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REPORT OF THE STRATEGIC DIRECTORS OF CUSTOMER AND SUPPORT SERVICES, HOUSING AND PLANNING AND COMMUNITY HEALTH AND SOCIAL CARE

TO: 

LEAD MEMBER FOR PLANNING ON: 
24TH APRIL 2006

LEAD MEMBER FOR CUSTOMER AND SUPPORT SERVICES ON 24TH APRIL 2006 

LEAD MEMBER FOR CULTURE AND SPORT ON 24TH APRIL 2006

TITLE: NHS LIFT: PROPOSED ECCLES DEVELOPMENT: DEMOLITION AND RELATED ENABLING WORKS
RECOMMENDATIONS:  

Lead Member for Culture and Sport:

· That authority be given to progress demolition of the Eccles library extension as advanced works in preparation for the proposed LIFT development.

Lead Member for Planning:

· That authority be given to progress demolition of the Eccles library extension as advanced works in preparation for the proposed LIFT development. 

· That exceptions to paragraph 4 of the contractual standing orders (part 4: section 7 of the council constitution) be made.

· That authority is given to negotiate with a firm from the standing list of contractors for demolition of the Eccles library extension and 11 Corporation Road.

· That authority be given to appoint G & J Seddon Ltd to carry out works to the gable wall of the Carnegie building, as an extension to the existing phase one works contract.

· That authority be given to appoint Laing O’Rourke Northern Ltd to carry out a foundation proof dig of the building sites

· That, subject to the total cost being within the £278,500 budget for all phases of the work, authority is given to commence the scheme on site.  

Lead Member for Customer and Support Services:

· That authority be given to progress demolition of the Eccles library extension as advanced works in preparation for the proposed LIFT development.

· That exceptions to paragraph 4 of the contractual standing orders (part 4: section 7 of the council constitution) be authorised.

· That the proposed expenditure be noted. 

EXECUTIVE SUMMARY:

Negotiations with LIFTCo on the costs of all the LIFT schemes are well advanced.  It is currently anticipated that financial close for Eccles will be achieved on 2nd August 2006.

It was anticipated that demolition of the 1960’s extension would only be undertaken after financial close, given the high cost to the council should the LIFT project not proceed.  However, detailed discussion with LIFTCo has concluded that there would be significant savings on the future lease-plus costs if the demolition could be progressed in advance of financial close.  Although there are significant risks to the council, it is proposed that the demolition should now be progressed.

It has yet to be decided whether the council or PCT should act as client for each LIFT enabling contract.  In order to maintain flexibility, authority is sought for the council to act as client for all contracts.  

The majority of the work would be let to firms on the council’s standing list of contractors.  However, authority is sought to waive standing orders to allow nominated contractors to carry out specific elements of the work.

BACKGROUND DOCUMENTS:
Tender drawings.

ASSESSMENT OF RISK:  High.

There is a risk that this work would be abortive, in the event that the LIFT project does not proceed. Although this risk is considered to be acceptable, the consequences would be significant.  In the event that the LIFT proposals did not proceed, it would be necessary to repurchase the site from the PCT and replace the demolished extension with a new building in order to restore the existing library service.  This would be a lengthy process, as designs would have to be prepared from scratch.  No estimate has been made of the financial costs.  The risk falls solely on the council.

There is a high risk of delay and cost inflation to the larger LIFT project if this work is not carried out at the earliest opportunity.

SOURCE OF FUNDING: Council capital receipts as part of the LIFT partnership.

LEGAL IMPLICATIONS:
Reviewed by Ian Sheard

FINANCIAL IMPLICATIONS; provided by Chris Hesketh, PGA

The lease cost of the LIFT 1C project for the four sites is predicted by a financial model containing whole life expenditure and income flows for the scheme.   The partners have worked together to ensure that the Salford CC and Salford NHS PCT revenue affordability limits are contained within the lease cost predicted.  

The Salford CC affordability limit (and modelled cost) is c.£1.3m pa.  This is the lease cost contained in reports to cabinet in early 2004, updated by inflation.  For the model to achieve this affordability level partly depends on certain scheme works, particularly preparatory works, such as those detailed in this report, being funded outside of the model by a combination of government grant (“enabling finds”) and contributions from the public sector partners, ie the Council and the PCT.  

