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Part 1: Open to the Public – Item No. 

 

REPORT OF STRATEGIC DIRECTOR FOR PLACE  

 

TO PROPERTY & REGENERATION BRIEFING 

for DECISION on the 

13th JUNE 2022 

 

TITLE: Trafford Road Improvements – Release of Additional MCF 
Funding 

 

RECOMMENDATIONS: 
 

This report recommends that the City Mayor:- 
 

1. Approves the release of additional Mayors Challenge Fund grant allocated to 
the project, to be drawn down on by the NEC Project Manager in consultation 
with the project team, to make further payments for the construction of the 

Trafford Road Improvements project. 

 

EXECUTIVE SUMMARY: 
 
 
The Trafford Road Improvements project is a Growth Deal 3 Major Project with 

additional funding from the Mayor’s Challenge Fund (MCF) for cycling and walking 
improvements and local match funding. 

 
Original grant funding was approved by the Greater Manchester Combined Authority 
in June 2020.  Salford City Council committed to local match funding for the scheme 

in 2018. 
 

As delivery of the project has progressed, costs have risen above the original budget 
forecast and agreement was reached with TfGM to allocate additional grant funding 
to meet the revised outturn forecast costs.  Additional MCF grant funding for the 

project was approved by GMCA in March 2022. 
 

Previous approvals are equal to the original project budget.  The project budget has 
been increased by the allocation of additional MCF funding.  Approval is now sought 
to draw down on that additional funding to meet committed and forecast expenditure 

to complete the project.  
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BACKGROUND DOCUMENTS: 
Notice of Decisions Agreed at the GMCA held on 25th March 2022 
Part 1 Report to Property / Regeneration Briefing on 10 th January 2022 

 

KEY DECISION: YES / NO 

 

DETAILS: 
 

1. Background 
 

The report of the Strategic Director of Place to the Property / Regeneration Briefing 
on 10th January 2022 appraised members of the financial status of the Trafford Road 
project and sought approval for the release of the contingency funds in the original 

project budget. 
 

The report detailed the funding of the project budget, approved expenditure and  
forecast final costs.  The report noted the increases in costs beyond the pre-
construction estimate and outlined the major Compensation Events that had occurred 

during construction that have led to these cost increases. 
 

The release of contingency funds was approved, to cover the increased costs arising 
from Compensation Events that were agreed or pending at that time, and to make 
further payments up to project completion. 

 
 

2. Award of Additional Funding 
 
Since the briefing in January 2022, further Compensation Events have been raised 

by the contractor and accepted by the Project Manager.  The cost plan, which has 
been regularly updated throughout the project started showing forecast costs at 

completion over the original budget.  
 
In response to the above, additional grant funding was sought from TfGM and 

agreement was reached for a further £2,422,000 of MCF grant funding to be provided 
to the project.  This funding will come from Salford’s overall MCF allocation and has 

been released following a reprioritisation exercise undertaken with TfGM. The 
additional MCF funding for the Trafford Road project was approved by GMCA in 
March 2022. 

 
 

3. Background to Increased Costs 
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Additional construction costs, above the tender price, are agreed through 
Compensation Events.  The main factors leading to Compensation Events on the 
project are listed below.   

 COVID – 19 – direct costs for mitigation measures and indirect costs delaying 
service diversions 

 Growth Deal funding constraints 

 Post-tender changes to the design and scope of works 

 Changes to working methods in respect of temporary traffic signals 

 Unforeseen site conditions (e.g. Japanese Roses) 

 
A review of the detailed history of changes on the contract to date has been undertaken 
with the team managing the contract and discussed with members. This work included 

a review of the business case based on the increased budget that indicated that 
investment in the scheme continues to represent value for money. 

 
 
4. Expenditure Profile 

 
Approval of the release of contingency funds took the approved expenditure on the 
project to £19,832,000.00, the original project budget. 

 
The actual and estimated accrued expenditure to the end of March 2022 was 82% of 

the approved expenditure. 
 
The additional approval in this report will increase the overall project budget to 

£22,254,000 which will be expended as the project moves towards completion in the 
Summer.   

 
5. Future cost risk 
 

As part of the negotiations for award of additional funding for the project a review of 
current and forecast commitments on the project was undertaken. Since this review 

in January 2002 a number of Compensation Events have occurred that will further 
increase costs on the project beyond that previously anticipated. The project team is 
working with the contractor to confirm these costs and determine the impact on the 

scheme budget. It is currently anticipated it will be necessary to identify further 
funding to support the completion of the scheme which would be the subject of a 

future report and approval as the value of these events become clear. 
 
