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CIPFA

Professional Examination 3 27 November 2002

FINANCE AND MANAGEMENT CASE STUDY

Time allowed —6 hours

Morning Session Part 1: From 10.00 a.m.to 12.30 p.m.
Morning Session Part 2: From 12.40 p.m. to 1.10 p.m.
Afternoon Session : From 2.00 p.m. to 5.00 p.m.

Candidates are to work on the information contained in the Case Study during the first
part of the morning session.

The preparatory session will end at 12.30 p.m., at which time Question 1 will be
distributed. At 12.35 p.m. candidates will be given 5 minutes to familiarise themselves
with the task required of them. Answersto this question will be collected at the end of the
morning sesson.

Nothing may be taken from the examination room during the lunch interval, nor may
anything additional be brought into the afternoon session.

The remaining questions on the case study will be distributed at 1.55 p.m. so that
candidates may familiarise themselves with the tasks required of them.

The case study has been prepared on the assumption that candidateswill not necessarily
have a detailed knowledge of the type of organisation to which it refers. No additional
merit will be accorded those candidates displaying such knowledge.

Candidates will be allowed to submit, as part of their script, work performed in the
mor ning session, but they should distinguish clearly between work supporting their script
and that which is to be considered a part of it.

(Copyright)
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CITY OF BILDING

The City of Bilding is one of the larger dities in Condructia, an independent kingdom in
North West Europe with a populaion of 12 million. Condructids currency is the
Congdructia £, equd in vdue to £ Seling Bilding is an ancient dty, reputedly the
birthplace of the famous hidoricd folk hero Robin Hodd. It was the cradle of the
ningteenth century indudrid revolution in Condructia, but then suffered from the decline
of the cod mining, ed and textile indudries The consequent problems of depopulation,
povety and dediction resulted in profound socid problems culminating in serious socid
unrest in 1993. The centrd government response was a policy of urban regeneration and
socid  induson. Bilding has bendfited from these policies encouraging sgnificant
numbers of busness datups and inward invesment in the city. The locd economy is
growing and the populaion is now increesing, but growth is unevenly didributed across
Bilding.

Bilding Corporation

Bilding Corporation is a unitary authority providing a full range of municpd sarvices
induding education, housng, socd services and highways mantenance. The
Corporation’s charter was granted in 1402, and the city has a proud higory of locd dvic
pride. Members of the Corporation are directly elected and are supported by a staff of
officers.  The Corporation receives mog of its funds from centrd government grants and
locdly rased taxes Magor policy decisons ae teken by the Cabinet, a group of dected
members from the mgority political group on the Corporation.  There is dso a Scrutiny
Committee, which receives regular reports from Cabinet and can conduct its own
invedtigations into the policies pursued by the Cabinet.

Other than regeneration spending, Bilding has suffered from low capitd spending over the
last 20 years. Repars and mantenance backlogs have built up and service qudity haes
been compromised. Other locd authorities have smilar problems, but there hae been
complaints that Bilding Corporaion's sarvice provison lags behind that provided by the
best locd authorities. The current centra government was eected on a plaform of
improving public sarvices  The realting initistive to implement this pledge is Public
Service Improvement (PSl). Locd authorities are under pressure to demongrate that they
ae innovating and improving sarvices Bilding Corporation has a high profile within
Condructia, and seeks to comply with centrd government policies ad directives. It
wighes to avoid sanctions induding financid pendties and even loss of control of services
to a government task force.

Management Structure

The Corporation has recently gppointed a new Chief Executive, recruited from the private
sector, pledged to improve responsveness and to promote innovative service ddivery
methods. The Corporate Management Team (CMT) conssts of the Directors of services
and holds regular drategy meetings chared by the Chief Executive to promote joined up
thinking. Whilgt the members of the CMT enjoy a close working rdationship with eech
other, some of their subordinates reject the ideas of the Chief Executive. Some parts of the
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Corporation continue to identify srongly with their own directorates and established ways
of working.

The Corporation’ s management structure is shown below:

Chief Executivsg
J.C. iSee
[ | | | | | l
Director of Director of Director of Director of Director of Director of Director of
Education Housing Legal Services Finance Highways Social Servi c% Corporate Services|
Patty O'Dorel | MaxWall Terry Cotter | |Ray D. Haytor Doug Deepleigh Alan Stone Amera Tees
| |
Asst. Directof [Asst. Director] | Asst. Director| [Asst. Director Head of Head of Head of Head of
(Delivery) (Resources) | | of Finance - of Finance - Cultural Personnel Property Economic
D. Paynter | [TheoD.Lytd | Exchequer Accountancy Services Services Dougal Development
S. Parks WynneDoe FloraBoard Anne Ayle Glazing Rufus Pace
[Special Projects Environmental
Accountant Protection
C.Ling* Officer Manager - Estates
| Lance Caping Property Manager
Accounting Projects Con Creet
Technician Bob de Bilder
R. Tex

* You are C. Ling, Special Projects Accountant.

The Corporation is organised into directorates. Mog directorates are organised into
divisons. The senior offidd within each divison is normdly desgnated the Head or

dternativdly Assigant Director.

Managers head sections. Larger sections may be further sub-divided into teams

Directorate of Education

Larger divisons may be organised into sections

The Directorate & Education has been facing acute budgetary pressures, as there has been
a dgnificant increese in the sthool age population consequent upon the success of
economic regeneration.  The Directorate was recently ingpected by TILES (The
Inspectorate of Libray and Education Services), an ingpection and monitoring office of
the Government of Constructia. TILES criticised:

Deficiencies in the slandard of educationd provison;
Deficiencies in the sandard of school buildings,

Overcrowding in severd schools;

Unsatisfactory budgetary control, especidly over capitd spending.

The limited cepitd funding avalable to the Directorate has been used to consgtruct new
schools where provison was paticulaly inadequate (in the Ridgetile and Dampcorse
digricts). A new primary school is dso required by September 2004 in the Livingstone
area of the city.
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Delegation to Schools

Schools manage ther own budgets under a centrd government policy cdled Direct
Management of Schools (DMS).  Previoudy, dl decisons about spending on schools
were made by the Directorate of Education. Locd authorities are required to devolve a
leest 90% of their schools budget to individud schools. The Board of Governors of eech
schod is now responsble for spending its devolved budget to reflect locd needs and
priorities.  Some items remain the regponghility of the locd authority including cepita
expenditure on new school buildings and functions rdating to ownership of schoals, such
as management of leases. Mog support services schools need are now purchased on a
contractud basis from the devolved budgets. Under DMS the devolved budget is divided
up amongst schools according to aformula, based primerily upon pupil numbers.

Government policy is to encourage a competitive market in the provison of such sarvices
to rase sandards and improve efficiency. Alternative private sector providers are darting
to emerge. Thus far only a few schools have eected to purchase any services from a
provider cother then Bilding Corporation. However, Boards of Governors are darting to
guestion the nature, qudity and cogt of provison offered by the Corporaion. This gpplies
not only to the services schools now buy in for themsdves but dso services funded
centrdly by the Directorate tha impinge on individud schools such as proect
management of building projects

Schools can eect to sign a Service Level Agreement (SLA) to buy back a support service
from the Corporation, to buy tha service from private sector competitors, or dispense
with that service and use the funds for other purposes. Where a locd authority offers a
sarvice to schools under an SLA, it is free to decide the basis and level of charge that it
wishes to make for that service.

Bilding Technology Park

A number of mgor regenerdion projects were initiated following the riots of 1993 with
crosspaty support. The largest and hitherto most successful project was the development
by the Corporation of Bilding Technology Park within the city boundaries. Tenants enjoy
tax reliefs, selective financid assstance, good communications and facilities.

The Technology Park is located on a gte that previoudy contained a colliery, a sedworks
and a gasworks.  With the exception of one large 1960's warehouse unit (the Parfit
Warehouse), dl the properties on the Technology Park are smdl units, purpose built over
the last saven years.  All premises on the Park are regarded as “incubator units’, and
tenants are expected to move on to larger premises once they become establised. To
encourage Start-up businesses, leases for premises on the Pak are normdly granted on a
“patnership”  bess Whils other locd authorities offer incentives, only Bilding
Corporetion offers rents on a“ partnership” basis.

(iii)
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Estates Section

The Edates Section is part of the Property Divison of the Corporate Services Directorate
(which dso includes Property Projects Section). The Edates Section is responsble for
three property-related services.

Management of property leased from and to the Corporation;

Management of the mantenance of Corporatiion property, including school
buildings where schools buy into the service;

Energy management, which involves ensuring that Corporation buildings use
energy as efficiently and economicaly as possible.

