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PRIME MINISTER

REPORT OF THE INTERDEPARTMENTAL COMMITTEE ON PROPERTY
REPAYMENT SERVICE

You have now agreed the future of the BESA in broad terms, (MOD
have still to sort out one or two points billaterally with the

P3A).

The Interdepartmental Committee on Property Repayment Service

has now reported with its proposals for improving and
extending the existing PRS system. Sir Robert Armstrong's
covering note is at Flag A and the Report (which you do not

need to lock at, except for the first few pages) at Flag B.

It recommends that most departments should take on increased
e ————

e

dlrect respﬂnSLblllty fcr works up to £5,000, though those not
wzshlnq to do so will be able to negotiate with the PSA to

remain on the existing system: experiments will be held tn see

whether Departments who wish teo go further should be allowed
to do so. Sir Robert endorses the report's conclusions and
seecks the Prime Minister's aqreement to them. They were of

course foreshadowed in his report on the future of the PSA.
Particular points to note:

(i) the new regime will give departments more choice
about how to arrange thexr rézgzimnshlp ;IEQHEE;
PSAj
Permanent Secretaries believe that if departments

take on more respansibility themselves, there may

be some net staff increases required, but they
T e —

believe this in the end shuuld produce lmpraved

value for money,
e

Lpprove the report and agree that its conclusions be
implemented (they are summarised at paragraph 11 - see
Flag B)?

Mem AdkaLan '
MARK ADDISON L PP/(

20 March 1986
SL2AGD




rRef. ADBB/BLO

FPRIME MINISTER

Report of the Interdepartmental Committee on

Property Repayment Service (PHS)

As you are aware, the PSA are now tackling a number of
problems affecting the management and control of the Government
gstate. Proposals for improving and extending the existing PRS
system, by which Departments pay PSA for the property they
occupy on the Government's civil estate, are set out in the
attached report. Permanent Secretaries have discussed the
proposals and we are agreed that they will improve the balance
of the relationship between PSA and its PRS clients, They will
allow Departments a greater control over their own
accommodation, while retaining PSA's central responsibility for
strategic estate management. I should be grateful for your
approval of the report and your agreement to implementation.

2 The Committee's conclusions are set out in paragraph 11 of
the opening summary of the report., Most Departments would take

on 1ncreased direct respon51b111ty for works up to £5, ﬂﬂﬂ and

= ——
e

all 15555551 decorations, together with greater financial

e S ca——
control over certain new warks through commissioning PSA on

repayment terms. Thease arrangements are based on the SEchTﬂry
of E;;E;“fur the Environment's proposals of last year. It will
be open to Departments not wishing to take on additional
responsibilities to negotiate with PSA to stay on the existing
system. A few Departments, for whom accommodation is a major
component in their big operational tasks (like DHSS and the
Department of Employment) would prefer to go further than these
proposals and experiments will be held to test the feasibility

of a substantially greater degree of untying from FPSA,.

PSAAAN




T The Interdepartmental Committee that prepared the report is
now undertaking further work on the funding of major new works
and on the system of paying for work retained by PSAa. It will
report to Permanent Secretaries again on these matters by the
end of March so that, if appropriate, changes can be made in the
1986 Public Expenditure Survey. It will alsc monitor the
experiments in untying over the next two years and the working
of the new system from April 1987. It will carry out a further
review of PRS in 1988 in the light of progress achieved and
experience gained. This will allow both PSA and Departments to
concentrate on making a success of the current proposals before

undertaking further major review.

4. The proposals have financial and staffing implications for
Departments and for PSA. Departments will have to meet the
costas of their new responsibilities within their general budgets
and manpower and running cost targets, and the PRS accommodation
charges made by PSA will be reduced to reflect the transfer of
responsibility. Some manpower provision will also be
transferred from PSA to Departments. Some Departments will have
to consider whether they can take on the additional
responsibilities because of difficulty in making the necessary
finance and manpower available from their mainstream activities
even after reallocation of resources from PSA. You will already
be aware from recent Ministerial correspondence that several
Ministers regard the provision in PES for the maintenance of the
Government estate as seriously inadequate; and the transfer of

responsibility now proposed could reinforce their views.

Departments also feel that there is a trade-off between manpower

numbars and value for money. The general view of Permanent
Secretaries is that it may well be necessary to assign more
staff resources to this work than will, in aggregate, be
transferred te them from PSA but that provided this can be done
the further devolution of responsibilites should produce a net

improvement in value for money,




L 1 am copying this minute to all members of Cabinet and
Ministers in charge of Departments. Copies of this minute also
go to all Permanent Secretaries and Permanent Heads of small

Departments, who have already received copies of the report.

KQ oA A l-umsfmf]

ROBERT ARMSTRONG

12 March 1986

PSAAAN




.“:I-’.E-‘.‘]H'i' OF THE INTERDEPARTMENTAL COMMITTEE ON FR3

SUMMARY OF THE REFORT

1. PHS (Property Repayment Services) is a system for charging departments for the
property they occupy on the Civil estate. It is also a means of clarifying the
reapeative responsibilities of the PSA as estate manager and departments as
authoritles accountable for their own operations, Our report is about the syastem;
it i5 also about the relationship between PSA and departments.

2.  Our conelusions and recommendations are listed in full in section 14, The
supporting analysis is set ocut in sectlons b to & . A companion report by ocur sub-
group on information requirementsz has been clrculated separately to Principal
Establishment Officers. The principal points from that report are contained here,

3. PHS started with Lord Aayner's view that departments needed to have the cost of
their acecmmodation brought home to them by a simple system of regharging, =0 that
some of Gthe resource consegquences of operational decisions would  be readily
apparent. What , has emarged to date is far from =simple. However, the [friction
which exists at present and which was NIgnITEmnted in cthne MDR is only in part due Lo
the elaborate accounting rules, delegations and procedures which were devised to
give practical effect to the original concept, although these have certainly made
it more apparent. The strains and stresses within the syatem are to a large
measure attributable to differing perceptions of what responsibilities departments
should have in respect of accommodation under the Financial Management Initiative
on the one hand, and on the other hand the traditional role of FPSA a3 central
manager of the eivil estate and as the primary =ource within government of
professional and technical expertise on Wworks services, This basic problem has
been exacerbated by shortapges of funds and resources Which have made it more
diflicull for PSA Lo adjusl to a new eolabiconship Wwith iks alienla, and have led o

increaging Frustration on Lhe part ol deparbmenls.

. Were the problems of funding (5ee Section 11 of our report) to be resolved the
question of the relative responsibilities of the PSA and departments might be
disgulsed but would remain to be sebtled. This report recognises the wide spectrum
of views within the Committee as to Lthe best balance, but offers a practical way
forward,

finalysis of the relationship between PSA and departments

i The key issues concern the extent to which financial apd functional
responsibilities are to be shared with departments. Three diffsrent arrangements
aan be illustrated in terms of the isauea reviewed In section 8 of the report,
depending on where the decision to spend 1is made and on whether PSA or the
department ordera the work.

(a) departments pay the charge, but responsibility for initiating work

remajns with PSA. PSA contrels expn:r.:iltur-c-'and determines the priorities on
melntenance and ned works, leaving departments to pay a pro rata share of

PSA'S estimated aggregate expenditure on the estate @S a whole. e

This serves the purpose of registering accommodation costs - the original
intention of PRS. The purest form of this is the opportunity cost rent (which
we dizcuss in 8.2 of our report). The "club subscription™ for works servides
gives departments only a generalised cost signal, but not necessarily an
accurate one in relation to perticular buildings. It leaves unanawered the
issues of what information departments should be given about P3A's actual
expenditure on their occupations and what their involvement should be in the




-

plagning of the expenditure (see section 8.2 on the elub subseription and B.9
for our proposals on joint planning and liaison). This arrangement raises in
its most acute Form the question of departments' responsibility to control ,
rescurces needed to discharge their operaticnal work, while preserving PEA'S
role as estate manager.

{b) departments decide to commission the work., But PSA retains the task af
deaigning and exeecuting the work,; and charges departmenta the expenditure it
has actually incurred.

nCommissianing the work means that departments have direct financlal

responsibility but they are still able to benefit from PSA's professional and

tachnical expertise and PSA is able te ensure through its advice to them that
the structural integrity of the property is safeguarded and generally to carry
out 1ts responsibilities as the property manager. It is necessary 10 define
which works should be thus commisaicned and which retained under P34 controls
and to settle disputes over timing and priority when PSA does not appear to be
able to meet departments' requirements., We deal with this more fully in 8.6.

{z)" departments operate under full delegation; they decide to initiate work,
and order the work direct; they pay for what is done.

Full delegation or untying means that departments not only pay for Dut are
themselves responsible for specifying and executing the work without PSA as an
intermediary. It leaves & reaidual need to 1liaise with PSA on estate
management matters without indicating either the form or substance of such
contact. It thus ralses in reverse form the acute problem referred to in (a)
above, In our view this approach La constrained by the practical issue of how
far this can be taken for implementation in 1987, taking account of the
financial and manpower implications particularly for smaller departments. The
present system already has full delegation for works under £1,000. We lock at
the adequacy of this limit in 8.3 and deal with the scope for full delegation
on internal decorations in 8.5, Untying could go mueh flurther than this.
More radieal propositions and experiments to Leat their effects are outlined
in 9.4,

Fractical options

6. We have proposed three options for the future of PRE that broadly speaking
praflect the analysis sketched in the previous section. The options have been
labelled "traditional"”, "standard™ and "radical"™; in the last case we have not felt
able to proceed beyond recommendations to undertake empirical study in order teo
g@stablish the feasibility of the option.

T. We consider that the propcsals we have put forward aa the standard option for
implementation in 1987 would represent a better balance of responsibilities between
P38 and clients than the present system. Increasing the minor works delegation to
£5,000 will give departments more scope for dealing direct with day to day works
expenditure in their offices. The proposals for commissioning from FSA certain
minor new works above E5,000 will give departmenta financial responsibility feor
their most common operational needs, and the proposed safety valve will allow them
te go through comsultants or direct to contractors in those caszes where it can be
elearly shown that PSA cannot meet their requirementa. The delegation of internal
decoration will give departments the opportunity to take direct responsibility for
the look of their offices = and office environment can be an important facter in
staff morala.

g, Some caution is needed. Though we judge that the skandard option should be
within the capacity of most departments, we recognise that some may have difficulty




in coping wikth the significant extra responsibilities involved, and khat there iz a
need to weigh carefully the financial and manpower implications. We recommend that
departments wanting to remain on the traditional option should open discussions
With PSA whe should report back to IDC on the outcome by end March 1986, We do
however draw attention to the problems which could arise for PSA and c¢lient
departments in opérating different syatemz unless the exceptions to the standard
option are relatively few and aa far as possible restricted to smaller departments
with only a limited degree of joint ocacupation on the estate.

9. Through the proposed experimenta on the radical option DHSS and DE will be
exploring the feasibility of taking on a large measure of the technical works
services which PSA at present provide. Our proposals for a new formal system of
joint planning and Iialson and for a better flow of information between PF3A and
elient departments should ease the operation of FRS at local level and help to
snaure & more concerted joint effort to tackle common problems, and make the most
cost effective use of limited resources. Our suggestions in seotion 12 for
menitoring the effect of our proposals will enable PSA and departments alike to
form a more aobjective view of the impact of PR3. The aocbion plan in section 13
should help to ensure a smooth lead in to implementation in 1987.

10, The resultas of the experiments on the radiecal cpticn will be available in the
aourse of 19088 and by that time departments generally Wwill have had sufficlient
experience of the standard option for a judgement to be made on whether further
development in PRS is justified. We recommend that this Committee should remain in
existence to oversee the implementation of our proposals and to deal with any
further issues which may subsequently arise. We do not rule out the possibility of
gome_ further development of PR3 over the interval to 1988, but we feel strongly
that there is now A need for a period of relative stability and consclidation and
th3L I our proposals are accepbted there should be no further major review on this
scale until 1984.

Conclusionsa

11. Permanent Secretaries are lnvited to consider the report, nobing in particular
section 10 on application of the options and section 11 on fimancial and manpower
effects, and to endorse generally the conclusions and recommendations summarised in
section 14. The main propoaitions to be considered are as follows:-

a. that the immediate opticns are a traditional option (representing the
existing system of PRS) and a standard option (comprising an extended minor
work delegation of up to £5,000 per Jjob, full delegation on internal
decoration, departments commissioning PSA on repayment terms for minor new
works as defined in Annex 5, and safety valve arpangements as set out in Annex
6 for those minor mew works up to a £25,000 per job limit); (9.2.1)(%.3.1)

b, that as far as practicable there should be a general move by departments
ontc the standard option commencing 1 April 1987, although we reccgnize that
aome will need to remain on the traditional option; (10.5.3)

¢. that those departments intending to stay on the traditional option should
aeek to reach agreement that they should do so; that P3A should report back to
the IDC by end March 1986 on the cutcome of the negotiations; and that if need
be the IDC should thereupon report back to Permanent Secretaries on any
putstanding issues; (10.5.3)

d. that experiments to test the scope and practical implicaticons of a radical
option (removing the technical exclusions and untying, departments for
maintenance up to £100,000 per job, and for all minor new works - up to

£150,000) should proceed under the monitoring arrangements proposed in section
—— | e o SRR - ISR M e e




g.4.6 to 9.4.12 of the repori; and that the radical opticn be further reviewed
once the experiments have concluded (end Mareh 1588) and the results have been
ansessed; (9.4.12)

a. that once PSA has made available the [igures for actual expenditure on
dapartments' cccupations the IDC should consider a further paper on the system
«f charging for @Lnor new works and maintenance retalned by PSA ({the eclub
subsapription); (8.3.20)

f, that the IDC should prepare & further report to Permanent Secretaries, by
ng later than end March 1986, on the arrangements for funding major new Jorksj
':"5.'|'1,L'.l

E. that the IDC should remain in being to oversee implementation of Lhe
pecommendations in this report and to deal with any other issues on PRS of
general concern to departments which may be peferred to them; ({paragraph 10
above)

that the action plan =et oubt in saction 13 should be endorsed; s o T B

that there should be a further major review of FRS in 1988 in the light of
ne experiments on the radical option and of experience with the standard and
.raditional options (paragraph 10 above).
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L THE 1DC - COMPOSITION AND TERMS OF REFERENCE

History of tha IDC

: i B The IDC was set up at the initiative of the central departments in wpril
1983, It was intended that the Committee would be able to allewviate or resolve any
problems with the new PHS system as they arose, 1t would alse look forward at a
number of issues that needed to be resolved before the final form of FRS could
emerga. The terms of reference of the original committee were:

in oonsider how PRS may be developed and improved and Lo
recommendations"”

1.2 Composition

1.2.1 Tne Committes was chaired by the Principal Finance Officer of PSA

represeéntation from the other cenkral departments = Treaaury and MPO and client
departments. When it was first sebl up only 4 elient departments Wers inwits
represented; Inland Revenue, DH33 and pepartment of Employment because

large regional oOrganisations and MAFF because of its interest in speclalisaed

. Lo Oe

accommodation.
1.2.2 Saveral refinements have been made to the PRS system at the recommendation
sf the Cemmittee, ineluding the inerease in the minor works limitc from ES0D to

£1000 in April 1954,

b On 10 July 1985 Permanent Secretaries declded that the IDC should
enlarged to make it more representative and in order Lo consider the r'indings o©
the Multi Departmental Review of Accommodation (MDR) which were eoclovant Lo P
The membership was therefure eipanded Lo inelude the remaining deparlment brwel weu
in the MDR (Environment and Transport, Energy, Trade and Lndustiry ang Lustom
Excise) and two others (Foreign and Commonwealth Office and Ministry of Defence):

Terma of Heference

In order to fulfil the remit from Lhe Fermanenk Secretaries' mesting the

11

-ms of reference of the enlarged IDC were defined &as:

"Ts conalder how PRS should best be developed in Lhe light of the Hultl
o

Departmental Review of Accommodation, Lhe proposals made by the Secretary of
State for the Environment, and the viewa expressed by departments, With 2 View

o

to making recommendations to Ministers [or implementation by 1 April 1087

I fhe purpose of this report is accordingly to set out the Commit

i o

recommendations and the factors which 1t has taken Intec account in

Lnem.
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PRS TO DATE: ORIGTHS AND DEVELOPMENT

3,1 600 Years of Central Control = An Historical Perspective

3.1.1 The systaem of ocentral management of Governmenl buildings nas a Long history.
It pan be traced beck as far as 1378 when John Blake was appointed Clerk of the
King's Works bringing responsibility for the construction of Crown bulldings under
central c¢ontrol for the first time. By the accession of James I ther= was a well
dofined Office of Works largely controlled by the master craftsmen. The permanent
stafl, which 1neluded directly-employed labourers allocated to particular

buildings, did not exceed 40 until the end of the 18th century.

