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SECTION 1 - EXECUTIVE SUMMARY

This Corporate Plan for 2005/06 to 2007/08, and Business Plan for 2005/06, identifies the key strategic issues facing Partnerships for Schools (PfS) and the Building Schools for the Future (BSF)  programme, following an initial year of establishment and development for both the organisation and programme during 2004/05. 
PfS is the national programme manager for BSF. It exists to enable the procurement and delivery at local level, of a national programme of 21st Century teaching and learning facilities and regularly refreshed technology systems.  Its purpose is to enhance the effectiveness and efficiency of investment through the BSF programme, thereby promoting and enabling transformational change in secondary schools. 

PfS is a Non Departmental Public Body (NDPB), wholly owned by the Department for Education and Skills (DfES), but jointly financed and managed by DfES and Partnerships UK (PUK) under the terms of a Joint Venture Agreement (JVA), established to assist the delivery of strategic investment in the English secondary school estate through the BSF programme. 

PfS is a newly formed organisation, that has recruited a complete team over the last 12 months.
BSF is a programme of unprecedented scale and ambition, creating unique challenges in terms of: 

· The objective, to use capital as a key lever in securing transformational educational outcomes;
· Planning a national programme of investment, to be delivered through Local Authorities (LAs), addressing the needs of every secondary school in the country over a 15 year timeframe, within constrained Government funding and market capacity;
· Introducing a delivery approach that can meet the strategic objectives, and be adopted across LAs and the broad range of private sector interests;
· Achieving a level of procurement and construction efficiencies not previously achieved by the public sector.
PfS’s performance is managed and measured under the terms of the JVA. This is intended to incentivise achievement of delivery of the programme of BSF investment – including the setting up of Local Education Partnerships (LEPs), and completion of school investment projects – as well as measuring performance against a range of key performance indicators (KPIs). PfS’s  objectives for this Corporate Plan period, together with the resourcing and actions to achieve them, are summarised in Section 2, Appendix 1.  The detail in relation to how each of the objectives will be addressed during 2005/06 is included in Section 3, the 2005/06 Business Plan. 
The six key objectives for the year, extracted from the complete list of objectives set out in Section 2, Appendix 1, are to:

· Establish a clear picture of the education vision requirement for BSF areas, as evidenced by Wave 2 visions being established and agreed efficiently during 2005/06, and being strong precedents for the future;
· Close the first LEP deal in 2005/06, to set a strong precedent, and follow through with successful roll out of the rest of the Pathfinder and Wave 1 deals in accordance with the JVA Returns Budget forecast timescales;
· Establish the process and system for the benchmarking methodology, accepted by LAs and bidders, as evidenced by deal completion, and delivery of schemes by the LEP that have not been the subject of competitive pricing;
· Improve the production of Business Cases, so that the approval system becomes smooth and predictable, as evidenced by delegation of OBC approval to PfS;
· Resolution of the issues of interface between BSF and the Academies Programme, and the integration of Voluntary Aided (VA) schools, as evidenced by reaching a point where LEPs are able to deliver investment in either type of school;
· Develop a culture where PfS is committed to adding value in all of its dealings with DfES, LAs and the private sector, is recognised by its stakeholders and partners as the key component in successful delivery of the  BSF programme, and has the trust and confidence of those stakeholders to act with the freedom and autonomy necessary to really make a difference. 

The performance management regime that will operate for PfS is based on the cascade of objectives from the JVA, down through objectives for the Chief Executive  and senior management team, and on to all individuals through the organisation. Performance against objectives will be assessed annually, with a half year review, and performance incentivised and rewarded through the bonus elements of the remuneration package. The Remuneration Committee will, as part of its annual cycle, agree at the beginning of each year the objectives for the year and the basis on which performance will be assessed. At the end of the year, an overall bonus “pool” can be determined, as a reflection of the organisation’s performance against objectives, and individual awards determined by their performance against specific targets. 
SECTION 2 - THREE YEAR CORPORATE PLAN

2.1
Introduction
The purpose of this three year corporate plan is to act as an outline of issues, actions and outcomes envisaged to arise for Partnership for Schools (PfS) for the three years commencing 1 April 2005.  A detailed Business Plan is included in this reporting pack to cover the year to 31 March 2006.

This three year Corporate Plan focuses on the issues that PfS will need to address over the 3 year period from 2005/06 to 2007/08, in delivering the BSF programme. The issues are considered under the following headings:
· Programme issues (Section 2.6)

· Management of PfS (Section 2.7)

· Education (Section 2.8)

· Commercial delivery (Section 2.9)

· Realisation of value (Section 2.10)
Partnerships for Schools was formally established in March 2004 as an NDPB, operating and financed under a  Joint Venture (JV) between Partnerships UK (PUK) and the Department for Education and Skills (DfES); its role is to manage the successful delivery of the Building Schools for the Future (BSF) programme.  A summary of the role and nature of PfS is as follows:

2.2
Role
· To establish the programme and manage the redevelopment of the entire secondary school estate of England over a fifteen year period based on assumed funding limits across 15 waves;
· To support and challenge Local Authorities (LAs) in developing their educational vision, using capital through BSF to support other local measures to transform educational outcomes;
· To act as facilitators for LAs in bringing schemes to the market in a manner designed to achieve their educational vision;
· To support LAs through the procurement of private sector partners, and the negotiation of agreements with them;
· To develop the market of prospective private sector partners, able to meet the programme requirements and with sufficient capacity to show good value for money in local competitions and in delivering solutions;
· To establish, collect and disseminate Best Practice;

· To develop standard documentation for use in the establishment and management of Local Education Partnerships (LEPs);

· To develop and manage a national benchmarking database for use on ongoing projects as a validation tool of Value for Money; 
· Subject to the agreement by PUK and DfES of a Business Plan for an investment business, to support, enable and, potentially, manage the direct investment of Risk Capital into the LEPs by a PUK/DfES JV investment vehicle; and
· Subject to agreement with DfES on an extended remit, and agreement by PUK and DfES of any necessary amendments to the Business Plan and Budget, to take the lead role in ensuring that policy on ensuring good quality and innovative designs are actually delivered through BSF projects across the programme, and that design and ICT are recognised as key vehicles through which educational vision can be translated into a transformational reality. 
2.3
Nature
· Non Departmental Public Body (NDPB) established as a wholly owned subsidiary of the DfES;
· Generates returns, to be distributed to PUK and DfES, from the successful establishment of LEPs for an LA, with further payments being received on the opening of redeveloped schools, and returns adjusted to the extent that a range of KPIs are satisfied;
· A need, in order to meet the returns expectations, to  operate in as  commercial a manner as possible, consistent with the position as an NDPB;
· Managed independently of DfES, with day to day management delegated to an independent senior management team reporting to a Management Group reflective of the Joint Venture partners. 

The focus of the senior management team must be on establishing the steady state position where the LEP is a well understood vehicle with contractual positions that are widely accepted, that a programme of procurements to set up LEPs is progressing efficiently, with improving time and cost to delivery, and that local educational outcomes that meet the transformational objectives are being delivered.  The conclusion of this plan is that this steady state will be achieved over three years and hence cover the majority of this plan period.

2.4
The Basis for the Programme
Having established the target of addressing the needs of every English secondary school over a fifteen year period, PfS working with DfES has developed a programme of investment reflecting educational and social need.  This has been achieved in a relatively straightforward manner through the comparison of educational attainment (measured at GCSE level) and eligibility for free school meals.  Further information is contained in the DfES “Prioritisation and Forward Planning” Note.

The gathering of this data allowed the most needy areas to be targeted and the National Programme developed.  The indicative programme, published in early 2005, is also reflective of planning to achieve a level of continuity of investment through a locality, and balancing regional capacity, to enhance the efficiency with which the overall programme is delivered, This programme will of course be subject to change over the fifteen years of the BSF initiative as for example, demographics change and LAs develop schools outside BSF funding.
2.5
Progress to Date
PfS is a new business and, like all businesses, it operates in business phases.  Considering the magnitude of the task facing PfS, the graphical illustration below maps the period since the launch of BSF and the next three years in terms of phases of development. 
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In assessing the work to date and the future work required, with the consequences on strategy, resources and policy, it is necessary to consider the breadth of the role of PfS in the delivery of the BSF programme.  This role covers not just the legal and financial frameworks under which the LEPs will be established and managed, but also the establishment of the core principles that need to be developed by LAs for the achievement of transformational change in education outcomes.  A detailed review of the work in the period since launch to 31 March 2005 is included in the Business Plan for 2005/06 at Section 3.