Initially, these preparatory works will be financed by the Council in order to ensure that the projects progress.  Essentially this will mean utilising capital receipts until receipt of enabling funds and Salford NHS PCT contributions.  The eventual aggregate contribution by the Council to these preparatory works will be c.£1.2m.

COMMUNICATION IMPLICATIONS:

CLIENT IMPLICATIONS:


PROPERTY:

The provision of accommodation for customer service centres and libraries through the delivery of LIFT developments in Walkden, Eccles, Swinton and Pendleton is a corporate objective identified as a  “Key Issue” included in the Council’s Asset Management Plan 2005 – 2006. The enabling works contract for the Eccles scheme is a step in achieving this objective.
HUMAN RESOURCES:
Not applicable at this stage.

CONTACT OFFICERS:


Andrew Pringle, Customer and Support Services: 0161 793 2968

Robin Culpin, Community Health and Social Care: 0161 793 2210

Barry Whitmarsh, Housing and Planning: 0161 793 3645

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

KEY COUNCIL POLICIES:

· Salford Partnership Community Plan 2001 – 2006

· Pledge 3 A Clean and Healthy City

· Annual Library Plan

· Asset Management Plan 2005 – 2006
1 BACKGROUND
1.1 The MaST LIFT Company is to build a new community building in Eccles that will be leased and occupied jointly by the city council and Salford Primary Care Trust.  

1.2 The proposed development involves the construction of a new three-storey building as an extension to the Carnegie building.  This replaces the existing 1960’s extension.  Car parking for the new building is to be on the site of 11 Corporation Road, last used as a social services office.  Both buildings are in the ownership of Salford PCT, having been sold by the council in 2004.  

1.3 Planning permission and listed building consent for the LIFT proposals, including the demolition works, were granted in March 2006.

1.4 Under the terms of the LIFT contracts, whilst construction of the building is the responsibility of the LIFT Co, enabling works are the responsibility of the PCT and city council.  It was originally intended that the work be procured through the LIFT Company, and funded through the lease-plus payment.  However, it has now been determined that it is more cost effective for it to be procured directly.

1.5 On 30th January 2006, lead members approved proposals for a first phase of enabling works, which will allow the separation of the original Carnegie building from the 1960’s extension to allow later demolition of the extension.  Authority was given to negotiate with one of our partnering contractors and, subject to an agreed target cost being within the £65,000 budget for this phase of the work, authority was given to commence the scheme on site.  

1.6 Public notice of the temporary closure of the library, for the duration of the enabling works contract has been given.  The library closed on 22nd April 2006.

1.7 Temporary accommodation for groups who used the community rooms has been provided at the Link Centre, Chadwick Road, Eccles, from 3rd April 2006 until the community rooms in the new LIFT building are available.

1.8 Contract documentation for the enabling works has been issued to the selected contractor, G & J Seddon Ltd.  It is anticipated that the submitted target price will be within the agreed budget, in which case, the contract is due to start on site by the end of May 2006.  It is anticipated that the contract will be completed in time to allow reopening of the library, in reduced form, in July 2006. 

1.9 Negotiations with LIFTCo on the costs of all the LIFT schemes are well advanced and there is now a high level of confidence that all four proposed buildings can be delivered at costs acceptable to the council and PCT.  It is currently anticipated that, subject to the approval of Partnerships for Health and the Strategic Health Authority, and subject to the final legal and financial proposals being acceptable to all parties, financial close for Eccles will be achieved on 2nd August 2006. 

1.10 Under normal LIFT procedures, the council would, at the end of the lease-plus contract, have the option to either extend the lease or to acquire the freehold of the area occupied.  It is anticipated that, in the case of Eccles, the final legal and financial proposals will also include a put option in favour of LIFTCo, requiring SCC to purchase the freehold of the whole building.  This is a practical solution given the level of integration between the Carnegie and LIFT buildings.  It also allows a significant saving on the lease-plus costs.  A full report on this issue will be made as part of the report on the financial close proposals.