3.17.2 The construction of government offices was placed entirely under Office of
Works control in 1828, after a large scheme put out to a private contractor failea
dizsastrously. In 1881 the Office of MWorks became directly responaible to
Parlliament, with the First Commissloner of Works as 1its political head. The
Commissioners had power to "buy, take or accept any heriditament necessary f[or the
public service and to sell or lease any so taken."™ This power was entirely subject
te Tressury Iinstructions,. After 1851 vresponziblility for maintaining Crown
bulldings passed gradually from departments to the O0ffTice of Works unbtil in 1870 a
Director of Works and Bulldings was a&ppointed to supervise all governoen
buildings. The last department to control its own maintenance = Customs d

- lost that role in 1877 and by 1914 the Office of Works had 800 staff
reaponsible for 3300 buildings.

L

3.1.3 The Flrat and Second World Wars sawW a greal increase in the activitie
the Office of Works, housing Civil Servants and also building hospitals, I
the organisation became the Ministry of Works, which enabled Parlilament to :a
closer control of the allocation of acarce resources during the Wwar years, [
name was again changed in 1962 to the Ministry of Public Building and Works.
1670 1t became a part of the newly-formed Department of the Environment.

3.1 In 1970 Sir Derek hayner (then special advisor Lo the Government) supsested
that "departments®™ be set up for conatructlon and supplies. Various stpdies were
then undertaken into how such an organisation could be set up "to develop
management accountability, to improve efficiency and effectiveness.” From the
conclusions of these roports it was decided to set up a departmental

would deal with both construction and property management, but would ©n

field of poliecy. It would be headed by a Chief Executive as Aecounting

would eome into being on 1 September 1972. The Property Services Agency

palled was to "put to best use the land and bulldings of the Government

3.3 The Origins of PRS

3.5.17 In March 1980 an Inter Departmental Group censisting of representatives of
Treasury, PSA, C3D; and Sir Derek HRayner's Office was set up to enable Sir Derek
Hayner to submit proposals to Ministers on the principle of repayment [For PSA
services. The intention, in line with the Government's general aims for Civil
Service management, was "to glve the Civil Service manager a greater

awareness and responsibility for the overhead cost: he is ipcurrin
administering his programmes and policlea.™

3.3.2 FHRayner's InterDepartmental Group took as thelr objective the formulation
proposals which would meet the following criteria:




to ensure conscliousness in departments of the cozls ol the -.'Jl."n_"'.!lllil'lil-j':"l."l

al
seryices lncurred by them;

b) to provide an incentive for economy and efficiency in the use and control
af accommodation services at the point where the demand arlses;

s} tas ensure effective central management and maintenance of the government
estate and government building programnes,

“t would alse have to meet the criterion that Financisl transactions bDetween
ijepartments should be avelded unless they served important purposes of presentation
ar financial control.

1.3 Raynur [(elt that thers was a need (or payment "to sharpen Lhe sense ol
responsibility"™ Dut recognised the possible co3ts of setbting up and running
repayment systems. He Lherefore suggested that & simpler system than traditional
repayment should be sought., The Inter Departmental Group therefore Iinvestigated
various options ranging from the status quo of allied servigce to full repayment O

aoctuals.

,.3.4 The Group cnose a system of modified repayment which with some development
becane the FAS system. Its main features were:

- =n accommodation charge to include rent, rates, maintenance and minar lew
works above £500, ealeulated on & per sguare metre basizs with different
charges f[or office, storage and specialised accommodation. Average market
rents were applied for office and storage properties with zone and gquality
banding in London

departments te take on responsibility for minor Wworks under £500 subject &=

veohniral exclusions and with PSA retaining regponslibility Tor the buildlng

whiol e
PSA to retain responsibility for estabe management and rationalisation
fuel and utilities to be charged on actuals
supplies =ervices on repayment
urce cosbs to be ineluded in the accommodation charge

Defence and overseas Diplomatic properties were nol included although MJE
and FCO eivil properties would be included

e Rayner reported to the Secretary of State for the Environment that this

A

system would provide an inoentive whilst avoiding the "bureaucratio clutter" that
Jas azssociated with traditional repayment. He agreed with the Group that there
ahould be a constructive dialogue between PSA and departments concentrating on ways
af reducing the estate but not on the detailed make=-up of the accommodation charge.
Rayner was also very much in favour of the common user estate prineiple and that
P3A ahould retain its central estate management role.

3i.3.0 [he Group did not believe that savings in total accommodation costs
resulting from the new system could be quantified but felt that only a amall
percentage saving would be required to cover the cost of setting up the system.

4,4.T Hayner and the Group put forward thelir proposals as a "workable first step”
and included possible future developments in their reports. These included the
possibility of refinements 1o the ayatem of rent charging, the imposition of




penalties on departments blocking estate rabienalisation, bringing the Defence and
Diplomatic estates into 1ine with PRS and also bringing traditicnal repayment
customers into the PRS system, It was also recognised thakt there would be problems
in introducing the asystem and that these would have to be ironed out in the Light
af experience. liayner therelore suggested that a development group be set up Lo
cansider the system's luture.

3.3.B The PRS aystem was introduced in April 1983 wery much as it had
proposed, but without the benefit of a suggested Lrial run in 1982/83. The
meeting of the developmeént group also took place in April 14983,

3.4 The Interdepartmental Committes on PRS

3.8.1 The IDC was set up to fulfil the requirement for & development
Unlike the IDG that had produced the report to Raynmer this Committee in
departmental representatives from ocutside the central departments.

3.4.2 Even before the introduction of PRS various issues had already come Lo Light
that the Committee would need to conaider, in addition to those identified by the
IDG. Theas dincluded: exclusiona from FPRS, charging systems fop vacant
acoomnodation, tha minor works limit and the methed of bllling for f[fuel and
utilities.

3.49.3 It was quickly agreed that the accommodation c¢harge ahould be broken
bullding by building rather than only into PSA Hegiona. Agreament was also gi

tc & change in the system of estimating areas for the accommodation charge;
area ocharged for each [(inandcial year would be the actual area o2Cupled

10 September. During the first 3 quarters of the year a provisional amount wo

be recovered based on the previous year's area of ocg¢upation. In the dth guarter
the balance of the charge due for an agreed area of occupation as at 30 Septes
would be claimed. Both of these changes ware agreed abt the [irst meetbing.
Committes also agreed at an early meating to work todards the use of individually
aszsessed rents and to an increase in the Minor Worka limit. PSA alac pgreed to
gcarry all viable wacant space on 1TSS OWN charge.

3.4.4 The idea of having diffarent minor works regimes fop dirfferant departments
was rejectad as being teco complex and removed from the intended simplicity of the
system. Also rejected was the idea of direct billing for fuel and utilities. The
arguments on the latter point were put forward agaln in 1985 (=ee seatlon ©.B}.
The question of incentives to glve up space was disoussed but no solution was
reached that could overcome the key problem of inability Eo carry savings into the
following year. The future delegation of internal decorabtions was also suggested.

IDC Report in July 1983

IDC report in 1983 recommended various changes for implementation in
They were:

a) a bullding by building breakdown of the accommodation charge;

B) the change from forecast to actual areas as the basis of the accommodation
charge;

a) viable vacant apace to be borne on the PSA charge;
d) Hinor Works 1imit to be raised to E1000;:

@) Minor Works te include grounds maintenance.




T.he2 The report also recommended delegation of responsibility [or 'lTll.F!:",
decorations over £1000 on a repayment basis some time after April 1984 and the
introduction of indlvidually assessed rents In 19685 /686 . It also suggested Lhat
further work should be done Lo prepare for the delegation of intérnal decoratlons
snd on information on fuel and utilities. Hr Gow wrobe to Ministers on 17 August
19683 commending the report.

1.5.4 A seminar for accommodakbion of ficers was held in November 1983 to explain
the proposed changes. Similar seminars had taken place befocre the introduction of
the aystem in April 1983, including one for the Council of Civil Service Unions,and
formed part of the efforts made by PSA, both centrally and in the Hegions, to
impart knowledge of the ayatem before 1L5 introduction. Seminars have alsc been
neld =ubseguently and have given valuable feedback from departments on how the
system could be developed.

.6 Recent Work of the IDC

3.6.1 Following the acceptance ol 1its report the IDC continued to WOrk on 1ESues
ineluding: individually assessed rents and rates, ipcentives to give up 3pace, fuel
and utilities, further delegation of miner waork, and the roles and responsibilities
~f PSA and the issues of passing rent and rates.

3,6.2 On internal decoration 1t was declided that experiments should take place
cefore delegation. The proposal to introduce individually a=ssessed rates was
accepted and it was decided that both should be introduced for 19686/87 rather than
1985/86. tuinguennial reviews for rents were also accepted in principle as was
payment af rates on vacant space.

.3 Given the agreement of Ethe Commitbee to the above changes F3A Lhen turned L
producing a paper setting outb {ts views on the Future development o Fho. Thi
aroposals were discuased initially by the IDC and then pul to Ministers and
Principal Establishment Officers in April 1985. A large number of comments were
received and further points were made when PSA's proposals were discussed at the
papmanent Secretaries' meeting on 10 July. The Permanent 3ecretaries' meeting gave
ths IDC a remit to work up the PSA package and to look further at other optioms.
It alse recommended that the IDC be enlarged to include representatives from a
amall department, from MOD, and from those departments invelved in the Hulti
Departmental Haview of Accommodation who were not already represented. The
considerations and conclusions of the expanded 100 constitute the main bedy of thi
repart.




. FINANCIAL HAMAGEMENT INITIATIVE

.1 The Financial Management Initiative, launched in 1982, orequired each
department Lo develop ayatems in which manager:s al all levels would hove:

- a olear view of their objectives, and means Lo assess, and wnerever possinhle
meacure, outputs or performance in relation to those objectives;

- well-defined responsibility for making the beat use of thelir resources,
including a eritical scrutiny of output and value for money; and

- the information (particularly about costs), the training and the access to
expert advice which they need to exercise thelr rezponsibilities eflectively,

4.2 In response to the FMI, departments have developed and are still developing
budgetary control systems which pake managers accountable for the resources Lney
consume In relation to the results they achieve. Among these rasources 1is
accommodation.

4.3 The Froperty Repayment Services system was develcped independently from the
FMI, but reflects wvery similar thinking about the reguirements of goocd public
asctor management, and the same broad poliey imperatives. IC was designed botr Lo
bring directly home to managers the cost of the accommodation rescurce, and 1120,
through the minor works delegation, o provide them with & degree of lmmediate
nontrol over expenditure on their accommodation. The extent to which departments
nave so far devolved responsibility for budgeting for accommodation and [or
ordering minor works within their organisakions has varled, But, over B
central accomnodation manager remaing regponsible for Lhe deps

accommodition budget, the introduction of PRS haa exposed Lhe limited

which departments are themzselves in command of the resource, and revesled

clearly than before the tension between PSA's responsibilily for central management
of the estate and departments' responsibility for making Lhe Deést use of thelr
resaurces and maximising thelr own operaticnal efficlency. The t=znsicn has Zrown
as departments have developed their own responses to the FUI, and some have
increasingly come to see features of PRS as constraints on their abllity to improve
sacountability and ensure value for money in relation to accommodation.

4.4 fAwareness of this tension has led to conflicts and problems, many of Jhich are
consideraed in the following sections of this report. For example, P3A's central
responsibility for the economic management of the estate may point. to nousing a
department in a Crown building in one location while the department may feel it can
achieve better value for money in terms of its own inputs and outputs LI 1t 1is
houzed in a leased building elsewhere. Again a department may Judie that the
motivation and performance of 4its staff is seriously impaired by shabby
surroundings and demand a redecoration programme from PSA.  But P3A may conclude
that its wvery limited central maintepance funds are better spent on repairing
another department's leaking roof.

4,5 Departments have also found that some aspects of PRS do not lend themszlves
well to incorporation in systems of devolved budgeting for running coats. In
particular, the method of charging for maintenance and minor new works through a
unit rate "olub subscription™ means that in any one year the charge levied cn a
department's holdinga may bear little resemblance to PSA's actual expenditure on
those buildings. And at the level of individual cost outlets in headquarters
buildings the amounts charged are likely to be even more loosely related to the
immediate works regquirements of the units of acecommodation eoncerned. On the obthear
hand, the irregularity and unpredictability of much maintenance work, and Cthe
impos=ibility of carrying over funds [rom one year to the next, lead to extreme




difficultie=s 1in budgeting aepeurately on an annual bagis for expénditure .
individual properties or relatively small groups of properties., It might be argued
that. thesse difficulties can be alleviated either il maintenance budgets are
conkralled eentrally within depactments or i funding is managed centrally for the
gatate 33 a whole,

4.6 The problem is that what may be genuinely the best use of rescurces i judgess
in a departmental context alone may look very different if set againsl the
background of the government estate a3 a whole, and vice versa.

4.7 We do not believe that Ehis tension can be entirely eliminated from the
management of the fovernment's civil accommodation. The main aim must rather be TO
Find ways cof using it ponstructively to improve the quality of management of
ayooommodation, and to ease some of the day-to-day points of friction between PSA
and departments that at present lead to frustration and disagreement on both sides.
Tha creation of such temsion by the FMI is not unique ko the area of accommodation.
Lepartments are finding much Lhe same problems internally in dafining the role of
central finance divisions in relation to poliey and executive divisions. Just as
these problems are having to be resolved by establishing a workable balance between
the centre and line management 30 We believe it is necessary to strike & balance 1n
departments' relationships with P3A on accommodation. The optimal point of balance

il

may be different for different jepartments, and we discuss the implications of Ehis

sections 5% and 10.




HULTI-DEPARTMENT REVIEW OF ACCOMMODATION

5.1 The combination of the launch of the Financial Hanagemcnl tnitiabive
introduction of the Property Repayment Services system led Lo much lnore
responsibilities for accommodation managers 1n departments and for line manags:ss
relation to accommodation. In addition, it exposed the tenslons
departments and FSA described in sections 6 and B, The multi-department revie«s o
accommodaticon therefore set out, using the scrutiny technigque, Lo grxamine the
management of accommodation in departments and what improvemenis were necessary,
together with the way that the efficiency of departmental managem=nt of
acoommodation was affected by the structure of relationships between the Treasury,
FSA and occupying departments.