A sparae team of professondly qudified surveyors or quantity surveyors provides esch
savice  In addition there is an administration team, congding of an administrator and
three clericad officers, each of whom is dlocated to provide clerica services to one of the
three professond teams.  Also there is a Section Manager, who has overd| respongbility
for the Section.

The cogts of the Section are recharged to directorates by way of a fixed charge per
property, the amount of the charge vanjing according to the type of property. Each team
has its own set of charges, which are reviewed annudly. Any difference between the
amount recharged and the actud cost of the service remains as a charge to the Corporate
Sarvices Directorate: dgnificart differences have to be judified to the Director of Finance
and the Corporation’s externd auditors The budgets for maintenance management and
energy management are fully ddegated to schools  So far they have dl bought back into
these services.

There has been some dissatidfaction with the peformance of this Section. The Section
Manager is rductant to change and is resstant to new ideas.  The bureaucratic culture of
the Section hes led to dedining morde.  Excessve overtime has led to high leves of
dsress.  The Head of Property is concerned that the state of the Section could be a threat to
the Divison's chances of retaining its “Promoting Performance in People’ (PPIP) datus.

PPIP is a nationd award to organisations that follow good practice in training ther gaff in
ways that benefit the organisation and its employees.  PPIP datus is awarded for three
years, dter which the organisation has to undergo a further inspection to determine if it
il meets the required stlandards of good practice.

There is frudration within the Corporaion a the level of responsveness of the Edates
Section.  Directorates find it difficult and timeconsuming to get decisons from the
Section. The Economic Development Division is particulaly concerned that this may be
dating to undermine the hitherto succesful economic regeneration Srategy as the leve
of empty Corporation-owned commercia premises (voids) has begun to rise,

(iv)
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Property Projects Section

Property Projects is a section that provides project management services for property
devdopments, both new build and mgor refurbishment projects In 2001/2002 the
Section has begun to charge users of its sarvices at a rate of 2.5% of the contract cost plus
professond fees.

Personnel Issues

One of the firg decisons of the new Chief Executive was to fill the vacant post of Heed
of Personnd Services This pog had been hdd vacant for over two years, as his
predecessor had viewed this role as being a peripherd one with no red contribution to the
work of the Corporation. The new Head of Personnd Services has set about raisng the
profile of personnd issues and has made a number of changes to personnd policies. A
change she has introduced is absence monitoring, particularly sickness absence. The
average number of days log annudly through dckness is 85 per employee and she
wishes to reduce thisto 7 days.

Sdaies ae st by a combination of nationd and locd agreements. At a nationd levd,
representatives of employers and employees agree on a st of anua sdary scdes. These
sdaies ae uwdly referred to as “sday points’ and after negotiation they are usudly
increased each year.

At a locd leve, the Corporation assgns eech job a sdary range, or “grade’, candgting of
minimum and maximum sday points with intermediate points.  Staff normdly sat a
job a the minimum point for their grade and, on April 1 each year, ther sday is
increased to the next point until they reech the maximum sdary point for their job. Once
an employee has reeched the maximum point for their job, ther sdary does not change
except for the annua increases negotiated nationdly.

The number of points between the minimum and maximum is determined by the degree to
which proficiency in a job increases with experience. A job that is rdively easy to
learn will have a grade condsting of only a few points, but a grade will cover more points
for a job where it takes many years to become fully proficient. There is a generd rule that
team leaders are dways paid a least one point more than any other member of their team.

Employees normdly work a 37 hour week. If they work more than this they are entitled
to either overtime pay or time off in lieu.

v)
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1

Memorandum to Ray D. Haytor — Director of Finance from J.C. Bee—
Chief Executivere Need for Finance Dir ectorate | nput

26/09/2002

N

Scrutiny Committee, 30 September 2002, Report of Head of Economic
Development, Incubator Rents

30/09/2002

Extract from Bilding Times, “L ocal Firm WinsLargeExport Order”

7/10/2002

Property Projects Technical Update Bulletin—Best Practice Guidelines

10/10/2002

Minutes of Estates Section Staff Meeting

14/10/2002

[o2] k&2 =N [OV)

Letter from B. Rix —Managing Director, Independent Trading Company
Limited to J.C. Bee—Chief ExecutivereParfit Warehousel ease

16/10/2002

Independent Trading Company Limited, GrossPrdfit for the Year Ended
31 December 2001 and Egtimatesfor Subsequent Years

Letter from G. U. Terre— Senior Assessor, Pr omoting Performancein
Peopleto Dougal Glazing—Head of Property re Estates Section —
Assessment of Promoting Performancein People

18/10/2002

Memorandum to Patty O’ Dore—Director of Education from Bob de Bilder
—Manager — Property Projects re Livingstone Primary School Project —
Successful Tender er

22/10/2002

Letter from Ken Tract - Managing Director, Ken Tract Ltd to J.C. Bee-
Chief Executivere Provison of Estates Function

30/10/2002

Memorandum to Bob de Bilder —Manager —Property Projectsfrom Lance
Caping —Environmental Protection Officer re Protection of Great Crested
Newts

31/10/2002

Memorandum to C. Ling —Special Projects Accountant from Con Creet —
Estates Manager re Parfit Warehouse

1/11/2002

13-14

15-16

L etter to Patty O’ Dore—Director of Education from Clark Gable- Chair
of Governors, Dampcor se Primary School re Deficienciesin New School
Memorandum to C. Ling—Special Projects Accountant from Ray D.
Haytor —Director of Financere Review of Estates Section

4/11/2002

8/11/2002

17-18

Memorandumto C. Ling—Special Projects Accountant from R. Tex—
Accounting Technician re Estates Section Budget 2002/2003

12/11/2002

Letter from Mac Anichle-Diggar - Regional Archaeological Officer,
National Museumsand Antiquities Commission of Constructia, to Bob de
Bilder —Manager — Property Projectsrelmportant Archaeological Find

13/11/2002

Memorandum to Amena Tees— Director of Corporate Servicesfrom Patty
O’ Dore-Director of Education re Building M aintenance M anagement
Service Level Agreement

14/11/2002

Memorandum to C. Ling—Special Projects Accountant from Anne Ayle—
Head of Personnel re Estates Section Employee Pay Scales 2002/2003

15/11/2002

Memorandum to J.C. Bee— Chief Executive from Patty O’ Dore—Director
of Education reLivingstone Primary School Project —Urgent Problems

18/11/2002

Memorandum to C. Ling—Special Projects Accountant from Wynne Doe—
Assistant Director of Finance— Accountancy re Status of Livingstone
Primary Schod Project

20/11/2002

Memorandum to C. Ling—Special Projects Accountant from Dougal
Glazing—Head of Property re Maintenance M anagement Team

21/11/2002

Maintenance M anagement Team —Analysisof Time 1 April 2001 to 31
March 2002 / Maintenance management time: primary schools (Sample)
1 April 2001 to 31 March 2002

27-28

Memorandum to C. Ling—Special Projects Accountant from Bob de Bilder
—Manager — Property Projectsre Livingstone Primary School Project —
Amendmentsand Timetable

22/11/2002

Memorandum to C. Ling—Special Projects Accountant from Dougal
Glazing—Head of Property re Edates Section Expenditure

26/11/2002

E-mail to Wynne Doe—Assistant Director of Finance- Accountancy from
Theo D. Lyte—Assgtant Director of Edu cation (Resour ces) re Education
Funding

27/11/2002
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Memorandum BILDING
CORPORATION

To: Ray D. Haytor — Director of Finance Building a brighter future for
the whole community

From: J.C. Bee — Chief Executive

Subject: Need for Finance Directorate | nput

Date: 26 September 2002

| want to propose that you deploy some of your Specid Projects Accountant’s time on
some very important specid projects. | am concerned that there appears to have been
little Fnance input into certain of the Corpordion's activities tha seem to be causing
problems.  All of them rdae to the Corporate Services Directorate. Amena Tees, the
Director of Corporate Services, is anxious for your hep and has promised that al rdevant
information will be supplied to you concerning these problem arees | shdl briefly outline
the areas of concern.

There is disquiet that the economic regeneration programme may be ddling.  The
occupancy of units on the hitherto highly successful Technology Park hes begun to
decline, threatening continued economic regeneration. The Incubator Rents Scheme is
hignly unusud, and a fird dght ssems to me to be loosdy controlled financidly.
Does the Edtates Section have a sufficiently commercia and proactive gpproach?

| receve complaints condantly about Edtates Section. There is a feding that it is
unresponsve, ingfficient and expensve — possbly these propety services would be
provided better, faster and chesper by the private sector.  The Maintenance
Management Team is the source of the most complaints, and again falure to adopt a
commercid gpproach seemsto be at the heart of the problem.

