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Executive Summary

Haringey has been included in Waves 2 and 4 of the Building Schools for the Future
(BSF) programme. The Council is in the process of finalising the scope of investment
required to meet the principal objective of BSF — being transformation in the delivery of
education.

Haringey is unique in that it has an existing PFI project for a large proportion of its
secondary school estate. The PFI contract was signed in October 2000 and runs to
2025. The original contracting party was Haringey Schools Service Limited (HSSL) — a
joint venture between Jarvis plc and Barclays. Jarvis plc's interests have been
purchased by the Secondary Market Investment Fund (SMIF).

delivery across all facilities in the BSF estate. As's il considers the BSF
programme will need to be procured in some for [

The Council has developed a procurement vestment to
sit alongside the PFI contract. This mod
Management Team (JPMT). Through th
confident that the Education and ICT vision
in a co-ordinated and efficient manner.

JPMT, the Council is
ered across all the BSF assets

All relevant stakeholders, including eir support for the JPMT
model. The JPMT model has be
its objectives.

This Procuremen yart of the Outline Business Case for the
Council’'s BSF p
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Context
BSF National Programme

The Department for Education & Skills (DfES) announced in March 2003 that all
secondary schools in England would be re-provided over a 15 year period. This
initiative is called Building Schools for the Future (BSF).

The principal objective of the BSF initiative is to see a step change in education
provision. The BSF programme is simply not a building programme, but one that aims
to drive transformational change into the way the secondary school education is
delivered. Consequently, the BSF initiative fully embraces the.ificlusion of ICT.

The DfES has created, with Partnerships UK (PUK), a ne
for Schools (PfS) to manage this national programme.
drive efficiencies into the procurement of the BSF in
efficiencies can be delivered through standardisati

m called Partnerships
jective for PfS is to
is clear that these
nd, to achieve

framework-type agreement. The private secto er to the LEP will be granted
exclusivity in the delivery of th construction and ICT, for a
period of up to 10 years.

BSF at the Local Level
The London Boro ' ncil), signed a 25 year PFI contract in 2000

PFI contract was for the refurbishment,
ough’s Secondary schools and the

number of chang been implemented in respect of this contractual
elationship:

the building of an extension at Alexandra Park High School by a third party.
Whilst the building work has been completed, there remains agreement as to the
variation to the project agreement and the agreement of the FM costs of Jarvis in
providing long term maintenance at the School; and

o the appointment of Jarvis to procure further building work at White Hart Lane —
this work has not yet been completed.

In addition to which Jarvis PLC has changed its focus. It has publicly announced that it
is seeking to limit its operations in the future to the rail network. It has sold its legal and
beneficial interest in HSSL (as well as all other SPV’s in the UK) and now simply
provides the FM Services as a subcontractor to HSSL. HSSL is now owned by the
Secondary Market Investment Fund (SMIF) and Barclays Infrastructure Projects.
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The Existing PFI contract has delivered much needed investment into the Secondary
education buildings. However, this investment was largely focused on improving the
condition of the buildings and the investment does not address issues of suitability,
particularly in the context of the aspirations for the transformation envisaged by the
BSF programme. Consequently, the Council has undertaken a detailed review of the
whole Secondary estate and has identified the following activities to support a BSF
programme:

Phase 1:

o phase 1 of a new 6th Form Centre in the East of the Borough;

o a reduction in the forms of entry for the four Community ools in the East from

9FE to 8FE and targeted investment in these facilities;

o modernisation of facilities at the Voluntary Aided

) ICT investment on the above facilities.

Phase 2:

o completion of the new 6" Form Ce

eted investment in the four
and their associated co-located

o further ICT and Post 16 investment an
community schools in the West of the Bo
Special Provision;

o Pupil Support Centre (prob
a new 8FE community seconda § entre of the Borough.

he purposes of this Business Case, the
d the BSF Elements.

support pupils in new ways);

o increased use by the wider community, including an emphasis on sport and
lifelong learning; and

o provision for multi-agency services to support social inclusion.

The Council has already commenced procurement of the 6th form centre as the
pressing need to have this centre operational by September 2007 means that a partner
needs to be appointed and working with the Council in 2006.

The Council has developed a detailed and transformational ICT vision and has defined
the secondary school ICT output specification for the BSF programme. As ICT was
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excluded from the original PFI contract, it is proposed to procure a fully managed ICT
service, for all the Council’s secondary schools.

The Council recognises that the co-existence of the Existing PFI contract and the BSF
initiative will lead to significant interface issues, both from a practical and a
procurement perspective, that need to be identified and managed proactively to
maintain the benefits of the current partnership with HSSL. These interface issues are
considered further in Section 3.

Purpose of this PBC

The Council has a successful partnership with HSSL for a large proportion of its

secondary school estate. This Procurement Business Case seeks to address both the
practical and procurement interfaces that will inevitably arise een the PFI contract
and the new BSF investment.

Elements of the programme (Sectio

. to set out a value for money (ViM) asse which also considers the
preferred procurement option against a L ernative (Section 5);

o to review and consider pr¢ i ntification of the mechanisms
At isks (Section 6);

ncluded as part of the documentation supporting the
siness Case.
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PBC Checklist

PfS has outlined the key aspects to be addressed in a PBC - these are set out in Table

1.

The format of this PBC does not precisely follow the order of the aspects as identified
by PfS, so Table 2 sets out which part of the PBC responds to each relevant aspect.

Table 1: PfS PBC Checklist

PfS Ref | Aspects to be Addressed Council Response
2a Value for Money
2b National BSF Objectives
2c Local Objectives
2d Project Governance
2e Stakeholder Support
2f Market Interest
29 Risk Transfer
2h Legal Structure of the proposed mo
2i Project Management Arrangeme Section 6
2] Design Section 4
2k The Authority (and its involvement Section 7

2l

Process Map for Subsequent Steps

Part of OBC Submission
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Procurement Options for each Element

Overview

The option appraisal for each element of the BSF programme set out in this section is
not a review of the site-by-site investment requirements — this is considered in detail in
the Council’s Strategic Business Case (SBC). This section considers the different
options available to deliver the proposed investment on each site.

The approach taken in this procurement option appraisal has been to:

o longlist all potential procurement options;
o undertaken a qualitative appraisal of each option;
o shortlist those options that are practical, possib e legal framework),

o As discussed in Section 2.2, there ifferent Elements to the BSF
programme — the potential options f [ d funding each element are
discussed in turn.

6th Form Centre

Council Appraisal of Option

¢ this option would enable economies of scale to be
secured by grouping the whole life management of
the facility with the existing PFI contract;

contract.

o to seek a design, build, finance, operate solution
(DBFO) would require HSSL to take additional
borrowings. The willingness and ability of HSSL to
borrow using the existing special purpose vehicle is
questioned and was viewed as a significant
procurement risk;

¢ the construction activities for the Existing PFI are
largely complete and Jarvis Construction is no
longer active in the Education PFI market.
Consequently, a new building contractor would
need to be procured in any event;

o the legal acceptance of extending the Existing PFI
contract is in question. The proposed capital cost
of the 6™ form centre may be approximately 40% of
the capital value of the Existing PFI contract and
the original OJEC notice did not include the North
London Learning & Skills Council as a party to the
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Re

Option Considered

Council Appraisal of Option

contract;

¢ a DBFO solution would require HSSL to borrow
funds with a much shorter debt maturity than the
original funding — as the contract is in its 5" year of
operation; and

e at no point have PFI credits been formally offered
as part of the funding support for this Element of
the BSF programme.