5.2 The review identified the nesd for departments to improve their planning,
budgeting and information systems for accommodaticon so as Lo allpw more positive
and effective management of an important resource. Line managers need to be mor
aware of their costs and accommodation managers need to be bralned Lo make the
effective use of space and to obtain value for money in the areas of responsibilitcy
delegated to departments. Both line and accommodation managers need clear
responsibilities, 1if they are to be held accountable for thelr use of
acconmodation. Line managers ought to be made accountable through bDudgeting
systems and accommodation managers' performance ocught to be measured and targetsz
for improvement set.

5.3 fis far as departments' relationship with PSA i3 ¢oncerned, the review
recommended a clapification of responsibilities and a greater flow of information
between departments and PSA, so that each 2ide Khows whal Cbo expect from the other
and each side's objectivea are clear. The review alsc suggested certain

developments to the PRS system to extend delegation to departments to allow them
more authority over the resources they consume, while retaining P3A's overall
responsibility for the eclivil estate. The aim is to integrate accommodation more
closely into departments' systems to achieve a elearer link between accommodation
resources consumed and operabticnal performance, in accordance with the princip

of the FML.




6, CENTRAL MANAGEMENT OF THE CIVIL ESTATE

§.1 8ize and Shape of the Estate

B.1.1 As at January 1965 the total area of the civil estate was 10.1 million u”L
of which 6.6 million me was office, 1.6 million m= storage and 1.9 million me
specialised (courts, laboratories ste). There are 47 PRS clients using the civil
estate (excluding PSA itself). At Anmex ! there is a full list of PRS clients with
detsila of the total size of their occcupations, and the percentage these represent
of the civil estate. Of the office estate over U0 ia in multiple-occupation.
some olients (ineluding DHSS and Employment) have between 60% to TO0F of thelr
offices shared with one or moere cther departments.

6.1.2 The asset value of the estate was estimated at Just under £3 billion in
1982, (The largest private sector property company has assets of E1.8 billion).
Of the office estate some 40% is freehold and 60% leasshold. FSA's cubtgoings on
renta and service charges will be some £230 million in 1985/86 and receipts f(rom
disposals are estimated to be £19 million. At February 1985 some 5% of the estate
was held as surplus awalting disposal or allocation. Since March 1980 the size of
the estate has been reduced by 3 overall (by of for office).

PSA's Objectives for the Management of the Estate

2.1 As central manager of the civil estate FSA is required by 1ts Ministers.

a. to provide economically and efficiently for the present and planned Cuf
needs of civil clients within the constraints of PESC and voted expenditure;

b. to hold an estate to meet objective a. and LO di3pose of any surplus
accommodation gquickly and effectively;

a. te paduce the amount of vacant gpace to the minimum consistent wWith
meebing objective a.;

d. ts maintain the value and operational fitness of the estate retained in
accordance with objective b, by timely and economic expenditurs on maintenance
within the constraints of PESC and Voted expenditure;

. to keep outgolngs on the ieased esktate (rental payments and landlords
service charges) to the minimum achievable in negotiation with landlords;

6.2.2 Thus in its Civil Estate Strategy for 1985 /86 the Agency is required inter
alia to meat the follewing targels:

to reduce the office estate by 0.1 million square metres

ko achieve disposals of Eldm

to reduce the proportion of surplus space from 5% to 4%
§.2.3 To meet these targets PSA has three main poliey intruments, all of which
depend heavily on the co-operation of client departments and which must be attuned

o an appreciation of their operaticnal requirements. These are monitoring the use
f spape, estate rationalisation and disposal of surplus space.

L
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6.3 Monitoring the use of space

6.%.1 Hitherto PSA has monitored the civil estate by inspections which sought Lo
ascertain exeess of space over the centrally agreed space standards. The Mulbi=
Departmental Review of Accommodation has recommended that this function should in
future be discharged by departmants themselves conducking regular audits of Lhe
space they ocaupy.

6.3.2 Following consideration by the Information Requirements Sub-Group of the
IDC, guidance on the conduct of occupancy audits was lssued by PSA to Principal
Establishment Officers on 11 October 1385,

6.4 Estate Hationalisation

6.4.1 ESA conducts a programme of town reviews which look at all properties on Lhé
oivil estate witnin a given area, assesa the costs in use, the amounts and locatlan
of wacant space, requests for new gequisition or hiripes, kndwn operational
requirements, and opportunities for surrendering or renegobtlabing laasEs.
Opportunities for ratlonalisation are {dentified, costed and their feasibility
di=cussed with clients. A& speclal allocation of funds {provisionally some EO.5i in
1085 /86) ls made for the costs of the moat economic sohemes with a pay back period
of 5 years or less. More tailor-made schemes oan also be devised in collaberation
with clienta such as Inland Revenue who have large operational estatés in need of
raview and rationalisation. Under the proposals for the development of FV5,
improved joint planning and liaison (see B.9) will require mare informed discussion
Wwith all the client departments concerned.

f.4,2 Hationalisation will coften be Lhe most gost-eflfective means of dealing with
surplus space by enauring that departmental occupations are concentrated on
smaller number of holdings which are both apt to operational requirements
economic in uwse. In this way PSA can maximise the potential yield from disposal
whole markatable unitz or achieve the maximum savings by surrendering unwanted
leases. A good example of what can be achieved i3 the London Headquarters Estates
Strategy which has already achieved eapital receipts from disposals of £ldm and
predloted ourrent savings of £36m pa by 1986 . Outside London similar estate
rationalisation sehemes are in hand. For example, a3 a result of bthe relocation ol
an Inland Revenue Office and DHSS office (total cost £210,000) P3A was aule Lo
terminate the lease of Teesdale House, Middlesborough on 31 Mareh. This

the estate by 2,149m? and produced savings in rent and outgoinags of E97,000 pa.

6.5 Diasposal of surplus space

£.5.1 PSA's procedures for securing the disposal of surplus space are Lhe subjec

of a separate Rayner Scrutiny (the terms of reference for which are at Annex 2) and
have not been examined by the Committee. We have however considered the criteria
for judging whether vacant space can be accepted as viable (see 8,11).

6.6 Land Holding Powers and Legal Responsibilities

£.6.1 We have described the historical development of PSA's central management of
the estate in 3.1. Legal title to the civil estate is now yested specifieally in
the Seecretary of State for the Environment, All leases and legal liabilities to
landlords etc entered into by the PSA are expressed in his name, and when cother
departments act to discharge thelr delegated maintenance lunctions they can only 20
so as his agent since under the legal doctrine of privity of contract all the
rights, responsibilities and obligations under leases attach =solely to the
Sesratary of State and he alone is anawerable for any default, Other departments
have land-holding powers for specific operational purposes - a list of these known
to PSA is at Annex 3. Transfer of title might in theory be achieved by amendment




af the relevant Order in Council defining the functions of the Seqretary of :".*._a,
under the Commissioners of Works AcLS. It would not however be posaible for more
tnan one Secretary of State to exercise functions in reapect of the same lease.

n,8.2 The procedures for tranaferring property between one governmenl deparkmen!
and ancther were examined in detail by an interdepartmental working party in 19340,
{The Working Party on Governmentl Land Holdings). Their baslc econclusion Was that
the 1legal and administrative gosts, and the lack 1in 23 number of ocases of
appropriate land-holding powers militated against transfer of title, and that
sdministrative transfers of sole occcupakions would have the same practical eflect
and would generally be preferable. This 1s the policy PSA has followed in 1ts
ralationships with its traditional repayment elients. Other than the initial "free
tpansfers" of sole occupations when the procedures were [irst set up in the early
Toas very [Cew administrative transfers have however been auccessfully conducted im
recent years, im part because of the Treasury requirement that such transfers
should be at current market value, and in part because of the reluctance of some
repaysent clients to agree to formal and binding agreements with PSA.

6.3 There are advantages in coping with machinery of government changes 1if the
title of the property does not have to be transferred when departments are merged
or new ones created.

A.6.0 Wa do not recommend any change in the pressnt legal responsibilities for the

~iwil estate, but note that further consideration would need to be given to the
legal and administrative implications should such a proposition be canvassed.

.7 Central ianagement

BTl central management of the estate will be a key [actor in securing Lhe
astimated £50m space savings by 1988 identified by the HDH. [t should also give

F54 more flexiblility to reapond Lo changes in departmental needs,

H.T.? MWithout central management the objectives set for the civil estate, S8t ouk
in 6.2.1 would net readlily be achievable. The extent of multi-cccupation on tlie
sgtate is sueh that departmental occupations could not within the foreseeable
future be disentangled except over time @as leases fall in, and the financial
disadvantages in terms of the space left surplus as departments withdrew from Joint
secupations would be very difficult to justify. It would be equally difficult to
justify a situation where government departments were in effect bidding against
each other for scarce aoffice space, particularly in Central London.,

6.7.3 It is noticeable that those peivate sector organisations which maintaln an
operational estate geneprally keep tight central control over itz management With
only modeat delegation Lo thelr operating centres. As the MDA noted, government
has developed the concept of delegation on matters of accommodation tc a grealter
extent than the private sector, although the analogy is not precise as there is
nothing in the private sector that resembles the government estate in size and
diversity. It has alsc been argued that parallels might be drawn in some respedts
betwean the occupations of a single department such as DH3S and thosze of a large
gompany like ICI.

b.T.4 The general view of the Committee 13 that it would not be financially
prudent at this stage to contemplate delegation proceeding to the polnt where P3R'S
ghility to continue to pxerpise its central estate mapnagement functions was called
into question. However, some departments, and in particular DHES, think there nay
he benefits to be obtained from untying which could putweigh these considerations
fazee 9.4.2 For their views on the radiecal option).




..E Potential Conflict

6.5.1 There is however potentially a conflict belween PSA's role as central
manager and departments' pursuit of their operational priorities and their
implementation of the FMI. It will for example sometimes be preferable in P5A's
view for a department wanting new accommodation to accept vacant space on tha
existing estate. It is inevitable however that what 15 available on the estate
will not always be sultable and a department may have good operational reasons for
wishing to be located elsewhere by a new hiring. We do not consider that potential
asonflicts can always be prevented. If Lhere are genuine differences of view then
We consider that the first step to resolution should be to identify as far as
passible all the relevant costs and benefits, both to PSA and to the client
department, in a properly sonducted investment appraisal as recommended in the MDR
i department which chose Lo pursue an option which clearly could not be justified
on the basis of the investment appraisal would need to put its case to Treasury and
its Accounting Officer would alzs have to consider carefully how to justify the
expenditure. By the same token FSA could not reasonably insist on an estate
management solution which was patently uneconomic when the department's costs were
taken into acecount, The need for an appraisal should not powever become an excuse
for delaying a decision.

6.8.2 There are however also more baalc problems of understanding and
communication which have in the past exacerbated relationships between P5A and 1t5
clients., whilst there should always be scope for genuine differences of view
greater co-operation is essential if progress is to be made and we consider that
working relationships would be greatly improved by a clearer understanding of each
party's roles and responsibilities (see section T) and by the new system of joint
planning and liaison which we recommend {see B8.9). This will require a greater
openness and understanding of departments' needs by PSA, and better esmmunication
by departments of ktheir operational priorities. The view has alsc been gxpressed
that Treasury should display greater understanding of departments' operational
requirements In considering averall levels of [funding for accommodation, We
discusa the problems of funding in more detail in 11.7T below.

6.9.1 A= to the implementation by departments of the FMI, we do not consider that
PSA's central estate management role, which we have assumed will continue, need be
regarded as a constraint to the fuprther development of delegations to departments
providing that a reasonable balance is preserved between PSA's role and that af ita
client departments. In our view the proposals for the further development of PRS
contained in this report will meet this cendition.




THE PHESEHT PRS S EM: ROLES ANMD RESPONSIBILITIES
Introduction

i | 'n order bo consider the practical impliecations of any proposals for the
further aevelopment of PRS it is rirst neceasary to eatablish clearly how the
present sSyatem operates in detalil. This section accordingly sets out the
respective roles and responsibilities “of PSA and of departmenta occupying
asaommodation on the civil estate under the pressnt PR3 arrangementsa.

Ma I The Committec has also noted the importance for the efficient and economical
oparation of the Government estate of ensuring that PSA and departments have a
clear understanding of each other's functions, so that they can each fulfil thelr
own roles in the management of acommodation and know what to axpeet of the other,
We therefore recommend that by end March 1986 PSA should issue a statement of roles
and respongibilities along these lines, amended to take account of whatever changes
to the system are agreed, to all departmental Accommodation Hanagers and airculate
it widely within FSA.

7.2 Delfinition of Objectives

7.2,1 The Secrecary of State for the Envircnment is reaponaible and accountable 1o
Parliament for both Crown freshold and leasshold buildings on Lhe civil estale.
Pen acts on hls behalf in the care and management of bolh freshold and leasehold
propertiesa. The Agency's principal policy objectives for the civil estate are as

stated in 6,2 above,

Tigtiid Client departments undoubtedly have Gthelr own formulations of their
obisotives for the management of the civil accommodation they ocoupy. These will
be ancillary bo the departments® aims and objectives for the conduct of their main
businesses, It ias likely, however, that they will include something like the

following:—

aultable locations, with due regard to economy and to the appropriate space
standards;

i to ensure that all staflf and [unctiona are adequately gooommodated Ln

£5 to consider means of reducing the amount of surplus space held by the
department, and to prepare plans reflecting the department's likely future
gooommodation neada;

iii, to carry out delegated mimor new works and maintenance efficiently and
mconomically, within the constraints of PESC and Voted expenditure.

7.4 Definition of Hespeobiw Reasponaibilitle:

7.3.1 It is evident that the cbjectives of both clients and PSA for the management
of the estate are only capable of achievement through c<¢lése co-operalion and
lisison and an adequate flow of information in both directions. The primary aim
poth for departments and for PSA must be to achieve the maximum value for money for
the tax-payer In accommodating the functicna of Government, which requires a
careful balancing of ecosts, benefits and priorities. Because of this shared aim,
there is no alngle analogy from the private sector which adequately reflects the
prelationship between PSA and its clients. The apparent resemblance to a commercial
landlord/tenant relationship is misleading because of:

= P3A's monopoly position as the Government's provider of accommodation




. - the common objective of economising on the size and balance of the estate,
which prevents PSA from behaving like a commercial properbty company

- the constraints on publie expenditure, which must take precedence over
mutual agreements between the two parties on levels of service,

Another apparent analogy is with the relationship between 4 private property
management agency and its elients. However, this 1s similarly not & true
comparison because PSA has its own responsiblities and objectives for the estate
and discharges many functions (such aa the payment of rent and the appraisal of
optlons for mesting ned requirements) which in the normal agency relaticnship would
ba exercised by the client.

7.3.2 A= no ready-made models can be relied en, it is necessary to define each
aspest of the unigue relationship between FP3SA and departments, The following
seotions seek to do so in general terms for a number of activities with which
departmental accommodation managers are likely to be invelved. More precise and
detailed guidance is available from other sources =such as the Accommodation
Officers' Guide and the Minor Works handbook.

T.4 PRS Accommodation Charge

7.4,1 Departments are required to pay an Accommodation Charge for all space Lhey
ocoupy akbk 30 September of each year, whether leasehold or f(reehold, and are
responalble for ensuring that they take adequate provision to meet these charges.
They are alac reaponaible for checking that the area of occupation on which the
Accommodaticon Charge ia caleulated has been agreed with PEA.