The Corporation has redricted capitd funding. Education has been made a priority,
but recent projects have been over budget and over deadline.  The Director of
Educetion is not araid to lay the blame a the door of Property Projects Section for
poor project management and lack of a commercid approach. | wonder if she protests
too much? We must get to the bottom of what is going wrong — any repetition of the
poor outcome of the Dampcorse Primary School congruction project is unacceptable.
The Corporation cannot afford to squander scarce capitd resources by serious
overgpending, nor compromise its ability to ddiver excdlent and responsive savices,
The new Livingstone Primary School must be on budget and on time.

Petty O Dore has reluctantly agreed to provide you with dl the reevant correspondence
from the Education Directorate. Tact will be needed here; the TILES Education
Ingpectorate has been highly criticd of our performance, and Education Directorae daff
are feding the pressure. Performance must indeed improve.

All these problem areas have ggnificant financid agpects, and that is why | want your
people to have input. Remember that in dl three aress there are dso important non-
financid consderationsaswell. 1 am surel can rely on the professondism of your steff.

J. C. Bee
Chief Executive

BildingCorporationv4.2
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Scrutiny Committee, 30 September 2002 BILDING
Report of Head of Economic Development CORPORATION
Incubator Rents Building a brighter future for

the whole community

Pur pose of Report
To report to Scruting Committee on issues surrounding incubator rent policy.

Background

Members have requested a review of the Incubator Rents Scheme due to concerns that the
scheme is losng momentum, as the number of units occupied has declined from a pesk
occupancy of 31 units Members will be avare that the Corporation provides assstance
to busnesses in the form of specid rents for business premises owned by the Corporation.

These ae known as “Incubator Rents’ as they are only avalable for five years dafter
which businesses are expected to relocate to larger premises a a market rent.  Incubator
rents are based on a low flat fee in respect of depreciaion and mantenance codts, plus
commonly 20% of gross profits made by the busness.  If a busness makes a loss it only
pays the flat fee.

The saving of such rents to businesses varies according to the type of premises rented.
Examples are shown below:

Type of premises Number Typicd Target incubator Savingto
of units commercid rent rent busness
£ £ £
Smdl indudtrid unit 16 12000 8000 4000
Large indudrid unit 12 30,000 22000 8000
Retall unit 11 28,000 21,000 7,000
Warehouse 1 70,000 60,000 10,000

Current Status of | ncubator Rents

Currently there are 40 premises avalable for incubator rents, of which 25 are le, bringing
in atotd annud rent of around £500,000. During the Sx years of operaion of incubaor
rents, premises have been let to over 60 tenants, creating atota of 750 permanent jobs.

Tenants are now darting to come to the end of ther five-year lease. Unfortunatdly, most
of those whose leases have expired have rdocated to other locd authority aress offering
dterndiveincentives The extent of this problem was not previoudy anticipated.

A review of the Incubator Rents Scheme was undertaken over the summer and concluded
that incubator rents remain effective in assging businesses to become established.  This
was reported to Cabinet who gpproved a recommendation that the Corporation continue to
offer incubator rents to business tenants.

Rufus Pace

Rufus Pace
Head of Economic Devel opment

BildingCorporationv4.2
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Bil ding Tines

Monday, 7 October, 2002

Number 26,348 Pege 5

Local Firm Wins Large Export Order

By our business correspondent D. Orr

Locd firm Independent Trading is
cdebrating  tonignt  after  receiving
confirmation that it has won a contract to
upply 2500 paking mechines to a
mgor new  expot  cutomer  in
Cobblesandsettz.

Managing Director B. Rix announced the
news to the 30 drong workforce a
lunchtime today. @ The order represents
job security for the staff for at least two
years, and comes after months of
complex negotiaing in Cobblesandsettz.
It is the biggest ever contract won by
Independent  Trading, which until  last
yer had never dedt in paking
machines, and comes only weeks after
the company won an  Export
Achievement Award.

The company, which was set up 15 years
ago by B. Rix, is widdy regarded as a
mgor locd  success  dory, having
reocated to the aea in 1998 In
addition to its busnes success the
company has edabdlished drong links
with the locd community, providing
support to the locd comprehensve
sthool and rasng money for a mini-bus
for the locd old people’ s home.

BildingCorporationv4.2

Mr. Rix sad that the company’s success
could not have been achieved without a
loyd and talented workforce. The rapid
growth of the busness had vindicated
the decison to move to premises that
initidly gppeared too big. The company
expects further growth, and has the space
to expand a its exiging location.
However, he dso sounded a note of
caution. “The only doud on the horizon
is tha the Corporation seems to be
dragging its feet over renewing our lesse.
The sooner the new lease is sorted out,
the sooner we can concentrate on
penetrating even more export markets.”

Councillor Gerda Hyte, leeder of Bilding
Corporation, issued a datement
congratulating Independent Trading on
its success.  “This is a great day for our
caty, and we can teke pride in the
grength  and vigour of our locd
economy, as expressed in the continuing
progress  of  Independent  Trading.
Bilding Corporation helped Independent
Trading to set up here and we will
continue to do al that we can to support
both new and exigting businesses.”
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Property I?roj ects Technical Update Bulletin BILDING
Construction Industry Best Practice CORPORATION
10 October 2002 Building a brighter future for

the whole community
Purpose of Bulletin

To advie adoption of revised best prectice in condruction recommended by the
Congtruction and Linked Industry Performance Standards (CLIPS) Board.

Background

The CLIPS Boad is responsble for maintaining standards in the condruction and linked
indudtries. It provides a lig of best practices that dl organisations involved in
congruction and linked indudtries should adhere to.  From time to time it issues a ligt of
updates to take account of recent research and developments in condruction techniques.
A mgor update has just been released.

Autumn 2002 Update
The update makes recommendations covering a number of different dages of the

congruction process and these are summarised below, adong with the potentid savings on
atypica building project:

Stage of construction ‘Potential
Saving
A
s e YT
..§..r.a&a.r....é. T e e T E e PP PR ERTT TR TP TR TTTUTH FYTPIT ....16)7.0. ......
i S g —— i

The update Stresses that it is best practice to spedfy pendty cdauses for completion
ddays. It dso indicaes tha Professond Fees (excluding project management) would
normally be expected to be 10% of contract costs & current rates.

The Corporation should ensure that future contracts comply with these recommendations.
Legdly the Corpordtion has no power to impose these revised practices on exising
contractors, or on future contractors where a tender has dready been submitted.  Existing
contracts cannot be unilaterally amended, but it would be reasonable to gpproach
successful tenderers with a view to reaching an agreement that they will follow these
revised practices.

Policy Statement
That future invitations to tender for building and linked congtruction contracts require thet

contractars adhere to the revised statements of best practice issued by the CLIPS Board in
Autumn 2002. Future prices should therefore reflect the above savings.

4
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Minutes of EstatesSection Staff Meeting— 14 October 2002

Present:

Premises Management: Vinnie ShanBlind, Kurt Ainrod, Lou Wattbulb

M aintenance M anagement: No members present

Energy Management: DaveDoraill, Dan Ing-Roomchar, Becky Shelf, Stan Dardlamp,
Administration: Fran Shwindow, Ben Ister, Chas Tofdrawers,

Apologies: Con Creet (Estates Manager), Will Paper (Premises Management Team), Dora
Stop (Adminigration Team)

Minutes of the previous meeting: CC wasto provide these but had not done so.
Matters Arising: None
Chair: Inthe absence of CC, V S-B agreed to chair the mesting.

Training: There is 4ill no traning plan for the Section.  Members of gaff had requested
traning & ther gppraisa interviews in March, but have heard nothing since then. CC has
been gpproached about this severd times, but to no avall.  Staff expressed concern that
they were faling to keep their technicd and professond <kills up-to-date, due to the fact
that dl traning course goplications were on hold until Personne Services had  gpproved
the training plan.

VSB commented that the Maintenance Management Team members have been on
severd team-building ‘awaydays, and asked if the other teams present fdt that they
would benefit from this  Staff generdly fet thet this would not be worthwhile and would
do nothing to address their concerns.

Overtime: DI-R expressad unhgppiness about the amount of overtime that he was having
to work and the unwillingness of CC to dlow him to be pad for this when pressure of
work meant that he couldn’t take time off in lieu. Members of dl teams agreed with this.