Deliver proposals as
a separate,
standalone PFI
contract, outside of
the existing PFI
contract

operation, as a
variation.

e the school would not be able
the economies of scale off

take advantage of
y having lifecycle,
dertaken by HSSL,
owever, HSSL would

Ims. There is also a risk that,
e its intention to bid for this
r bidders would show

the capital value of this facility is very
D this minimum level, suggesting that the

there should be economies of scale in including the
new facility in the existing lifecycle and
maintenance regime operated by HSSL; and

¢ the Council’s legal advisors have questioned the
legality of including the lifecycle and facilities
management of this facility in the Existing PFI
arrangements. Consequently, the Council views
this option to be a procurement risk.

Deliver proposals
immediately as a
separate D&B
contract, funded
through grant or
supported borrowing,
but with the
completed asset not
transferred into the
existing PFI contract

¢ this would be a relatively straightforward
procurement for a D&B contractor;

e no economies of scale would be secured as a
result of the exclusion of the investment in the
existing PFI arrangements, unless HSSL'’s
subcontractors were successful in tendering for this
contract;

e uncertainty as to who would provide maintenance
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Re | Option Considered Council Appraisal of Option

on D&B completion. and asset management services, as all other
secondary schools are managed by HSSL.

5. Delay the ¢ increased costs due to build cost inflation; and
commencement of
investment and
include with the other
Wave 2 investments.

e delay in introducing the facility will have a negative
impact on the drive to improve educational
attainment.

These options have all been appraised in the context of the pressing need to have this
facility available for occupation in September 2007. Given this tight timetable, the
Council has rejected Options 1, 2 and 5, as these options wo ot allow adherence to

eme that has reached RIBA
nning approval;

act be extended to include for the provision of services on
t subject to the original PFI OJEU notice. Consequently, when
rement approach for the BSF programme, the Council has

to harmonise the delivery of services across all the facilities, but,

In concluding on the procurement of the 6™ Form Centre, the Council considers the
letting of a design build (D&B) contract immediately and the inclusion of the facility in a
Borough Wide lifecycle and facilities management contract at a later stage, to be the
preferred option. This is Option 4 — Option 3 has been discounted as legal advice
suggests HSSL cannot provide these services without a further round of competition.
In pursing this option, the D&B contractor has had sight of and is conversant with an
Output Specification that will form the basis of the BSF procurement.

Existing PFI Schools

The Council has considered a range of options for the delivery of this investment. In
considering these options, the facilities in the East and West of the Borough are
grouped together, as the issues apply equally to all facilities in the Existing PFI
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contract. Potential options are considered in Table 3, together with the outcome of the
Council’s high-level option appraisal.

Table 3: Investment on Existing PFI Schools

Ref | Option Considered Council Appraisal of Option

1. Deliver proposals as a | e at this stage, it is unclear as to what level of
DBFO variation to the investment is going to be available for these
existing PFI contract. schools. However, it is likely that the investment

would exceed 50% of the capital value of the
existing PFI contract, with the potential for
procurement challenge;

¢ to seek a design, build, fing
(DBFO) would require H
borrowings. The willin
using the existing s

operate solution
o take additional
of HSSL to borrow
se vehicle,

debt maturity than the
e contract is in its 5" year of
near its 10" year of operation

the BSF policy is for only total new-build solutions to
be funded by PFI credits — the proposed works to be
undertaken on the Existing PFI schools will involve a
blend of new build, remodelling and refurbishment.

o the cost of terminating the existing PFI contract are
considered too costly — see Appendix 2. It is unclear
as to how this termination sum would be funded;

e terminating the existing PFI contract would unravel
the risk transfer previously negotiated with HSSL —
renegotiation of this risk transfer is likely to erode the
value for money of the Existing PFI contract;

existing obligations
and to undertake the
BSF investment

¢ at no point have PFI credits been formally offered as
part of the funding support. The support will be by
way of capital grant; and

e BSF policy is for only total new-build solutions to be
funded by PFI credits — the proposed works to be
undertaken on the Existing PFI schools will involve a
blend of new build, remodelling and refurbishment.
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Ref

Option Considered

Council Appraisal of Option

Deliver proposals as a
separate, standalone
PFI contract, outside
of the existing PFI
contract

¢ given the works would be undertaken on facilities in
the Existing PFI contract, the interface issues of
operating 2 PFI projects on the same site are
considered insurmountable and not commercial;

¢ this would lead to an unravelling of the risk transfer
previously negotiated with HSSL — renegotiation of
this risk transfer is likely to erode the value for
money of the Existing PFI contract;

¢ at no point have PFI credits been formally offered as
part of the funding support. Support will be by way
of capital grant; and

new-build solutions to
e proposed works to be
schools will involve a

o the BSF policy is for onl
be funded by PFI credi
undertaken on the
blend of new bui

Deliver the proposals
as a separate D&B
contract, funded by
grant. HSSL to
manage the D&B
works and continue to
undertake the
lifecycle, maintenance
and operation under
the terms of the
existing PFI cog

e the D&B co
endered — in

ill need to be competitively
vent, HSSL no longer has a

an be Mertaken under the existing PFI
ents. This should deliver economies of

the facilities would probably need to be removed
from the Existing PFI contract whilst the D&B works
are to be undertaken. This will mean suspension of
the existing PFI contract and issues as to cost and
arrangements for continued operation of these sites
— this is likely to be more difficult if there is a third
party (not HSSL) managing the works; and

o there will be interface issues between the new
partner, managing the work on the Existing PFI
schools, and HSSL. This may give HSSL the
opportunity to renegotiate both price and risk
transfer on the Existing PFI, thereby potentially
eroding the VFM of the Existing PFI arrangement.

Current advice from PfS is that the works to the existing PFI schools will be funded by
Capital Grant. This means that any arrangements need to preserve the lifecycle and
maintenance regime currently existing as there is no additional funding for the lifecycle
of these buildings. The focus should be on whether HSSL can/should be appointed as
procurement agent or whether a separate organisation be appointed. Consequently,
Options 4 and 5 have been taken forward for further consideration.
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The Voluntary Aided schools in the Borough are not part of the Existing PFI
arrangements.

The Council has considered a range of options for the delivery of BSF investment on
the VA sites. Potential options are considered in Table 5, together with the outcome of
the Council’s high level option appraisal.

Table 5 : Options for Delivering the Voluntary Aided School Remodelling

Ref | Option Considered Council Appraisal of Option
1. Deliver proposals as a | e the issues raised in Tab re also relevant here;
DBFO variation to the E heds h d tthere |
existing PFl contract. | ® =Vvershedsnas aav ereis a
procurement risk this investment
St Thomas Moore
| OJEC notice
withdrew
ubject to
no PFl cre
investment;
nly total new-build solutions
edits — the proposed works
the VA schools involve
2. SF policy is for only total new-build solutions

funded by PFI credits — the proposed works

no PFI credits have been offered for this
investment; and

¢ the schools would not be able to take advantage

of the economies of scale offered by having
lifecycle, maintenance and operation undertaken
by HSSL, as incumbent PFI provider.

parate D&B
contfact, funded
through grant or
supported borrowing,
with the completed
asset being
transferred, by way of
variation, into the
existing PFI contract,
for lifecycle,
maintenance and
operation.

¢ this would be a relatively straightforward

procurement for a D&B contractor;

o there would be economies of scale in including

the new facility in the existing lifecycle and
maintenance regime; and

e as stated above, the inclusion of the VA schools

in the Existing PFI contract may be subject to
procurement challenge.