2 PROPOSALS

2.1 It is proposed that contracts for a further phase of enabling works are let, for the demolition of both 11 Corporation Road and the library extension.  The proposals also include works to the gable wall of the Carnegie building and site investigations of the cleared sites.

2.2 At the time of the previous report, it was anticipated that demolition of the 1960’s extension would only be undertaken after financial close, given the high cost to the council should the LIFT project not proceed.  However, detailed discussion with LIFTCo has concluded that there would be significant savings on the future lease-plus costs if the demolition could be progressed in advance of financial close. 

2.3 There are significant risks to the council in this approach.  In the event that the LIFT proposals did not proceed, it would be necessary to repurchase the site from the PCT and replace the demolished extension with a new building in order to restore the existing library service.  This would be a lengthy process, as designs would have to be prepared from scratch.  No estimate has been made of the financial costs.  The risk falls solely on the council.

2.4 Nevertheless, it is considered that, given the advanced stage of negotiations with LIFTCo, the risk is outweighed by the financial benefits to the LIFT scheme.  The additional costs should demolition be delayed are such that the whole LIFT package is likely to be unaffordable. 

2.5 It is anticipated that demolition work would start in June and be complete before anticipated financial close on 2nd August.

2.6 Enabling works are due to be carried out for the LIFT projects at Eccles, Pendleton and Walkden.  It has yet to be decided whether the council or PCT should act as client for each contract.  In order to maintain flexibility, authority is sought for the council to act as client for all contracts.  In these cases, the council would be acting on behalf of the PCT, as part of the LIFT partnership.

3 SCHEME AND CONTRACTUAL DETAILS

3.1 The demolition contract involves the removal of asbestos from both buildings, demolition of the buildings, removal of all foundations and back-filling with clean material.  This work will be let to a firm from the council’s standing list of demolition contractors.  However, in order to meet the LIFT programme, authority is sought to waive standing orders to allow a price to be negotiated instead of seeking competitive tenders.

3.2 The design of the new LIFT building includes two new openings through the gable wall of the Carnegie building: a first floor link to the Carnegie balcony and a ground floor link between two office areas.  At the time of the previous report, it was anticipated that this would be carried out as part of the final phase of works.  However, a review of the building programme suggests it should be carried out in advance of the LIFT building contract.  It is proposed that this work be contracted to G & J Seddon Ltd as an extension to the existing phase 1 contract.  This work can be managed as a natural extension to the existing contract and it would be impractical for a separate contractor to carry out the work.

3.3 The final element of the scheme entails exploratory foundation proof dig of the footprint of the building to a depth of 3.0 metres,.and removal or treatment of any obstacles to building construction encountered in the excavation.  

3.4 It is proposed that standing orders be waived to allow Laing O’Rourke Northern Ltd to be appointed to carry out this final element of the scheme.  Laing O’Rourke Northern Ltd need to give warranties to LIFTCo as to the construction of the buildings; this in-turn will rely on the accuracy and completeness of the exploratory site excavations.  If another contractor were to carry out this work, there would be a need for additional warranties to be made between that contractor, the council or PCT as client and Laing O’Rourke.

4 COST ESTIMATE

4.1 Full details of the works are still being refined.  The estimated budget cost of the scheme is summarised as follows:

	Breakdown of Scheme Cost
	Cost     



	Demolitions
	£100,000

	Gable Wall works
	£25,000

	Foundation Proof Dig
	£100,000

	Contingencies
	£50,000

	Design and Supervision Fees 
	£3,500

	Grand Total
	£278,500


4.2 The allowance for the foundation proof dig is exceptionally high to allow for uncertainty as to what remedial works may be required.  The allowance for contingencies is also high to account for the level of uncertainty over the scheme.
5 CONCLUSIONS

5.1 The proposed LIFT scheme in Eccles, with the complementary refurbishment of the Carnegie building, will create a unique landmark building in the city and allow significant improvement in service delivery.  

5.2 It is considered that the benefits of fast tracking this contract outweigh the risks and justify a departure from standing orders.

	Alan Westwood

Strategic Director of Customer

and Support Services
	Anne Williams

Strategic Director of Community Health 

and Social Care


Malcolm Sykes

Strategic Director of Housing and Planning
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