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1. P UR P O S E  

1.1  T he purpose of the R eview was  to confirm s election of the bidder(s ) with whom to 
negotiate a contract to des ign and cons truct meas ures  to relieve congestion at B ank 
S tation. 

1.2  T his  R eview by the E E  and IIP AG  did not cons ider the full scope of C orporate G ate 
D . It addres s ed jus t one line of inquiry i.e. P rocurement and C ommercial. T he K ey 
C hallenges  that this  line of inquiry mus t ans wer are 

• s upplier chos en demons trates  bes t value for money 
• legal and procurement policy requirements  have been followed 
• arrangements  in place for managing s uppliers  pos t-contract award 
• ris ks  have been effectively as s es s ed 
• cons equences  of procurement s trategy for long-term contracts  have been cons idered                                                       

1.3  In addition the R eview cons idered the impact of the s election of the lowes t T arget 
C os t contractor on the E s timated F inal C os t. 

 

2. A D VIC E  O N T HE  A D E Q UA C Y  O F  T HE  P R E -G A T E  R E VIE W P R O C E S S  

2.1  IIP AG  cons idered the project analys is  and review proces s es  to be a s ignificant s tep 
forward; s etting a good example for other projects . T he evaluation of the bids  has  
been carried out with rigour and there is  evidence that the judgements  and 
conclus ions  drawn are well documented. 

2.2 IIP AG  and the E E  were given access  only to the L U preferred bidder’s  documents  on 
April 11 and again on April 18when they were als o informed of the T arget C os t 
s ubmitted by the 3 other bidders , the “normalis ation” and quality s cores  of the bids , 
leading to the P roject T eam’s  s election of the C ontractor offering bes t value. IIP AG  
is s ued its  initial findings  on April 12 and reported further on April 22. T he bid 
documents  s ubmitted by the 3 other bidders  were not made available to IIP AG . 
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2.3 T he IIP AG  initial findings  and report drew attention to the lowes t T arget C os t 
C ontractor’s  bidding s trategy of offering lowes t firs t price s upported by 
as s umptions ,qualifications  and conces s ions  agains t L U s tandards .It als o highlighted 
the importance of the “normalis ation” of the T arget C os ts  to give P roject P rices  and 
evidence to s upport the deliberations  of the asses s ors . 

2.4  O n May 02 the P roject T eam dis closed details  of the “normalis ation” and pres ented 
evidence of the judging of quality. 

 

3. A D VIC E  O N T HE  IS S UE S  ID E NT IF IE D  F R O M T HE  R E VIE W. 

3.1 T he T arget C os ts  s ubmitted for D es ign and C ons truction were£224m, £251m, £272m 
and £373m. T he P roject T eam’s  es timate for des ign and cons truction dated 13 
J anuary 2012, tabled at the time of the G ate R eview, was  £389m. It is  thought that 
this  es timate includedsome work by others  and the P roject T eam made it clear at the 
R ail and Underground B oard that the correct figure for comparis on was  £354m. 

3.2  T he IC E  procurement method, the purchas e of the enlarged s ite, and market forces  
have generated three s chemes which are better, cheaper and can be built more 
quickly than the bas e s cheme produced and costed by L U and its  cons ultants . T he 
P roject T eam are to be congratulated on this  achievement. 

3.3  However there is  a need to re-evaluate theres idual ris ks of accepting either of the two 
bes t value tenders and recas t the E F C  after the ambiguities  contained in the tenders  
have been res olved and the s election of the bes t value contractor can be confirmed. 
F or this  reason the s econd lowes t offer s hould be held open to retain a competitive 
edge in negotiations . 

3.4   IIP AG  and the E E  agree that the lowes t T arget C os t bid contains  too many 
as s umptions  and qualifications  and it anticipates  concess ions  agains t s tandards  by 
L U, T hames  Water and other s takeholders . T he bidder has  given his  view of which 
ris ks  he accepts  and which remain with L U. More than half of the ris ks  in the 
maximum category remain with L U.IIP AG  anticipate that these comments  apply to 
the s econd lowes t bidder to a greater or les s er extent. 

3.5  An example of the bidding s trategy is  evident from the lowes t bidder who offers  a 
running tunnel of a diameter which is  s maller than that offered by all other bidders  
and takes  a very favourable view of the extent of floating track. T he P roject T eam 
s hould s atis fy its elfand confirm that this  offer is  compliant with the Works  information 
in the tender documents  and does  not require a “normalis ation” adjus tment.T he 
T eam s hould review the probable floating track length agains t data on known piles  
and thos e affected buildings  which have been des ignated as  having no known piling 
records . 

3.6  IIP AG  note that there have been comparatively few ques tions  from the P roject T eam 
regarding the ris ks  to operational performance, time for completion and cos ts  aris ing 
from engineering des ign and cons truction method. O ne of the more important is s ues  
is  the s election of the optimal cros s -section and dimens ions  of the track and running 
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tunnel to combat the clas hes  with the piles  encountered in the tunnel drive and 
minimis e s ettlement and vibration. It would be beneficial if the T eam drew up a full lis t 
of the technical is s ues  to be res olved pre-contract. T hos e is sues  which affect cos t 
and time for completion but are not neces s arily expres s ed qualifications , s hould be 
extracted from the bid documents  for prompt res olution. IIP AG  have is s ued notes  
from their brief overview to as s is t in this  work. 