Deliver proposals as a
separate D&B

¢ this would be a relatively straightforward
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Ref | Option Considered Council Appraisal of Option

contract, funded procurement for a D&B contractor;
through grant or
supported borrowing,
but with the completed
asset not transferred
into the existing PFI
contract on D&B
completion. e uncertainty as to who would provide maintenance
and asset management services, as all other
secondary schools are managed by HSSL.
However, this may suit the requirements of the
VA Governing Bodies.

e no economies of scale would be secured as a
result of the exclusion of the investment from the
existing PFI arrangements, unless HSSL's
subcontractors were successful in tendering for
this contract; and

le for the VA schools
ions 1 and 2 should be
sion of the BSF
curement risk —

In conclusion, it is unlikely that there will be PFI credits
and the investment will be funded by grant — this me
discounted. The Council, acting on legal advice, co

this means that Option 3 should be discounte e letting of new
contracts for the design and build of the B cycle and
facilities management services in a wide , as the preferf€d option.

ICT — Managed Service Partner

The Council recognises the im in delivering the aspirations of
ed significant resources in
developing its thinking on how bé ,
result of this work is a detailed IC ' g, for a managed service contract
to be undertaken by A

not drive thggawe aPRroach. At this stage, it is important to note
- ingde ICT — there is an interface between ICT

ouncil is the timetable for the BSF programme. With the
ational in September 2007 and the Wave 4 investment
pmpleted until after 2010, any ICT MSP procurement needs to

n the proposals for ICT integration during this investment period.
ore seeking a partner who will have the requisite skills to lead this

At this stad e Council is limiting the role of the ICT MSP services to the secondary
school facilities but will draft the OJEU notice broadly so as to enable a broader range
of services to be included at a later date should circumstances dictate.

The Council has identified a number of options for the procurement of the ICT MSP.
These options are set out in Table below.

Table 6: ICT MSP Procurement Options

Ref | Option Considered Council Appraisal of Option

1. Use Existing contract ¢ the Council does not have existing
arrangements to deliver the BSF arrangements with an appropriate ICT
ICT MSP services.
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Ref | Option Considered Council Appraisal of Option

provider.

2. Procurement of an ICT MSP e given the complexity of this BSF
independently from any of the procurement, this option appears
other elements of the BSF appropriate.
programme.

3. Seek HSSL to procure an ICT ¢ |CT was not included on the original
MSP and deliver the ICT OJEC notice and any attempt to add
requirements to all of the schools ICT into the Existing PFI
covered in the BSF programme. arrangements may contravene

procurement legislation;

4. Procure a Private Sector Partner
(PSP) to manage all elements of i rough the
the BSF programme — thereby iog odel of procurement; and

requiring the PSP to come forward .
with an ICT MSP in its consortium. erfaqe with HSS.L has been
ssed in considering the other

g the Existing PFI
2ments — this has been
dISCO nted on VfM grounds.

ure an ICT MSP partner in such a way that
>ments of the BSF programme in as efficient
ent methodologies adopted to deliver the

. At this stage, Option 2 would appear to be the
available. A key issue for the Council is to consider the timing
likelihood of buy-in from the schools.

3.6 pport Centre

umed that both of these facilities will be new build facilities.
e considered in Table 7, together with the outcome of the Council’s

Ref | Option Considered Council Appraisal of Option |

1. Deliver proposals as a | ¢ Eversheds have advised that there is a procurement
DBFO variation to the risk in delivering these facilities through the Existing
existing PFI contract. PFI arrangements as neither facility was envisaged

or referred to in the original OJEC notice;

o the legal acceptance of extending the Existing PFI
contract is in question. The proposed capital cost of
the 8FE and PSC would exceed 50% of the capital
value of the Existing PFI contract;
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Ref

Option Considered

Council Appraisal of Option |

o to seek a design, build, finance, operate solution
(DBFO) would require HSSL to take additional
borrowings. The willingness and ability of HSSL to
borrow using the existing special purpose vehicle is
questioned and was viewed as a significant
procurement risk;

¢ the construction activities for the Existing PFI are
largely complete and Jarvis Construction is no
longer active in the Education PFl market.
Consequently, a new contractor would need to be
procured in any event; and

HSSL to borrow
bt maturity than the
ctis in its 5™ year of

¢ a DBFO solution would re
funds with a much shor
original funding — as
operation.

Deliver proposals as a
separate, standalone
PFI contract, outside
of the existing PFI
contract

advantage of

the econo g lifecycle,

2d under the BSF programme.

Bury guidance, on VfM grounds, is for a
capital value for PFI contracts of £20

— the required investment is above this level
and therefore a VM scheme could be delivered.

T, for lifecycle,
maintenance and
operation, as a
variation.

¢ this would be a relatively straightforward
procurement for a D&B contractor;

o there would be economies of scale in including the
new facility in the existing lifecycle and maintenance
regime operated by HSSL; and

¢ Eversheds has confirmed that there is a
procurement risk in extending the Existing PFI
arrangements to these additional facilities.

Deliver proposals as a
separate D&B
contract, funded by
grant, but with the
completed asset not
transferring into the
existing PFI contract
on D&B completion.

¢ this would be a relatively straightforward
procurement for a D&B contractor;

e procuring by way of a separate PFI would also
exclude the facilities from any estate wide lifecycle
and FM proposals that may be delivered on other
facilities to be procured under the BSF programme.
However, any incumbent provider of these services
on other facilities would be in a strong position to bid
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Ref | Option Considered Council Appraisal of Option |

for this contract; and

e uncertainty as to who would provide maintenance
and asset management services, as all other
secondary schools are managed by HSSL.

Assuming these two facilities are new-build facilities and that the timetable for the
completion of the facilities is the same, it would make sense to procure a single
building contractor to deliver the investment as a single contract, thereby securing
economies of scale on the building works.

The use of the PFI for the delivery of these facilities has been sidered but
discussions with PfS suggest that PFI funding would not be ble for this
investment. [Need to make this more robust].

In conclusion, the new 8FE secondary school and P entre should be
delivered as D&B contracts with lifecycle and mai i ertaken in a
Borough wide solution.

Facilities Management Services

BSF guidance is not prescriptive as to whic
as part of the procurement. For PFI projects,
level of services, such that the
off balance sheet treatment.

Il be a requirement for a minimum
e Capital Finance Regulations for

The EX|st|ng PFI contract mcludes elated services, with the
spective, it would make commercial sense
Existing PFI estate to provide these services

to all the schg However, there are a number of issues that

o » D-contracts soft facilities management services (cleaning,
' ds maintenance and pest control) to Jarvis Accommodation

nark date on the Existing PFI Contract is due in October 2005;

t of a service provider for the BSF facilities, that are not currently
FI scheme, will require a further level of competition; and

In conclusion, the procurement of a facilities management provider for the whole estate
is preferable, as this will deliver consistency of service provision and economies of
scale benefits. To deliver this solution, the Council has already commenced
discussions with HSSL as to a joint procurement of a provider who will deliver across
all the facilities.

Option Evaluation

Previous sections have documented the Council’s intentions in terms of the
procurement of:
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e  the 6" Form Centre;

o remodelling of the Existing PFI schools;

o the remodelling and refurbishment of the VA schools;
. ICT;

o the new 8FE school and PSC; and

o Facilities Management Services.