Grading: KA asked about progress with the review of grades for the Section. VSB
explained that whils Personnd Services had confirmed that in their opinion there was no
reeson why the maintenance management jobs could not be undertaken by surveyors (as
opposed to quantity surveyors), CC was opposed to this on the grounds that this was long-
edablished custom and practicee KA pointed out that usng surveyors in the Maintenance
Management Team would save the Corporation money, as they would be paid on the
Surveyor Grade, as opposed to the Quantity Surveyor Grade. VSB sad that he would
ak CC for a progress report to put in the minutes.  [No information forthcoming from
CC a the time of circulation of minutes)]

Retirement of Head of Section: VS-B announced that CC had asked him to inform the
mesting thet he (CC) would be retiring on 31 March 2003,

Attendance: Severd daff complaned about the regular non-attendance of CC a
mestings, and the usud lack of any interest from the Maintenance Management Team. It
was agreed that this concern should be minuted.

Minutes taken and drafted by Chas Tofdrawers

5
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Independent Trading Company Limited

Parfit Way, Bilding Technology Park, Bilding. BL4 6RT.
MrJ.C.Bee,
Bilding Corporation,
Foundation Street,
BILDING.
BL1 5DG. 16 October 2002

Dear Mr. Bee,

Parfit Warehouse Lease

Further to our conversation at the charity dinner last night, | said that | would write to you,
setting out my views on the way forward in respect of our tenancy of your warehouse. |
have written repeatedly to your Estates Section but have been unable to obtain any
substantive response from them.

As | explained, our warehouse is rented from you at an “Incubator Rent”, which means
that we pay £20,000 plus 20% of our gross profits. This arrangement is set to continue
until 31 March 2003 when our five-year tenancy agreement expires. | propose that we
renegotiate the terms of the agreement, taking into account the effect of the
Corporation’s recently completed refurbishment work reducing your annual maintenance
costs for the building to £15,000.

Independent Trading is expanding rapidly, and this will significantly increase our
profitability over the next five years. In the light of this, | am proposing a new
arrangement, whereby we would pay a commercial rent of £55,000 per annum. If you
insist on a “partnership” basis, | propose a flat rate element of £15,000 plus 15% of our
(increasing) gross profit. | propose that such an arrangement be put into effect from 1
April 2003 and that it should run for five years. Clearly, this would benefit you in that you
would have a guaranteed tenant for a further five years. | enclose a copy of our restated
management accounts for the year ended 31 D ecember 2001 together with a projection
of our anticipated profits for the next three years. Note that we have corrected the basis
of cost of sales from the estimates previously provided — presumably we will receive a
rebate for the excess rent we are currently paying due to the overstated gross profit
previously supplied to the Estates Section. We are only now able to use the previously
excess space in the Parfit Warehouse as our business expands. It is gratifying that we
are staying on track with the expansion plans that led us to move to Bilding in 1998, and
we look forward to further expansion (reflected in the forecasts) with the help of our loyal
workforce. We are starting to reap the benefits of the investment in the initially
excessively large Parfit Warehouse building. Although neighbouring local authorities
have made us highly attractive offers to tempt us to relocate, we would rather stick where
we are if we can agree a competitive rent.

I look forward to hearing your comments, and to continuing a successful relationship with
Bilding Corporation.
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Yours sincerely,

B. R X

Managing Director
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Note to Con Creet. | assune that
you will consider this perfectly
reasonabl e proposal as part of
your negotiations for the new

| ease. J.C. B.
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Independent Trading Company Limited

DISCLAIMER

The company issues this document solely for the purposes of determining rent
levels in respect of the company’s Parfit Warehouse premises.

It is not intended for disclosure to, or use by, any other parties and the company’s
Directors take no responsibility for loss or other harm incurred by any parties
making use of the contents of this document.

Gross Profit for the Year Ended 31 December 2001

Year Ended 31 Year Ended 31
December 2001 December 2001

Restated Original
£'000 £'000
Gross Turnover 960 960
Cost of Sales 769 634
Gross Profit 191 326

Comments:

Turnover increased by 8.6% compared with the previous year. The Directors believe that
the revised definition of Gross Profit, which includes an appropriate proportion of
overheads, selling and administrative expenses, represents a more appropriate view of
the company’s Gross Profit for the year.

The Directors announce projected trading figures, based on the new accounting
definitions as follows:

Years Ending 31 December

2002 2003
£'000 £'000
Gross Turnover 1,068 1,210
Cost of Sales 822 920
Gross Profit 246 290

The Directors anticipate that there will be a further increase of 30% in Turnover and
Gross Profit in 2004 as the company increases its sales into new export markets.
Thereafter Turnover and Gross Profit are expected to stabilise. Due to uncertainty, no
projections for other categories of expense can be made.
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Promoting Performance I n People

Peak House, 21 Rivet Road, Bilding. BL30TT.
Mr. D. Glazing,
Head of Property,
Bilding Corporation,
Foundation Strest,
BILDING.
BL15DG. Date: 18 October 2002

Our ref: HB/TV/345
Dear Dougd,

Estates Section - Assessment of Promoting Performance in People

Following your request, our assessor visited the Estates Section of your Divison.

| am afrad that your concerns are judtified If there is no improvement by the time of the
PPIP assessment for the whole Divison, | am sorry to say that this Section is likdy to
drag you down, possbly beow the minimum sandard for PPIP accreditation.  As the full
assessment of the whole Divison is due in September 2003, it will be necessary to make
some fairly rapid improvements to this Section.

The main problems that the assessor found are:

Thefailure to provide training, even where aneed for training has been identified;

Where training takes place it is not assessed to ensure that it has a worthwhile
outcome for the organisation and the individud. The only “training” that appears
to take place is that one of the teams atends “team-building” days, condding of
team golf competitions;

Staff are unaware of how their work contributes to the achievement of the ams
and objectives of the organisstion.  This is centrd to having a wel-motivated
workforce who can identify their own training needs.

You will dearly be disgppointed by these findings. However you did indicate to me that
the current Estates Manager will be retiring soon and that in recruiting his successor you
would be aming to recruit a person with a proven track record of improving loca services

by the proactive involvement of dl gaff. | am sure that this would be of benefit in
resolving this problem.

Please do not hesitate to contact meif you require further information or advice.

Y ours sSncerdly,

G U Terre

G.U.Terre
Senior Assessor
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Memorandum BILDING

CORPORATION

Building a brighter future for
the whole community

To: Patty O’ Dore — Director of Education

From: Bob de Bilder — Manager — Property Projects

cc: Wynne Doe — Assigtant Director of Finance - Accountancy
Subject: Livingstone Primary School Project — Successful Tenderer
Date: 22 October 2002

| write to inform you tha Hinge and Brackett has been confirmed as the successful
tenderer for the Livingstone Primary School Project.  Details of the design and timetable
were adapted from Dampcorse Primary School. | set out the schedule of codts as
tendered.  Please note tha these do not take account of any savings that may be made by
adopting the recommendations contained in the recent Congdruction and Linked Industry
Performance Standards (CL1PS) Board technica update bulletin on building practices.

Activity Duration £'000
in weeks

Ground preparation K 50
Services 4 65
Foundations £ 120
Main structure 2 790
Ancillary structures 1z 410
Plumbing € 8
Electrica 1C 105
Hesting 1C 70
Pastering £ 45
Decoration £ 50
Ftting out/Snagging* £ 110
Car park E 70
Playingfidd 3 60

2030

* Snagging is the process of identifying defectsin the completed structure and supervision
of the rectification of defects by the contractor.

| am pleased to report that Hinge and Brackett has subsequently agreed to reduce these
cogs in line with the CLIPS Board recommendations. The above tendered prices will
therefore need to be updated.

It is Corporaion policy on projects to provide 10% of the contracted cost plus
professond fees as a contingency. | confirm that we are working to your ingruction that
this project must be completed no later than the middle of July 2004 in order to dlow dteff
time to prepare the school for opening in September 2004.

Bob de Bil der

Manager — Property Projects
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Ken Tract Ltd
Specialist Building
and Property Services

Mr. J.C. Beeg,

Chief Executive,
Bilding Corporation,
Foundation Street,
BILDING BL15DG. 30 October 2002

Dear Jay,
Provision of Estates Function

It was good to tadk to you on the telephone the other day. | welcome the opportunity you
gave me to write to you with someinitial proposds.

On the bass of the information you provided, | have put together some indicative
proposas for the future provison of the functions of the Estates Section. | have based
my proposas on a fiveyear agreement. Exigting members of staff would be transferred
to Ken Tract Ltd. on ther exiding conditions of sarvice induding a compaable penson
scheme.

Assuming that the contract were to start from 1 April 2003, the charge for this service in
the first year would be £625,000, mede up as follows:

Service Firs year charge
£
Premises Management 280,000
Maintenance Management 130,000
Energy Management 215,000

The £625000 is based on April 2002 prices Over the life of the contract these prices
would be incressed annudly only by the average earnings index as published monthly by
the Government Office of Statistica Information.

| fully undergtand that outsourcing in this way has not been tried a Bilding Corporation
and gpprecide the potentid difficulties. In recognition of this, | would be prepared to
take on individud parts of the sarvice if it were eader for you to get agreement to this. |
would be prepared to provide any one of these services, or a combination of any two, a
an additiona cost of 7.5% on top of the costs per service shown above.

| trust thet thiswill be of interest to you, and look forward to hearing from you.

