer required (low risk, high impact).

· The target cost for the remaining works could result in the scheme costing more than is currently predicted (see paragraph 3.10).  If this occurs it should be possible to revise the proposals and keep the project within the current estimate.

3.7 Other risks involving liquidation of the partner contractor or sub-contractors will apply whichever route is selected.

3.8 The risk of not proceeding with the proposed course of action is that the steelwork delivery date will not be met and the December 2005 completion will not be achieved, with the resultant financial consequences referred to in paragraph 3.2 above.

3.9 The partnership project team has agreed a target cost of £673,404 for this initial work, with a resulting guaranteed maximum price of £707,075.  

3.10 Based on this target cost the total cost of the project as a whole is estimated at £3,810,371 with a Guaranteed Maximum Price of £4,000,899.  This estimated total cost, together with fees, is within the budget available for this project.  

3.11 Both the Council and its partner contractor are on a steep learning curve as far as the partnering process is concerned.  In this case the project has not had the benefit of early contractor involvement.  It is hoped that improvements will be introduced over time, resulting in more efficient working, which will 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.

3.12 A further report will be submitted in respect of the rest of the work as soon as the total target cost and guaranteed maximum price have been agreed.

4.0 FINANCIAL IMPLICATIONS

4.1
As stated earlier, a target cost of £673,404 has been agreed for the initial work.  Based on this figure, expenditure would be phased as follows:

	
	2004/05
	2005/06
	Total

	Target Cost for the Works
	£340,000
	£333,404
	£673,404

	Design Service Fees
	£66,044
	
	£66,044

	Total Target Cost
	£406,044
	£333,404
	£739,448


4.2 Based on the initial target cost, the total guaranteed maximum price (for the works) will be £707,075. 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 £690,240 (plus design fees).

4.3 The total estimated cost of the work (of £3,810,371 plus fees) is within the budget provision.  
5.0 CONCLUSION

5.1 Approval of the target cost and guaranteed maximum price for the steelwork and sub-structure work will enable the contractor to place the order for the steelwork and to mobilise work on site as a soon as possible, with a view to completion by December 2005.

5.2 This is the first partnered new construction scheme undertaken on behalf of the city council 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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