T.4,2 PSA s responsible for maintaining and agreeing with departments an up to
date record of areas of occupaticn, and for calculating and notifying to
departments tneir annual Accommodation Charge. This comprises 3 elements:-

i. a rental element, reflecting the current market value of the
accommodation and hence the opportunity cost to the Exchegquer of Gthe
department's continuing occupation. This is charged for both leasehold and
fruehold buildings, and in the case of leaaehold property inevitably differs
from the historic passing rent paid by PSA to the landlord. The PR3 rent is
assessed (and re-assesased at S-yearly intervals) by the local PSA estate
surveyor, but departments may gquestion an assessment 1f they have clear
evidence of error, and ultimately raise the matter with the Chiel Estate
Surveyor iI[ neceasary.

ii. a maintenance charge, calculated on a unit rate basis, through whiah P3A
recovers the coat of the maintenance and minor new worka it carries cut on the
gatate (an additional charge is made where uwork costing under £1000, ctherwise
delegated to departmentsa, is carried out by P3A Directly Employed Labour) .
These charges apportion FSA expenditure in relation to areas of oecupation,
rather than in relation to the sctual costs incurred on particular properties.
Properties are classified as office, storage or specialised, according bo
their predominant use, and different unit rates are charged for each category.

iii. an aaministration charge, levied on & percentage basis on the maintenance
element of the Accommodation Charge, through which PSA recovers the proportion
of Lts overheads assoclated with thia work.

In addition, F3A collects departments' c¢ontributions in lieu of rates on behalfl of
the Rating of Government Property Department, together with an administration
charge levied by RGPD on a percentage basis.




f.5 Worka Services .

7.5.1 These consist of major new works (over £150,000), minor new Wworks (up to
£150,000) and maintenance. The respective responsibilities of departments and FSA
in relation to these are described in the next two paragraphs.

7.5.2 Departaents, exgapt in those buildings serviced by PSA DEL, are responaible
for funding and carrying out:-

e maintenance works coating not more than £1000 (inclusive of VAT ),
excluding work which is the responaibility of others (eg landlords, local
authorities, statutory undertakers, Crown Suppliers) or work which requires
PSA's apecial expertise (in particular the maintenance of mechanical and
glectrical equipment, and work on items indicatlive of structural failure),
More precise guidance on excluded work is to be found in the Minor Works
handbook,

ii. minor new works costing not more than E1000 (inelusive of VAT), provided
that PSA has confirmed in advance that the proposed work is technically
feasible, that any necessary statutory or landlord's approval bas been
cbtained, and whether or not PSA's technical oversight (eg certification of
compliance with Building Regulations) is required.

141, maintenance and minor new works, under the above delegations, in the
common areas [(ineluding roofs, and fixtures such as down pipes) of bulldings
af which they are the major occupler;

iv. the provision and maintenance of approved supplementary heating, subject
to advice from PSA on electrical safety.

7.5.1 PSA is responsible for:

L carrying out all major new works on Lthe civil estate in response Lo
departments' requirements. This involves the planning and design of
individual projeckts, which is done both in-house and through consultants, Lhe
letting and supervision of contraets, and the management of overall programmes
of work. The office programme 1is fipnanced from FEA's own PE3, while PES
provision for work on specialised buildings such a=s courts, prisons and
gpecial hospitals is found by the client department and transferred to P3A'Ss
Works Vote. In some cases departments also provide PES cover for the cost of
non-specialised new works, where PF3A does not have the funds to meet an urgent
requirement.

ii. in buildings serviced by DEL, carrying out all maintenance and minor new
worka costing up to E1000,

iii. in other buildings, maintenance works under E1000 which are excluded from
the delegation to departments, the technical oversight of minor new works
carried out by departments where this 15 judged te be necessary, and the
seeking of statutory or landlord's approvals in connection with such work.

{v. all maintenance and minor new works costing more than £1000. In office
and storage premises the oost of this work i3 recovered Gthrough Gthe
maintenance element of the Accommodation Charge. For specialised properties
orly the ¢ost of maintenance is met through the pAccommodation Charge, with the
actual opostz of minor new works being recovered on a repayment basis from
departments.




V. the maintenance of bulldings'" mechanical and electrical systems
{including heating and hot water installations, 1lifts, and air eonditioning),
apart from some simple repairs (as defined in the Minor Works handbook) which
are delegated to departments,

vi, ecarrying out, in conjunction with departments, annual inspections of all
properties to ensure that they are being appropriately and safely malntained,
and that the terms and conditions of lemsea and Fire Certificates are being
complied with. Where the need for urgent and esaential work falling within
the £1000 delegation is discovered as the result of sueh an inspeation FSA
will ask the department to order and pay for the work required.

Health and Safety

.1 Departments have responsibility for ensuring that:

1 persons using premises under thelr control are safe and without risk to
health;

if. no injury is suffered by any person as a result of failure Lo carry oukb
work falling within their delegation, from the carrying out of such work, ar
from defects in the work;

§iil. contractors carrying out delegated work are informed of unusual hazards
that might affect the work, such as the presence of asbestos or fragile roof
coverings;

iv, the terms of Fire Certificates are complied with, and that works are not
parried out in such a way as to create a fire hazard or render existing fire
precautiona ineffective;

Va fire alarm systems are periodically Leated, and smake checks and fire
resisting doors regularly inspected;

vi. portable [fire equipment (eg extinguishers and fire blankets) are
regularly inapected and only repaired or replaced Lo P34 approved standards;

vii. all staff in a building are informed of the location of known asbestos
materials, all work on asbestos-contalning material is carried out by PSA or
{ts contractors, any damage to known asbestos and any suspected new finds are
reported promptly to FP3A, any any exposure of staff to levels above 0.01
fibres/millilitre is recorded on personal liles.

7 5.2 PSA has similar duties to those outlined in 7.6.1 i.-iv. above, in relation
to work (including maintenance and minor new works under £1,000 in buildings
serviced by DEL) that is the Agency's responsibility. PSA is in additien
responsible for:

: the maintenance of fixed fire-fighting systems, such as sprinklers,
detectors, hose reels, and wet and dry risers;

it. providing advice to departments on matters relating to fire precautions,
and on other aspects of health and safety, such as asbestos;

iii, re-surveying all properties on the estate at intervala, to enaure that
fire precautions and means of escape are satisfactory and that fire appliances
are being cared for;




iv. advising departments of the dangers of asbestos, deciding whether to
seal or remove known asbeatos and employing competent firms to carry out the
work, monitoring dust levels on completion of work, keeping records of all
known asbeatos and providing datails te ocecupying departments, and carrying
out regular inspections of the condition ol all known aabestos.

Other Respcnaibilities

Dapartmenta are responsible for:

repaying to PSA the actual cost (usually apportioned in proportion to
areas of ooccupation in Jjoimtly occupied buildings) of heating fuel and
utilities: of minor new works up to and including £150,000 in specialised
properties; and (in buildings of which they are the major cocupier) of custody

guards employed by PSR in London.

ii. payment direct to the Crown Suppliers for goods and services ordered
from them {apart from heating fuels),

fii. encouraging the conservation of energy in the buildings they occupy, and
carerying out associated minor new works within the delegation to depariments.

T.T.2 PSA i3 responsible for:

5. the payment of landlord's rents and service charges, accounts submitted
by Crown Suppliers for heating fuel, and accounts submitted by suppliers of
gas, water and electricity;

ii. negotiating rent reviews with landlords;
{i1. informing departments about fuel costs and consumption, advising them on

energy conservation measurea, and carrying out a programme of capital
investment to reduce energy consumpticon acroas the estate;

iv. payment of the Accommodation Charge for and care and custody of all
vacant space on the estate whioch is not currently allocated to a department.

Frovision of Accommodation

.1 Departments are responsible for:

s B identifying in good time (whenever possible) any need for new
accommodation, for briefing PSA in detail on their requirements, and for
ensuring that provision is made to meet any costs arising from the ocecupaticn
of the new accommodation, including the Accommodation Charge and (in most
cases) removal costs,

1 B T8 pracuring and paying for casual hirings to meet short term accommodation
needs,

7.6.2 PSA is responsible for:

s £ agcertaining that new accommodation requested by departments does not
without good reason exceed the minimum space standards for the staff to be
accommodated;

1 1 1 determining, in consultation with the departments concerned and taking
account of their operational requirementsz, the most econcmical and effective
peans for Government of meeting accommodation needa - for example by the re-




allocation of space within jointly occupied buildings, Lhe re-allocation of
buildings between departments, the use of existing vacant accommodation on the
estate, or the hiring, leasing, purchasing or conatruction of new
accommodation;

iif. providing whatever eatates and works services are needed, including
negotiations for the lease or purchase of new buildings and the carrying out
of in-going services and new construction, with the objective of ensuring that
the new accommodation is ready for occupation when required by the cllent.

iv. in exceptional cases, where a move has been initiated by F3A in
pursuance of its cobjectiveas for the management of the estate, meeting the

¢oats of removals.

T.4 Disposal of Accommodation

T.9.17 Departments are responsible for identifying space within their occupations
which is surplus ta their current and foreseeable operational requirements, and for
discussing with PSA whether any such space can be assembled inte wviable unites for
re-allecation within Government or disposal.

T.9.2 PSA i3 responsible for:

K7 maintaining an oversight of the allocation and occupation
accompodation on the civil eatate:

1L negotiating rationalisation schemea with cocupying departments where
these will release space for disposal or obviate the need for new
accommodation to -be procured, and promoting such schemes by meeting some
assoclated costs;

iii. discussing with departmenta the identification and assembly of units of
viable vacant space lor re-allocation or diapoaal;

ivw, negotiating with landlordas the termination or assignment of holdings;

V. the setting and achieving of annual targets for the diaposal of surplus
accommodation on the civil estate.

T« 10 Concluslon

T.10.1 The foregoing paragraphs do not parport to represent comprenensive advice
on the duties of departmental Accommodation Officers and PSA staff. FHore precise
definitions = for example of the acope of the minor works delegations, or of
departments' financial responsibilities - are to be found in the Accommodation
Officers Guide, the handbook "Minor Works in Government Fremises™, and the Treasury
clrcular DAOD 4784, Instructions to PSA staff on the professional and technical
aspects of their duties are found in the relevant internal codes and instructions.
This seotisn does, nevertheless, set out tha Committee's view &of the general
principles underlying the division of responsibilities for accommodation between
FSA and client departments on the c¢ivil estate, under the present PR3 arrangements.




AMALYSIS OF ISSUES AHD NEED FOR CHANGE
4.1 IMTRODUCTION

4.1.1 In this section we review the main issues which have been raised by various
departments since the inception of PRS, take a view on whether any further change
is needed, and put Fforward Cthe proposals for further development which will
constitute the standard option. '

A.2 INDIVIDUALLY ASSESSED MARKET RENTS AND RATES

4.2 1 The element in FRS which perhaps more than any other signals to departments
the cost of the accommodation they occupy is Lhe asseased market rent they are
required to pay as an element of the hooommodation Charge. Taken with rates 1t
amounts to on average some 80% of the Charge. Some departments have from Lime to
time praized doubts about the principle of charging the market rent when FSA itselfl
may not be paying any rent at all on a Crown freehold or a "passing rent" whnich for
historical reasons is substantially lower than the current market rent.

H.2.2 Following the suggestion in the MDR that the case for charging marketi rents
should be explained for the benefit of departments we have locked again &t botn
principle and intendad praectice in the iight of a paper presented by Treasury. The
paper was circulated to all departments in August ax PESC (B5) 27.

B,2.3 The arguments in favour of using assessed rather than actual rents are set
out in more detail in the extract from the Treasury paper at Annex 4, 1In brial the
argument is that rents based on open market valuations provide a much betber
approximation to the true economic costs than the rents (if any) that PSA actually
pay themselves. This 418 the view which was expressed in the Ministerial
correspondence in 1984,

B.2.4 We have alsoc taken note of Treasury's proposals (alsc contained in PESC (85)
27} for the annual inerease and f[ive-yearly review of market rents (which as
Ministers have agreed will be individually asseased for each property from 1 April
1986), and for the individual assessment of the rates which the Rating of
Government Property Department recoup from departments through FR3.

B.2.5 We do however fael it right to point out that if the annual 1ncreases,
nesded to conform to the exigencies of PES, exceed the uplift factor there will be
a further =queeze on departments' already hard pressed provision for accommodaticn,
This is a factor we are bound to take into account in forming our overall view of
the resource implications of the proposals we have considered for the development
of PRS (see section 11).

4.2.6 We have al=oc consldered the issue raised by the requirement for departments
to pay a market remt %o PSA when they take up oocupation of speciallsed
scoommpdation for which they themselves have provided the reaources. This has
given rise to complainta that departments are required to "pay" twice. MAs the
Treasury has pointed out however if occupying departments did not pay a markel rent
reflecting the value of the accommodation there 1s a risk that it would be regarded
as a free asset, and that its copportunity cost would not be taken into acecount,
leading in due course to inefficlent use.

d.2.T We have noted the recommendation in the MDR that PSA should provide a
suitable mechanlsm whereby departments could raise questions about the level of
rental assessments. We underatand that PSA will shortly be advising accommodation
afficers on the appropriate procedures.




Fs’ MAINTENANCE AND MINOR HEW WORKS

4.4.1 There are two main issues. First there is a need to find & better balance
of responsibilities for maintenance than 1is afforded by the existing minor works
delegation. Secondly there is likely to be some mismatch between the expenditure
actually incurred on a department's occupations and the unit charge levied in the
Accommodation Charge (the so called "club subseription", which covers both Part III
and Part II works, and the associated administration costs).

8.3.2 The present £1,000 delegation has generally worked well, and goes some way
towarda meeting the overall FMI gbjective of making local management more directly
responsible and accountable for thelir operational costs. It i5 necesaarily a
matter of judgment whether better value for money has been achieved but, as the MDR
bears out, that is the firmly held view of those who have bean reaponaible for this
expenditure in departments.

g,3:3 There 1s considerable pressure from many departments Lo extend the
delegation, and PSA suggested in its April ponsultation document that there might
be sgope for extending the delegation with the aim of enabling departments to do
more non=structural work.

B.3.4 The present delegation has a number of technical exelusions, which provide
that work which requires a degree of technical knowledge Lo specifly, supervise and
cantrol to the appropriate standards remains resapved to P3A. The exclusions cover
work to electric circuits and lifts, boilers and other mechanical or structural
features of bulldings.

B.3.5 Departments would need to set up their ouWn works organisations or otherwisn
acquire technical ecapacity to do this work. This would duplicate PSA's technical
expertise, and the benefits to departments are as yet unproven. We accept that PSA
as the Government's property manager needs to retain some cverall control of works
wnich may affect the structure or the basic services of a building, not least as =0
many offices are shared between several departments. [But see section 9 [for our
views on traditional, standard and radical options.]

8.3.6 Nevertheless we do feel that departments can be given greater delegated
responsibilities within the field of maintenance and minor works without giving
rise to s=such problems, and that experlence with the existing delegation has
demonstrated that there are real benefits to be gained by giving local
accommodation managers responsibility to handle more of the minor day to day
problems which oeeur in their effices. [See howaver section 11 on the resource
implications of our propesals as a whole. ]

§.3.7 Tha problem has been to find the best way of giving effect 'to an inecreased
delegation. We have considered a number of opticns. One option was for P3A LO dO
work for departments on repayment terms, We did not favour this because of the
disproportionate administratlive costs invelved in the commissioning and accounting
transactions for a mueltitude of small joba. Another was to attempt o define job
by job a distinction between atructural and non-structural work. However, other
than in the case of internal decoration (see B.5) there are no significant
categories of work which readily categorise themselves as non-structural. We
consider that it would not be administratively feasible to run a system of
delegation on the basis of a highly complex compendium of rulea which attempted to
distinguish every possible item of work which might arise and classify it as
atructural or non-structural.