As the business enters 2005/06, two schemes will be at bid stage, (Bristol and Bradford), with Sheffield, Newcastle, Greenwich and Lewisham issuing bid documents in the first quarter of 2005/06.  Other schemes that will be coming to the market in the first quarter of 2005/06 include Solihull, Knowsley and Lancashire. In reaching this point, PfS has achieved the following:

· Resolution of project affordability and national programme scoping; 

· Education visions established for Wave 1;
· Standard model for LEP delivery developed and extensively consulted on with the market and LAs;
· Senior management team is in place;
· Resources to support LAs in place.
2.6
Programme Issues Going Forward
2.6.1
Business Cycle
The above schematic of the next three years reflects the process of getting the BSF delivery model to a steady state position.  Reaching the point where acceptance has taken place and we can then seek to improve upon the model will the next three financial years.  The reasons behind this are set out below.
2.6.2
Scale and Build-up

In the period to 2007/08, PfS is aiming to have engaged over 55 of the 150 LAs, with projects worth an initial capital value of £8.9 bn at first quarter 2006 prices. Between the third quarter of 2005/06 and the first quarter of 2006/7, we will be actively engaged with all of the LAs in the Pathfinders, Wave 1, Wave 2 and Wave 3 – some 40 projects concurrently in development, procurement or negotiation. This is likely to be the peak point of demand for our resource across the whole programme life as, thereafter, LEP establishment will reduce demands on PfS in advance of new waves becoming active. The build up to the peak in this initial period of the programme roll out has presented  – and will continue to present  - particular challenges for PfS resourcing, as well as impacting on market capacity more generally. 

The impact of the build up to peak demand in this initial period is exacerbated by so many of the programme activities being novel. The process of engagement on such issues as:
· the education vision; 
· use of ICT in curriculum delivery;
· integration of ICT in project delivery;
· the flow through of the use of ICT in the curriculum, to design of school facilities, to maximise the educational benefits;
· the integration of BSF with wider educational and procurement policies generally, including the contribution PfS, through delivery of the BSF programme, will make to the achievement of the DfES efficiency targets; and 
· the commercial implications of the LEP model
will all take time to feed through into the wider community, and the point at which both the public and private sector markets becomes self-taught can only realistically be expected to be by the end of 2007/08.  
It is expected that from 2007/08 the scale and programme roll out will have reached the point where the work of PfS will be less intensive and the shift of focus to more ongoing contract management and process related issues will have begun.  This is reflected in the 3-year plan expectations which assumes the Education Team remains at constant levels for the three year period and the Finance and Commercial Team increasing headcount but at a lower marginal cost as expensive and experienced transactors are replaced by a greater number of lower cost contract managers. We will also see marginal cost benefits in the role of Project Directors (PDs) as scale increases, i.e. we will be able achieve a higher project per PD ratio than the current 2.5. 
Perhaps the bigger issue arising from the scale and build up of the programme is the lost opportunity for all involved in the programme – DfES and PfS, LAs, bidders and advisers – to learn from the experience of the early waves, and actually apply that learning to the subsequent waves. The proximity of Waves 1, 2 and 3 will mean that there will be little opportunity to recycle the learning from Pathfinders and Wave 1, into the subsequent waves – for example, the first Pathfinder deals are expected to reach financial close towards the end of 2005/06, by when most of Wave 2 will already be in procurement. 

To be clear, nonetheless, this Corporate Plan, and Business Plan for 2005/06, have been compiled to meet the challenges of this rapid build up to a peak of demand, and – whilst recognising the major challenges involved - are believed to be achievable plans. The additional resources sought for PfS – as detailed more fully in Section 3, paragraph 3.6 - are intended to address these challenges and ensure that the programme, and the PfS business, are delivered and managed to the agreed plans. It is also recognised that whilst there are alternative scenarios - for example, to delay the engagement with Wave 3, until more progress has been made and lessons from early projects absorbed across the programme – the ramifications of such an approach for local stakeholders, national perceptions of progress and confidence in the roll out may well have an adverse effect as great as the benefits of delay. 
2.6.3
Procurement Timelines

The timeline from commencement of work to financial close is estimated using an indicative timetable of 24 months. On that basis, we can realistically envisage closing all of the first three waves, some 37 schemes, in the three years to 31 March 2008. In practice, the indicative timeline is unobtainable for many LAs as they require considerable work on both education vision and project capacity before embarking on procurement. This inevitably results in the steady state being achieved at a slower rate than the indicative timeline would suggest, but should not be considered as unexpected given the scale and scope of the initiative.

2.6.4
Establishment of Best Practice

In order for the market to get to the point that it becomes self-teaching and to facilitate procurement benefits from scale, it will be necessary to bring together “best practice” and to be able to show what “good” looks like.  The capturing of best practice is not, however, an isolated activity though and will be a sustained activity throughout the programme for PfS.
2.6.5
Programme Management 
The graphs below show the assumed level of activity envisaged for the programme on the current planned roll out, and it can be clearly seen that there are peak levels of activity. 
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The impact of this level and roll out of activity on the procurement teams, whether PfS, LA or the private sector, will be considerable.  It will need to be recognised that, working with LAs and DfES, proactive market management could well be required to, for example, plan the timing of public advertisement of schemes, to optimise the competition and therefore the benefit to the public sector of the roll out of the programme of investment. 

This management would be necessary to prevent, for example:

· Lack of sufficient good quality bidders - with successful bidders engaged in reaching financial close on transactions, there could become pinch points where releasing schemes to procurement could result in single/no bids being received.  This is also true as we move into the end of a wave and the start of another with the latter part of 2005/06 being a good case in point.

· PfS commercial resources being stretched to point of non-delivery,  which would require expensive sub-contract staff, as well as having an adverse impact on the reputation of PfS and the programme. Whilst the plans reflected in this Corporate Plan and Business Plan are believed to be achievable and manageable over the 3 year period, with the level of resources planned, there will be peaks and troughs, as the graphs above show, where, if we don’t intervene, there will be a risk to the programme objectives from the resource being stretched too far to address a particular peak point. 
It should also be recognised that a number of schemes within Waves 2 and 3 are seen by the private sector as having weaker reputations, and some planning and management of the flow of schemes to market may be necessary (for example, whereby strong schemes are followed by weaker, with no multiple launches taking place).  In this way, to keep their own programmes on track, unsuccessful bidders at shortlist stage on a strong scheme will tend to move to the next even if it perceived to be slightly weaker.

2.7
Management of PfS
The Senior Management Team (SMT) has now been established and the Management Group has been working effectively throughout 2004/05. It is assumed that, during the first quarter of 2005/06, appointments to the Oversight Board will be completed and the final element of PfS’s governance structure established.  The Gateway Review that took place in December 2004 identified that there is a clear need, if it is to achieve its objectives for PfS to operate, as far as possible, as a commercial entity, with operational freedom and able to develop its own identity and “brand”, within the constraints of being an NDPB.  To achieve this, the SMT have recognised that there is a need to demonstrate success, stability and ability to DfES and PUK.  This will be essential, to engender the confidence of our stakeholders, which will in turn be necessary, for instance, for DfES and HM Treasury to review the Business Case approval arrangements and conclude that they should be delegated to PfS for  Wave 2/3 onwards.  

The succession plan for the Chief Executive role has been established for 2005/06.  This key appointment will be being made as the first schemes approach preferred bidder and so the acceptability to the private sector of the appointment will be essential.  
2.7.1
Performance Management 

The performance management regime that will operate for PfS is based on the cascade of objectives from the Joint Venture, down through objectives for the CEO and SMT, and on to all individuals through the organisation. Performance against objectives will be assessed annually, with a half year review, and performance incentivised and rewarded through the bonus elements of the remuneration package.  In terms of the objectives for 2005/06, Appendix 1 summarises all of the key objectives for the year, highlighting the key business priorities.
2.7.2
DfES, PUK and Other Stakeholder Interaction 
PfS operates in an environment where there are a high number of principal stakeholders, each with their own context, objectives and rationale for being interested in PfS activity, and each capable of very significant influence over the successful operation of the business and the delivery of BSF. It is important for PfS to recognise the context for each principal stakeholder and to understand their drivers – which can be summarised as follows: 

	
	

	DfES
	An over-riding commitment behind PfS that investment is  aligned to measures to achieve a step change in educational performance;

A need to challenge LAs on their vision and strategy, to ensure maximum outcomes are achieved;

A commitment to build on the lessons from PFI, and further improve the delivery of investment – for example through greater standardisation;
A need for BSF to be a key contributor to achievement of improved procurement efficiency, to meet the Efficiency Review targets;

To deliver the investment programme in accordance with Government policy for construction, such as Rethinking Construction and ensuring high quality design.

	PUK
	To be at the forefront of delivering new forms of PPP that meet key Government priorities;
To deploy its human and financial resources to make a difference to the delivery of a key programme;
To build on extensive experience in developing and implementing schools PFI and NHS LIFT markets.

	HMT
	To ensure that the commitment to the funding of the 15 year programme, subject to future Spending Reviews, delivers the anticipated long term benefits in both educational and efficiency terms.

