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NEW MENTAL HEALTH FACILITY KIMBERLEY

STATUS REPORT October 2013
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EXECUTIVE SUMMARY

The implementation of the Kimberley Mental Hospital is behind schedule.  This is the result of the poor performance of several role players.  A major contributing factor was the design changes that were implemented.  This resulted in increased cost and a substantial delay in the date for practical completion

The current contract has completed approximately 30% of the construction scope.

The expected completion date is March 2015 at a total construction cost of R590 million (all inclusive).

Mitigation actions implemented include co-operative governance arrangements, increase technical capacity and professional reviews. 

This project served as a learning experience leading to the definition of critical implementation principles.  The application of such principles should avoid a repeat of the problems experienced on this project.

1. BACKGROUND

At the meeting of 24 July 2013, the Standing Committee on Public Accounts (SCOPA) was briefed on a number of issues related to the Kimberley Mental Health Hospital project. The Committee was informed that the departments embarked on limited re-design of certain infrastructure necessitated by policy changes.
This report covers the scope of such design changes, as well as the latest programme and cost projections.

2. SCOPE AND DESIGN CHANGES

A detailed report on the scope of the re-design is attached as an APPENDIX.  A brief summary is provided below (for ease of reference the numbers are the same as in the appendix):

· Changes Associated With Precinct Establishment - Changes were made to four of the seven different precincts, namely - 

· Forensic state patient precinct;

· Forensic observation precinct;

· Central precinct;

· Out-patient precinct.

· Block A: Administration, Pharmacy, Out Patient Department (OPD) - Changes included the repositioning of pharmacy to comply with pharmaceutical regulations.

· Child & Adolescent In-Patient Unit - required extensive rationalization.

· Block C1: Overnight Unit – required access from outside, drop-off and door changes.

· Open Ward Auxiliary Services - required a minor change in providing more access into a court yard.

· Block E1: Open Ward Auxiliary Services –required minor change in providing more access into a court yard.

· Block E2: Voluntary Open Unit Medium – required reconfiguration, two separate serving kitchens and resultant wall construction changes.

· Block E3: Long Term Unit (Male/Female) – required reconfiguration of outside areas, ward and nurses’ station changes.

· Block E4: Voluntary Open Unit Medium Care (Male & Female) - required reconfiguration of outside areas, wards and access door changes.

· Block GH: High Care Unit and Occupational Therapy –required reconfiguration of outside areas, ward and nurses’ station changes.

· Block J1: Co-Morbid Medical Unit and Occupational Therapy – visitors centre was replaced with a medical care unit, resulting in changes to walls.

· Block M1: State Patient Care –required minor changes to reconfigure nurses’ station (reception) and security control base.

· Block M2: State Patient Pre-Discharge Wards –required division of block into 3 separate units, re-configuration of 1, 2 and 3 bedroom wards, redesign of the bathrooms, repositioning of seclusion rooms, changes to court yard and recreational areas, separation of kitchen serveries.

· Block M3: State Patient High Care –required division of block to State patient High Secure Female Ward, State Patient High Secure Male, State Patient High Secure Adolescent Male with similar changes as in M2.

· Block M4: State Patient Medium Secure Male Ward- required accommodation for 10 Adult Males and 8 Adult Males in 4 bed rooms and 2 bed rooms with 1 single room, with similar changes as in M2.

· Block M5: State Patient Medium Secure Female Ward – similar changes to M4.

· Block P: Involuntary Admissions & High Care – similar changes to M4 due to gender split.

· Block Q1: Forensic Observations Wards/Unit - block was reconfigured to accommodate  the Forensic Observation Female, Adolescent Female,  Forensic Observation Male and Adolescent Male wards.

· Block Q2. Secure Entrance to Forensic - This is a new block to serve Block Q exclusively as admissions unit. The previously planned admission block will now serve all other wards.

· Block R1: Passages (Part 1 - 4) - NDOH suggested that passages should be opened up to allow air to circulate and personnel to move freely between passages and gardens.

· Block S10: Transport & Shuttle Service Building – Facilities for a transport and shuttle service.

· Block T1: Involuntary Unit (Males & Females) - Minor change to Nurse Base (reception).

· Block T2: Involuntary Medium Care (Male & Female) - Reconfiguration of outside areas, ward and nurses’ station changes.

· BlockT3: Involuntary Unit (Male & Female) – Similar to T2.

· Block T4: Involuntary Pre-discharge - Wards with divisions opened up with 2 and 4 bed wards; providing a seclusion room for each gender section; providing 2 serving kitchens due to male/female day separation; reconfiguration of outside areas.