£.3.8 We have concluded that the most practicable approach is to increase the
present £1,000 per job limit.




8.3.9 Any fimaneial limit is to an extent artificial, and creates ancmalieggon
either side of the divide, but it does have the substantial merit of simplicit?d
we have found no alternative which would not have greater disadvantages. The level
of the limit is a matter of judgment, but having ponsidered the views of a number
of departments who responded to PSA's consultation document by suggeating an
inarease to £5,000 and having alsc considered the information PSA has been able to
supply on the value of work done up to this level (see saction 11 on resocurce
implications) we oconsider that £5,000 would represent an appropriate level of
delegation.

B,31,10 We therefore recommend that the presant delegation for maintenance and
minor ned wWorks within which departments go direct to contractors should be
inoreased from £1,000 to £5,000; but retaining the present technical sxelusicons and
the need to consult PSA on minor new wWorks, The new limit sheould be wuplifted
sutomaticelly at appropriate intervals to allow for inflation and PSA should agree
an appropriate mechanism with Treasury.

B.31.11 We are however conscicus that increasipg the delegation, even with the
existing technical exclusions, will bring more work and more complex work within
the smbhit of accommodation managers and thus bring with it a need for better
guldance and training. We mote that P54 is setting in hand work on producing
bettar guidance for lay accommodation managers oOn a range of is=uea relevant to
Wworks services ineluding contractual procedures, specification, superyisicn, legal
obligations, standards of design and materials used, fire heaslth and saflety etc.
There will be a similar need in reapect of internal decoration (see paragraph 5.5.3

below).

#.3.12 PSA should draw up appropriate guldance for accommodation managers on work
within the prepozed new delegation with a view to making it available in 1986 well
in advance of the delegation taking effect (see also our recommendatione on timing
of implementation in 13.1 and on training in 8.12).

Works costs and charging - the "club subscription”

4.3.13 The MDR drew critical attention to the present system of charging for works
gosts wunder PRS (the “"elub subscription”) and made some suggestions for
{mprovement, including the possibility of banding on analogy with the ecurrent
banding of rents in London. There is also a atrong feeling amongst departments
that the unit rates charged bear no relationship bto actual sxpenditure by F3A on
paintenanae and minor new works on their occupatlons and that they should know what
that expenditure 1is.

B.3.14 On the queation afl information the report of ocur sub group on information
requirements recommended that PSA should make available to departments information
on its past expenditure on each property (where possible over the last 5 years) on
malntenance and minor new worka, and should alsc provide information on the main
components of estimated expenditure in the ocurrent finan¢eial year, and forward
plans and estimates of cost for the coming financial year and the year after where
vnown (6.2.1a). The sub group also recommended that departments should, after the
end of each flnancial year, be provided with the global figures for the maintenance
charge and for the actual maintenance expenditure on thelr occupations (4.7.1}. We
sndorze both these recommendations and consider that they will g0 a good way to

meeting some of the criticisms of the present system.

8.3.15 The mismatch between the charge raised and the actual expenditure incurred
will however remain and is likely to be put inte sharper focus once departments
have the figures on actual expenditure. We have therefore given initial
ponasideration te a number of possible alternatives to the present system in the
light of the repart from our sub group.




’3.16 We agree with the assessment by the sub group (in section W.2 of their

®nort) that an adjustment to the rents charged in PRS to reflect the poor

gondition of some properties and the cost of maintenance would in effect be double
gounting since the individual assessment of rents for PRS already takes inko
account the condition of Lhe property and its cosks in usa ko the extent that the
market itzelfl would.

8.7.17 Some of uvs feel strongly that it would be preferable to dispense with Lie
slub subseription entirely as a method of recouping PSA's vependitore for bthe gorks
for which 4L will pekain contrel and Cloancial responsibility  ence  Juekher
delegations have been made to departments. The argument is =el out in 4.3.1 of the
sub-group's report, where it 1is suggested that the remaining elements ol a2
eharging system would adequately bring home to departments the oost of their
accommodation, and that it would be more appropriate in FMI terms for PSA to ke
wholly responsible for funding those works for which it retalped responsibllity.
Tt has also been argued that the distorted cost signals provided by the presenl
syetem may be prejudicial to good management of the estate.

8.3.18 On the other hand we are conscious that if departments were no lonuer
pear this element of the taktal costa of their accommodation it ecoula be regaraed

a retrograde step. We have therefore looked at possible ways of refining Lhe
present charging system. There are a number of possibilities here. One could for
example move to using maintenance unit costs Lo produce "banded" charzes in place
of the present charging system or move direct to & system of charging based on
estimatad actual expenditure. These possibilities were analysed in some detall i
section U.4 of the sub=-group's report but as that analysls shows there ara
difficulties im either approach, in part because of the wvolatility ana
unpredictability of the need for works expenditure and the reatraints on the [unos
avasilable to meet those needs and in part because of tne inadequacies in present
information. There are some doubts as to whether it is technically fecasible ab
present to move Lo a more refined system of charging. Altnough we recognise Lhe
atrength of the dissatisfaction amongat some departments with the present asystem,
we would therefore want to Zee how succeasful departments and PSA are in prachtice
in building up a reliable profile for this element of accommodation costs througn
the procesz of information sharing and joint planning and liai=zon belors
recommending changes.

g.4.19 There is also a more lundamental 13sue on which wviews vary acnaiderably
witnin the Committee. OChanges to the charging system may have implications for the
way in whisch PSA controls and distributes ita overall funds for the works services
it will retain. Some of us believe strongly that there are advantages in a common
rfund of sufficient size to deal with contingencies as they arlse according to
priority of need and con=ider that departments with smaller resources will be
particularly exposed if PSA's funds are tied down department by department., Others
take the view that it is wrong for one department in effect to subsidise another.
We alse note that the whole problem is exacerbated by underfunding of maintenance
expenditure.

B.3.20 We have not been able to reach any firm conclusion on tnis difficult issu
within the time available for completing our main report, but we acknowledge
further work and analysis is needed and that the issue should not be allowed

by delault, By the end of January 1986 PSA will have made available figures
showing the amounis recovered through the eclub subseription from each department i
1983784 and 1984/85 and PSA's minor works expenditure on that department'=
occupations, which will assist this analysis. When these flgures are availacles we
shall consider a further paper on the charging system and on the opliona far
further development.




8.4 DIRECTLY EMPLOYED LABOUR (DEL) .

g.4.1 At present a number of offices, particularly although not exclusively in
Lendon, are excluded entirely from the wminor works delegation because they are
served by DEL. This exclusion runs counter Lo the general dintent eof the
delegation, and is an anomaly which a number of departments have criticised.

B.U,2 Ministers have recently concluded that the assurance givem to the unions
that there would be no compulsory redundancies in the DEL purely on account of PRS
should continue to be honoured. They also concluded however that the IDC should be
invited to consider means by which offices served by DEL should be included in PRS.

B.4.3 We have npoted that DEL will continue te run down progressively by a
combination of natural wastage and wvoluntary redundancies but that particularly in
London there ie likely to be a significant work force for the foreseeable future.

B.N.4 PSA ha= proposed, and we agree, that offices served by DEL should
nevertheless be included in PHS by enabling accommodation managers to order work
via the DWO within the minor works delegation which will be done by DEL on a
repayment basis (the resource implications are considered in 11.3.1). Through the
medium of joint planning and liaison (see 8.9), PSA and departments would establish
in the autumn of each preceding year what work DEL waz equipped to do in each looal
affice concerned., For thoae categories of work the accommodation manager would be
required to submit an order through the DWO who would either arrange for it to be
done by DEL on repayment terma or inform the accommodation manager that the work
was beyond the presant capacity of the DEL and that he was [res to g0 direct to
ocontractors, For work outside the delfined categories the accommodation manager
would go direct to contracters without this prior procedurs. PSA would retain
overall responsibility for managing the DEL and departments would in effect remain
tied to their use to the extent necessary to ensure that they were Fully utilised.

8.4.5 We =sugeest that PSA should consider further the detailed procedures for
giving effect to this proposal, and in particular whether there ia any acope for
setting limits to the time departments may be asked to wait before an order can be
carried cut by the use of DEL, but we note that negotlatlons have yet to take place
with the unions concerned. The aim should however be to have a workable system in

place faor 1 April 1987,

8.4.6 We recommend that the present DEL exclusion should be removed with effect
from 1 April 1987 to permit accommodation managers to commission work from them on
repayment terms within the proposed minor works delegation, and to go direct to
contractors (subject to the normal process of consultation with PBSA for Part II
works) where DEL cannot undertake the required work.

8.5 INTERNAL DECORATION

8.5.1 At its meeting on 12 December 1984 the Inter-Departmental Committee on PR3
agreed Lo set up pilot schemes on delegating responsibility for internal
decoraticns to departments. The prinaciple that internal decoration should be
dalegated had been generally accepted. The aim of the pilot schemes was to
discover how delegation might beat work in practice, to shed light on the
advantages or disadvantages were departments to be untied from PSA, and to identify
any practical or administrative problems which would need to be addressed in
implementing any general delegation.

8.5.2 The Committee's interim report in November 1985 was made before most of the
13 pilot echemes were oomplete. On the evidence avallable it recommended
delegation of responsibility for internal decorations to departmentas from 1 April




1487 to colnelde with other proposca changes. It also recommended that departments
who Wished to do so and had the funds available should be permitted Lo carry out
further schomes for internal decoration during 19E6/8T.

8.5.3 Although one or two schemes are gtill in progress and the monitoring
consultankts have not finally reported, the pilot schemes have been A SuCCCBS.
There are practical peints emerging from them which will be drawn together in a
full report to tha IDC and taken into account in the guidance PSA 15 now preparing
for departments, We fapl confident in endoraing the recommendations of the inteeim
report. that:

- full delegation should take place Irom 1 April 149B7 to coincide with
other proposed Cchanges;

- the lntervening period should be used by PSA and departments Lo preparae
fully, including those departments who Wwish to do so and hnave the
necessary funds being enabled GO carry gut further achemes during
1986 /67 .

. MINOR NEW WORKS

b.t,17 We have already recommended that gaintenance and minor new works up Lo a new
limit of £5,000 should be delegated to departments. However that will of
itaelf achieve the appropriate balance of presponsibilities between PSA and
scaupying departments. Many of the new works which departments have at present a
najor role in inltiating, stemming from their operational requirements, can D&
expectad to exceed £5,000, An example iz internal repartitioning where the
sssocliated costs of rewiring oan scon bring even a fairly modest scheme oOver tne
threshold.

§.6.27 Here again there is a balance to b atruck between a2 number of factors. AS
property mapager PSR needs to satisfy Ltsell that the proposed new works are
technically and structurally feasible and to consider the interaation with other
works and where appropriate the cholge between repair and new provision. 1f
landlard's consent is required PSA will need to obtain it. PSA glso has functions
in respect of fire gertification, building regulations, and planning permission or
listed building conaent where applicable, While some departments may feel that
they can do a better, cheaper or prompter job by using their own resources or by
buying in management expertise from the private sector, others may not wWish Lo
duplicate P3A's professional and technical expertise on the design, supervi=zion and
control of minor new works, and may feel that the reaource implications in setting
g4p the necessary expertise (o do smo could be more than it woula be reasonable Lo
contemplate For changes to take place in 1987. Heverthelesas, 1L 3eems right that
they should have a greater say than at present, particularly on works which arfeot
the internal layout of their ocoupaticna.

b.o.3 We consider that the best way of Bllowing for the necessary interactlons
between P5SA and clients whilst making departments more diractly responsible for tne
minor new works incurred en their occupations is to move towards departments
commissioning work from PSA on a repayment basis. Under this approach PSA would in
agreement with the client undertake all the necessary work involved Ln desSilgning,
specifying, supervising and eontrelling the contract and would recharge Lo
departments the works oosts plus 1t standard percentage charge for 1ts own
departmental expensaes. The necessary transfer of resources would be effected by an
abatement of the Accommodation Charge pro rata (o the space oocupied by Gthe
departments on the estate (see section 11 for the rescurce implications).

g.b.u There are eertain categories of Fart II work which It might Ube @ore
appropriate to reserve ta PSA entirely rather than putting them on a repayrEent




needed to facilitate an eatate rationalisation move initiated by the Agency. r
detailed suggestions for those categories which should be devolved are contained at
Annex 5, We recommend that these categories of minor new work should be placed on
a repayment basis from 1 April 1987,

basis. In addition, it might be appropriate for PSA to fund works ex_pen.jye

8.6.5 Even when departments become responsible for commisaioning and funding minor
neWw works on a repayment basis there may still be cccasional difficulties vhere PSA
lacks the resources to plan the work, or where a department i3 not satisfied with
the timesecale or coat of a project as indicated by FSA, because it considers that a
less elaborate solution might suffice. The proposals we make in B.9 on Jjoint
planning and liaison should help to improve communications and planning generally
but we feel that a more specific mechantfsm will be needed to deal with the problems
we have ocutlined.

8.6,6 We have therefore welcomed PSA's proposals for a safety wvalve whereby
departments could in eertain circumstances use agents other than P3A for miner new
works between £5,000 and £25,000. (These figures would need to be ad justed
periodically faor inflation). We recommend that the procedures adopted for the
safety valve should be those set cut in more detail in Annex 6.

B.T MAJOR HEW WORKS

8.7.1 At present major new works whioh are categorised as office and storage fall
to P3A's PES and Yote; on specialised acoommodation departments pravide the PES and
the expenditure falls on PSA's Vote, The MDR recommended that:

"the Treasury reviews by 1 April 1986 PES and vote procedures for major
building works with the objective af bringing the cost of the projects closer
to departmental funding."

BoT.2 We have considered initial papers on this i=zsue by Treasury and PS#4

reaspectively and have formed some conclusions on a possible way forward. The
problém is essentially whether PSA should continue to fund and run centrally an
cverall programme of expenditure on major office building works (ie projects over
£150,000), or whether it would be better for each department to have a more direct
involvement in determining the Punding for the works which PSA undertakes Lo meet
specific operational requirements. If there iz te be a greater involvement the
guestion i3 what changes ara needed in existing Cinancial arrangements.

B.7.3 Departments already provide PES cover in the case of major new works in
speclalised accommodation {eg Research Establishments). There is also a precedent
for departments funding work by PSA in non-specialised accommodation., This already
nappens on ¢certain sub-programmes within PSA's overall Office and Ceneral programme
whnere departments such as Employment have been able to get work done which PSA

could not otherwlse have funded,

B.T.4 There are advantages in FMI terms in an approach whereby departments
themselves fund major new works by PSA. Under this approach departments would have
to find the resources to back their departmental requirements and make a rull
assesament of their priorities. When PSA has the financial responsibility it can
e argued that departments have no real incentive to choose the accommodation
option which represents the moat effective use of limited reagurces. When FSA does
not have suffieient funds to meet demands departments may find that their schemes
dre not given the priority they would wish. There is conecern that departments who
nave secured funds for agreed operational priorities [ind their programmes
Jeopardised by lack of PSA funds for the operational accommodation needed, when the
departments concerned have not taken part in the discussiona with Treasury on
funding the necessary works.