	LGA/4ps
	To achieve the benefits of unprecedented investment in LA school facilities, whilst respecting the proper autonomy of LAs

	LAs and their stakeholders
	To achieve the benefits of unprecedented investment in school facilities, whilst respecting their diversity and the legitimate interests of school communities in their facilities;
To benefit from the learning of others, to avoid reinventing wheels, and so that they can benefit from prior learning;
Helping them transform their secondary education performance, whilst dealing with other major changes such as the impact of the Children’s Act.

	Private Sector bidders
	To realise the benefit of a long term business opportunity, with stable long term relationships with clients;
To influence projects in the development stage, and therefore bring greater value to bear;
To benefit from an improved ratio of bid costs to project value.


During 2004/05 a number of issues were identified, which required considerable management time in seeking resolution, where DfES, 4ps, and Local Authorities could have interacted in a more proactive manner.  A focus for 2005/06 and through into 2007/08 will be on improving the communication processes and seeking to remove the duplication of function and activity.  It is, however, recognised that part of removing this perceived requirement will be the confirmation and clear establishment of PfS’s capabilities in these areas.
The principal areas of stakeholder interaction are as follows:
· 2004/05 saw a number of points where delivery of different policies or objectives was not aligned. For example, on the issue of academies, there have been instances of PfS and the Academies Division providing inconsistent messages to LAs, and interfacing inefficiently.  A focus for 2005/06 will be on developing a closer working relationship with the Academies Division and developing positions where the two initiatives complement rather than detract from each other.  For example, it is hoped that initiatives can be developed that would allow the LEP to act as Academy Developer working to the Academy Trust. Apart from the inconsistency and reputational issues around mixed messages, this is also important for programme planning, as the push for academies has the effect of reducing either the initial or subsequent programmes of work in an area, and so decreasing the attractiveness of schemes for the private sector, and reducing the procurement and construction efficiencies that can be achieved through BSF.  It is therefore hoped that the recently established regular liaison arrangements between DfES  Schools Capital, PfS and Academies Division will improve coordination and facilitate the goal of maximising the BSF opportunity.
· The Wave 1 and Pathfinder authorities are, on the whole, relatively more  experienced procurers than is typical across LAs. As a result, whilst creating challenges in terms of precedents already in place in areas such as design or contractual terms, this has tended to simplify the process of developing scheme OBCs and bidding documentation.  Subsequent wave LAs will not have the same breadth of experience and the need to establish expert clients will be crucial for the overall success of the programme.  4ps have been responsible for attempting to raise capacity and it is intended that, during 2005/06 and 2006/07, greater collaborative working takes place to ensure 4ps are in a position to deliver, and LAs receive, consistent messages and work streams so that LAs are ready to commence active procurement.
· PfS (PDs and Assistant Education Directors), DfES (Contact Officers) and the 4ps (Senior Executives) have together explored in great detail the boundaries between the individual organisation’s roles in supporting LAs. This exercise has looked at all of the BSF stages from project engagement through to Outline Business Case. The process culminated in a joint workshop where formal agreement was reached as to who is best placed to provide each of the elements of support and advice LAs may require. Details of this are included in the attached roles and responsibilities matrix at Appendix 2.
· Standardised contractual documentation will be in place early in 2005/06.  Development of the standard approaches saw extensive collaboration between PfS, PUK, 4ps  and HMT with much good work being delivered in the creation of a usable Schools Standard Contract that complies with wider policy, including on Standardisation of PFI Contracts (SoPC).  It is intended to maintain the close collaboration with all parties in order to achieve:

· confidence that PfS is capable of assuming the mantle of “guardian” of the standard; and

· cross sector interaction as trends and issues arising in other sectors could well impact on BSF and it will be important to keep appraised.

Both of these activities should continue throughout the life of the programme but the first will be a particular focus for the team throughout 2005/06 and 2006/07 in order to ensure compliance with the standard documentation and practices, and that strong, replicable precedents are set.
2.7.3
HR Capacity

The launch of a £2bn per annum programme with a high profile in terms of expectations for delivery has impacted on the market in many ways, but one of the most important is the dramatic increase in demand for high quality project management staff.  PfS will be competing directly with both LAs and the private sector for the recruitment of experienced Project Directors or equivalent.  This has four consequences:

· increased salary costs due to market pressure;

· development of PfS into a training resource for both LAs and the private sector;

· risk of schemes from less competent Project Directors being less successful; and

· intellectual property transfer to the private sector.

To respond to this real strategic risk, PfS will need to develop an effective set of HR and related policies to encourage staff development and retention.  The ability to operate, in terms of internal management, as a commercially managed business will be crucial to achieving this key requirement – as recognised in the Gateway Review recommendations. In short, without it, inevitably staff will be lost to both public and private sectors and so weaken PfS’s position at the heart of the programme. The cascade of targets from the Joint Venture through to objectives for senior management and incentives for the whole organisation, as referred to in paragraph 2.7.1, will be key to the ability of PfS to recruit and retain good quality staff. 
2.7.4
Oversight Board
The process of appointment of Directors to the Oversight Board is being completed around the turn of the financial year. The Oversight Board will therefore come into operation for the first time during 2005/06. 

A key requirement for the coming period will be to ensure that, in working practice,  the role and functions of the Oversight Board are clear and well-defined, do not duplicate those of the Management Group, and, in performing its important governance functions, it is adding value to the achievement of PfS’s objectives. 

2.8
Education
Work on education vision for Wave 1 was carried out for PfS by sub-contractors, and for Wave 2 is being carried out by a mixture of the permanent team and associate support. Wave 3 will therefore be the first wave where the work is carried out by a fully resourced, stable PfS Education Team. The priority over the life of this Corporate Plan will be to establish an approach that provides:
· Challenge to the LAs in the programme, without being seen as threatening or centralising;
· Develops a virtuous circle of learned and retained experience of good practice and innovation, that is passed across the programme;
· Establishes some common understanding of “what good looks like”, as a basis for local application and tailoring;
· Tailors resources appropriately to demand, balancing the needs of LAs and the programme timescales;
· Progressing towards a position where a transformational education vision is sufficiently well understood that it can be regarded as having become self taught.
2.9
Commercial Delivery
2.9.1
The LEP Structure
Enormous progress has been made in establishing the LEP model, consulting on it and producing the documentation necessary to deliver both the procurements and the commercial deals to deliver the local investment programmes. 

As with LAs becoming self taught in education vision, it is hoped and expected that, as bidders bid, receive feedback, and learn from successes and failures, the wider acceptance of the approaches involved and the standard terms will become self taught. This will result, for example, in issues that seem major at the beginning – such as the constraints on recycling of equity - disappearing as a standard model becomes increasingly settled.   

2.9.2
External Market Capacity
Discussions with the market are indicating that we will see around 16 players bidding in Wave 1, whilst others are known to be developing a market offering aimed at later waves. 
The common theme with most of these groups, with some welcome exceptions, is that they are contractor led/driven consortiums with education and ICT practitioners as active parts of supply chains. 
What we have not seen to date have been entrants from the professional services side who will take a management role and, whilst it is envisaged we will see some appearing, there has been little engagement to date.  This, and the sector dominance of contractors, highlights that there is a need for continued engagement with the market and a programme is being developed to ensure that active engagement at all levels takes place.

Market soundings indicate that the majority of the known bidders are looking to secure 2-3 LEPs per wave with a bidding success of 1 in 3.  As a consequence we will see, at the end of Wave 1, some bidders leave the market as active bid leaders and opt for participation in down stream supply chains.  In some instances this should be considered a good thing, but care should be taken to prevent the more able bidders from being discouraged.  Accordingly, a degree of planning and management of the market, within the constraints of public procurement,  may need to be considered in the initial three years to ensure a competitive and appropriate market is maintained that can deliver good VfM outcomes for the public sector.
2.9.3
Management of LEPs
As schemes reach financial close we will be moving into a new phase of the business cycle, focussing on scheme management. The form of the engagement of PfS, or an alternative body established by DfES and PUK, is subject to the agreement of a separate Business Plan for such an investment business. However it is structured the role will interface directly with PfS procurement activity and will entail two distinct activities:
(a) Participation in LEP management 

It will be inappropriate to generally utilise PfS Project Directors in the role as LEP Director going forward as it requires a completely different skill set, and would impinge on their ability to support new schemes.  Accordingly it is expected that, once the investment Business Plan has been agreed, a panel of people suitable to act as LEP Directors, will be developed.  This is expected to be in the last quarter of 2005/06 and actively into 2006/07, These individuals will report and be managed centrally, they will have differing skill sets from Project Directors and typically will be from a commercial background.

(b) Proactive investment management of the investment in a LEP and related projects.

Through the LEP Director it is intended that regular feedback can be given to the central investment team, which will complement PfS direct interaction with the private sector parties in procurement.  Accordingly, adequate staff and reporting systems will need to be established to adequately forecast and manage the realising of investment return.  This is an ongoing matter for the three years to March 2008, notwithstanding the fact that it should not be possible to realise any reinvestment value until September 2008 at the earliest.