· Block V1. Plant Room – The existing Air-conditioning Plant services were initially provided for on the Administration Building Roof but the structure couldn’t carry the load. A new Plant room is to be provided elsewhere on the ground surface to accommodate the Plant.
3. TIME FOR COMPLETION
3.1. Approved extensions of time

The Government of South Africa, represented by the Department of Roads & Public Works of the Northern Cape (the Employer), entered into a contract with Inyatsi Construction (South Africa) (Pty) Ltd for the completion of the partially completed New Mental Health Facility in Kimberley.

a) With a commencement date of 28 Nov 2011 and a construction period of 24 months, the original date for practical completion was 27 Nov 2013. Based on an allowance of R39m (original 24 months) for contract price adjustment, the contracted cash flow is indicated below (straight line for illustrative purposes):
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b) The contractor was granted possession of the site on 21 Dec 2011 which resulted in an extension of time for practical completion to 9 Jan 2014. The revised cash flow is indicated below:
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c) Following site hand-over, the Employer instructed his agents, as well as the Contractor, to conduct an audit of the existing works.  This resulted in a further extension of time for practical completion to 4 March 2014.  The revised cash flow is indicated below:
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3.2. Pending extensions of time

The user Department initiated changes to the design of several buildings.  An instruction to cease all internal construction on several buildings on the critical path was issued to the Contractor on 5 Feb 2013. This was followed with amended drawings issued on 22 Jul 2013. The Contractor claimed for extension of time for practical completion to 20 August 2014.  The revised cash flow is indicated below:
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The issued drawings indicate demolitions of some internal walls and associated infrastructure.  This will be followed by rebuilding of some internal walls and associated infrastructure. The Contractor notified the Principal Agent of his intension to claim for a further extension of time for practical completion due to such demolition and rebuilding on the critical path.  A further claim for extension of time for practical completion is expected.  This may revise the time for practical completion to Jan/Feb 2015.  The possible impact on the cash flow is indicated below:
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4. CONTRACTOR’S PERFORMANCE
Progress on the completion of the partially completed new mental health facility and construction of a new gate house is as follows (new contract) - 

· Progress to Date: 29,4% (Certificate No: 22: end of September 2013)

· Overall Completion: Approximately 55%
A comparison between the planned cash flow (at contract award) and the actual cash flow (simplified as straight line graphs) is illustrated below:
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It is clear that the actual progress on site is far below the planned progress.  It is highly unlikely that the Contractor will make up the difference.

The impact of the approved and expected extensions of time for practical completion (as detailed in section 1) results in a more realistic cash flow for future work.  A comparison between the actual (historic) cash flow) and the required (future) cash flow is illustrated below: 
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The following observations suggest that the Contractor may indeed complete this contract on time:

· New contract management team (experienced)

· More positive attitude towards project 

· Improvement in quality of work

However, the following observations suggest that the Contractor may fail to complete this contract on time:

· A contract of this magnitude typically employs about 1 000 staff.  The Contractor currently employs about 250 staff.

· The main sub-contractor left the site

· Dispute around the appointment of selected sub-contractors

· Limited cash to finance the works

5. TIME FOR COMPLETION

5.1. Contract Award

Inyatsi Construction was appointed for R400 m.  The contract price adjustment is estimated as R39m over the contracted 24 months.  A cost breakdown is presented below:
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Inyatse Construction

Status at 

contract 

award 28 Nov 

2011

Preliminaries R 39.439

Builders work : Hospital R 86.191

External work : Hospital R 20.100

Provisional sum : Hospital R 183.309

Builders work : Gate house R 3.763

External work : Gate house R 0.941

Provisional sum : Gate house R 2.633

Sub-total 1 R 336.376

Contingency R 15.000

Sub-total 2 R 351.376

VAT R 49.193

Sub-total 3 R 400.569

Add : Default interest R 0.000

Less : Default interest previous R 0.000

Sub-total 4 R 400.569

CPAP (incl VAT) R 39.018

TOTAL (incl VAT) R 439.587


5.2. Contract Audit

Following site hand-over, the Employer instructed his agents, as well as the Contractor, to conduct an audit of the existing works.  The revised cost breakdown is presented below:
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Inyatse Construction

Status at 

contract 

award 28 Nov 

2011

Status at 

Audit Report 

11 Apr 2012

Preliminaries R 39.439 39.439

Builders work : Hospital R 86.191 91.704

External work : Hospital R 20.100 19.431

Provisional sum : Hospital R 183.309 177.322

Builders work : Gate house R 3.763 3.763

External work : Gate house R 0.941 0.941

Provisional sum : Gate house R 2.633 2.633

Sub-total 1 R 336.376 R 335.233

Contingency R 15.000 R 16.143

Sub-total 2 R 351.376 R 351.376

VAT R 49.193 R 49.193

Sub-total 3 R 400.569 R 400.569

Add : Default interest R 0.000 R 0.000

Less : Default interest previous R 0.000 R 0.000

Sub-total 4 R 400.569 R 400.569

CPAP (incl VAT) R 39.018 R 39.018

TOTAL (incl VAT) R 439.587 R 439.587


5.3. Design changes

The user Department initiated changes to the design of several buildings.  Taking cognizance of the cost implications, the Joint Management Committee authorised an additional R40 m for the construction.  A cost breakdown of the additional work (re-design) and the estimate dated 20 Aug 2013 is indicated below:
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Inyatse Construction