(g, On the other hani there are certain advantages in the present syatem,

st some projects may be cleosely identified with a particular department's
pperatianal requiresnnts, in other cases 1t will not ba at all easy to divorce Lhe
consideralion of @ prepesal for major new eaplital axponditure (rom "SAYa ovaerall
responsibilities as centrzl manager of the estate, There are a number of projecls
unioh in effect represent a solution to the accommodation requirements ol several
iepartments. There are also considerations of programme management. With one
central programme PSA can to an extent even ocut the inevitable peaks and troughs in
major conatruction by offsatting overspending against underspending projects. Few
departments would have a sufficient volume of major building works ta be able to
take advantage of this levelling cubt. For many departments, and particularly those
Wwith only a small area of occupation on the civil estate, there could be genuine
difficulties in finding provisien for a need which may arise perhaps once in ten
years, and which may have an uncertain incidence of expenditure over any glven PES
period.

b.7.6 mere ia not yeb agreement within the Committee on the way forward and
shall need to look further at a number of detailed points which have emergec
d1scussion bafore we can put forward our considered conclusions on thls 1
going sc we =hall take account of the precent report on the oQontrol of
gxpenditure contracts; we note that Treasury has been charged witno conouc
further atudy cn this.

SoLE

e intend to consider urgently the following points:

L&) the affect of babter liaison arrangements wnich wWe Sgree shoula  Ge
introduced whatever changes are made to the funding system;

(D) the scope [or recategorising certaln types al expenditure on mijor ced
works in the present Office apnd General programme as mare asin to speclialised
accommodation because of the extent to which they are "dedicated” 10 méeting
particular departments' gperational naeds;

(el whether works within exlsting offices which exceed the present L150,00U
boundary line petween minor and major new works might be treated similarly in
teems of funding responsibilibiesg

{d) to assist with this analysis, a detailed breakdouwn of the present OlT1ce
and General programae into its component elements;

[2) an estimate of the amounts which might be available (or transfer :
departments if there were to be a chanze in funding responsibilitiesz, and an
assassment of the extent to which departments might bDe required to seek
addltional funds to meet the shortfall in P3A's existing FES baseline, ano the
consequent resource implications for departments;

([ a detailed analysis of the options for a change in existing funding
arrangements, ranging from a more systematic involvement of client departments
by PSA in preparing its bids for PES, to a system of PES attribution; or
glternatively moving to full repayment;

{g) the trapsitional arrangements which would be needed if any change were Lo
be recommended and the timing of Lts implementation, and

() the extent of any continuing role for a PSA controlled central programme
to meet expenditure needs which could not clearly be allocated to particular
departments, central Iinitiatives Bsuch a= estate rationalisation or energy
sonservation, and the reguirements of smaller departments.




8.7.48 we 3hall need in the light of this analysiz to 1look further at the
arrangements for specialised accommodation (as currently defined) and to take »
view on whether it would be desirable to move from the present arrangements for Fed
attribution to a full repayment system. We shall zlso nesd to take account of the
queation of how PSA's departmental expensea on the design and planning of wmajor new
Works in specialised accommodation should be funded. For these purposea we sShall
need to invelve in our discussiona other departments with a substantial stake in
the mpeclalised estate, nsg Home Office and the Lord Chancellor's Department,

i We need to make Turther early progress on these issues and propose that we
should report separately to Permanent Secretaries with cur findings by no later
i

h
han end Marah 1386.




. 8.8 WORE OF THE SUB GROUP ON INFORMATION REQUIREMENTS: FUEL AND UTILITIES

8.8.1 The MDR commented as follows:-

"If line managers are to be encouraged to reduce thelr energy ¢ogts, they musk
be piven information about the energy consumed by their commands. The presont
ayolem, under which departments pay for their energy on the basiz of bills
presented by the FPS5A does not provide Lhe neceasary information nboub
consumption, either for checking the bills, or for monitoring the eflects of
gonservation measures.”

H.H.? This issue was debated at some length in the IDC as previocusly constituted
but little progress was made. As we noted in our interim report we set up a sub-
group to look specifically at this guestion and at information requirements
generally. After Full and detailed consideration of these and other iszuea they
produced a substantial report with their recommendations which we congidered at our
meeting on 19 November. We believe that the detailed contents of that report will
be of ronsiderable interest to those concerned with accommodalticn matters in
departments. Wa have therefore arranged for it to be circulated séparately to
Principal Establishment Officers [or thelr information rather than adding to the
bulk of this report.

B.8.3 1In this and the paragraphs that follow on Jeint planning and liaison and on
information requirements generally we therefore conline ourselves to the main
gonolusions and recommendations for actien which we wish to  present [or
consideration by Permanent Secretaries.

8.8.4 oOn fuel and utilities our recommendations are as follows:

18 The present system of centrallised payment of fuel and wekilities accounts
by P3A should be left unchanged for the time being; but other means should be
scught of making comparable information about cost and consumption available
to departments; and that the possible benefits and disbenefits of diract
billing should be examined further in the context of the proposed experiments
on the radical option {see 9.4 below).

2. FSA should provide to departments cquarterly reports af luel consumptlon
for each property they occupy; as a first step, the [irst reports to Do
available in January 1986,

1. Departments should take steps bo distribute Iimproved information
econsumption, when available, to lacal Accommodation Officers or other
appropriate points in their organisation; Gthe relevant tariff informabtion
should be obtalped locally, from the District Werks Office.

i, Departments should be made aware of the specialised tariff - cheoking
gxercise being undertaken by PSA'a consultanta, in order to avold duplication
ol elffort.

5. P54 should accord a high priority te work on the development of a more
comprehensive system for reporting cost, consumptlon and tariff information bo
departments.

£. Departments should take steps to ensure that all staff concerned with Lhe
management of accommodation receive adequate information, advice and Lralning
on energy conservation measures.




Te Departments should consider the feasibility and possible benefits of
installing water meters in properties they occupy, where this has not .aady
been done.

We recognise that there are rescurce implications in these proposals. However in
1984/8% the amount recovered by PSA [rom departments to regoup its astupal
expenditure on fuel and utilities was some E65m, and we consider that the adopticn
af the measures we have recommended will lead to savinga which will amply repay the
initial affort required to implement them.

8.9 JOINT PLANNING AND LIAISON

8.9.1 At present considerable administrative effort at all levels within PSA and
client departments goes into dealing with accommodation problemas as they arise.
Problems can be exacerbated by misunderstandings, faulty lines of communication,
lack of clarity about responsibilitie=, mutual lack of information about plans,
priorities and funding and recrimination about the gquality of service expected and
actually provided.

§.9.2 The proposals we put forward inm this report for changes to the present
syastem of PRS should help in part to reduce some of this wasteful friction. At the
same time the enhanced responsibilities which departments will now have mean that
it will be even more important in future for there to be close co-operation at

every level in jointly tackling common problems.

8.5.3 We have therefore endorsed the proposals for a more formal system of regular
joint planning and lialson meetings between FSA and client departments which were
set out in the oconsultation letter which PSA sent to Principal Establishment
Officers on 13 April. In order to better assess the resource implications and find
the best and most economical formats for joint planning and liaison which will work
to the mutual satisfaction and benefit of client departments and PSA our sub-group
on information requirements has set up practical experiments in three PSA Regions,
London, Midland and Southern, further detaila of which ars contained in their
report. The experiments will include an opportunity to explore practical ways of
taking forward the recommendations contained in the MDR about quality of service.
The sub=group will act as a steering committee and will report back to us with its
conclusions, We shall then arrange for advice to be iasued to departments cn the

results of the experiments.

8.9.4 We recommend that the aim should be to have a fully develcped system of
joint planning and liaison operating for all departments in time for implementation
of the proposed changes to PRS on 1 April 1987,

£8.10 INFORMATION REQUIREMENTS

We have set out in B.8.40 our recommendations on the information requirements in
respect of fuel and utilities. We take as read the ocontinuing supply of
information to departments on the component elements of their Accommodation Charge;
and note that there are a number of issues which will be explored in the
experiments on Jjoint planning and liaison where an assessment is more likely
initially to be gqualitative and ad hoc eg appraisal of condition of accommodation,
operational deficiencies, and service delivery. The report of the sub-group sets
oot 4in detail (in aecktion 6.2.1) our suggeated list of mnminimum items of
information. Our recommendations on implementation are as follows:-

is PSA should aim as a priority task to develop & new electronic
information system to inolude in a uniform way appropriate items from the list
of minimum requiremants. The aim should be to have this information held

electronically in a uniform way no later than 1 April 198B.




- In the interim PSA should make avallable the infermation in the form ir

which it exists at present with such manual collation and adaptation of format
as resources permit or the results of the experiments on joint planning and

lfaison suggest.

111. In further defining the operational reguirements for its new data baue

and outlining its proposals PSA ahould maintain glose liaison and consultation
with our sub=group on information requirements at each stage of development.




B,11 VIABLE VACANT SFPACE

g1 As was pointed oul In the MDHE, the achilevement o space LHavinet 1o
dependent on PSA's ability to dispose or reallocate vacani space identilivcd by
departments in the course of their oooupanoy audits. FEA's overall management
pbjectives for the estate have been considered in 6.2 above. In this section we
look at the prantical considerations which are relevant to a decision by FSA on
whether space identified by departments as surplus is or is not a viable unit and
the criteria recommended for use by PSA and departments alike.

8.11.2 The present ground rules are given in paragraph 2.5 of DAO/BM:

"From 1984/85 PSA will bear the charge (accommodation charge) for all vdcant
space on its charge as at 30 September in each year, avallable for re-use,
disposal or being refurbished by PSA ..., PS3A can only take back on its charge
viable units for re-use (whether or not such A re-use 13 known) or for
disposal."

H.11%3 It is most important that any Accommodation MHanager who iz Leying ko
asaemble a package of vacant space should oonsult the estate surveyor flrst. This
ia essential if abortive affort is to be avoided. There are two possible courses
of action for PSA in relation to vacant space, to reallocate within government or
to dispose of the space from the estate. In terms of reallocation there are limiks
in practice to the size of an operational staff unit which can be considered as
independently wviable. In terma of dispesal there are physical, security and legal
constraints (eg lease conditiona) which may limit PSA's freedom of action. There
are alsc cases where departments require PSA to hold space which might otherwise
have been disposed of or reallcocated, and where new pceupations are provided to
agreed space requirements which are subsequently found to have Deen Overestinatec.
In all this a balance needs to be struck between PSA's responsibilities as central
estate manager and the need to provide departments with a sufficient incentive Lo
identify and release vacant space.

B.11.4 After due consideration we agreed the eriteria sab out in Annex T to this
report (which were promulgated in our interim report to Permanent Secretariea). We
repommand that these criteria should be reviewed after they have been in operation
for 2 years.

8,12 TRAINING AND GUIDANCE

8.12.1 A= noted in our interim report the experimenta on internal decoration
underlined the need for appropriate guldance to be prepared for use by
acoommodation maragers on  contractual procedures and the specificaticn &nd
supervision of works. The inereased delegation on maintepance and minor works
recomnended in 8.3 will alaso need to be acccmpanied by appropriate guidance on such
matters as fire and safety standards, building regulations, quality assurance and
method of building, and the need to observe lease conditions and avoid loss or
damage from faulty or neglected work. PS3A has set in hand the preparation of Lthe
necessary guldance which should in our view be ready in aufficient time to allow
departments to cocnsider the internal precedures they will need to set up 1n order
to discharge their new responaibilitiea effectively. We recommend that PSA should
imsue comprehensive guidance on the conduct of all delegated functions by 1 April
1086 .

B.12.7 There i= alsc a need for training to supplement the guidance, PSA wrote on
18 October to Frincipal Establishment Offleers inviting their co-operation -in
responding to the MDR recommendation on training,




the training programmes agreed wWith departmenkts should be

RBec ¥ 8.12.3 We recommend that
for dealing with delegated works.

sxtended to cover specifically the procedures




9. THE OPTIONS

9,1 Identifying the Options

9.1.1 We were asked to conaider in addition to Lhe PSA'= proposala, alternative
arrangements both for those departments who might nob wish to take on f[urther
responsibilities for accommodation and fdr those departments who might want to
gontemplate a substantial degree of untying from P3A, the latter Lo be tested by
practical experiments, We have therefore identified three options; a "traditional®
gption reflecting the status quo, a Astandard"” option, based on our consideration
of ESA's proposals, and a "radical® option, lor which we have proposed a range of
experiments.

§.1.2 We have =et out an analysis of what each option would comprises in Annex U,
This is in summary form with cross references to paragraphs numbers in sfctbion T
where the wvaricus funetions are described in greater detall. In what follows we
give briefly the main features of =ach option. As will readily be seen it would
have been possible to consbruct a much wider range of options with wvariations in
respect of each of the functiona. We wers however mindful of the practical and
srganisational difficulties presented by & multi-option gpproach (see section 10
and have therefore concéentrated on these thres. Dur recommendations on such
matters as information requirements and Jjoint planning and liaison are of aourse
valid for all opticns and can be regarded &s camman factors.

.2 The Traditional Optiocn

§.2.1 This would in effect be the existing ayslem of PRS a3 set out in section 7.
The minor works delegation would remain at its present lavel, though adjusted
pericdically for inflation, and departments taking this option would still leok to
PSh for work on internal decorations exceeding £1,000. The proposals in g.4 for

incorporating buildings served DY DEL into PRS would apply but only within the
£1,000 limit.

9,2.2 As to the financial arrangements, much would depend on how many client
departments remained on the traditional option, and tha size of their sccupation of
the oivil estate. The methed of financial ad justment for the changes envisaged in
the standard option (see section 11) will be an abatement of the locommodation
Charge pro rata to space occupled. The residual funding left to PSA to provide
common services for clients on the traditional option may not be sufficient to meetb
all the works expenditure that may arise, and those departments may therefore need
to make provision to commission PFSA on repayment terms over and above thelr pre
rata share of the remaining resources; this would particularly be the case with
internal decoration where PSA's existing provision is exiguoua and which would have
very low pricrity within whatever central lunds remained.

9.3 The Standard Option

9.3.1 The main elements of this opticon have already been considered abl greater
length in section 8. In brief they comprise an extended minor works delegation of
up to £5,000, commissioning PSA on repayment terms for oertain minor new wWorks,
delegating internal decoratlion,and the safety valve arrangements for work up to
£25,000 whereby departments can go direct to consultants or contractors if it is
eatablished that PSA cannct do the minor new works as reqguired,

9.3.2 The financial and manpower implications of this option are set out in
mmction 11. The fipancial results for each PR3 elient are shown at Anmex 10,




.,3'4 The Radical Opticn

Reservations by PSA and by DHSS and DE

g.4.1 PSA has made it clear to us that Lhe proposals for the development of FRS
which its Ministers have supported are those contained in the standard option. The
proposals we outline below are based on suggestions which FSA made sclely with the
purpose of fulfilllng the remit from Permanent Secretaries. FSA could not Ltzelfl
support these proposals, but has no objections to the proposed experiments which
apa intended to shed light on the feasibility af such an option.

9.4.2 DHSS and DE for their part have expressed the view that a radical option on
the lines suggested below would, if implemented, be only a first step in a
direction which they would expeck to lead in dugs course to complete untying of
their regional organisation from FP35A, including untying on estate management
funstions (with however suitable provision for consultation with P3SA). They are
prepared to endorae theae proposals as a basis for future development.

g,4.3 We note these reservations, but do not conaider that it is necessary at Lthls
stage to take any collective view on Lthe desirabillty or feasibility of moving at a
futura date to an option on these llnes or at a later stage geing to the complete
untying which DHSS and DE envisaga. sush a declsion cannot in our wiew be made
until the experiments have been completed and assessed, and until departments have
nad experience of operating under the standard option.