Yours Sncerely,

Ken Tract

Managing Director

Capital House, 45 Primrose Gate, Bilding. BL2 9YY.

10

BildingCorporationv4.2



Page 19 of 39

Memorandum BILDING
. ; - CORPORATION
To: Bob de Bilder — Manager — Property Projects Building a brighter future for
the whole community
From: Lance Caping — Environmenta Protection Officer
Subject: Protection of Great Crested Newts
Date: 31 October 2002

Livingstone Primary School

| have had some important news regarding the Site of the aove. It turns out that thereis
a pond in the middle of the area planned for the school building, containing a colony of
Great Crested Newts, which ae protected under the Environment Bio-Diversty
(Protection of Species) Act 1994 (the Act) and provison must be made for the newts.

This will require the Corporation to build a replacement pond before any other work is
done on the ste. The newts must be collected and transported to their new home. There
must then be a period of setling down to ensure that the new pond meets dl ther
requirements. Then, and only then, can the work begin on draining the old pond. Until
then the Corporation will be legdly required to refran from undertaking any congruction
work on the gite.

Under the provisons of the Act, only licensed specidis contractors can build the pond
and trangport the newts.  There is only one licensed contractor in the region.  The
contractor has indicated that an dl-inclusve fee of £15,000 will be sufficient to cover the
cods of the operaion. The whole thing should take three weeks (including settlingrin
period). As this will be charged to the project, please confirm that you agree for this to
go ahead. This work cannot gart until the beginning of March, as it would be too cold for
the newts before then.

As there is only one contractor avalable to undertake this work, | contacted Terry Cotter
(Director of Legd Services) to check on the legd postion. He confirms that Corporation
Sanding Order requirements to obtain three compstitive quotations do not goply in this
case.

May | wish you (and the newts) dl the luck on your project.

Lance Capi ng

Environmenta Protection Officer
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Memorandum BILDING
. ; ; : CORPORATION
To: C. Ling - Speud Projects Accountant Building a brighter future for
the whole community
From: Con Creet — Edtates Manager
Subject: Parfit Warehouse
Date: 1 November 2002

You requested more information about this propety, and the bass for computing
incubator rents.  The Parfit Warehouse is a subgtantid building on the Technology Park,
with an area of approximately 50,000 square feet.  Independent Trading is the current
occupant and has a five-year tenancy on the usud incubator rent terms. The tenant’s lease
expires on 31 March 2003,

The building has no paticular architecturd merit, being a typica product of the 1960's.
It is dructurdly unsuitable for sub-divison into sndler units The building was
ubjected to a thorough survey two years ago, after Independent Trading expressed some
concern about the condition of the building.  The survey eveded that the building was
garting to show its age and needed substantid repairs.  This work is now complete.
Annua maintenance codts in future should be about £15,000 per annum plus there will be
an annua depreciation charge of £5,000. As pat of the work, improvements were made
to the heating and dectrical sysems and low maintenance windows were inddled. The
tenant’s current lease has not been revisad following completion of this work.

Incubator rents are relaed to the Corporaion’s revenue costs and a share of the tenant's
gross profits.  Bilding Corporation's accounting year begins on 1 April. The gross profit
eement of the rent is based on wha the tenant reports for its accounting year ending
during the Corporation's previous accouting year. S0 a tenant whose accounting year
ended on 30 November would have the gross profit dement of the 20022003 rent based
on the gross prafit reported for the tenant’ s accounting year ended 30 November 2001.

For dat-up busnesses with no previous accounts, rents are based on an etimate of the
gross profit for the fird two years, negotiated between the tenant and the Economic
Devdopment Divison. These edimates of gross profit have usudly been beow actud
levels of gross profit subsequently reported. There is no retrogpective adjusment of rent
levds in the light of actud gross profit reported.  The Corporation’s procedures aso
require tenants to send a copy of ther audited accounts to the Corporation’s Edtaes
Section.  In the past we dmply filed them. Recent legidative changes meen tha
busnesses with an annud turnover below £5 million no longer need to have an audit, 0
audited accounts are now not normaly available for the tenants of incubator units.

For 2002/2003 we expect to receive £85,000 in rent from Independent Trading; | edtimate
that, if we were to let the property on the free market, we could expect to receive about
£70,000 per aonum.  This is unusud, because mog tenants on incubator rents pay less
than they would for anorma commercid tenancy.

Con Creet
Estates Manager
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DAMPCORSE PRIMARY SCHOOL

Lurning Way, Dampcorse, Bilding. BL7 6XX.
Ms. P. O'Dore,
Director of Education,
Bilding Corporation,
Foundation Strest,
BILDING.
BL15DG. 4 November 2002

Dear Ms. O’ Dore,

Deficienciesin new school

| write on behdf of the Board of Governors to raise with you severa matters of concern.
We have previoudy written to your Directorate about them on severd occasions, but have
not received a saisfactory response.  The whole community in Dampcorse is naturaly
ddighted that our new school is now open, and therefore tha so many children can be
educated locdly. They no longer have to travel long disances to be taught in overszed
classes in cramped conditions esewhere.  However, our ddight a the opening of the new
school in January hes been tempered by the evident defidencies in the school building,
and uncertainty about whether these problems can be rectified. Also, the school was
compleled four months late, and was 20% over budget, so we ae dl the more
disappointed that the school fdls short of what we wanted and expected.

The gaff accommodation is too smdl for the number of saff, and does not meet the new
Hedth and Safety Guiddines due to be introduced next year. The nursery classoom is
very cramped, and has caused us to have to redrict the numbers of children who can be
accepted into the nursery dass. Severd of the classrooms have not been properly finished
off: two of them did not have putty round the glass in the windows, and four of them have
rough walls because the top surface of plaster was never properly skimmed off.

These are just the obvious flaws gpparent to the saff and governors. We do not know if
there are other less obvious problems  The tweve-month retention period on the building
is dmogt a an end, but there appears to have been no sysematic ingpection of the
building by Property Projects. One of the governors has heard that the contractors have
dleged tha the contract fdl behind schedule because of interference by Education
Directorate gaff resulting in unplanned changes to the specifications  As the completion
deadline approached they indicated that they would do as much as possble within the
deedline and their contract resources, but that because of the variations they could not be
held respongble for the date of completion. They are dso refusng to take responghility
for any defects because the variations were not documented and authorised, and they have
received inadequate recompense for the extrawork that they say they had to underteke.

As locd resdents, we wanted the school to be a community resource, but none of us was
consulted about what we wanted. The building is a scded down verson of Ridgetile
School, and cannot be used for out of hours community ectivities As a Boad of
Governors, we were only condituted shortly before the school opened when we were
needed to appoint the staff. Sadly we had no chance to say what we wanted. There seems
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to have been a top-down assumption by senior Education Directorate daff that as the
“experts’ you knew what we needed.

There were some hard choices to be made early on in the project, but these seem to have
been avoided. There seems to have been an over-optimidtic plan that fudged the trade-off
between an over-tight deadline and a shortage of resources. With hindsght, how could
anyone have accepted this plan as redidic and achievable? The origind plans looked
well on paper, appeared to be affordable, and therefore the project was gpproved. Why
didn't somebody do a redity check on it? We now have to live with the consequences of
the subsequent corner cutting.

There seems to have been confusion over responghilities and a culture of blame.  Why
waa't a search of the mining records conducted sooner? The discovery of the old
mineshaft on the Ste during condruction delayed the project by nearly two months The
mineshaft was shown on the old maps of Bilding Mining Company, but two members of
Property Projects staff assumed that the other one was doing the search, and that no news
was good news!

Reducing the contingency to kegp planned cogts within the budget was a redly poor
move. When one of the main sub-contractors went into liquidation there was chaos. Why
dlow the main contractor to place a critical dement of the work with a contractor known
to bein finendd difficulties?

Locd resdents reported numerous ingtances of workmen dtting around with nothing to
do or going off-site again. A team of bricklayers arrived when the foundations had hardly
been dug and no bricks were due to be ddivered for another two weeks. Much of the
budget overspend was due to bringing in large numbers of extra workers as the winter
approached, so many that they were getting in each other’ sway.