This section summarises the approach taken to evaluate these options.

ed on the basis of a
se factors should mean

The procurement options available to the Council can be ev,
number of high level critical factors. Failure against any
that the procurement option be dismissed. The factor

i) Is the procurement option legally acceptabl
be open to legal challenge?

ii) Is the procurement option affordable [ ing i ration the
implications of the procurem [ ngements?

i) Will the procurement option lead to a
practical implementation, thus allo
functioning as an e ional establi
and

programme that is capable of
e secondary schools to continue
t during the investment phase?

iv)  Will the procurement option receive

v) A high-level option appraisal b n for each procurement option,
using 4 criteri results of this appraisal are set out in
App 3.
In conclusio optio ement of the different Elements of the BSF
programme th a to the next stage are:

nt Options — Results of High-level Evaluation

Procurement Short listed Options

Option(s) Detail

4 Immediate procurement of D&B solution with
lifecycle and FM services to be provided by a

contractor(s) separately procured under

competition.
Remodellin 4 Procurement through new a D&B contractor,
Existing PFI Schools managed by HSSL, with lifecycle and FM
services to be provided by HSSL; or
5 Procurement through a new D&B contractor, not

managed by HSSL, with lifecycle and FM
services to be provided by HSSL.

Remodelling and 4 Procurement through a new D&B contractor, with

Refurbishment of the lifecycle and FM services provided by a

VA Schools contractor(s) separately procured under
competition.

ICT 2 Procurement of a single ICT MSP to coordinate
ICT integration across all Elements of the BSF
estate.
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Short listed Options
The New 8FE School | 4 Procurement through new D&B contractor with
and PSC lifecycle and FM services to be provided by a
contractor(s) separately procured under
competition.
Facilities - Procurement of a single FM contractor to deliver
Management Services services across all of the BSF estate.

It may be appropriate to revisit some of the options, currently not shortlisted, at a later
stage of the business planning cycle.

Conclusion

The shortlisted options identified in Table are the preferred
the different Elements of the BSF programme. Section 4
individual elements should best be procured as a pack
that is best suited to deliver these objectives

ns for the delivery of
iders how these
the delivery mechanism
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Delivery Model
Overview

Section 3 considers how each of the different elements of the BSF programme should
best be procured in isolation. Such an appraisal of the individual elements is not a
standard approach for BSF — the requirement to consider each of the elements
individually is largely driven by the need to integrate the BSF programme into the
Existing PFI contract.

This section aims to clarify:

o the different delivery models available to the Council 0 make an initial

conclusion on which model is appropriate;
o how the proposed delivery model will interface

o how the proposed delivery model
initiative 10 be met; and

o how the proposed delivery models will e
initiative to be met.

e national objectives of the BSF

the Council.

bgramme and the Council working directly with HSSL to deliver
ent on the schools in the Existing PFI estate.

h of these three models, each model has been assessed against a

number of criteria. Table 9 summarises this high level appraisal.

Table 9: Delivery Models - High Level Appraisal

Evaluation Criteria LEP Joint Dual
Programme | Programme
Management | Management

Retention of risk transfer No Yes Yes

arrangements on Existing

PFI.

Retention and develop No Yes No

ongoing partner relationships

Page 24




4.3

Ouitline Business Case
Volume 2: Procurement Business Case

Evaluation Criteria LEP Joint Dual
Programme | Programme
Management | Management

with HSSL

Secure estate wide Yes Yes Possible

efficiencies on lifecycle and

facilities management by

single contractor appointment

across whole estate.

Efficiencies through the Yes Yes Possible

procurement of a single
partner to undertake capital
works across the estate.

Minimise the risk of Yes
duplication in roles and
hence deliver an efficient and
effective programme.

Minimise the time and No
resources required to
establish the delivery
framework

Taking each model in turn:

A LEP Model would require thg
Appendix 2, this would be an e
current negotiations being cond
significant erosion in overall VIM 1
risk transfer on the Existing PFI arr
the benefits of havi

at, particularly given the
AS, may lead to a

siders this would far outweigh
inister the whole BSF estate.

pach, in theory, should provide the best

n the Existing PFI contract will be protected
S with a new contractor. This would mean
ate would be subject to whole life services (lifecycle and FM)
ame contractor(s). In addition, with HSSL working closely with
n of the BSF investment on the schools in the Existing PFI

3 coordinated fashion with protection of the risk position.

anagement Approach is an alternative to the Joint Programme
ch and can be adopted in the event that HSSL did not wish to or
appropriate partner. The main drawback with this model is that a
duced into the Council-HSSL relationship — this may provide
tensions. iation on this approach would be for an in-house Council team to
undertake the management of the BSF investment on the schools outside of the
Existing PFI arrangement. This would require significant investment in resources.

third pa

In conclusion, the Council considers a Joint Programme Management Approach is the
most appropriate model, enabling the HSSL relationship to be retained and developed.
This model is discussed further in the following sections.

The JPMT — An Overview
It is proposed to establish a Joint Programme Management Team (JPMT) is to facilitate

the delivery of the Council’'s BSF programme in a coordinated and consistent manner
across the whole BSF estate.
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The JPMT’s role will focus on:

i) the capture of efficiencies and economies of scale through coordinated
programme management and the appointment of specialist subcontractors to
undertake works/services to all facilities in the BSF estate;

ii) the management and coordination of the BSF investment in those facilities that
are subject to the existing PFI contract in such a way as to optimise this
investment and, at the same time, retain the benefits of this pre-existing
contractual relationship;

iii)  the establishment of a team with the capacity and skills to deliver both the BSF
investment and, potentially, investment across all education assets in the
Borough;

iv)  the development and delivery of a consistent BSF
facilities;

ut Specification across all

V) the appointment and management of an IC
deliver an ICT Managed Service across
solution is integrated into the design pr.

Partner (MSP) to
e that the ICT

vi)  the appointment and management [ rt the BSF

vii) pect of the existing PFI scheme.

ouncil is governed by the existing PFI
act, with amendments where appropriate.

at the PFI schools continue to be maintained
pecification.

project) whilst the BSF investment is ongoing; and

iv)  the procedures by which the upgraded facilities are accepted back into the PFI
contract.

The arrangements required are broadly similar to those expected under a form of
strategic partnering — whereby an existing partner is in place and the procuring partner
requires (and expects) the cooperation of its partner. The Council has reviewed the
BSF standard Strategic Partnering Specification and considers the scope of activities
envisaged are to broad and, consequently, that this agreement is not an appropriate
document to amend. As such, a more focused, project specific, strategic partnering
agreement is envisaged.
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4.3.2 Parties to the JPMT
Figure 1 sets out the proposed structure of the JPMT.

Figure 1: Structure of the JPMT

BSF Strategic
Management
Board

JPMT Board
(previously Programme
Management Board)

JPMT

i
i
i
HSSL LBH Advisor . IcT
. LBH Secondees Design Partner .
Representative Panel Advisor/MSP
Joint Independent . e
Legal & Other Assessor & Joint CI‘C‘X(E::::“M Legal Financial
Advisors Independent > (Eversheds) (ABROS)
. (AYH)
Certifier

The following notes relate to Fig

be full time appointments on an initial [2] year term.

el has been appointed by LBH to deliver the Outline Business
ded that an Independent Assessor and an Independent Certifier
ed by the JPMT — both roles having a dual duty of care to both

e Council.

v)  The D&8ign Partner and ICT Advisor/MSP are to be subject to a separate
procurement, under competitive tender. The Design Partner will be responsible
for developing design solutions for the sample schemes which will form part of
the tender documentation used to select the subcontractors.

Both LBH and HSSL will formally commit to participation in the JPMT from [February
2006].

The JPMT will be located in dedicated office space to be provided by LBH. The HSSL

representative, and any support, will be collocated so as to facilitate a genuine
partnership ethos within the JPMT.
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The JPMT will formally meet weekly and report back to the JPMT Board at least
monthly.

Roles & Responsibilities of the JPMT

The successful implementation of the JPMT is dependent on:

o clarity in roles and responsibilities, within the JPMT, from the outset; and

o appropriate and robust risk sharing arrangements between both the JPMT
members and the Partner subcontractors.