2.9.4
Adviser Contribution

PfS has invested considerable time and effort to establish framework agreements with a wide range of suppliers of different advisory services. This is predicated on the belief that the programme can extract maximum value from advisors who:
· have a well established understanding of the programme requirements and expectations, as well as a clear duty of care to their clients;
· can be accessed efficiently; and
· have priced their contribution in recognition of the significant volume of activity BSF has to offer.
It will be important, over the next 3 years, that PfS and LAs use the frameworks to extract this value, and that we take a pragmatic commercial view of potential conflicts of interest – recognising that a number of parties will be active in different roles across the programme, ensuring that inappropriate conflicts are strenuously avoided, but not presuming conflicts where none, in practice and substance, exists. 

2.9.5
ICT

The role of ICT in delivering the curriculum of the future, and the integration of ICT into both the LEP procurement and the delivery of individual projects (for example, ensuring designs take full account of the curricular role of ICT in the future) are key challenges for the programme. Good progress has been made in terms of developing thinking with the Pathfinders and Wave 1 schemes, developing standard specifications and contractual documentation, and in developing a market that can respond to these challenges. Nonetheless, it is important to recognise the novelty of the proposed arrangements, and the relative immaturity of the market; much of the success of BSF in meeting its core educational objectives will depend on successful further development of the approach, and the market response, to the ICT challenges. The 2005/06 Business Plan sees a significant increase in PfS resource in this area, to respond to this challenge. 

2.9.6
Benchmarking Process 
The unique proposition of the LEP, as a long term strategic partner designed to deliver a BSF investment programme, depends on the ability to show VfM from future schemes without further public procurement competitions. The development of the PfS benchmarking process, and the supporting system, has the key role to play in this objective, as it will be the tool whereby proposed prices and solutions can be assessed for VfM against objective measures, whilst saving the time and cost of competition. The procurement and implementation of the benchmarking process and system is therefore an essential deliverable for the Corporate Plan period, and therefore a key focus of management attention. 

2.9.7
Establishment of Equity Investment Vehicle

The LEP structure also presupposes, as a part of the standard approach, equity investment from PfS or another central entity established by DfES and PUK that would need to work closely with PfS. Under the JV, there is commitment to invest in the equity of the LEP, but further investment into projects is subject to agreement by the Joint Venturers of a Business Plan for such investment. The Business Plan will need to be developed and agreed in good time for the first LEP establishment, anticipated in 4th quarter of 2005/06, so that the necessary supporting infrastructure (for example, an Investment Committee or similar, and resource to assess investments) can be put in place. 

2.10
The Realisation of Value
2.10.1 Educational Transformation

The future of PfS is, in many respects, dependant on the programme achieving not only delivery of a successful programme of investment, but also being seen to have achieved the underlying purpose of using capital to help achieve transformation in educational outcomes. 

The approach for the initial waves has involved PfS deploying resource to support and challenge LAs on the educational vision that will under-pin their BSF capital investment programme, and developing a range of continuous improvement targets for the LEP and PSP that will contribute to inputs to educational performance, but do not directly incentivise or reward educational outcomes. 

Looking forward over the three years, the challenge will be to develop and educate all participants in the BSF programme of the need to demonstrate the impact on outcomes, and therefore to incentivise the relevant performance wherever possible. To this end, it is likely that we will be:

· Working with DfES on the study to evaluate the impact of BSF on educational outcomes;
· Measuring the impact of investment on key inputs (such as trends in school behaviour, attendance, etc); 

· Exploring the extent to which we can build measures of impact on educational outcomes into the LEP continuous improvement KPIs, on which the LEP exclusivity depends.
2.10.2 Efficiencies

The BSF programme was designed to capitalise on the “bulk purchasing power” of the public sector acting as a coherent client. The roll out of the long term programme, and the exclusivity available in each locality, are designed to incentivise the private sector to invest in delivery techniques that will give the public sector much greater value than can be achieved by the type of ad hoc, one-off, project by project procurement that has prevailed in the past. The efficiencies that major private sector construction clients have achieved from their supply chains – in retail, oil and other industries – are the objective. The outcome of the Efficiencies Review published in 2004 has re-enforced the emphasis on this area, as BSF has become a major contributor to the efficiencies targets that DfES are seeking to deliver. 

The initial approach has to be to seek to educate the supply market on the scale and longevity of the opportunity, to convince them of the high level of certainty of the future programme, and to seek to require efficiencies as a contractual requirement on an area by area basis as part of the LEP agreements. Looking forward, we will be monitoring achievement of efficiencies and, if the anticipated benefits are not being realised, will consider more active market intervention – for example, by establishing framework suppliers for key units or components. This would be a significant diversion from current activities, and will require careful consideration and Business Case analysis before commitment. This is covered in more detail in 2.10.6.
2.10.3
Design Quality

It is essential that the massive investment being made through BSF delivers schools of high quality design. Quality of design will be key to ensuring that the educational transformation objectives are achieved, that ICT is fully and effectively integrated, and that stakeholders – school heads, governors, parents etc - feel the positive benefit of the investment made and feel ownership of their local solutions. Design was not a principal focus of PfS activity during 2004/05, but with the appointment of a Design Champion late in the year, and the potential widening of PfS remit to embrace design issues, there is the opportunity to take the lead in ensuring that the policy on ensuring good quality and innovative designs is actually delivered through BSF projects across the programme, and that design and ICT are recognised as key vehicles through which educational vision can be translated into a transformational reality
2.10.4
Private Sector Finance

With c.£1bn per annum of schemes intended to be delivered through use of private finance, there is a recognition that a centralised initiative could deliver considerable benefits to the National Programme.  It is intended that during 2005/06 consultations take place with the market to review the options available to PfS, including what has been achieved through Wave 1 funding schemes developed and bid by the private sector.

The commercial justification for such a review is easily made. Should such an exercise develop a structure itself,  or encourage the market to deliver restructuring, such that the cost of finance is reduced by say 25 basis points then a £100m PFI scheme would see a £185,000 reduction in its annual unitary payment.  Assuming £700m of capital funding requirement pa, this would represent an annual saving of £1.3m which is broadly equivalent to £14m of capital saved per wave.

It is envisaged that the initial work will cover engagement with the market alongside a chosen financial adviser.  Recommendations will then be brought back to the Management Group for further approval of work with a more fully developed cost benefit analysis.  The original budget for this work approved in 2004/05 has been budgeted to be spent in 2005/06 and 2006/07 on the assumption that approvals are received from the Management Group.

It is accepted that the delivery of such an initiative will now miss Wave 1 but it should be capable of introduction into subsequent waves and therefore the development and management will extend into 2006/07 and has been reflected in the forecast at 50% of 2005/06 level.  It is envisaged that subsequent to that it would be self funding.
For Wave 1 schemes, in advance of any such initiative coming into effect, we will be requiring bidders to demonstrate how value may be extracted from the volume of funding, and pipeline of deals, that will be delivered in each area, such that the public sector derives appropriate value from this aspect of the BSF opportunity. Bidders’ responses to the Wave 1 opportunity will help inform conclusions on a potential central initiative. 
As part of another funding initiative, again to reduce funding costs, work has commenced with the European Investment Bank with a view to exploring the potential to introduce them as a funding partner as part of Mandatory Variant Bids on two projects.  Should this prove successful then work will commence on the development of a defined lending solution, whereby PfS would facilitate their participation in schemes to pre-agreed terms.  This work will commence in the first quarter of 2005/06 and be developed with a view to roll out in subsequent periods.

2.10.5
Insurance

One of the most significant, non-financing components of a PFI Unitary Charge is the cost of required insurances. Currently, in schools PFI, there is effectively one supplier determining the market.  The contractual risk sharing approach under SoPC to insurance premiums and the consequences for price has generated a considerable feeling that VfM is currently not being achieved in this area.  The DfES VfM Unit have also been looking at the issues around schools insurances generally, and we have already been carrying out some exploratory analysis through joint working. Going forward, we would expect to work jointly with DfES on this area, and would intend to engage a number of brokers and insurers who are active in the PFI market to establish what can be done to reduce pricing and/or encourage new entrants.  This will initially cover the development of Risk Management guidelines and how they may be implemented and taken forward by a LEP.  It is felt that the bidder market is at this stage under-equipped to develop these risk management tools themselves to the extent that a national saving is achieved.

A second issue regarding insurances is in relation to latent defects. As waves develop and pre-existing LEPs move into second tranches of development, the remodelling/refurbishment of existing buildings will form a greater part of work required.  In instances where the LEP is required to assume latent defect risk, the pricing of the risk assumed across the whole programme is highly likely to exceed that actually incurred; accordingly there is leakage of value from the programme.  It is therefore proposed that a centrally procured initiative be explored whereby an insurance related product could be developed to reduce the level of the risk pricing adopted by LEPs.  This, initial discussions with brokers confirm, could result in meaningful programme level savings and a limited scope evaluation exercise will be conducted in 2005/06 with a view for launch in 2006/07 based on a presumption that any such exercise would be self funding.