Mairn elements of the radical opticn

g.4.4 The technical ex¢lusions would be removed and departments taking this option
would be untied for maintenance, and for minor new works (ie up to £150,000). F3A
would only retain major maintenance projects of a size and complexity such B3 e
require central management. Maintenance projects of over £100,000 are already
specifically identified as a separate category on PSA's Yote and would represent
the threshold, Departments would need to equip themaelves with aulficient in=housc
technical capacity either to instruct consultants or go direct to contractors.
DPepartments would in large measure be reaponsible for the running and operation of
day to day building services within their cecupations including heating sysatems and
energy conservation works. Consultation with PSA would however be nacessary and
Pe) woiuld need if appropriate to be able to requlire departiments to carry oul works
ar remedy faulty work where the Secretary of State for the Environment's legal
obligations or the atructural integrity of the property required such astion.

8.4.5 Departments would be expected Lo go-operate 1in estate rationalisation
schemes, subject to their pperational requirements being met and to any necessary
financial adjustments (as noted in our interim report guidelines on this latter
point are to be developed by Treasury and P3A). |Departmental funding of works
expenditure would not be regarded as ponferring proprietorial rights on the common
user estate,

Testing by experiment

g9.4.6 We have set up a steering committee to overses the experiments with
representatives from the three departments who have expressed an interest in the
radical option (DHSS, Energy and Employment) and from Treasury, MP) and PSA; there
will also be representation rrom those amongst us who are not at present ready to
contemplate such a radical degree of untying from P5A. The flrst two experiments
will Be in twe Unemployment Benefit Offlces and will start shortly. They will
involve a modest level of improvements and adaptatlon, including some structural
work. Employment are particularly concerned to mount these twe experiments which
they consider to be typical of the sort of works problem they are often faced with




in their UBOs. We are however agreed that a wider range of experiments will be
needed properly to assess the radigal option we have cutlined. They should consist
of a range of offices where Employment and DHSS take over responsibility for the
full range of works and =ervicea we have defined. The offices chosen should be in
a wide range of different locatiocns with a mixture of freehold and leasenold, old
and new properties and in particular =hould include offices in multiple occupation
with other departments. There should be controls whers P5A provides the services.
These should be selected to provide as exact a comparison as poasible, Technical
consultants will be engaged ko assess the results achieved on works and bullding
aervices. The views of stafl In the prupertiéa concerned in the experiments should
alao be elicited,

9.4.7 The aim of the experiments will be to illustrate Gthe advantages or
dizadvantages of departments elither equipping themselves with the necessary in-
house technical expertise t¢ go direct to contractors or using consultants to
provide the necessary technical advice and specification. The experiments should
gstablish as far as practicable the advantagea and disadvantages of further
delegation beyond the standard option af mome or all of the elements considerad at
9.4.4 above,

g.4.8 The steering committee will need Eo drav up clear guidelines to ensure that
in all aspects of the experiments like Wwas compared with like and that the
experiments cover the points raised in 9.4.6 and 9.4.7 above. It will also need to
conaldar:

. guidelines for estimating the wvalue for money of projects: for example,
how projects should be defined so that all elements of the work can be
gstimated: what costs should be used in estimating; which mileastones should be
sat for assesaing the progress of work; how the guality of work should be
assessed at the end of the project; how the performance of contractors and
consultants will be measured;

b how to assess the impact of further delegation on departments'
administrative ooats taking into account the agrganisation departments would
need in order to run the full range of services delegated ta them under the
radical option, how they would arrange the distribution of functions, and
whian rescurces both fipancial and manpower they would need to employ bearing
in mind that simple extrapolation and aggregation of Figures obtained from the
gxperiments may glve a misleéading view of total coats;

o, now to assess the impact of untying by some departments anly on PSA's
residual administration cosks, bearing in mind that it might not bea feasible
to reduce central overheads at the same rate as operational resource costs are
reduced. Account should be taken of the possible effect on PSA's organisation
and deployment of rescurces and on its service to departments remaining on the
atandard opticn of a pro rata transfer of resources to departments taking the
radical option, and of views expressed bY other departments sharing
acoommodation on the estate with the participating departments on the
potential implicaticns for their own administration of accommodation
functions;

d. how the timeliness of projects will be assessed both in relation to each
pther and as compared with timetables drawn up at the beginning of projects;

e. how problems which might be encountered in jointly occupied buildings
should be assessed;

i how the satisfaction of staff occupying buildings in the experiments
ahould be asaessed;




h. how the departments' success in meeting their operational requirements
. should be assessed.

g9.4.9 The steering committes should seek early advice from the Government
Accountancy Service on the appropriate means of asseasing the value for money of
projects, ensuring that all are assessed on the same basis. Meanwhile, a careful
regord should ba kept nf ataff time involved in the first experiments.

9.4.10 Some potential effects of untying will not easily be ascertainable by
practical experiment. it may be poasible to derive some information from thoss
organisations whieh have recently set themselves up to do work independently of
PSA, particularly BT. However, as BT are still in the process of disengagement
from PSA, any information derived from this quarter may not be wholly valid, and it
would alsc be useful to see what can be learnt from larger companies in the private
gector, and thiz might be done through the medium of the PSA Adviscory Board. P3A
will =ee what can be discoversd by exploring this avenue.

Funding and timing of the experiments

9.4,11 The initial two experiments are to be funded by DE. For the main core of
experiments the participating departments will be Ffunded by abatement of Lhe
fccommodation Charge for the selected offices including abatement of charges in
respect of other departments in jointly cecupied offices where those departments
consant te the work being carried out by DE or DHSS. They would however stlll have
to pay the mssessed rents and rates, They will be asked to provide any additional
funding required from within thelr own rescurces.

9.4,12 In order to allow sufficient time for the chosen sites to be selected,
monitoring consultants employed, and proper advance preparation to be made it is
propoased that the main core of experiments should start from 1 April 1986. In

order to gain a realistic view of the problems departments will have to face in
tackling new functions (and in particular given the oyclical nature of works
expenditure) the experiments should run for a sufficiently long period. We
paconmend that a minimum of 2 yeara is necessary to drau any worthwhile conclusicons
from the experiments, but that the steering committee should present to us an
interim report on progress after the end of the firat year.




10. APFLICATION OF THE QPTIONS .

10.1 Introduction

10.1.1 There are at present 47 separately billed clients served by PRS [excluding
P2A itsalf). This number may vary with any future machinery of government changes
but is on the whole more likely to increase than decrease as the impact of the FMI
leads to the identification and emergence of more accountable units of management
within departments.

10.1.2 As we pointed out in 9.1.2 it is possible to formulate a large number of
cptlions with differing delegations on each accommodation function, I the
principle of self election is accepted there 1is scope potentially for as many
variants on the basie PRS regime as there are client departments. Such a result
might be understandable in terms of varying perceptions within government of the
aocommodation funotion but, as noted at the Permanent Secretaries'’ meeting on 10
July, a proliferation of differing PRS regimes could present PSA With an
unmanageable task as a central agency. Moreover a syatem in which each department
procesded at its own pace would lead to severe and disproportionate administrative
strains at local level since the poasible difficulties which we illustrate below
and in Annex O would be multiplied several fold. For these reasons we have mainly
confined our analysis in this section to the effects of operating initially with
two options, the standard and traditional, from 1 April 1987, and to identifying
possible areas of diffioulty in a later move to a three option system which will
need to be ecarefully researched in the course of the experiments we have proposed

on the radical option.

10.2 Advantages of a Uniform System

a. Central administration

10.2.1 At present the PRS regime is uniformly appliecable to all. This has a
numrber of advantages. For PSA the central administrative processes of
eatablishing, raising and collecting the Accommodation Charge and the locally based
work of advising departments' accommodation officers on the detailed application of
the existing rules to thelr particular circumstances can be discharged more easily
and effectively with a uniform system. PSA's estimated adminlstrative costa of
running PRS, ineluding the advisory services at local level, but exclusive of
Estate Surveying work are some £0.T75m per annum.

10.2.2 There is a considerable advantage to PSA in uniformity because of the need
to have efficient and effective central management of a widely dispersed regional
organisation. PSA has some 150 separate district works offices, in 10 UK Regions,
and there are alsoc estates offices, area works offices, and the Regional Offices
nemselves, FPSA staff already have to familiarise themselves with other systems
than PRS - for example the differing arrangements for their various repayment
clients, and with the procedures whieh apply to the management of the Delance
Eatate. There are alsc a few clients eg Parliament and Museums and Art Galleries
who remain on allied service terms. PSA have told us that it is not at present the
easiest of tasks for their staff to learn the differences in procedures and their
correct application to each client, nor for line and central management Lo devise
affective means of supervising the performance of these differing procedures and
promoting uniform standards as regards the quality, propriety, and VFM of the
actual services undertaken. Their senior management is continually and actively
engaged in improving the central management and control of the agency and in
rationalising the Agency's organisation and its development of resgurces,
Dperating more than one system of PAS will make the task more difficult.




b. Multi-Oesupation

10,2.3 There are alsoc problems raised by the degree of wmulti-cccupation on the
civil estate. This can be as high as 60% to 70% of local offices shared with one
or more other departments. At present the PRS rules require the ma jor ocooupier to
take on certain limited additional tasks in respect of common areas but it is by no
means clear what would happen im a local office where the major ocoupler is for
example a traditional option department trying to co-ordinate Lthe activities of
departments adopting the standard or radical options. What would happen if one of
those departments wanted to do works which were within its delegation but not
within those of other occupying departments and which logically ocught to cover the
property as a whole? poes the major ooccupler take on the invidious task of
effecting & compromise and seeking the appropriate financial contributions or does
it fall to PSA? Either way there is a potentially fertile ground for confusion,
friction and a not inconsiderable expenditure of adarce ataff resources. toc mnake
sure the machinery works smoocthly. At Annex 9 we glve zome practical examples of
the problems which might occur,

o, Legal obligaticns

10.2.4 Since whatever the variety of departments and PR3 options in one jointly
occupied building may be, tha same lease will apply PSA haz the added problem of
reconciling a wvariety of delegations within one bullding with 1its legal
accountability to the landlord. Ir landlords become concerned at PSA's ablility to
deliver on its obligations as a tenant because of the risk of default by occupying
departments acting as PSA's agents this may affeet the terms P3A i3 a&able to
negotiate.

4, Efficient deployment of resources

10.2.5 FEven with a limited number of options, individual departments' elections
would affect other departments. PEA's presources are not infinitely divisible
without loas. A progressive departure of responsibilities and Cunds could leave
PSA less equipped and resourced to meeb the needs of those departments who may
elect to retain its services to an extent which cannot be readily gauged or
guantified but should not be underrated. At the extreme departments who dic not
eleat to take on more functions might Cind that in the event they had little option
But to do so because of deficlencles in the residual services PSA was able to
supply within the limited central funds remaining to lt. Once functions had been
dispersed and capacity reduced there would be no guarantee that PSA could readily
gear itself up again to resume its former role if experience led departments to
wish to revert to greater use of the Agency.

10.3 Advantages of more Lhan one option

10.3:1 It may be that a single-option syatem would not be the baat course of
action, when some departments consider that the standard option places upon them
more delegation than they feel able to handle, whilat others feel that they have
the organisational structure and capacity to go further and are very interestad in
the radical option.

10.9.2 38mall departments may not be able to manage the increased delegation under
the standard option. The size of their ocoupation may not justify a senlor cr
full-time post with accommodation responaibilities, but a junior or part=time
officer may well not be able to perform all the duties satisfactorily. There may
al=c be severe limits to their ability to finance inoreased responsibilities if
actual expenditure exceeds their pro rata share of the rescurces released Dy
abating the accommodation charge.




10.4 Other relevant considerations

10.4.,1 It may be necessary to explain to the PAC, the Treasury and Civil 3e e
and other Select Committees the rationale behind any new FRS system, in which there
waz more than one opticn. Individual departments might have to account for
divergences in their approach to what may be seen as a common Munction. Eut
equally Ministers might have to acknowledge publicly that a uniform system responds
inadequately bo departmentz' needs.

10.4.2 It is not easy to sce how objective criteria could be formulated Lo gubdi
departments' choice of option. DHSS and Employment are Doth departments with a
large local office organisation and both favour Ehe radical approach. Inland
Revenue alsc has a large number of local offices yet favours a more conservative
approach, FCO and Energy are departments with a relatively amall stake in the
civil estate and relatively small administrative budgets. Yet FCO is concerned at
the resource implications of some aspects of the atandard coption while Energy are
interested in the radical option. However departments' views, based on thelr own
perceptions of their administrative and financial capacities, while Lo an extent
subjective, should not be lightly dismissed. Departments of similar size and
structure are not necessarily identical 4in other aspects of their internal
organisation nor do they necessarily have Lhe same accommodation nesds.

0.5 Conclusions on application of the options

10.5.1 We consider that the standard opticn represents a betbter balance Cetween
PSA's central role and the impetus under the FMI to wider delegations than Ene
present system of PRS. The developments envisaged in the standard option are not
however inconsiderable and there may be significant resource implications. It 1=
judged that there will be a considerable learning curve Ffor local management 1n
elient departments and PSA alike both befoure and after they take effect on 1 April
1987.

10.5.2 We accept that PRS is unlikely to remain static and that it may in due
sourse be demonstrated that there are good grounds for further developmentis after
1987 . We would however argue strongly for some degree of stability whilst staff
familiarise themselves with new functions and new systems.

1053 We therefore consider that an orderly progression of devolubtion which
minimizes inter-departmental frictions and provides a manageable task for P3A would
be best achieved il the presumption i that there is a general movement in 1947
onto the standard option. We recognise however that the standard option may not be
practicable for all, We recommend Lhat these who are considering the traditional
option should open discussions with PSA forthwith. Amongst the factors to be taken
ifto consideration should be their. preferences, and capabilities, the possibility
of entering intc arrangements with other closely-linked departments who would be
prepared to take on accommodation functions for them, the degree of joint
cocupation with other departments sharing Lthe civil estate, and Lhe consequent
impact on ‘those departments and on PSA's capacity to provide the necessary
garvices. PSA should report back te the IDC on the cutcome of these negotiations

by end March 1946 .

10.5.4 The experiments on the radical option should be designed as far as possible
Lo shed light on possible solutions to problems in jointly occupied bulldings. Tne
case for proceeding after 1987 with the radical option will need to be considerec
in the light of the results from the experiments which we have recommended should
run for two years from April 1986, Meanwhile experience will be developing through
the process of Jjoint planning and liaison of dealing with problems on 3 nmore
orderly and rational basis and wWwith a better information base. Departmenis will
alsc be galning the experience of operating under the wider delegations proposed




ar the atandard option. Time will alsc be needed
.rapr"i.ate performance indicateors and monitoring
information to form a mare considere
tergs of value for money.

ta devise and 3ebt wup
syastems and to gather sufficient
d wview of what PR3 is actually achieving

in
That points to a break-point

in 1988 when a view will
nesd to be taken on whether or not to proceed further.




11. FINANCIAL AND MANPOWER EFFECTS OF THE PROPOSALS .

11.1 Methed of Assessing Financial Effects

11.7.1 We have examined in detail P3A's estimates of the likely financial effects
of the standard option and have approved the mwethodology used to arrive at the
flgures, No funds would actually be transferred. The necessary adjustments would
be achieved by abating PSA's Accommodation Charge to client departments. The
difference between the provision departmenta already hold to pay that charge and
the lesser amount they would have to pay once it is abated would be available to
assist in funding the new delegated functions. Departments would supplement as
appropriate within their overall provision for running costs (but see paragraph

11.7.2 belaw).,

1.T.2 The basis for estimating the extent of the abatement iz t: take PSA's
estimate of 1its likely expenditure in 1987/8 on the delegated functions and to
divide that amount pro rata to the space each client occupies on the Civil Estate.
Thiz method of apporticnment is inevitably rough and ready and there will be both
galners and Ilosera. Departments like FC0 which potentially have higher than
average works expenditure because of the nature of the buildings they occupy and a
relatively small overall provision lor accommodation may have more difficulties
than others in managing within their pro rata share of the total funds available.
There is however no other feasible method of caleulating the necessary abatement,

11.1.3 Any estimates of the extent of the abatement in 1987/8 must be provisional
at this stage. In order to advise departments of the provision they will need to
make in 1957/8 estimates PSA will recaloculate the figures in June 1986 in the light
of the most up to date information then available on previous years outturn,
provision in 1986/7 and prospective expenditure in 1987/8. However with
appropriate caveats it is possible to make a broad assessment now of the likely
order of magnitude in respect of each of the maln elements of the standard option.
The estimates (both of financial and of manpower effects) assume that all
dapartments adopt the standard option in 1987/8.