The events currently under review include: 

 

 The impact of the government taxation changes from April 2022 which the 

contractor could not have allowed for at the time of tender: 
o The removal of the Red Diesel fuel rebate from the construction sector 

o The increase in National Insurance contributions for staff employed by 
the contractor 

 The continuing impact of inflation on bitumen prices increasing the cost of the 

surfacing sub-contract works 

 The suspension of part of the works following a section of cladding falling from 

a building into a live works area in February 2022. This suspension has 
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remained in place for a number of months with the building owner not able to 
confirm that works can safely restart at the time of writing. This is currently 
preventing the completion of works to one of the key junctions that form part of 

the project.  
 

 
6. Requested Approval 
 

Approval is now sought for the release of the additional MCF funding noted at item 2, 
to cover payments on the project from June up to project completion.  

 

 

KEY COUNCIL POLICIES:  
The Great Eight – Salford Council’s vision to create ‘a fairer, greener and healthier 

Salford’. 
Greater Manchester Transport Strategy 2040 

 

EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS: 
Our transport network can be a barrier to equal access .  The improvements to the 
Trafford Road infrastructure will support access to Ordsall, Salford Quays and 

MediaCityUK by a wide range of transport modes and users. 
 

 

ASSESSMENT OF RISK:  
High – Funding for the project has already been committed.  Growth Deal funds and 
the original MCF funds have both been expended and reclaimed from GMCA.  The 

additional MCF funds will be reclaimed in 2022.  The forecast final expenditure and 
funding remains to be confirmed following recent Compensation Event notices. 

 

LEGAL IMPLICATIONS Supplied by: Tony Hatton 
The release of the additional funds is requested to enable the contract manager, in 
consultation with the project team, to make payment for the increase in Compensation 

Events which are payable under the contract terms, which also includes risk allowance 
to the end of the project.  There is a need to fund the additional committed and forecast 

expenditure to complete the project in summer 2022. 
 
A compensation event is a term used in construction contracts to mean an event which 

can affect the cost to the Council of the work being carried out, the time when the works 
will be completed, or both. A compensation event is the only way in which these can 

be changed. They are events which are usually not the fault of the contractor and 
change the cost of the work, or the time needed to complete it. As a result, the prices, 
key dates or the completion date may be reassessed, and in many cases the contractor 

will be entitled to more time or money. 
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Due to the issues raised and referred to in the body of the report, additional grant 
funding was sought from TfGM and agreement was reached for a further £2,422,000 
of MCF grant funding to be provided to the project which was subsequently approved 

by GMCA in March 2022 It is noted that there will be another report for approval of 
further additional spend to complete the project once negotiations and discussions with 

the contractor have been finalised.   
 
Also, the possibility of modifying and making variations to existing contracts has been 

codified into the Public Contracts Regulations 2015, such that variations to a contract 
will fall into one of two categories: “substantial” changes and “not substantial” changes. 

Any changes deemed to be “substantial” will require a tender process for a new 
contract; changes which are not “substantial” will not. The reasons are set out in 
section 3 of the report. 

 
The PCR also allow for modifications to be made to existing contracts such that a 

modification (here a variation to payment) may be made where the following 
cumulative conditions are fulfilled:  
1 The need for modification has been brought about by circumstances which a diligent 

contracting authority could not foresee;  
2 The modification does not alter the overall nature of the contract;  

3 Any increase in price is not higher than 50% of the value of the original contract or 
framework agreement. (reg 72(1)(c)). 
 

The level of this additional spend falls into the latter category hence any risk of a 
challenge is low.

 
 

FINANCIAL IMPLICATIONS Supplied by: Natalie Birchall   
The report sets out the progress of the project to date, which is now in delivery stage. 

Due to increases in construction costs and for additional design and in-house costs 
additional grant funding was sought from TfGM and agreement was reached for a 

further £2,422,000 of MCF grant funding to be provided to the project.   
The additional MCF funding was approved by GMCA in March 2022. 
Approval to draw down is required to meet committed and forecast expenditure. 

 

PROCUREMENT IMPLICATIONS Supplied by: Heather Stanton  
As outlined within the legal comments above any variations to the works contracts 

are in compliance with the Public Contract Regulations 2015 as they fall below the 
50% of the value of the original contract. The agreed compensation events are 
permissible within the NEC contract for the packages of work awarded under the 

framework.  Any risk of challenge is therefore considered to be low in these 
circumstances.   

 

HR IMPLICATIONS Supplied by: 
Not applicable. 
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CLIMATE CHANGE IMPLICATIONS Supplied by:  Richard Tindall 
The scheme will reduce congestion on Trafford Road and encourage the use of 
sustainable transport modes with enhanced facilities for cyclists and pedestrians.  
Overall, the project will have a positive impact on climate change. 

 

OTHER DIRECTORATES CONSULTED:  None 
 

 

CONTACT OFFICER:  TEL NO:  
Chris Smith/Richard Tindall 779 4866 

 

WARDS TO WHICH REPORT RELATES: 
Salford Quays;  
Ordsall. 