2.10.6
Construction/Services – Central Procurement

Through the development of the initial business case for BSF much has been made of the programme benefits that should be delivered by the market in terms of volume and hence pricing efficiencies.  The experience to date from the market consultation is that the degree of engagement in improving their supply chains has not met our expectations.  Accordingly, it is felt appropriate to consider the development of centrally inspired procurement initiatives.  These could cover:
· central purchasing and supply of temporary teaching accommodation units;

· developing frameworks for procurement of key building elements form sanitary ware to ironmongery; and/or

· encouraging modular construction techniques as required bids and absorbing design risk if unsuccessful.

It is felt, however, that such initiatives would be presuming market failure when none can be demonstrated. There is currently no evidence of market failure due to the stage at which the programme is at.  We will gradually obtain a clearer picture on the market’s response to these opportunities and challenges as bids are received, clarified, negotiated and finally deals closed over the next 12 -18 months. Accordingly, such initiatives are not envisaged to commence in 2005/06.  As part of the monitoring of bids we will consider the degree of active supply chain management being developed by bidders and whether a central initiative would return better results to the programme.  It is, as a result, anticipated that such initiatives will not be taken forward before 2006/07.

In a similar vein, we will be monitoring capacity in the different elements of service supply required, to ensure that the market can meet the BSF requirements – and considering alternatives where capacity failure arises. We have already specifically reviewed market capacity in construction, and in private equity, and potential issues in debt and insurance are covered above. The main other area where capacity issues may arise is in the provision of ICT support, where the BSF requirement is a very significant expansion over previous levels of activity, and has an integral role in achieving the end educational outcomes. 

2.11
Conclusion
It is clear from the above that the forthcoming three financial years will require of PfS, its staff and its sponsors, a great deal of hard work, but that by the end of that period we can get to the position of a steady state whereby not only are the educational and procurement benefits of the programme being realised, but we are also in a position to start delivering benefits – in terms of programme efficiencies - back to our stakeholders. 
SECTION 2 APPENDIX 1 – SUMMARY OF KEY OBJECTIVES

The shaded items are those that have been taken to the Executive Summary, relating to the 6 key objectives 

	Key Target
	05/06
	06/07
	07/08
	Key actions proposed
	Lead responsibility
	Resourcing committed
	x-ref to detailed plan

	Programme Progress
	
	
	
	
	
	
	

	Complete education vision work for Wave 2 by 31 July 2005
	√
	
	
	Additional education resource
	BB
	2 interim Ed Advisers, + 3 recruits from April to July
	Education

	Wave 2 project development, so that all  schemes progress to procurement before year end 
	√
	√
	
	Additional PDs


	PH
	PD Team
	Operations



	First Pathfinder procurements to reach LEP set up before end of 2005/06


	√
	√
	
	Additional PDs
Commercial Team re-enforced – 3rd lawyer, fin. modeller, deal closer, construction.
	PH
	1 PD to 2/3 projects throughout procurement; 

8 in Comm. Team 
	Operations

Commercial

Returns Budget

	Achieve JV KPIs on Pathfinders and Wave 1 
	√
	√
	√
	Flow through to LEP standard documentation

Bid evaluation
Benchmarking/ PM System
	AR

JS

MS
	Commercial and Nat Prog team

As below


	Commercial 

National Programme

KM

	Wave 1 procurements to progress through to timescales per Returns Budget for returns in 2006/7 
	√
	√
	
	Additional PDs
Commercial Team re-enforced – 3rd lawyer, fin. modeller, deal closer, construction
	PH
	1 PD to 2/3 projects throughout procurement; 

8 in Comm. Team
	Operations

Commercial

Returns Budget

	Standard documentation settled, issue before 31 July 2005
	√
	
	
	Commercial team re-enforced.
	AR
	8 in Comm Team 
	Commercial

	Improved Business Cases, passing through PRG with minimal issues; agreement to delegate approval to PRG from 2006/7
	√
	√
	
	Better managed process

Ops team lesson learning/sharing
	JS
	Recruit of 1 fin. modeller and 1 QS,. Tech advisers
	National Programme

Operations, 
Commercial

	Evidence efficiencies are deliverable, by PSPs contractually committing to continuous improvement targets in 1st LEP deal closes
	√
	√
	√
	Publicising programme info
LEP continuous improvement KPIs
Market engagement
Efficiencies reporting
	JS
	JS

Commercial team
	National Programme

	Developing Benchmarking/PM approach and system, so that supplier and mechanism in place by time 1st LEP set up in late 2005/06 


	√
	√
	√
	Procurement of system.

Set up customer user group (PSPs, LAs etc)
	CIO initially
	Ops Director - “SRO”.

Knowledge Manager to be  Project Manager.


	KM

	Development of investment business, so that ready to assess first investment 3 months in advance of 1st LEP set up in late 2005/06
	√
	√
	√
	DfES and PUK to agree principles, and approach

PfS to support development of agreed way forward
	AR
	Recruit equity lead
	Commercial

	Wave 3 engagement initiated efficiently, with educational vision and strategies completed by end of financial year
	√
	√
	
	Additional education resource

Additional PDs
	BB/PH
	Education and PD Team 
	Education

Operations

	Complete supply chain development exercise by year end, improving quality and quantity of committed suppliers 
	√
	
	
	Targeted 6 month engagement exercise, with specific outputs defined
	Technical construction lead in Commercial Team
	Technical construction lead in Commercial Team
	Commercial

	Issues 
	
	
	
	
	
	
	

	Resolution of VA affordability and PFI funding issues
	√
	
	
	Being addressed within DfES
	DfES
	PfS SMT 
	National Programme

	Integration with Academies Programme 
	√
	
	
	BB acting as liaison point 
	BB
	
	Education



	Initiatives 
	
	
	
	
	
	
	

	Business case to assess central approach to debt funding 
	√
	
	
	Market feedback; assessment of 1st bids proposals. Leading to assessment of value of changed approach 
	AR
	
	Commercial 

	Business case to assess central approach to schools insurances 
	√
	
	
	Market feedback; assessment of 1st bids proposals. Leading to assessment of value of changed approach
	JS, AR
	
	National Programme

	Corporate
	
	
	
	
	
	
	

	New CEO
	√
	
	
	Recruitment commencing 1st quarter 2005/06
	BD
	MG, SC, JS 
	

	New Head office
	√
	
	
	Awaiting DfES decision
	AR
	NG
	

	Oversight Board appointments 
	√
	
	
	Awaiting appointments process outcome
	MG
	
	

	Corporate communications
	√
	
	
	Implement communications initiatives per section 3.7


	DG
	
	

	Commercial operating  freedom
	√
	
	
	Agree with N+NDPB sponsor team flexibility within statutory requirements
	DG, DB
	
	


SECTION 2 APPENDIX 2 –KEY ROLES OF PfS, DfES AND 4ps 
Purpose of this document

To outline for Authorities entering the BSF programme, the roles of the key individuals from Partnerships for Schools (PfS), the Department for Education & Skills (DfES) and 4ps they will be working with. These roles are identified as either ‘Lead’ or ‘Support’. Where an individual is identified as the ‘Lead’ on a given issue, s/he should always be the first point of contact. Where an individual is identified as the ‘Support’, s/he will usually work through the ‘Lead’ to provide assistance to the Authority. 

At the foot of the key roles matrix below is a basic timeline that shows when each issue listed is likely to occur up until the Outline Business Case (OBC) is completed. A more comprehensive timeline is attached at the end of this document.
OVERVIEW OF ROLES AND RESPONSIBILITIES
DfES Contact Officer

Each Local Authority will be allocated a Contact Officer at the DfES, who will work closely with their project team and provide access to policy advisors at the DfES.  The Contact Officer will also manage the various project approvals for the DfES, including representing projects at the Project Review Group, if necessary. See www.teachernet.gov.uk and www.bsf.gov.uk for further information.
Partnerships for Schools – Project Director and Education Assistant Director

The Non-Departmental Public Body (NDPB) set up to deliver BSF nationally, as a Joint Venture between the DfES and Partnerships UK. The Project Directors attached to each BSF project provide continuous support and guidance in following the procurement process. The PfS Education Assistant Directors provide guidance on the development of the BSF education vision, within the framework of existing education strategies. See www.pfs.org.uk and www.bsf.gov.uk for further information.

Public Private Partnership Programme (4ps)

4ps provides support to local Authorities for the BSF programme, through its Expert Client programme. 4ps can provide general project support, if requested, and independent advisory services to Local Authorities in England and Wales, particularly for large projects and partnerships. It also operates the Gateway Review process within BSF. See www.4ps.gov.uk for further information.