Much of the planning seems to have revolved around “gut fed” and “experience’, with
paperwork being seen by Property Projects as an unnecessary didtraction.  When Mr. de
Bilder went off sck, there was utter confusion, as most of the plans gopeared to be in his
headl My experience of Property Projects has left me distinctly unimpressed. At lesst |
trugt thet | shal never have to get embroiled in another one of your new build projectd

On bendf of dl the governors, we would wish to get an early reply about how and when
the deficiencies in our new school are going to be rectified. Should | expect an answer
from the Education Directorate — or Property Projects? | reman profoundly confused
about who isrespongble for what. | look forward to an eventud reply from somebody.

Yours Sncerely,

d ark Gabl e

Clark Gable
Chair of Governors, Dampcorse Primary School

14
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Memorandum BILDING

CORPORATION

Building a brighter future for
the whole community

To: C. Ling— Specid Projects Accountant

From: Ray D. Haytor — Director of Finance
Subject: Review of Estates Section
Date: 8 November 2002

The Director of Corporate Services wishes to progress the review of the Edtates Section
and its future. The Chief Executive wants to progress the congderation of the standard of
its savice, its peceved high cost and, indeed, whether the functions should be
outsourced. The Director of Corporate Services is keen to receve the input from the

Finance Directorate’s involvement with the review. As most of the issues involve
financid condderations, | have agreed that we will draft the report. It will form the bass
of an eventud joint presentation by her and mysdlf to the Corporate Management Team.

Y ou will be aware of most of theissues, but two emerging issues are:

O The Head of Property suspects that the Maintenance Management Team's cods are
too high. He has looked a the cost per chargesble hour and is concerned thet it is
higher then it should be, implying theat non-productive time is higher than normd;

o The Socid Services Directorate has suggested that the cogts charged to its residentia
homes by the same team are excessve. This is an important issue as these homes are
much more expendve than comparable homes in the private sector and there is
pressure on the Corporation t close some of its own homes.

As you have been involved in the review of Edtates, | want you to draft the report for me.
Please provide:

o A financd andyss of the possble savings aisng from outsourcing the sarvice to
Ken Tract, on the terms contaned in the letter of 30 October 2002, induding an
andyss of the option of outsourcing only one or two of the teams  The andyss
should show the overdl savings that would be redlised by the Corporetion;

o An identification of the range of management ssues that need to be addressed should
the Estates Section cortinue to be an in-house sarvice, including arees where exigding
practices lead to additiona costs for the Section and any problems which could affect
the PPIP status of the entire Division;

o An andyss of the rates used for recharging the cogts of the Maintenance Management
Team to users of their sarvices and a recommendation as to whether the rates should
be changed;

o An evduaion of whether the charge to primay schools by the Mantenance
Management Team should continue to be besed on a dngle rae for dl primary
schoals, or whether the charge should vary according to the age and size of the school.

15
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The latter is an issue raised verbaly by the Director of Education. | have asked her to put
her concerns in writing, and | expect a memorandum from her in the near future.  The
Head of Property has agreed to gather some information about costs for a sample of
primary schools, which he will pass on to you. He is dso collecting some information on
time spent by the Maintenance Management Team and their charges, and will forward this
toyou. You should use the April 2002 price base throughot.

Clearly some of these issues could become irrdevant if we decide to outsource the

sarvice, but the decison will not be taken on soldy financid grounds, 0 even if the firg

part of your report suggests that outsourcing appears cheaper, we will ill want to discuss
the other issues that | have asked you to include in the report.

Ray D. Hayt or

Director of Finance
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Memorandum BILDING
. : : : CORPORATION
To: C. Ling— Specidl Projects Accountant Building a brighter future for
the whole community
From: R. Tex - Accounting Technician
Subject: Estates Section Budget 2002/2003
Date: 12 November 2002

As promised, here is the current budget for the Estates Section, based on April 2002 price
levels.

Tota
Budget
2002/2003

£
Employees 593,096
Transport 24,60C
Supplies and Services 28,20C
Adminigrative Buildings Recharge 16,00C
Central Support Services Recharge 172,09z
833,988

Adminigrative buildings recharge incdludes capitd charges and depreciaion.  Some
additiond informetion that you may find useful is that workload levels are rdated to the
following numbers of properties:

Team Numbers of
properties
Premises Management 180
Maintenance Management 150
Energy Management 300

Trangport costs are based on the average number of journeys per property per year costed
a amileage rate of 40p per mile:

Number  Average one- Cost of

of return  way distance transport per

journeys (miles)  property
£
Premises Management 5 € .00
Maintenance Management 5 E 100.00
Energy Management 2 & 128

The supplies and services budget is based on £600 per employes, but with additiond
advertisng cods for Pemisess Management of, on average, £100 for every property
managed

Centrd support recharges should be gpportioned to teams on the bass of totd cost of
employees, trangport, upplies and sarvices and adminidrative buildings recharge. The

17
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Accountancy Section confirms thet for our purposes we should assume that outsourcing
the Section, in pat or in whole, will not reduce the Corporaion’s centrd support codts.
In practice some costs might change but the effect would be negligible overal.

| dso provide details of the projected saffing budget for next year:

Estates Section Staffing Budget 2002/2003

Salary Oncosts* Total

Name Grade Point £ £ £
C Creet Section Manager 5 37,575 9,394 46,969

Premises Management Team

V Shan-Blind Team Leader — Surveyors 5 31,254 7,814 39,068
K Ainrod Surveyors 4 30,516 7,629 38,145
W Paper Surveyors 2 29,133 7,283 36,416
L Wattbulb Surveyors 3 29,847 7,462 37,309
Team Total 120,750 30,188 150,938
Maintenance Management Team
Team Leader — Quantity
lan Sulation Surveyors 7 35,418 8,855 44,273
Bill Tin-Wardrobe Quantity Surveyors 6 34,386 8,597 42,983
Eck Stenshun Quantity Surveyors 6 34,386 8,597 42,983
Ken Vexion-Boiler Quantity Surveyors 6 34,386 8,597 42,983
Team Total 138,576 34,646 173,222
Energy Management Team
Dave Doraill Team Leader — Surveyors 5 31,254 7,814 39,068
Dan Ing-Roomchair ~ Surveyors 3 29,847 7,462 37,309
Becky Shelf Surveyors 2 29,133 7,283 36,416
Stan Dardlamp Surveyors 1 28,422 7,106 35,528
Team Total 118,656 29,665 148,321
Administration Team
Fran Shwindow Administrator 4 18,417 4,604 23,021
Ben Ister Clerical Officer 2 13,500 3,375 16,875
Chas Tofdrawers Clerical Officer 2 13,500 3,375 16,875
Dora Stop Clerical Officer 2 13,500 3,375 16,875
Team Total 58,917 14,729 73,646
Section Total 474,474 118,622 593,096
* Oncosts:

Employers' National Insurance Contributions 10%
Employers' Superannuation Contributions ~ 15%

| hope dl thisis useful.

R. Tex

Accounting Technician
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National Museums and Antiquities Commission of Constructia
11 Excavation Drive, Bilding. BL4 60D.

Mr. Bob de Bilder,

Manager — Property Projects,

Bilding Corporation,

Foundation Stre<,

BILDING.

BL15DG. Date: 13 November 2002

Dear Sir,

Important Archaeological Find at Livingstone

| am ddighted and thrilled to tel you thet important archaeologicd remains have been
found on the sSte of the new Livingstone Primary School. A member of the public, who
was waking his dog on the Site, made the discovery.

The finds gppear to indicate that there may be a Roman burid of high status on the Ste.
This is unusud a most Romans were cremated and so this could be an extremdy
important find. It could leed to a new and desgper underganding about Roman burid
customs locdly and the way in which the native tribes were subjected to Roman rule.

The complicating factor for you is that we must undertake, a the cost of £35,000, a full
excavdion of the find. This will take 8 weeks By law, this excavaion must be
completed before the building project can dat.  However, in order to do o it will be
necessxy fird to dran an adjacent pond. | understand from your Environmenta
Protection Officer that this cannot be done until the resdent population of Great Crested
Newts have been relocated.

Y ours fathfully,

Mac Ani chl e- Di ggar

Mac Anichle-Diggar
Regiond Archaeologica Officer
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Memorandum BILDING

CORPORATION

Building a brighter future for
the whole community

To: Amena Tees— Director of Corporate Services

From: Patty O’ Dore — Director of Education

cc: Ray D. Haytor — Director of Finance

Subject: Building Mainterance Management Service Level Agreement
Date: 14 November 2002

| recently attended a meeting of the Bilding Primary Heedteachers Association.  During
coffee before the gart of the meeting, | was gpproached by a group of headteachers with a
complant about the charge made for building mantenance management. The
Maintenance Management Team of your Estates Section provides this service.

The gig of ther complaint is that they are being overcharged for this work, and they are

rductantly conddering going to an externd provider early next year, when the SLA's are
up for renewd.