There are two high level roles that the JPMT is required to fulfil:

i) the procurement of Partner subcontractors; and

ii) programme management and the activities requir
organisation.

public sector

These are two very different roles, but roles whi
given the existence of the ongoing PFI contr
the following sections.

erlap signific

particularly
ach role is consi i

Subcontract Procurement
The JPMT will be responsible forprocuring:

i) Design and Education Vis

of contractors may put themselves forward as potential
or more of the above activities.

o will manage the contract and instruct the Partner subcontractor;
. will assume the risk of cost overruns and/or subcontractor failure; and

o will, in the case of advisory fees, assume the cost of these fees.

The following paragraphs seek to identify how these roles and responsibilities will be
allocated.
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Design Partner & Education Visioning

Table 9 sets out the envisaged responsibilities for this procurement. As set out in
Table 10, it is expected that the Design Partner will sit on the JPMT. It is envisaged
that the Education Visioning Team will be a member of the JPMT throughout the
duration of the BSF investment phase.

Table 10: Procurement Arrangements — Design Partner & Education Visioning

Specification | Advertised| Selected | Contracting|Instructed | Costs

Developed by in Name of| by Party by Paid by
Non-PFI | JPMT LBH JPMT LBH' JPMT LBH 2
Facilities
Existing | JPMT LBH JPMT LBH' LBH 2
PFI
Facilities

Notes to Table

cts are let with the de ild subcontractors

1. LBH will be the contracting party up to the point tha]
(DBCs).

2. The design costs will be recovered as part o

ICT Advisor/MSP

Given the timing of the BSF pro
advisor to assist in developing
the scoping and procurement of
envisaged responsibilities for the

ple scheme and to advise on
ts. Table 11 sets out the

Table Arra —ICT MSP

Specification | Advertised Contracting|Instructed | Costs
Developed by in Name of Party by Paid by
Non-PFI LBH JPMT LBH
Facilities
Exigii LBH JPMT LBH

Table 12 se® out the envisaged responsibilities of this procurement.
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Table 12: Procurement Arrangements — D&B Contracts

Develop Advertised| Selected | Contracting|Instructed | Risk for
Specification | in Name of| by Party by cost
for ‘Sample’ overruns
borne by
Non-PFI | JPMT LBH JPMT LBH JPMT LBH
Facilities
Existing | JPMT LBH JPMT LBH' JPMT LBH
PFI
Facilities

Notes to Table

1. The Council will contract with the DBC to deliver the BSF inves . However, any warranties in
respect of the D&B contracts will be assigned to HSSL. H | accept the upgraded facilities
and operate these facilities under the terms of a revised cification).

Lifecycle & FM

It is envisaged that the lifecycle and Hard F,
activities for all facilities will be procured
contractual arrangements. [This arrange
discussions between HSSL and its existing

d caretaker and Help facility]

Table 13 sets out the envisag

Table 13: Procurement

Develop Advertised | Selected | Contracting | Management| Risk of

Specification in Name of | by Party of Contract | subcontractor
Failure/Lifecycle

Fund Shortfall

Non-PFl
Facilities

JPV\)‘ LBH 3 JPMT # LBH

Existing LBH 3 HSSL * HSSL

ill seek a single provider to undertake the services across all the schools to a consistent
owever, the contract for the non-PFI facilities will be with the Council and the contract for the

iv) Given the intention to have a single contractor for all facilities, it is considered appropriate to monitor the Hard
FM contract through the JPMT. However, HSSL will be responsible for managing the lifecycle fund on the
Existing PFI properties.

Soft FM Services

It is envisaged that a single FM provider will be procured for the cleaning, pest control
and grounds maintenance services for the PFI schools. Separate subcontractors may
be procured for the non-PFI schools. Table 1 sets out the envisaged responsibilities
for this procurement.
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Table 1: Procurement Arrangements — Soft FM Services

Develop Advertised | Selected | Contracting | Management| Risk of
Specification in Name of | by Party of Contract Is::ﬁﬁ?:lractor
Non-PFI | JPMT LBH 1 JPMT | LBH2 JPMT LBH
Facilities
Existing | JPMT n/a2 HSSL |LBH2 HSSL HSSL
PFI
Facilities

Notes to Table

i) Advert will seek a partner to provide services to the non-PFl facilities only.

ii) No separate advert required, HSSL are simply replacing their existing provi

all the schools to a consistent
Council and the contract for the

iii) The procurement will seek a single provider to undertake the services
specification. However, the contract for the non-PFl facilities will
PFI1 schools will be directly with HSSL.

Programme Management & Sponsor Activiti

In addition to the subcontractor procurem
range of activities that will require differe
summarises these activities:

Table11: JPMT Progra‘ Manageme

ponsor Activities

Ref | Activity Responsibility| Comment

L “T"HSSL will be advised of progress
and will provide appropriate input
into costings to enable pricing of

business cases

1. Business Case
developmen
liaison wi

HSSL will be party to stakeholder
consultation on the Existing PFI
facilities.

Obtaining approvals for the BSF
investment will be LBH’s
responsibility for all facilities.

Bencfl arking
Procedures for Soft FM

This will be a joint exercise, with
due recognition of the provisions
of the Existing PFI contract.

6. Utilities Management:
purchasing Joint Purchase of utilities should be
arrangements for all open book and subject to
facilities. compliance with wider Council
procurement initiatives
Volume Management
(risk) on:
eNon-PFI facilities; and | LBH Schools will assume this risk.
e Existing PFI facilities | HSSL As per existing PFI arrangements.
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Ref | Activity Responsibility| Comment

7. Insurance
During the BSF
Investment phase:

¢ Non-PFI facilities; and | LBH Building subcontractor will take
out appropriate insurance
e Existing PFI facilities | [HSSL] [Need to consider interface with

Build contractor]

Post BSF Investment:
e Non-PFI facilities; and | LBH Likely to be incorporated into
wider Council policy

e Existing PFl facilities | HSSL As per existjig, PFI arrangements
8. Client-side Contract
Management and

Monitoring:

will be the
of LBH. This will be

¢ Non-PFI facilities; and | LBH
e Existing PFI facilities | LBH

9. Strategic Development | Joint rties will be responsible
of sites and submission Iscussing and assisting in the
of bids for capital to velopment of bids for targeted
fund future co-location '

of services
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Figure 2: Design Development Approach

Design Design Design
Team 1 Team 2 Team 3
ICT Advisor F=====- » Design D&B D&B D&B D&B
Partner(s) Contractor Contractor Contractor Contractor

l l {
[

D&B
Contractor
Partner 1

School
Design 1

School
Design 2
School
Design 3

i) a design competition on a
as to appoint a Design Part
the quality of the sample sol

ICT MSP
Procured

D&B Col
Partner 1

Contractor

& refurbishment project so
decision will be based on
e sample scheme, Design
#oility to partner and the interpretation and
cation Vision;

on (including detailed design, Construction contract and
ill be issued to the [4] shortlisted DBCs. The [4] DBCs will

the highest evaluation score is awarded the sample school project.
C DBC is requested to price the second school project, this price will be
benchmarked against the elemental prices bid on the sample scheme; and

vii)  the Council’s Design Partner will then work up subsequent schemes and the 2
DBCs will bid in competition for these contracts.

4.6 Legal & Contractual Issues

A number of legal and contractual issues have been identified in respect of the
proposed formation and remit of the JPMT. These issues are set out in Table 12.
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Table 22: Legal & Contractual Issues

Legal Consideration

Initial Advice/ Status

Is it appropriate for HSSL to act as a
joint programme manager and can
HSSL obtain payment for this role?

Legal advice suggests that HSSL can
be appointed in an agency capacity to
work alongside the Council in the
JPMT and can receive appropriate
remuneration for this role.