Commission for Architecture and the Built Environment (CABE)
CABE is an Executive Non-Departmental Public Body. It is funded by both the Department for Culture, Media and Sport (DCMS) and the Office of the Deputy Prime Minister (ODPM). CABE Enablers, funded by the DfES are expert architects appointed to assist Local Authorities with the development of quality designs. Each Authority receives 10 days’ support up to financial close, the use of which is agreed between the Authority and their Enabler. See www.cabe-education.org.uk for further information.

	Issue
	Project Stage
	PfS Project Director
	PfS Education Assistant Director
	PfS Commercial Team
	DfES Contact Officer
	4ps
	CABE
	

	0
	Immediate point of contact for all general enquiries re. BSF
	All
	Lead
	
	
	
	
	

	1.1
	Briefing, at high level, Project Team/Board & other stakeholders re. BSF & role of diff. agencies
	1
	Support
	Support
	
	Lead
	Support
	

	1.2
	Briefing, at detailed level, Project Team, Board & other stakeholders
	1
	Lead
	Support
	
	
	
	

	1.3
	Providing initial guidance on project steps/stages/approval processes
	1
	Lead
	
	
	Support
	
	

	1.4
	Briefing senior management teams & Members re. BSF as a corporate priority
	1
	
	
	
	
	Lead
	

	1.5
	Importance of design quality and how to get support and advice
	1
	Support
	Support
	
	Support
	
	Lead

	1.6
	Briefing Local Authority re. project management resources needed
	1
	Lead
	
	
	
	Support
	

	1.7
	Supporting development of project governance arrangements & structure
	1
	Lead
	
	
	
	Support
	

	1.8
	Assistance in the development of the PID
	1
	Lead
	Support
	
	
	Support
	

	1.9
	Options for use and appointment of external advisers, e.g. PfS frameworks
	1
	Lead
	
	
	
	Support
	

	1.10
	Agree Project Support Funding
	1
	Lead
	
	
	
	
	

	2.1
	Providing detailed guidance re. process for the development of the Education vision
	2
	
	Lead
	
	Support
	
	

	2.2
	Providing training workshops for Headteachers and School Governors of BSF Schools
	2
	
	
	
	
	Lead
	

	2.3
	Providing specific guidance re. DfES policy, e.g. VA funding
	2
	Support
	Support
	
	Lead
	
	

	2.4
	Providing specific guidance re. the LEP: structure (incl. ICT integration) & commercial issues
	2
	Lead
	Support
	Support
	
	
	

	2.5
	Evaluation of the PID
	2
	Lead
	Support
	
	
	
	

	2.6
	Assistance to develop initial wave’s scope, including funding envelope
	2
	Lead
	Support
	Support
	Support
	Support
	

	2.7
	Assistance with joining up funding
	2
	Support
	
	
	Lead
	Support
	

	2.8
	Assistance to develop the Education Vision,  including pupil place planning assessment
	2
	Support
	Lead
	
	Support
	
	

	2.9
	Assistance with developing the ICT Vision
	2
	Support
	Lead
	
	Support
	
	

	2.10
	Evaluation of the Education SWOT Analysis
	2
	
	Support
	
	Lead
	
	

	2.11
	Evaluation of the Education Vision, including pupil place planning assessment
	2
	Support
	Support
	
	Lead
	
	

	2.12
	Assistance in the development of the SBC
	2
	Lead
	Support
	Support
	Support
	
	

	2.13
	Confirm project scope (initial & subsequent waves), including base funding envelope
	2
	Lead
	Support
	
	Support
	
	

	2.14
	Confirm procurement strategy, including preferred delivery model & approach re. sampling
	2
	Lead
	
	Support
	
	Support
	

	2.15
	Gateway 0 (optional) completed by 4ps Gateway Review Team
	2
	
	
	
	
	Lead
	

	2.15
	Evaluation of the SBC
	2
	Support
	
	
	Lead
	
	

	3.1
	Assistance in the development of the OBC
	3
	Lead
	Support
	Support
	
	
	

	3.2
	Confirm funding for the first wave of BSF investment, including abnormals (subject to final funding approval by DfES)
	3
	Lead
	
	Support
	
	
	

	3.3
	Gateway 1 completed by 4ps Gateway Review Team
	3
	
	
	
	
	Lead
	

	3.4
	Evaluation of the OBC & subsequent submission to PRG
	3
	Support
	
	
	Lead
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SECTION 3 – 2005/06 BUSINESS PLAN

3.1
PfS Mission 

Partnerships for Schools (PfS) is the national programme manager for Building Schools for the Future (BSF).
PfS exists to enable the procurement and delivery, at local level, of a national programme of 21st Century teaching and learning facilities, and regularly refreshed technology systems.  Its purpose is to enhance the effectiveness and efficiency of investment through the BSF programme, thereby promoting and enabling transformational change in secondary schools. 

PfS is a Non Departmental Public Body (NDPB), wholly owned by DfES, but jointly financed and managed by DfES and PUK under the terms of a Joint Venture Agreement (JVA), established to assist the delivery of strategic investment in the English secondary school estate through the BSF initiative. 

3.2
PfS Purpose and Functions
In their Joint Venture Agreement, DfES and PUK have agreed that the purpose and functions of PfS and the joint venture between them shall be to:

· Improve substantially the quality of the school estate in England;

· Shorten substantially procurement time scales for new schools and school works;
· Substantially improve value for money of procurements and associated functions of new secondary schools, secondary school renewal/refurbishment projects and IT for secondary schools for LAs and DfES;

· Improve and simplify the processes by which end users (i.e. schools and/or LAs) can obtain funds for school improvements and developments from the BSF, from other sources of Government and Local Government funding and from the private sector; 

· Enhance community use of school premises through the development of plans and means of implementation that will be adopted by LEPs, LAs, schools and private sector partners;

· Develop national procurement strategies and standardised documentation, aligning central and local public sector, and private sector, interests, and improving capacity and competition in the private sector supply markets;

· Act as a catalyst to help LAs develop appropriate educational and investment strategies, as a basis for delivering investment in their schools through the BSF;

· Provide transaction support to assist LAs, schools and local education projects;

· Appoint advisers to assist with the BSF Programme and to provide advice to LAs;

· Act as a procurement and support organisation, managing and supporting the roll out of the programme of procurements and the establishment of LEPs; and

· If PUK and DfES agree, and so long as it does not jeopardise the delivery of other objectives, then PfS may develop opportunities to improve value for money achieved from the remaining non-strategic funding for schools available to DfES to support local investment;
all with the objective of raising materially educational standards and the quality of inputs to the English education estate.

PUK and DfES have also agreed that PfS should support LAs during the period when a LEP is delivering the local investment programme, and should invest in the LEPs that are established as a local joint venture. Both of these roles are focussed on enhancing the achievement of the overall BSF programme objectives of delivery of improved facilities through local investment supporting the educational strategy at a local level.
From September 2004, the JVA provided for PfS to carry forward activities previously undertaken by PfCS, including delivery of VA primary school projects that would not otherwise be part of the functions of PfS.
3.3
PfS Roles
PfS will focus on two main streams of activity:

· development and management of the national BSF programme;

· development and management of the local projects, including:
· challenging the LAs in defining their educational strategy and how they will use the investment opportunities of BSF to achieve local transformation in educational performance;
· assisting the LAs (or groups of LAs) to select their Private Sector Partner with which they will establish a Local Education Partnership (LEP) which will deliver the transformation.

On a day-to-day level, PfS must simultaneously act as:

· a support function to the BSF team in DfES, 

· assistant and provider of support to the procurement team in each LA, 

· evaluator and co-selector of the Private Sector Provider in each LEP,
· ongoing supporter to LAs once LEPs have been established.
It is also expected that a separate entity will act as a minority shareholder in approximately 150 LEPs and, subject to agreement of a separate Business Plan, their SPVs for individual projects and businesses.

3.3.1
Detailed roles
To define the roles in more detail, PfS will provide:

· Local project development support to LAs including:

· Support and challenge to LAs in catalysing their educational vision;
· Developing Strategic Business Cases which link Estates and ICT Strategies to the implementation of educational vision and align multiple streams of funding.

· Local project management support to LAs to support school delivery including:

· Helping the LAs to structure, organise and mobilise local programmes and projects;
· Project development i.e. providing advice on feasibility studies and Outline Business Case development;
· Procurement advice and transaction support from selection of bidders through to formation of a LEP;
· Capacity building through mentoring and training specifically required to deliver the BSF investment;
· Supporting LAs through the period after the LEP has been established, whilst they are monitoring delivery of on-site investment, for example through making available examples of good practice and benchmarking of costs or performance;
· Helping the LA and PSP develop the next wave of schemes to be delivered, again including making available examples of good practice and benchmarking of costs or performance;
· Developing a market of private sector suppliers able to take on the demands of delivering the requirements of BSF at a local level, and ensuring strong and robust competition across the programme of procurements;
· Encouraging and incentivising the private sector to develop delivery techniques that will enhance the efficiency with which the programme is delivered. The potential for greatly expanded use of off-site pre-engineered construction is particularly being explored in this respect. 