They suggested to me that the cause of this overcharge is tha dl primary schools are
charged the same amount for this service, but that the actud cost of the sarvice varies
between primary schools according to age and Size.

These headteachers were al from schools that were either smal or modern. They believe
that they are paying more than it would cost to get a private sector surveyor to undertake
thiswork.

| should be pleased to hear your comments. | am sending a copy of this memorandum to
the Director of Finance.

Patty O Dore

Director of Educeation

BildingCorporationv4.2



Page 29 of 39

Memorandum BILDING

CORPORATION

Building a brighter future for
the whole community

To: C. Ling— Specid Projects Accountant

From: AnneAyle — Head of Personnel
Subject: Estates Section Employee Pay Scales 2002/03
Date: 15 November 2002

Please find attached the sdary grades and scaes of employees of the Estates Section,
based on current salaries.  Grades and salary points are summarised below:

Point £ Comments
Section Manager Grade 1 33,384 The section manager ispad at least
2 34,386 one point above the highest point
3 35418 pad to any other member of the
4 36480 ection
5 37575
Quantity Surveyor Grade 1 30516 Theteam leader ispaid atleast one
2 31,254 point above the highest point paid to
3 31971 any other member of the team.
4 32,682 Only theteam leader can progressto
5 33384 point7
6 34,386
7 35418
Surveyor Grade 1 28422 Theteam leader is paid a least one
2 20,133 point above the highest point paid to
3 20847 any other member of the team.
4 30516 Only the team leader can progressto
5 3124 point5
Adminigrator Grade 1 16,734
2 17,265
3 17,823
4 18417
Clericd Officer Grade 1 13183
2 13500
3 13764
4 14,283

Anne Ayl e

Head of Personne
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Memorandum BILDING
. : . CORPORATION
To: J.C. Bee — Chief Executive Building a brighter future for
the whole community
From: Patty O’ Dore — Director of Education
Subject: Livinggtone Primary School Project — Urgent Problems
Date: 18 November 2002

| am becoming increesngly pessmigic about whether we can complete the Livingstone
Primary School project on time and within budget. We have suffered severd setbacks
tha have ddayed the project and which will add to its costs As if this wasn't bad
enough, we have now been informed that some of the Ste is contaminated by chemica
wasle and needs decontamination before ground preparation can begin.  This will take a
goecidist contractor 12 weeks to complete at a cost of £100,0000 Standing Orders on
competitive tendering are apparently not applicable, asthisis specidist work.

Worse ill, Bob de Bilder now refuses to commit to being able to complete the project on
time. Now he says that we may have to trow money a the project (without being able to
say how much might be needed) and even then it might not be finished until September!

The letter from the Chair of Governors a Dampcorse Primary School makes clear
Property Projects are to blame for the school being four months late and 20% over budget.
Despite the best efforts of mysdf and some of my saff to keep the project on track and
sort out the obvious flaws in the design, Property Projects faled. Why should part of my
Directorai€s cepitd dlocation have been wasted because Propety Projects are
incompetent? My concern now is that history is about to repest itsdf and that there will
be asgmilar shambles on the Livingstone Primary School new build project.

| am extremedy concerned about this Studtion. If the school is not completed by the
middle of July 2004 (72 weeks dater 1 March 2003), the school will not be reedy to
recave its fird pupils in September, and we will receive a huge amount of unfavourable
publicity. My capitd financing limit is £25m and | have no revenue resources available
to meat any further cods without cutting other education provison. | suggest that
Property Projects are made to take respongbility for the overspending or that any excess
be charged to centrd catingencied To add insult to injury, now that Property Projects
operate on a “commercid basis’, they intend to levy a charge for their services of 2.5% of
the entire cogt of the project before alowance for contingencies.

| would welcome your comments on this degply worrying Situation.

Patty O Dore

Director of Educeation
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BILDING
Memorandum CORPORATION
. . . Building a brighter future for
To: C. Ling— Specid Projects Accountant the whole community
From: Wynne Doe — Assistant Director of Finance - Accountancy
Subject: Status of Livingstone Primary School Project
Date: 20 November 2002

You will be aware of the Director of Education’s concerns about the cost and timetable
for the new Livingstone Primary School.  The Chief Executive has asked the Finance
Directorate to edtablish the true Stuation in respect of the probable tota cogt of the project
and the projected date of completion. Pease draft a report for me to be tabled a the
Corporate Management Team (Paity O’'Dore is ingsting upon a discusson a this levd).
There is concern that project management on new school builds is not sufficently
professona. Have the lessons of the Dampcorse Primary School project been learned?

The report should cover the following aress.
Background to the Livingdone Primay School project and the problems
encountered;
An updating of the Livinggone Primary School project estimates of cos and
timescaein the light of the latest information about activities and codts,
A citica pah network andyds diagram for the project, taking account of al of
these changes, indicating whether completion will be on time and within budget
using norma methods,
An updating (if required) of the network andyss diagram and determination of the
lowest cost required to complete condruction within the deedline usng crash
methods;
An outline of the key features of effective project management and the main steps
involved a each sage; *
An assessment of how far project management on the Dampcorse and Livingstone
Schools projects has fdlen short of best practice (this should include consderaion
of the Education Directorat€e s performance as a client); *
An indication of what steps ae needed to improve project management on the
Livinggone Primary School project (and any other such projects) in the light of
experience, and who should be responsible for these; *
Congderation of where budgetary responshbility for any overspending should lig;
Condusions and recommendetions.
* Pleese address these requirements in an appendix with a matrix format (required formet
attached).

Please note that the costs of the newt migraion, the excavaion and the decontamination
dl form pat of the overdl cost of the project. Professond fees rdae only to the Hinge
and Brackett contract dement, and are 10% of the contractor's revised contract price.
Contingencies should be edimaied a 10% of the totd cost (excluding any Property
Projects charges) in line with usud Corporation policy.

Wnne Doe

Assgant Director of Finance- Accountancy
23
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Format required for Appendix analysing the standard of Proje ct Management.

Project Management Weaknesses on Dampcorse and

Key Elements Livingstone Schools Projects
Element 1
Stepl Weakness 1
Weakness 2
Step2 Weakness 3
24
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Proposals  Responsibility
Proposal 1  A.N. Other
Proposal 2  A.N. Other
Proposa 3 A.N. Other
Proposa 4  A.N. Other
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Memorandum BILDING
. : : . CORPORATION
To: C.Li ng-— SDGCId Projects Accountant Building a brighter future for
the whole community
From: Dougd Glazing — Head of Property
Subject: Maintenance Management Team
Date: 21 November 2002

Please find attached a breskdown of time spent by the above for the year April 2001 to
March 2002. | expect the pattern to be smilar this year.

The cogts of the Team are recharged on the bass of a fixed charge per type of property.
The charges were cdculated some years ago, usng an andyss of the direct time spent on
each type of property.  Since then the charges have been increased esch year, roughly in
line with inflation, but adjused so tha they more or less cover the codts of the Team,
incduding the clericd officer and a shae of the costs of the Section Manager and
Adminigrator.  The cods of the Section Manager and Adminigtrator are apportioned over
the three professona teams pro rata to the cost of the teams.  Any under or over-recovery
remains as a charge againg the Corporate Services Directorate budget

Most dlients receive a centrd services recharge, but schools instead are invoiced in April
eech year, as pat of a Service Levd Agreement. Schools have the power to go
dsawhere for this sarvice, or to manage the maintenance of their buildings themsdves,
but none has yet done o. This arangement began in April 2000, as pat of the
progressive development of Direct Management of Schools (DMS).

The current charges are:

Type of Property Charge per Numbers of

Property Properties

£

Primary Schools 1500 12
Secondary Schools 3000 14
Residentiad Homes 6,000 7
Leisure Centres 7500 K
Other 3,000 4

On the attached sheet, there is a summary of time spent on managing maintenance a a
sample of primary schools last year, as requested. | have broken down the schools
between “old” and “modern”.

| look forward to seeing your draft report.  As some of the issues are sengitive within this
Directorate, | would be grateful if the circulation of the report could be restricted.