3.7  T he manner in which the lowes t contractor has  approached pricing the activity 
s chedule warrants  attention and IIP AG  has  s een s ome evidence that the P roject 
T eam are ques tioning items  which are zero priced and s ome other anomalies . T his  
might be extended to this  C ontractor’s  policy of putting little money into the direct 
cos t of the cons truction work and much into lump s um and time-related items  s uch as  
P roject and C ommercial,R is k and Management. 

3.8  T he “normalis ation” of the bids  added between £164m and £250m to give P roject 
P rices  which included property cos ts , inflation, L U management cos ts  and L U’s  
quantification of project ris k and work by Utilities . T he s ums  are large and did affect 
the order of price preference. T he major determinant of the different additions  for 
each bidder was  R is k and Utilities . IIP AG  has  s een enough of the output to confirm 
that the proces s  has  been conducted with s ufficient rigour. 

3.9  T he P roject T eam have produced a new make-up for an up-dated project E s timated 
F inal C os t of £580m. T his  compares  favourably with the J anuary 2012 target of £625 
but it appears  that the full s aving on the D es ign and C ons truction of the Works  has  
not been carried to the E F C . 

3.10  It is  evident that the propos ed E F C  contains  s ignificantly larger s ums  for D es ign, 
P roject Management and R is k than promulgated in J anuary 2012. D es ign cos ts  are 
now a tendered s um s o can s erve only as  a benchmark for future s chemes  and T WA 
cos ts  are relatively s mall. 

3.11  It is  s urpris ing to s ee that the P roject Management cos t is  showing a large increas e 
agains t the J anuary 2012 es timate. A  comparis on with the C ontractor’s  management 
s taff numbers  and cos t may be helpful.C are has  to be taken in comparing cos t 
becaus e of differing allocations  of overhead s taff and employment overheads . IIP AG  
would expect that as  a res ult of the shorter C ontract duration the L U Management 
C os ts  would reduce relative to J anuary 2012 es timates . A ls o s ince there will s hortly 
be an agreed T arget C os t, the s um attributed to es timating ris k s hould be reduced. 
T he C ontractors  have als o given their confirmation of the res idual value of the s ite for 
office and retail development further reducing risk. 

3.12  R is k allowances  appear in two guis es . T he firs t is  the res ult of a Quantified R is k 
As s es s ment and the s econd is  in addition and is  applied as  a percentage uplift on the 
C ontractors  prices . T ogether thes e allowances  agains t risk are in exces s  of the 
norms . IIP AG  believe that the R is k allowances  should be revis ited when many of the 
ambiguities  in the tenders  have been res olved. 

3.13  T his  R eview was  not a full G ate D  review and cannot res ult in a G ate D  pas s . T here 
is  much work to be done in unders tanding and eradicating ambiguities  in content, 
pricing, ris k and s ecuring agreements  to concess ions  on s tandards  with the as s et 
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managers  before this  could be given. It would be s ens ible to pres ent a new E F C  at 
that time. 

4. R E C O MME ND A T IO NS  

4.1  IIP AG  recommend that the P roject T eam takes  the negotiations  to clos ure with the 
two bes t value bidders  and res olves  the as s umptions , qualifications  and conces s ions  
on L U s tandards  and major is s ues  for s takeholders  s o that one tender can be 
recommended for acceptance at a full G ate D  R eview. 

4.2 Under this  form of procurement it is  the C ontractor’s  technical s ubmis s ion which 
defines  the product which will be cons tructed and provide the bas is  for safe and 
efficient train operations  thereafter. It is  ess ential that the P roject T eam and As s et 
Managers  s crutinis e the bid documents  with rigour and res olve omis s ions  and 
ambiguities  between the contractor’s  offer and the S pons or and As s et Manager’s  
requirements . IIP AG  recommends  that adequate res ource and time are allocated to 
this  pre-contract. 

4.3 IIP AG  recommends  that the P roject T eam confirm that the engineering solutions  
contained in thelowes t bids  have been checked for compliance agains t the T echnical 
R equirements  in the C ontract and that no charge of unfairness  can be made. 

4.4  IIP AG  recommends  that the ris k allocation between the parties  to the contract is  
unders tood and agreed.F ollowing this , the Quantified R is k Ass es s ment should be re-
run on completion of due diligence to es tablish the provis ion for the future to be made 
in the E s timated F inal C os t. Any general allowance s hould be s ubs tantiated at that 
time. 

4.5  We recommend that the L U management cos ts  are recas t to match the s horter 
contract durations  offered and benchmarked acros s  the rail indus try and other major 
public s ector projects . 

4.6  T he IC E  proces s  has  been s hown to be of value on this  project and has  been well 
executed. T he les s ons  learned s hould becaptured during the latter part of 2013. 
IIP AG  would be happy to contribute to that exercis e. 

Nig el Quic k , IIP A G  

02 May 2013 

 