· National programme development including:

· Developing the master programme (of investment) through assistance in prioritisation of funding, phasing the programme to optimise procurement etc.;
· Developing standardised procurement documentation and processes;
· Identifying opportunities and promoting continuous improvement;
· General advice and support, for example, advising DfES, HM Treasury and ODPM regarding the implications of proposed policy changes.

· National programme management including:

· Maintaining the master programme (of investment) through assistance in prioritisation of funding, phasing the programme to optimise procurement etc.;
· Performance measurement, controls and benchmarking;
· Implementing communications strategy for the programme;
· Knowledge management.

· General business management i.e. administer PfS as a stand-alone business including the development and implementation of annual business plans, compliance with Corporate Governance and reporting requirements and ongoing performance management.

3.4
Progress in 2004/05
PfS was established in March 2004, and so 2004/05 was the first year of “live” operations. Previous activity had been in a shadow form, resourced through PUK and DfES, and, due to delays in recruitment, much of the activity during 2004/05 was performed by staff employed on a variety of short term arrangements. Nonetheless, very significant progress was made across a number of the fundamental issues that are key to delivery of the BSF programme, particularly:
· Project Affordability – the Pathfinder projects were significantly delayed by unresolved issues on the level of funding they would receive. These issues were resolved, and agreed with DfES Ministers,  in July 2004;
· Programme scope and funding parameters – alongside working with DfES on  resolving the project affordability issues, PfS carried out a major programme modelling exercise to establish funding parameters that would enable the overall programme objectives of bringing all schools to 21st Century standards within 10-15 years from 2005/06 to be met, within the funding and the market capacity constraints that could reasonably be foreseen. This work was completed in July 2004;
· LEP consultation and standardisation – a procurement and delivery approach designed to meet the needs of the BSF programme has been developed – able to deliver a long term programme of investment across an area, using PFI and conventional procurement and integrating ICT into the design and construction activity – and extensive consultation carried out across public and private sectors. A full suite of standard procurement and commercial contractual documentation has been made available for use across the programme;
· Pathfinders to procurement – following resolution of the affordability issues, the Pathfinders were rapidly progressed through finalising their Business Cases, and local and national approvals, so that procurement commenced in October 2004. As at March 2005, 6 Pathfinder and Wave 1 schemes are in procurement with a further 3 likely to follow in April;
· Wave 1 education visions – BSF is fundamentally a programme about improving educational performance, using capital investment to support other local initiatives to effect a step change in outcomes. PfS completed an exercise to challenge, and be a catalyst for developing the educational vision for all Wave 1 Authorities, over the 6 month period from their announcement in February 2004;
· Wave 1 scopes defined – following the completion of the educational vision work, and the agreement of the programme scope and funding parameters, the scope of many of the Wave 1 schemes needed to be revisited to ensure Wave 1 was an appropriate precedent for the rest of the programme. This major exercise, across 13 LAs, was completed in 4 months following the decision on programme scope and funding parameters;
· Knowledge management well underway – the BSF portal has been live since the autumn of 2004, and all Pathfinder and Wave 1 LAs have been set up and trained in its use. All Wave 2 and 3 LAs have been introduced to the portal, and the programme of setting up is well underway. Good progress has also been made on developing the methodology for benchmarking future schemes under the LEP relationship, and an outline paper has been issued, together with a Statement of Requirements, as the basis for the system procurement.
However, despite all of the above achievements, the development in 2004/05 that will have the greatest long term benefit to the BSF programme was the recruitment of a high quality team across all aspects of the PfS business; 
· Educational;
· Operations;
· Commercial, including legal and financial;
· National programme management;
· Knowledge management.

The progress made in 2004/05 was achieved despite PfS operating considerably  below planned resource levels. The establishment, over the last 2 quarters of 2004/05, of a team at or around the originally envisaged level, enables PfS to now start “punching its weight” for the first time. Whilst the  developments in 2005/06  represent an  increase in resource, more significant is that this period will represent the first period of the organisation operating at its intended level and having the anticipated impact.
3.5
Priority Objectives for 2005/06 

The key priorities for PfS in 2005/06 fall into various categories as follows:
· Programme progress priorities; 

· Issues requiring resolution so as not to be an impediment to progress;
· Development of initiatives that will create opportunities to improve the delivery of the programme;
· Corporate development.
3.5.1
Programme Progress Priorities

Building on the progress achieved to date, the following areas of progress are priorities to ensure that the programme continues to deliver to plan;

· The agreement (by the LA and its stakeholders, PfS and DfES) to clear, transformational education visions for Wave 2 areas, that have been subject to robust challenge and are a sound basis for taking forward an investment strategy and procurements of long term partners. Wave 2 projects should then be rolling through approvals processes and into procurement through the second half of 2005/06;
· The first Pathfinder projects progressing to financial close, and the flow of other Pathfinder and Wave 1 schemes into and through procurement continuing to progress on the planned timescales, as reflected in the Returns Budget, with achievement of target performance against the Joint Venture KPIs as set out in Appendix 2 to Section 2;
· The standard documentation that has been developed, becoming settled and accepted through adoption in the Pathfinder and Wave 1 procurements;
· Demonstrating that we are recycling learning from early projects to later, through identifying areas for improvement and disseminating messages across PD team to projects, resulting in smoother passage of Business Cases and delegation of PRG role to PfS. The outline of the steps for an improved process through approvals is in the National Programme Business Plan;
· Bidders’ solutions showing evidence that they will commit to the programme efficiencies that are envisaged, in terms of real cost reduction through the flow of waves and projects creating volume and predictability as a basis for real efficiency;
· The development of the benchmarking methodology, and the successful procurement of the new technology to deliver the programme’s benchmarking and performance management requirements; 

· The Joint Venturers’ Agreement to a Business Plan for the investment business by which investment into in LEPs is made, and the establishment of that business. This will include, before the end of the year, the establishment of an investment approval process (criteria, Investment Committee or equivalent etc) and the appointment of Directors to LEP Boards;
· The BSF portal continues to be developed, and used in practice, as the principal means by which information and learning are shared and recycled across the programme;
· Efficient initial engagement with Wave 3 LAs in the latter part of the year,  leading to SBC development before the year end;
· Stepping up quality of market interface, with systematic feedback with bidders  on each scheme as they engage on their first bids and more targeted inter-action with the supply chains (below lead contractor level). 
3.5.2
Issues Requiring Resolution  

The following issues represent significant hurdles to the successful and timely roll out of the BSF programme, and therefore require resolution if the Business Plan is to be achieved; 
· For Voluntary Aided schools, agreement will be needed with the faith and non-faith bodies concerned in relation to two issues to ensure the commitment to equality of access to BSF for VA schools can be honoured: 
· the way in which the 10% Governors’ contribution will be treated in future BSF waves (an interim solution being in place for Wave 1 only); and

· the establishment of a mechanism for delivering revenue support to VA schools where value for money suggests that they should be delivered as PFI, to mirror the support a PFI credit gives to LA schools.
· a solution has been identified by DfES to the 10% contribution issue, and communicated early in the 2005/06 year, but the issue of support to PFI contracts remains.
· A protocol or similar agreed with the Academies Division of DfES to ensure we have a coordinated message and approach to engagement with LAs, and a consistent approach to the integration of academies and BSF in local strategies.
3.5.3
Initiatives to be Developed
The following initiatives represent opportunities to improve delivery of the programme, and/or the value for money achieved from it. In each case we will prepare a Business Case to assess whether further investment in such an approach will provide significant value and add to procurement efficiency, prior to committing significant resource.
· The development of a central approach to debt financing for the programme, so that lending terms reflect the scale, volume and replicability of the programme, rather than each deal individually, and the efficiency of the procurement process is not undermined by deal-specific lender negotiations; 
· The development of a new approach to insurance for schools investment, again to gain the efficiencies available from a programme wide, rather than school by school project, approach, and to address the risk to the programme sustainability and VfM from the current paucity of schools insurers. Work has already commenced in this area, alongside a review instigated by DfES;
· To consider and, if thought appropriate, to implement a programme for the risk taking on latent defects on refurbished schemes to be held centrally through provision of an insurance policy taken out by the LEP, with the schemes benefiting from lower costs for the assumption of risk and so creating enhanced value across the BSF programme.
In the following areas, there may again be opportunities to provide significant value and add to procurement efficiency, but the impact on PfS could be much greater – in terms of requiring a different skill set, or fundamentally different mode of engagement with the market, from that currently in operation. In these cases, we will do no more than monitor progress and activity during 2005/06, with a view to concluding whether further more fundamental intervention is required over the remaining 2 years of the Corporate Plan period:
· More concentrated engagement with potential suppliers, into the supply chains as well as lead contractors, and consideration of PfS more actively securing supply efficiencies – for example, through direct procurement of modules or components of schools, or establishing a market for temporary accommodation;
· Reviewing whether local area procurements will give the best value outcomes for the ICT requirements within BSF, as opposed to a national approach that may extract greater value from the limited market of suppliers.
3.5.4
Corporate Developments