Should the Council, through its
participation in the JPMT, be involved
in selecting subcontractors that will
be used by HSSL to service the
Existing PFI contract?

HSSL will be entering into separate
contracts with the subcontractors in
respect of the PFI estate. As such,
there will be no dilution of risk transfer
on the Existing PElL arrangement.

In the event that the Council procures
the new 8FE school and the PSC
through PFI, would HSSL and/or the
subcontractors selected by JPMT be
able to bid to become the Council's
PFI partner for this work?

The Council i fied that, should a
be pursued for

t an open and

ent would

this work

It is assumed that HSSL and the
Council will enter into separate
contracts with the subcontractors f
lifecycle, Hard FM and Soft FM —
HSSL will contract for the PFI
schools and the Council
PFI schools. The issue G
terminations and cross de
different contracts with the 8
subcontractor me i

SMIF informs the Council that this
issue was discussed as part of the
acquisition of HSSL. Funder approval
of this PBC will be secured in due
course.

i| seek in
g, Hard FM and
bs and how will these

contract
respect of

The tender documentation will seek
clarity on how to optimise the
contractual arrangements. The
Council remains committed to a
whole life approach to all the BSF
assets.

be seen as a termination event and,
if so, is this an issue for the Council?

HSSL has advised that it will manage
the JAS relationship in such a way as
to avoid any contractual or financial
implications for the Council.

What contract term is envisaged for
the ICT MSP?

This will be determined once the ICT
specification is finalised.

Partner F (newbuild contractor) and
Partner B (remodel/refurbishment
contractor) will be appointed as
subcontractors on some form of
framework arrangement so that
future investment on the sites can be
undertaken by this subcontractor

The Council is in the process of
finalising its position in respect of the
scope of the BSF procurement.
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Legal Consideration Initial Advice/ Status

without the need for further
procurement. Will these contractors
be granted exclusivity? What term
will the framework arrangement be?

The legal and contractual issues set out in Table 13 are subject to ongoing review and
consideration. In particular, the Council is considering a number of options as to the
precise legal form of the JPMT vehicle. Whichever legal form is adopted, the Council
intends to adopt many of the principles set out in the standard BSF Strategies
Partnering Services Specification.

ot identified any legal
the envisaged JPMT
ill be sought once

At this stage of the Business Planning process, the Council h
or contractual issues which would prevent it from proceedm
model for delivery of the BSF investment. Counsels opi
further clarity on contractual issues is achieved.

Meeting Local Objectives

s out 5 strands of S

The Executive Summary of the Council’s S ic focus on
which transformational change is based. is relevant
to this appraisal. Table 13 sets out the or Strand 5 and how the
JPMT Model assists in the delivery of these '

Table 13: ing Local

Outcomes Will the JPMT Deliver the Outcome?

Build a new 6™ Form Centre in theEe ogratnmed into the

Make an early ang ~ The appointment of the ICT partner is
investment to trg < isi viewed as a priority and procurement
will commence in early 2006

Enable secd ' ' By linking all schools into a common
programme through the formation of the
JPMT, this outcome should be achieved
This outcome is programmed in as a
Phase 1 scheme. The formation of the
JPMT will enable a rapid appointment of
a design team to commence detailed
feasibility studies

The JPMT will work on identifying the
form and nature of the Learning
Campus

Include all'€

schools in Phase 2 of The JPMT enables the PFI schools to
BSF be accommodated into the BSF
programme
Build a new school to open in The JPMT will consider the most

September 2010 with Year 7 students appropriate timing and procurement
process for this facility

Include all Special schools within The inclusion strategy will be adopted
mainstream secondary schools by 2008 | by the JPMT and will form part of the
design development process

Establish resourced provision attached This strategy will be adopted by the
to two secondary schools for students JPMT and included in the design
who are blind or partially sighted, and for | development process

those who have autistic spectrum
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Outcomes Will the JPMT Deliver the Outcome?
disorders

Develop on-site support units in all This strategy will be adopted by the
schools to enable more students with JPMT and included in the design
social, emotional and behavioural development process

difficulties (SEBD) to received multi-
agency support

Develop the current off-site provision for | This strategy will be adopted by the

students with severe and complex JPMT and included in the design
SEBD to provide highly specialised development process

services to a smaller number of students

Increase the number and range of The JPMT will work with Stakeholders
specialisms in Haringey secondary to deliver the desi specialisms.

schools, with facilities shared by other The JPMT may
schools [

a position to
training and seek
rs to propose

Establish up to two training schools to
provide initial teacher training and
continued professional development

e efficiently delivered
ill procure appropriate
ctors under framework

, such that these additional
be efficiently delivered

Open a new Youth Centre and a Centre
for the Duke of Edinburgh award

Meeting National Objectives

ets out what the BSF initiative is seeking to
tives and makes comment as to how the
e delivery of these objectives:

Will the JPMT Deliver the Outcome?

This objective is being met by the approach
to funding the BSF initiative, as managed
by PfS.

The delivery against the outcomes set out
in O will achieve the desired transformation

3 Reform in the way that we The JPMT will appoint a design champion
design schools who will work in partnership with the JPMT
to develop solutions for the remodel and
refurbishment schemes. It is intended that
this design team will then novate into the
partner contractor

4 Reform in the way that we The BSF programme itself is reform in
procure schools buildings and | procurement. The JPMT Model seeks to
facilities use the existing relationship with HSSL to

ensure that the BSF programme can sit
alongside the Existing PFI programme.
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Objective

Will the JPMT Deliver the Outcome?

5 An historic opportunity for
people to agree a clear and
innovative vision for education
across their area

The development of the SBC will enable the
stakeholders to buy into and inform this
vision. Being a Borough-wide initiative we
have a clear unity of purpose plus mutual
duty.

6 Achieve a step-change in the
quality of school buildings for
every secondary pupil

The BSF output specification will facilitate
this.

7 Move away from ‘patch and
mend’ to ‘rebuild and renew’

The Council has already moved away from
patch and amend through its existing PFI
programme, which focused on delivering

itability and
ation across the

8 Create an environment in
which to achieve education
transformation and innovation

In summary, the Council consid
the national objectives of the BS

4.9 Market Interest

The JPMT will
such, the bid

onal contracto

4.10

The Count
delivering th

against alternative models

ign and programme development work. As
artner status as a subcontractor on this BSF
jl that there will be significant interest from a
e Council is aware of significant interest

4 bidders day once this PBC has been approved and once
inty as to the type of partner contractor that the Council

onfident that the JPMT Model is the most appropriate model for
Council’'s BSF programme and that the relationship with HSSL is such
that this model is capable of successful implementation and will deliver value for money
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Value for Money

Overview

This section considers whether the proposed procurement of the BSF investment
through the JPMT will deliver VFM. This VFM is considered at two levels:

o firstly, whether the procurement approach is one that is likely to enable the
Council to deliver an efficient procurement with optimal risk transfer and optimal
outcomes - a Qualitative VFM Assessment; and

o secondly, to assess whether the JPMT Model will deliver etter VFM than an
alternative Local Education Partnership (LEP) procure
VFM Assessment.

Each of the VFM assessments — the Qualitative and ssessments - are
discussed further in the following sections. In a : nsiders how the
Council will deliver continuous improvement [ ent process.

Qualitative VFM Assessment

The Qualitative assessment of VFM is base ury Guidance — HM Treasury
Value for Money Assessment Guidance — Aug 04. This guidance is for PFI

projects; so there is no specifig ikement for th
assessment. However, the apf
programme, particularly as the B
existing PFI contract.

ce is appropriate to the BSF
y is so closely linked to the

T alitative VFM Appraisal

Review Focus Is a JPMT Model Procurement Appropriate?