Estimate 

excluding re-

design 28 

Mar 2103

Impact of re-

design 

Estimate 

including re-

design 20 

Aug 2013

Preliminaries 39.547 0 39.547

Builders work : Hospital 93.968 28.296 122.264

External work : Hospital 20.001 0.566 20.567

Provisional sum : Hospital 173.123 11.225 184.348

Builders work : Gate house 3.763 -3.763 0

External work : Gate house 0.999 -0.999 0

Provisional sum : Gate house 2.633 -0.238 2.395

Sub-total 1 R 334.034 R 35.087 R 369.121

Contingency R 17.343 R 0.000 17.343

Sub-total 2 R 351.377 R 35.087 R 386.464

VAT R 49.193 R 4.912 R 54.105

Sub-total 3 R 400.570 R 39.999 R 440.569

Add : Default interest R 0.000 R 0.000 0

Less : Default interest previous R 0.000 R 0.000 0

Sub-total 4 R 400.570 R 39.999 R 440.569

CPAP (incl VAT) R 39.018 R 0.000 39.018

TOTAL (incl VAT) R 439.588 R 39.999 R 479.587


5.4. Estimate at Completion

A rough order of magnitude estimate of the construction costs may include the following items:

· Estimate at 20 Aug 2013



R480 m

· Additional escalation




R50 m 

· Additional cost due to design reviews


R20 m

· Additional P&G





R30 m

· Additional loss & expense claim


R10 m
· Possible total





R590 m

Other cost items may include the following:

· Professional fees @ 15%



R90 m

· Municipal service contribution



R20 m
· Possible total





R 110 m

Possible final cost for design & construction phase:

· Construction





R590 m

· Other






R110 m
· Possible total





R700 m

Over and above the design and construction, the following should be provided to operationalize the hospital:

· Organizational development

· Health technology

· Quality assurance
6. BUDGET AVAILABILITY

The Northern Cape Department of Health allocated R73 million for this project for 2013/14.  In collaboration with the National Department of Health, an application was prepared for additional funding for the current financial year.

The expected expenditure in 2013/14 is estimated to be between R100 million and R150 million.

7. MITIGATION ACTIONS IMPLEMENTED

Due to the problematic history of this project, several mitigation actions have been initiated.  Some of these are highlighted below:

· The National Department of Health, the northern Cape Department of Health and the Northern Cape Department of Public Works signed an Implementation Protocol and established a Joint Management Committee. The Joint Management Committee is supported by a Project Steering Committee.  The Project Steering Committee is represented at all Contract Management structures.  A primary benefit of this initiative is transparent reporting and continuity of management actions.

· Following concerns about the structural stability of the concrete, an industry specialist was appointed to do a review of the structural design.  A follow up review is scheduled for the week of 22-26 October 2013.
· A similar review was conducted of the civil engineering designs.  The follow up review is also scheduled for the week of 22-26 Oct 2013.

· Similar reviews are scheduled for mechanical engineering, electrical engineering and quantity surveying.
· National Department of Health appointed a senior professional engineer to assist with oversight on capital projects.  The majority of such resource time is allocated to the Kimberley Mental Hospital.
· Northern Cape Department of Public works instructed the structural engineer and the civil engineer to deploy resident engineers to monitor construction quality in order to avoid a repeat of the sub-standard construction under the previous contract.
· The National Department of Health is in the process of procuring a full-time senior built environment professional to assist with the performance monitoring of all role players on this project.
8. LESSONS LEARNED

This project has highlighted several deficiencies in the management approach.  Some of the major lessons learned include the following:

· Implement a management structure that promotes co-operative governance to include all major role players.  This should preferably be in place at the initiation of the project.  The Joint Management Committee and Project Steering Committee structures improved transparency and coordinated implementation processes.

· Finalise designs prior to contract award.  Major re-designs during construction is disruptive and expensive.

· Pro-active project management is essential on any large multi-disciplinary project.  The full time attention of an experienced principal agent is not negotiable.  Clear allocations of responsibility for overall project management on behalf of each role player are critical.

· Appoint the most appropriate service providers.  A structured approach to due diligence will prevent many frustrations associated with poor performance of service providers.
APPENDIX

Report on Scope of work associated with re-design of selected. 
END OF REPORT
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