In terms of establishing PfS as an effectively functioning organisation, most of the building blocks were put in place in the course of 2004/05. The key remaining issues to be addressed in 2005/06 are: 

· Put the Chief Executive position on a permanent basis;
· Establishing a stable head office base in a suitable location; 
· Appointment of the Oversight Board Directors, to complete the governance framework;
· Improve the corporate communications, and clearly establish PfS as a recognised “brand” – see below;
· Achieve the position of operating as “a delivery-focused commercial entity, with the usual business drivers” as recommended by the Gateway Review, within the constraints of the legal position of PfS as an NDPB.
3.6
Human Resources
3.6.1
Recruitment 
The outcome of the plans for the different parts of the business  is a need to increase the total full time equivalent resource by 12. The total resource base at 31 March 2005 is 40, and with future recruitment will then be a complement of  52 at 31 March 2006,  made up of:

· 42 employees

· 1 secondee from DfES, 3 from PUK, and 1 from OGC
· 5 secondees from advisers

We will have ceased using associate contracts within the core team complement. 

Some key decisions that lie behind the above expansion in the payroll, and the reasons for them, are as follows:
	Recruits
	Role
	Rationale

	Head of Information and Communications
	To coordinate our activity across the inter-related fields of knowledge management and communications
	We have so far had a short term appointee leading on KM, and external advisers supporting on communications. Both roles are key to future success, and, combining them creates a substantive role for a senior recruit which will save on the costs of advisers. 

	ICT specialist within the education team and  strategic relationship with the British Educational Communications and Technology Agency (Becta) (or alternative resource if Becta cannot deliver)
	The educational and procurement requirement in relation to ICT
	Integration of ICT into educational strategies, and commercial delivery is a key objective of the BSF programme. We have used short term contract staff to date. Becta are a DfES NDPB and are the main centre of such expertise.

	Document Manager
	To ensure efficient access for all users (internal and external) to the standard documentation and guidance
	Good documentation has been produced, but access is not user-friendly and is time consuming for the Knowledge Manager; this will free him up to focus on the new  Performance Management system

	Expansion of the Project Director team to 13
	To manage the current workload on the basis agreed, and to plan for the additional workload when  we engage fully with Wave 3 and have first operational LEPs
	Set out in Revised Business Plan approved October 2004.

	Expansion of the Education Team to 6 from September 2005
	Ensure education vision embedded throughout all stages of BSF process
	Planned resource of ED + a team of 3 proved insufficient to provide effective challenge and support to Waves 2, engage initially with Wave  3 Authorities, and maintain ongoing educational support to all LAs  as they progress through the programme. The original resource for the education team assumed this was a one off exercise. More detail is in the Resources Section of the Education Plan, Appx 1 to this Section 4.  

	3rd Lawyer in the Commercial team
	Support LAs on understanding LEP procurement and commercial documentation, supporting development of bid documentation
	With 37 projects in the programme, the existing resource of 2 is insufficient to interface with all the LAs requiring support

	Commercial resource for financial models and to deal with technical construction issues


	Ensure Business Cases robust, and can be reviewed and interrogated with the necessary expertise. Challenge LAs and bidders on costing and pricing issues, changes etc 
	Some initial Business Cases have not been prepared with necessary quality; looking forward, detailed issues of costing and pricing will arise as procurement process progresses, and we need effective challenge and interface.


3.6.2
Training Programme

With the appointment of permanent staff to PfS there is a need for a more coherent training and development strategy:
· to secure common approaches across the company; 
· to develop teams and share existing expertise;
· to address skill gaps; 
· to provide personal and career development. 
Progress to date has included:
· the introduction of an appraisal system which identifies personal and professional development needs;

· self identification of training needs by the Project Directors as a group;

· recent PfS away day in Coventry. 
It is important to recognize that as an organization in a start-up phase, more emphasis has been placed on establishing PfS as a learning organization, identifying the current skills mix and creating relevant processes than delivering training which may not be relevant in the long term.
In order to progress a training and development strategy aligned to the business needs, future plans will include:
· A pattern of regular away days. We are looking at a pattern of two residential and two daily whole company training opportunities in the year with a particular focus on developing PfS culture;
· Follow-up to appraisal outcomes which combine individual opportunities (conferences, visits, coaching, shadowing) and group training;
· Consideration of whole company development opportunities on common themes, e.g. presentations, chairing meetings, contact with the media. 

3.7
Communications
One of the strong messages arising from the first PfS Away Day, and the review of areas where we can improve our performance, was in relation to communications, both internal and external. The proposal to establish a new post of Head of Information and Communications, to coordinate and integrate our activity across both communications and knowledge management and sharing, is a key part of the plan to “up our game” in this respect. Geronimo will provide support as required to the new appointee. 

The following additional measures have been put in place for 2005/06

3.7.1
Internal Communications
· A detailed framework of meetings to ensure that there is consistency of knowledge and understanding across the remote working teams, and a flow through of issues and information across the whole organisation.;
· A fortnightly news digest, summarising key developments and points of interest across the organisation;
· Investment in enhanced technology to facilitate efficient communications for all members of the team who work remotely and/or travel extensively;
· Building on a successful first away day, with a programme of further opportunities for the whole team to get together on an approximately quarterly basis.
3.7.2
External Communications

· The publication of a quarterly newsletter, to keep all stakeholders informed of progress and key developments in BSF and PfS;
·  The production of a brochure that can be used to introduce PfS and establish key messages;
· A programme of regional events, bringing public and private sector parties together around the country;
· A programme of conferences to engage with contractors and their supply chains, supplementing a programme of network events with the LAs in the programme through which consistent messages are communicated and inter-authority working facilitated;
· A review and refresh of the content of the website;
· More proactive managing of media, especially trade journals, to ensure our messages are reflected and inaccurate reporting is corrected.
3.8
Financial Performance
The financial performance of PfS is measured and managed at 3 levels:

· Annual management within the agreed operational budget funded by DfES and PUK, treated as Grant in Aid for the NDPB;
· Performance in delivering the programme against the targets set in the Returns Budget, with payment of returns reflecting achievement of agreed milestones and achievement of KPIs, particularly the planned establishment of LEPs across waves of the BSF programme and the completion of individual schools investment projects;
· A flow of future investment activity into the LEPs, with future investment returns arising as school investment is delivered efficiently and operational KPIs achieved.
3.8.1
Financial Performance in 2004/05
PfS consistently under-spent against budget during 2004/05. The original budget approved for PfS was £10.0m. Due to the under-spending trend, a reduced revised budget was agreed in October 2004, of £9.3m. Continued further under-spending led to the latest forecast of an outturn spend of £8.9m, a positive variance of £371k against revised budget and of £1.1m against the original budget. 

It is important to note that whilst part of the under-spending was due to delays – for example, in agreeing office relocation, and in taking forward a central approach to debt funding, which led to potential expenditure carried forward to 2005/06, other delays, principally in recruitment, led to higher expenditure than would have otherwise been the case, due to continued use of associates and consultants as interim measures. Tight cost controls have been exercised throughout the last year, and deployment of resource has generally been deferred until there is a proven case. This is the philosophy that has also been followed in compiling the 2005/06 budget. 
3.8.2
Annual Budget 2005/06 Key Financial Targets 

It is important to note that the budget for 2005/06 includes significant items budgeted for in 2004/05, that were not spent in 2004/05 (contributing to the underspend in that year) and which have been carried forward to 2005/06, principally:

· projected costs associated with office relocation;
· provision for external advice in relation to the potential development of a central approach to debt financing for the programme;
· the first part of the projected spend on the new Benchmarking and Performance Management system,
The budget is also higher than the original projection for 2005/06 (of £9.1m, prepared in October 2004) due to the:

· expansion of the core team referred to above, from 40 to 52 staff, which responds to specific areas where need has been identified to re-enforce the team from its current complement (for example, on education vision, Business Case robustness, delivery of the ICT elements of the programme etc) as set out in detail in Section 3.6.1; and

· the costs associated with the specific initiatives referred to above.
3.8.3
Returns Budget

A Returns Budget for Pathfinder and Wave 1 schemes was agreed by the Management Group in February 2005.  This is an update on that considered by the Management Group in November 2004, due to the de-coupling of the Greenwich, Lewisham and Southwark joint project into separate procurements, and to capture developments on Wave 1 schemes now the first OBCs are at the point of PRG approval (being the point at which the Returns Budget for each wave is set).
3.8.4
Investment Business 

As described in the Finance and Commercial Business Plan, the Investment Business has not yet started activity, but 2005/06 will be the development period for that future business.
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