Viability

The contractUal outputs/requirements will be based on
existing best practices and the responses to these outputs
d requirements will be capable of robust assessment.
ontracts envisaged will be based on the
achievement of set requirements of a standard BSF
output specification. Each subcontractor selected will be
selected on their ability to work with other partners
selected to undertaken other BSF related services. For
example, partners undertaking refurbishment and
remodelling works will be required to liaise with and
respond to the requirements of the lifecycle partner. This
contract signature will be facilitated through the JPMT.

Operational Flexibility | It is the intention to secure operational flexibility through
the appointment of a single service provider to undertake
each specific service over the whole BSF estate. The
service provider will be contracted directly to HSSL for the
PFI schools and to the Council for the non-PFI schools.
The contracts will include appropriate benchmarking and
variation clauses to facilitate the desired level of
operational flexibility.
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Review Focus Is a JPMT Model Procurement Appropriate?
Equity, Efficiency & The services will be secured and delivered in such a way
Accountability as to mirror the existing PFI contractual arrangements.

The JPMT Model will deliver efficiencies across the whole
estate through the joint procurement of contractors to
service the whole life needs of both the PFI and the non-
PFI estate.

The ethos of the JPMT will be one of transparency
between the participating responsibilities and obligations
of HSSL and views the JPMT as the correct forum to
enable both the Council and HSSL to be accountable for
their respective responsibilities.
Overall Viability The Finance Director is satisfie , at this stage of
the procurement, the JPMT M s deliverable in the
context of the BSF progra rally and the
existing PFIl contract spe

Desirability

Risk Management A key role of the JP
involving HSSL in solutions
on the PFI scho and
transparent met ricing, allocation and
management of th JPMT will adopt the rigour
of risk management es used on PFI schemes, but
with 3 e equitable a en allocation of these risks to
the pa placed to e them.

Innovation An OutRg ion, will rage and facilitate the

. Clarity on the financial
t will result in innovation
deliverable outcomes. The design
pproach to be adopted will facilitate a

ous improvement and, at the same time,
psign development period which will

o work with all stakeholders in the push
ative solutions.

It is the Council’s intention to procure partners to

dertake all of the accommodation services, with the
ption of catering. This should deliver efficiencies and
continuity of service.

Catering is excluded from the existing PFl scheme on the
basis that schools value the existing scheme and that
Best Value is being seen to be delivered on this service.
The desired outputs of the BSF programme, in respect of
the accommodation and ICT services, are capable of
being articulated through a contract and these outputs will
be both unambiguous and measurable.

The services can be assessed against an agreed
standard across the whole BSF estate. It is the intention
to have a performance regime for both PFI and non-PFI
assets.

appropria
onstrain
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Review Focus Is a JPMT Model Procurement Appropriate?
Lifecycle Costs & The Council intends to develop a lifecycle and
Residual Value maintenance regime for all of the BSF assets. This

regime will mirror the existing arrangements for the PFI
schools albeit with some flexibility to enable schools to
procure a level of service that fits within their budgetary
constraints. It is also the intention that specific services
will be undertaken for all schools by the same contractor.
The integration of the design and build phases with
lifecycle and whole life asset management will be
managed by the JPMT.

It is intended to obtain prices and servi
for a contract term running to 2025
Price Certainty Through the adoption of robust
techniques, the JPMT will de
and partnering arrangeme
degree of price certainty,

methodologies

t development
er documentation
eliver a high

Overall Desirability i i tage of

Achievability
Transaction costs & § [ re committed to ensuring
In- house Capacity [ appropriately

Market interest &
Competition

ubcontracts will be attractive to a range of
ontractors. As the procurement

¢ pntractors and operators. This interest will
lead to heallfy competition.

It is the intention that the JPMT Model ring fences the risk
ansfer on the existing PFI contract and, at the same

3, will encourage bidders to deliver a consistent
stahdard of service across the non-PFl schools. Detailed
discussions have commenced with HSSL to ensure that
risk transfer is optimised.

The JPMT Model sits alongside and develops on the
existing relationship with HSSL, to the benefit of the
project as a whole.

The JPMT Model has also been developed to enable the
Council to undertake more of the project/programme
management itself, as the BSF programme progresses, if
circumstances dictate.

Overall Achievability | The Finance Director is satisfied that, at this stage of
the procurement, the delivery of the BSF programme
through a JPMT Model is achievable, given the
Council’s in-house resources and the attractiveness
of the proposals to the market.

Arrangem&

The Council is confident that the JPMT Model is the most appropriate vehicle by which
to secure value for money on its BSF investment. This value is achieved through
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strong project management, appropriate risk transfer and the efficiencies to be secured
by delivering a whole estate service solution.

Comparative Appraisal

In order for a meaningful quantitative VFM appraisal to be undertaken, there needs to
be an alternative model against which to compare the JPMT Model. A LEP
procurement would offer an alternative model, but at what cost to the Council?

This comparative appraisal calculates an annual cost to the Council, over 20 years —
the Incremental Annual Cost. This Incremental Annual Cost is the additional cost that
the Council will need to bear should it seek to establish a LEP and, in so doing, trigger
a voluntarily termination of the existing PFI contract. In assessig whether an
alternative model would secure better VFM than the JPMT , the alternative model
would have to deliver VFM benefits at least equivalent to cremental Annual Cost.

The methodology adopted to calculate the Incremen st is summarised in

Table 16. The detailed calculations are included

Table 16: Calculation of the Incremental al Cost

V'S

Cost Calculation Incremental
Category Annual Cost
£m

Break Costs | See Appendix 2. 4.3
of the existing| The Break costs

PFI principles:

al compensation due to terminate the existing
pstimated at £55.5 million. The cost of

ng a PWLB loan for this amount at 4.5% is an
flal cost of £4.3 million.

ee Appendix 2. 1.3
ifecycle: the remaining lifecycle fund in the PFI
model is compared against the lifecycle cost as
prescribed by PfS for BSF projects. The difference
between the two funds is then annualised over the
remaining 20 years of the PFI concession;

Reactive maintenance service: the current annual
allowance in the HSSL model is compared to the m?
rate typically used in current PFI projects; and
Other: the Council has not revisited the utilities and
insurance aspects, as any calculation would be
highly complex. However, it is clear that any re-
letting of the PFI contract would see increase in both
these costs.

life services
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Cost Calculation Incremental
Category Annual Cost
£m
Costs of The costs of procuring a new partner are based on 0.3

Procurement| the costs of procurement and ongoing management
costs for the LEP, as set out in PfS guidance:

£2.5 m procurement costs;

£0.5 m LEP set-up costs;

£0.5 m LEP operating costs in investment period;
and

£0.25 m LEP operating costs post investment period.
For the purposes of this calculation, the LEP
operating costs are assumed to be consistent wi
the existing PFI SPV costs and are therefore
excluded from the calculation of the Incre
Annual Costs.

The total procurement costs are conv
annual figure, although it is likely t
would need to borrow to pay the

that would be incurred as
Total Annual Incremental Cost

5.9

to deliver VFM benefits

In conclusion, any alternative to
: years, or, a benefit, in capital

equivalent to £5.9 million (2005
investment terms, in excess of

the national LEP model, has sought to
o at least deliver the objectives of the LEP

procurement.
Justification for

dated March'2005 and issued to a number of Wave 1

ing this analysis, the Council is confident that the JPMT Model
if not better, VFM than the LEP model. This assertion,
Annual Cost issue identified above, supports the

ive to deliver continuous efficiencies in the way that it procures the
. Steps have been taken, and will continue to be taken, to introduce
processes to meet this objective:

o design and build costs will be subject to ongoing benchmarking against other
Council activities and PfS benchmarking indices;

o the JPMT will conduct workshops with its partners on emerging design and
construction techniques. These workshops will draw on the experiences of HSSL
(SMIF) on other schemes nationally;

o the JPMT will seek its supply chain of subcontractors to meet regularly, to identify
areas for continuous improvement and to develop incentivsed models to deliver
this improvement;
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o the ICT MSP will be asked to review the facilities management activities with a
view to implementing ICT-driven efficiencies; and

o the selected contracting partners will be offered, on a non-exclusive basis, other
contracts — this extension of their mandates should encourage realisation of
economies of scale.