Qﬁo ujaf Z%fa,zz'nj
Head of Property
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M aintenance M anagement Team — Analysisof Time 1 April 2001 to 31 Mar ch 2002

lan Sulaion Bill Tin- Eck Ken Totd

Wardrobe Stenshun Vexion

Boiler
Productive Time Hours Hours Hours Hours Hours
Primary Schools 953.00 424,00 747.00 710.00 2,834.0C
Secondary Schools 243.00 252.00 314.00 256.00 1,065.0C
Residentid Homes - 321.00 11.00 184.00 516.0C
Lesure Centres - 250.00 17700 - 427.0C
Other 59.00 - 120.00 220.00 399.0C
1,255.00 1,247.00 1,369.00 1,370.00 5,241.0C

Nonproductive time
Leave (holiday) 222.00 222.00 22200 222.00 888.0C
Sickness 222.00 165.00 74.00 185.00 646.0C
Training 74.00 74.00 74.00 74.00 296.0C
Maternity - - - - -
Other 156.00 221.00 190.00 78.00 645.0C
674.00 682.00 560.00 559.00 2475.0C
1,929.00 1,929.00 1,929.00 1,929.00 7,716.0C
Notes

Standard hours for the year are 1,929 (52.14 weeks per year @ 37 hours per week)
The average day is 7.4 hours (/5 of 37 hours per week)

Annud leave includes nationd holidays and is 30 days per year for dl gaff with more
than five years sarvice, 26 days for those with less than five years

Productive timeis spent either on-site, travelling from the office to properties, or in the
office and aways relates to pecific properties

M aintenance management time: primary schools (sample) 1 April 2001 to 31

March 2002
School Schoal type Foor area Direct time spent by Maintenance
(sg. metres.) Management Team
(Hours)
1 Modern 3250 12
2 Modern 5000 20
3 Modern 2500 14
4 Modern 3000 18
5 Old 4000 28
6 Old 1950 30
7 Old 2750 19
8 Old 2800 33
26
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Memorandum BILDING
CORPORATION

To: C. Ling— Specid Projects Accountant Building a brighter future for
the whole community

From: Bob de Bilder — Manager — Property Projects

Subject: Livinggtone Primary School Project — Amendments and Timetable

Date: 22 November 2002

At my reguest, Hinge and Brackett has indicated which of the activities of the Livingstone
Primary School contract it is possble to accderate by deploying extra saff and/or
working overtime.  Some activities cannot be accdlerated. | have dlocated letters A-Pto
the activities. Note that activities A (newt rdocation), B (archeeological dig) and C (soil
decontamination) are not part of the Hinge and Brackett contract, but are part of the whole
project. Unfortunately, these three activities must be undertaken consecutively and Hinge
and Brackett cannot begin work until the soil decontamination is fully completed.

As | indicated previoudy, trying to meet the mid-July deedline could be very codly. The
accelerated (crash) codts ae shown in the table beow. Hinge and Brackeit intends to
accderate only those activities that we specify, h which case, the higher scale of charges
would be applied to those sdected activities only. These crash cods include the CLIPS
Board recommended efficiency improvements. They represent the totd projected cost of
the activity on an accelerated basis, nat additional cogt to the cost on anormd besis.

Activity Accelerated Basis
Duration Cost
(Weeks) £
D. Ground preparation Cannot accelerate N/A
E. Services 3 75,00C
F. Foundations 3 112,00
G. Main structure 17 781,00C
H. Ancillary stucture 10 387,000
I. Plumbing 6 105,00C
J. Electrical 9 118,00C
K. Heating 8 84,00(
L. Plastering 4 56,00(
M. Decoration 4 56,00(
N. Fitting out/Snagging 4 119,00C
O. Car park 4 75,00C
P. Playing field 26 72,00(C
Total 98 2,040,000
Some further points about the project:

Note that the durations and codts for accderated activities are not divisble, so for
example the hegting activity will teke either 10 or 8 weeks — it cannot be done in 9
weeks for an extra£7,000.

No other activity can be started until ground preparation is completed.

Theresfter, work can begin on the playing fidd, inddlaion of services and laying
the foundations.
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By careful planning, it should be possible to inddl the services at the same time as
laying the foundations but work on the main dructure cannot dart until both the
ingtdlation of services and laying the foundations are completed.

The car park cannot be started until the services are ingtalled.

The main structure must be completed before remaining activities can begin.

Plumbing must be completed before the heeting system can be ingtdled.

Also, dectrica work must be completed before plastering can Sart.

By working from room to room, it will be possble to erect the ancillary Structures
whilgt plumbing, dectricd, heating and plastering work are proceeding.

Decoration cannot begin until the heating sysem has been inddled, plagtering is
finished and erection of ancillary structures is completed.

Fitting out cannot start until decoration is completed.

The car pak and playing fidds mugst be ready by the time the fitting out is
complete for us to accept the school and hand it over to the Education Directorate.

You will appreciate that there are 72 weeks between the earliet start date (beginning of
March 2003) and the deadline (mid-July 2004). Persondly, | don't see how we can
achieve this dl we can do is to reduce the dippage, but only a an unacceptably high cost.
Those newts have alot to answer forl

Bob de Bil der
Manager — Property Projects
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M emorandum BILDING
. ; ; : CORPORATION
To: C.Li ng-— SDGCId Projects Accountant Building a brighter future for
the whole community
From: Dougd Glazing - Head of Property
Subject: Estates Section Expenditure
Date: 26 November 2002

You asked for some information about how costs might be affected by changes in the sze
and activities of the Estates Section. My thoughts are:

Employee, transport and supplies cogts are largdy fixed and would only change if

the whole of a team were outsourced, in which case these costs would fdl to zero
(including the cogts of the clericd officer);

The costs of the Adminigrator would remain unchanged urless the whole section

were outsourced in which case the cost would dissppear (the post-holder could be
redeployed to a vacant post within the Corporation without the need for
redundancy costs);

The costs of the Section Manager would not change even if the whole section were
outsourced; the pog-holder would not be transferred, but would act as the
Corpordtion’'s dient officer, and the cos to the Corporation wald reman the
same;

There would be no redundancy costs: teams would be transferred to the outsourcer
under protection of employment legidation;

The Adminigrative Buildings Recharge (ABR) is patidly fixed, in thet it would
only fdl if a whole team were to be removed.  Each professond team costs
£5,000 in ABR, plus £1,000 fa the Section Manager: his cost would not change if
the whole |ot were to be outsourced

For the purposes of your cdculations you should assume thet the Adminidration
Team incurs no additiond ABR. The dericd officers use the space dlocated to
their professond team and the Adminidrator shares space with the Section
Manager;

Any reduction in the ABR would represent a red saving to the Corporation,
because the gpace released could be used by other employees currently in rented
accommodation.

cﬁoujaf E’fazinj
Head of Property
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BILDING CORPORATION EMAIL 9.06  27/11/2002
CONFIDENTIAL
To:  Wynne Doe — Assigtant Director of Finance — Accountancy

From: Theo D. Lyte — Assistant Director of Education (Resources)

We need your help. Asyou know, our Directorate is under considerable pressure
financially. We are being blamed quite unfairly for poor financial control. Quite
frankly, we have not been allocated enough funding, either in terms of capital or
revenue, to provide adequate facilities for the rising school population. It is the
children who are suffering. Surely we can find some way to help them.

Wehoped to make a saving of at least £150,000 against the £2.5 million set aside for

theLivingstone Primary School project, and wereally wanted to usethe £150,000 to
fund the building of a new classroom at Dampcor se Primary School. 30 children are
being taught in a draughty, leaky portacabin because the existing building is too
small. There are complaints of bronchitis, asthma and sinusitis being caused by

these conditions. How can we accept the Corporation’sfailureto meet the needs of

these children like this?

Theshortage of capital resour cesmeansthat we need your help to help thechildren.
If we can get the cost of Livingstone Primary School charged to the Education
Directorate down below £2,350,000 then we could have the new classroom built at
Dampcorse, and the children would be the winners. Children matter more than
newts or abstruse accounting rules that nobody apart from the number crunchers
can understand. What | understand is that children are suffering because the
system won’t find the money to provide proper facilities.

Could we treat the extra costs for newts, Romans and toxic chemical soil
contamination as unforeseen events, and charge them against what seemsto me an
unnecessary and excessive heading of Contingency in the Livingstone Primary
School costings? | don’t see why the Education Directorate should be hit with a
huge charge for environmental costs for dealing with issues that are nothing to do
with education. If these costs were paid for by the contingency, this would
presumably also save some of the 10% surchargefor professional fees. Remember
that the Education Directorate isnot responsible for causing any of these problems.

I f these costs cannot be paid for by contingency, surely the costs should betaken asa
central charge. Alternatively, can these costs to be charged to Economic
Development? After all, most of these extra costs have only arisen becausethey
forced usto agreeto build Livingstone Primary School on a brownfield site.

Your help would really be appreciated, and it would allow our Directorate to meet
our obligations to provide the children with the facilities that they deserve. | am
surethat | can count on you to be creative and help me put the children first.

We need to respond to this, but as | am goi ng on

holiday today | shan’t have time. Please pass this e-
mail to C. Ling. These issues can be addressed as part
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of the Livingstone Primary School report that C. Ling
is drafting for me. WD.

BildingCorporationv4.2