VFM management will become a standing agenda item on the BSF Project Board
meetings. The Council will instil into all its partners the requirement to continuously
review the way that they approach the investment programme.

Conclusion

ch will deliver value
cture in which roles
ting partnership with

The Council is confident that a well managed procurement ap
to the public purse. The focus is very much on establishing
and responsibilities are clear and where the benefits of t
HSSL are retained and enhanced.

Given this focus on partnering, the Council is cle [ ake commercial
sense to terminate or materially amend the exi Although the

hindrance.
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Risk, Risk Management & Project Management

Overview

Effective risk management is the key to delivering a robust, VM investment
programme. In developing its procurement strategy, the Council has drawn upon its
experiences of a range of major investment programmes, including its existing
education PFI| project.

This section summarises the key risks in that they have identified during the

development of the JPMT and the completion of this PBC. The section goes on to
document the procedures in place to allow the Council to cap
manage and mitigate against these risks and Project Man
generally.

Procurement Risk

Table 17 summarises the high level risks of t
steps taken to mitigate and/or manage the

Table 17: Procurement Risk a

Perceived
Procurement Risk

1 JPMT is senior individual to lead
inadequately dition, two further full
resourced, such that abeen made to the JPMT.
the projects areqsag s key individual, but is

B doing so before the appointment of the
tractor panel. The Council is committed
on the existing in-house capacity as part
bjective to mange Borough wide assets.

delivered to
programrg

ppointment of an ICT MSP is viewed as a
benef|C|a approach. The MSP will be able to play an
active role in the design development process. The
Council views this role as a catalyst to delivering BSF
ansformation, with their membership of the JPMT as
a key requirement.
A key role of the JPMT is to integrate the different
partners, similar to the role played by an SPV in a
traditional PFI project. As such, the participation of
HSSL on the JPMT will add considerable value and
will greatly assist in delivering this integration. In
addition, the partner selection process will major on
the ability of organisations to deliver whole life
solutions.

The |nte

investment and
lifecycle activities

By establishing the
JPMT, HSSL is in a
position to amend
the risk profile of the
existing PFI
contract, thereby
eroding the VIM of
this contract

The operation of the JPMT will need to be on an open
book basis. The Council is confident that HSSL'’s
involvement will be focused on stabilising the existing
PFI SPV and creating value from the BSF investment.
Both parties acknowledge that there are finite
resources available for these facilities.

The shadow JPMT has commenced with the
appointment of independent technical advisors who
will report jointly to the Council and HSSL. IT is the
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Perceived Management/Mitigation
Procurement Risk

role of these advisors to deliver an equitable solution
for both parties.

5 The Council and The evaluation process will be open and transparent
HSSL (through the with evaluation criteria agreed by the JPMT before
JPMT) do not reach | bids are received. Partners will be required to provide

agreement on the collateral warranties appropriate to both the Council
choice of partner and HSSL. As the Council’'s and HSSL’s objectives
subcontractors are aligned, it is improbable that this situation will

occur. Inthe event that it does, the JPMT will need to
consider any objections and act accordlngly
6 The BSF investment | The Council has already raised thigssue with HSSL.

in the existing PFI As part of the procurement of t ependent
schools does not technical advisor will be tas quantify the net
deliver savings in benefit to the PFI estate investment

lifecycle that should | negotiations are ongoi is benefit is
release funding from | crystallised and sec
the existing PFI
scheme to the

benefit of the BSF

programme
7 No market interest The Council h ade appointments to its
from contractors contractor panel was significant market
: JPMT Model means a low
ich will make this scheme
8 Economies of scale 6 e BSF programme
on the BSF [ gecured at the subcontractor

: ectlon of subcontractors will focus on

d appetite of these contractors to deliver
provement and value management.

del allows regional contractors to build

: ael a track record, which will enable them to
participdt€ on other London-wide BSF programmes.

investment g

A key role of the JPMT will be to engage closely with
all relevant stakeholders from the start of Design
Development through to operation of the BSF
facilities. The JPMT model has been specifically
designed to optimise this stakeholder liaison process.

Risk Management & Risk Mitigation

In order to ascertain the risks that could affect the BSF programme generally, the
Council has allocated the responsibility for risk identification and risk management the
JPMT Board.

Section 6 of the Strategic Business Case sets out the Council’s risk assessment
methodology, risk logs and their current assessment for the programme level. The
Council’s risk management processes will ensure that, as the programme and
procurement develops, other risks may be identified, and then allocated to Strategic,
Programme or Project level.
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The JPMT Board has the task of ensuring that risk management is being actively
pursued. It will be on the agenda at each monthly meeting of the JPMT Board. A
monthly written report will be submitted to the JPMT Board indicating action taken to
reduce/remove risks. The JPMT Board will monitor the ongoing Risk Register,
considering Strategic and Programme risks. The JPMT Board will be tasked to
mitigate or remove particular risks. Programme and Project level risks will be
monitored fortnightly. If a risk were in danger of causing a major problem to the
process, then it would be referred to the BSF Strategic Management Board for a
decision on action to deal with that risk. For all risks, an individual risk and control
assessment sheet is kept. These are fluid documents, which will change to reflect the
current circumstances and actions to mitigate/remove the risk.

Site-specific risk logs will be developed as part of the ITN pr

The Council views the Gateway Review Process as an
management process. This regular, formal indepen
procurement and of the Council’s risk manageme
addition to the Council’s existing procedures.

t part of the overall risk
the progress of the
iewed as a valuable

Project Management
Experience
delivering a substantial PFI
project on time to all the eight con ools. The project commenced
in 1998 and was completed in S ment and governance

arrangements for the project demons aCi eliver a large scale capital
' [ d refurbishment phase of the
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Figure 3: BSF Programme Organisation
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Advisors

The Council will utilise advisors as appropriate. Currently, the following advisors have
been engaged:

o BSF Programme — Partnerships for Schools and DfES;

o Programme Management — MACE;

. ICT and Education — PLACE;

o Legal — Eversheds; and

o Financial — ABROS.

The development of the JPMT will seek to clearly define t
mandates for advisory support.

pe and ongoing

Conclusion

The Council has already commenced with th
management procedures. The experience
supported by external advice and strong
enable the procurement risks to be effecti nd mitigated
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Stakeholder Support Value for Money

Overview

There has been extensive consultation with all stakeholders on the BSF proposals.
Details of the current status of this consultation process is set out in the SBC. This
section of the PBC focuses specifically on the stakeholders support for the JPMT
model.

Council Decision Making Process

he JPMT model.
t Board, as part of its

Senior Officers have been closely involved in the developme
[This PBC has been endorsed by the BSF Strategic Mana
remit to approve and issue the Strategic and Outline Bugi
Council Support

The Council is committed to supporting the exj The JPMT
model has the support of the [Council's senj

School Support
estate. The PFl schools are s [ roved by HSSL Schools also
welcome the opportunity to be '

SMIF/HSSL Support

es to accelerate the partner procurement and to commence
arliest opportunity
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