11.2 Effect of Increasing Minor Works Delegation to £5000

11.2.1 The total amount of works expenditure available for distribution by
abatement in 1987/8 (including expenditure by DEL between £1000 and £5000) is
estimated at £8.9m. This figure when divided pro rata to space ococupied (as at May
1985) gives the figures for each client shown at Annex 10.

i1.3 Effeets of incorporating DEL buildings inte PRS and delegating internal
decoration

11.3.1 Under the proposals in 8.4 no further PRS ocharges will be recovered from
departments from 1 April 1987 to fund minor works coating £1000 or lezs in
buildings covered by PSA's DEL. The departments concerned will retain these
resources (estimated at £3.8m in 1986/87) to meet the costs of these works, either
on & repayment basis from FSA or ordered direct from contractors as appropriate.

11.3.2 The eabtimated total amount of expenditure on internal decorations available
for distribution in 1987/B is £5.2m which would represent a further abatement of
some 55 pence per square metre on the basis of May 1985 areas of occupation. This
estimate is particularly susceptible to future amendment in the light of subseguent
information on outturn since the present tight pressure on PSA's provision is
likely to bear most severely on lower pricrity expenditure such as internal
decoration.




11,3.3 The combined effects of Lhe inoreased delegation on minor works and of

.:le].ep.atlng internal decorations are estimated to result in a reduction in the yield
of the administration charge made by P3A of some £3,3m, Thiz depends on an
aasumption that PSA will be able to reduce its overheads in direct proporticn to
the peduetion in its own works expenditure.

11.4 Effect of putting Minor New Work over £5000 on repayment basis

11.4.1 The proposal in 8.6 was that those categories of winor new works spacified
in Annex 5 should be commissioned by departments from PSA on a repayment Dbasis
undar which PSA would recover the actual wWorks expenditure for each job plus Lits
departmental eaxpenses. The works element of the Charge and Che associated
administration charge would be abated accordingly. The extent of the abatement
pannot readily be estimated because PSR does not at present record it= expenditure
on minor new works according to these categories, but it is possible to make a very
broad assessment.

{1.4.2 PSA's estimated total expenditure in 198T/88 on mincp new works (between
£5000 and £150,000), excluding expenditure on fgollective services® leg energy
gonservation, estates rationalisation and certain centrally funded programmes fap
particular departments) is £15.6m, Of this very roughly two thirds ar some £10m
might be attributable to categoriea of work that might be commissioned, as set outb
in Annex 5. The egquivalent abatement of the administration charge Would amount LO
£2.4m, though it can be azaumed that this amount would be recovered as departmental
gxpenses within the repayment system,

11.5 Combined financial effect of delegations under standard option

b s | The total eatimated amount therefore of the avatements in 1987 /8L
attributable to the standard option is £29.8m (this excludes the L£3.8m [or DEL
buildings referred to 11.3.1 above, which {g common te all opticnal, The estimated
amounts for each client department are shown at Annex 10,

11.5.2 The initial PESC transfers (for the first minor Works delegation of E500
and the subsequent uplift to £1000) totalled g32.5m at 1987/8 pricea. With this
further transfer by abatement PSA will in effect have transferred some EGE2.:3m in
all by 1987/8, leaving it with an gstimated provision for retained expenditure on
paintenance and minor new works (excluding collective services) of E70.4m.

11,6 Manpower effect of standard opticn

11.6.1 The proposed reduction in PSA expenditure under Lhe gtandard option amounts
to some E£13.2m at 1985/86 prices, {(The transfer ol minor new Works to a repaymant
basis should be manpower neutral and is theraelfore sicluded). P3A's best

of the corresponding reduction in iLs 1985 /86 manpower complement is some §1 posts.
The recruitment positlon for profesaional and technical staff has been uncertaln,
and It cannot be presumed that staff will be available fer transier.

11,5.2 Departments will need to consider what bids if any they would wish to make
to Treasury on account of their assessment of additional manpower requirements in
gonsequence of the proposals in this report. We do however note that there are 47
PAS clients in all. In practice individual departments are unlikely to prevail by
praying in aid of any manpower bids a rotional share of such limited reductiona in
FSA's overall complement.

11.6.3 The manpower effects on client departments cannot be eatimated. The effect
will be incremental since the functiona are already being discharged albeit AL a
much lower volume (negligible in the case of internal decoration), Each department
will have to form its own assessament and much will depend ©n how the [unctions are




to be organised as between central accommodation seotions and loecal offices. It
does however seem inevitable that, particularly when taken with the nee-‘u
implement the action plans arising from the MDR, increaaing pressure will be pu n
existing staff working on accommodation within departments, and that this will bear
particularly hard aon those departments with limited overall manpower resources,
although such is the general tightness of present manpower ceilings that even in
larger departments the scope lor amelioration is likely to be very limited.

11.6,4 Some relief may be obtalned if our preposals on joint planning and llaison
and the combined effect of our proposals as a whole succeed in reducing Criction
and lessening operational losses due to delays and inefficiencies in the present
syatem. However there will also be a significant manpower input in setting up the
new arrangementa, Overall our Judgment is that the manpower respurces 1in
departments devoted to accommodation are likely as a result of these proposals to
inorease by more than the projected reduction in PSA's manpower. The general view
of the Committee is that this should not of itselfl rule out moving anead with the
proposals in 1587/8 since we note that the MDR has already recommended that a
higher priority should be given to accommodation. We are however concerned that
the manpowsr effects should be alosely monitored (see our recommendations in

Section 12).

11.7 FEroblems of funding

i e | We have already noted that the method of financing the Changes we nave
proposed will produce socme galners and some losera = to what exitent wWe cannot
gssess =ince PSA cannot predict what 1ts expenditure would have Dbeen on each
individual department's cccupaticona. However those of us who represent client
departments and PSA itself feel bound to draw attention to our atrongly held wviaw
that tne overall provision made Ffor works services ls at present gariously
underfunded, a5 1llustrated by PSA's persistent bagklog of expenditure on
maintenance, and its limited provision for minor new works.

11T 2 Qur proposals will simply transfer PSA's level of [funding to client
departments. Whilat there may bhe acops for obtaining better value for money on
minor works which will in future be untied from PSA most of us do rot expect this
to suffice to remedy the overall deficiemcy in funding, which we consider to be
evidenced by the poor condition of many of our offices. whilst the greater measure
aof finanoial responsibility we have proposed will enable departments [0 a3sess
priorities within their overall running <¢osts and, if they judge it appropriate, to
devate more resources to accommodation, we are bound to note that overall running
costs are themselves being subjected to progressively tighter restraints, and that
the degree of flexibility may therefore in practice be seriously limited for many
departments.

11.7.3 Some of us think that it is a likely consequence of our proposals that
government expenditure on minor works as a whole will ingrease, as any overall
underfunding is remedied by supplementing from other departmental funds.

11.7.4 An alternative solution would have been to remedy any underfunding by
granting greater provision to PSA to continue with its existing central functicns.
Dne test of the success or otherwise of our proposals must necessarily be whether
in the event departments succeed in obtaining better value for money by achieving a
higher wolume of cutput for their delegated expenditure. Such assessments are not
geasily made, but we make some suggestions in section 12 on possible ways of
monitoring the effects of our proposals.




@ . review v MowrToRING

12,1 Ministerial Requirements for Policy Evaluation

12.1.1 Hinlsters collectively have ruled that new policy proposals or reviews when
existing policies are being reassessed should contain appropriate proposals for
means whereby their effectivenesas can be evaluated.

12,1.2 They have decided that it should be clear what is to be achieved, by when
and at what cost, and how this achievement is to be measured. This means that
arrangements must be made at the start to set up suitable performance indicators
against which the policy can subsequently be asaessed.

12,2 Deflining What is to be Achieved

12.2.1 Policy evaluation is rarely easy. Much depends con making the initial
objectives as clear as possible., This is particularly difficult in the area which
this report deals with because we are concerned with what is a support functicon fTor
departments ancillary te their maln operaticnal objectives, but a main function for
P3A. Drawing from our analysis of the issues in the preceding 3ections the
following main cbjectives emerge:

a. that PSA should be better able with the assistance of departments to
discharge its objlectives of providing economically and efficiantly for the
present and planned future needs of clients and reducing the amount of vacant
space or the eatate to the minimum;

D. that departments should be better able with the assistance of P3A Lo
discharge their objectives of enauring that all stalflf and functions are
adequately accommodated in suitable locations with due regard to cconomy, Lo
the appropriate space standards, and to the need to provide working conditiony
conducive to the effective discharge of the department's business;

&y that both PSA and departments should Jointly ensure that Insofar as
funding constraints permit the value and operational fitness of the estate is
maintained;

d. that better walue for money should be achleved for expenditure on
aceommedation whether undertaken by FSA or by departments and coupled with
this that the resource costa of operating the new syatem should be
proporticnate to the results achieved.

12.3 Measuring Performance

12.3.1 Measurement must necessarily be by a mixture of qualitative assessment and
guantitative indiecatorsa. Some elements can be quantlified - for example the amounts
of =urplus space ldentified by departmenta through their occupation audits and
acoepted by PSA for reallocation or disposal under the criteria we have proposed,
the speed at which PSA is able to dispose or reallccate; and bthe consequant nat
reductions in the s=ize of the estate and the net financial savings achieved.
Another example would be numbers of staff engaged in PRS work during 1986/87 and in
subsequent years from 1387/B8 onwards = and similarly with eatimated administrative
eosta. Other elements can be assessad in part by sampling, for example taking an
appropriate range of proposed Wworks and assessing time, cost, and standard of work,
comparing performance by PSA in 1986/87 with performance by departments after
delegation in 1687788,




12.3.2 Most of the assessment must however be qualitative and we suggest that the
proposals we have made for joint planning and liaison provide a suitable mec izm
for PSA and departments jointly to assess the success or otherwise of what ia“ni
achieved on the ground, for each to report cantrally on thelr findings at least
onoe a year, [for an agreed assessment af axparience to date to be drawn up
subsequently between PSA and each elisnt department at Headquarters level, and for
a careful analysis of the cverall results to be reviewed by the IDC and reported
with their ccmments to Permanent Secretaries

12,4 Action Headed

12.4.,1 The proposals set out in 12.3 above are necessarily outline at thlis stage
and will need careful development before Lhey are adopted since thers will be some
resource lnput in setting them up and running them, and there are many obvious
pitfalls which need to be avoided in the process of detalled design if wvalid
results are to be obtained. We therefore recommend that if the proposals in this
report are accepted F3A, with the assistance of Treasury and MPO, should as a
matter of priority develop detalled proposals [lor appropriate parformance
indicators, monitoring and review and put Lhem to the IDC by end February with a
view to implementation on 1 April 1986.




. 13, ACTION PLAN FOR IMPLEMENTATION

Rec 23 13.1 If the proposals in this report are accepted, we suggest that the actiaor
needed to enable implementakion to take place by 1 April 1987 should be as follows:

CHOLCE OF OPTIONS

by end February 1986 any departments electing for traditional optich make
their casa to P3A;

by end March 1986, P5A reporta to IDC on outcome of negotiations;

[1Ff needed] further report by IDC to Fermanent Secretaries on any outstanding
issues.

PREPARATION OF GULDANCE

by end February 1386 FSA presents to 1DC revised draft financial procedures
for PRS to replace DAD Lr/8y;

by end March 1986 revised financial procedures issued;

by end March 1986 P5A issues revised statement of roles and responaibllitie.
under the standard option;

by 1 April 1986 PSA issues guldance for accommodation managers on carrying out
delegated works funationa:

by end June 1986 departments issue internal guidance on organisation of
delegated Cunctions;

TRAINING

by end February 1986 FSA writes to PEOs giving detalls of new training courses
on PRE and laviting nominations;

by end April 1986 rirst coursesa satart.
JOINT PLANNING AND LIAISON

by end April 19894 sub group repoprts Lo IDC on experiments with recommended
guidelines;

by end May pguidelines isswed and departmenta start Lo discuss arrangements
with FSA3

by end July firat full round of joint planning and liaiscn meetings starts
between PS3A and all client departments prior to preparation of eatimates,

by end June 198G PSA issues Lo departments provisional f(orecast
pAecommodation Charge for 1987788 as abated to take account of delegations.

ESTATES RATIONALISATION

66 Treasury and PSA present paper to IDC giving guidelines
sthods of dealing with financial disincentives Lo "losing" departments;
by &nd March 1986 guidelines issued.

MONITORING AND REVIEW

by end February 1986 PSA presents paper to IDC with detailed recommendations

for performance measures and monitoring;
by end March 1986 messures set up and monitoring




13.2 As to further development after 1987 we suggest the following:

by end February 1986 steering committee reports to IDC with detailed proposals
for expariments on radical cption and their monitoring and assassment;

by end March 1986 PSA presentz paper to IDC on the relationship between minor
works expenditure and the amounts received from departments through PR3, and
further analysing the possible alternatives to the present method of racovery;
by 1 April 1986 radical option experimenta and monitoring start:

by end April 1987 the steering committee presents its interim report to 1DC on
progress during the firat year of experiments;

by end March 198B experiments concluded;

by <nd May 1988 IDC reports to Permanent Secretaries with assessment of
experiments and FRS to date and makes recommendations on any further changes
neaeded.




. 14, SUMMARY OF CONCLUSIONS AMD RECOMMENDATIONS

For ease of reference recommendations are numbered and ¢onclusions lettered ln the
order in which they appear in the report.

THE PRESENT PRS SYSTEMS: ROLES AND RESPONSIBILITIES

(1) By end March 1986 PSA should issue statement of roles and responsibilities
along the lines of section 7, amended to take account of whatever changes to Lthe
syatem are agreed, Lo all departmental Accommodation Managers and clrculate 1t
widely within FSA {T.1.2).

MAINTENANCE AND MINOR WORKS3

{2) The present delegation for maintenance and minor new works within wnich
departments go direct to asopntractors should be increased from £1,000 to £5,000, but
retaining the present technical exolusions and the need to consult PSA on minor new
works. The new limit should be uplifted sutomatinally at appropriate intervals to
allow for inflation and PSA should agree an appropriate mechanism with Treasury
(8.3.10).

DIRECTLY EMPLOYED LABOUR (DEL)

(3) The present DEL exclusion should be removed with effect from 1 April 18987 to
permit accommodation manager3s to commission work from them on repayment Ierma
within the proposed minor works delegatlion, and to go direct to contractors where
DEL cannot undertake the required work (8.4.6).

INTERNAL DECORATION

(4) Full delegation should take place from 1 April 1987; the intervening period
should be used by PSA and departments to preparse fully; those departments who wish
to do sc and have the necessary funds baing enabled to carry ocut further schemes
during 1986/87 (8.5.4).

MINOR NEW WORKS (B.6)

(5] We recommend that the categorlies cof minor new work set out in Annex 5 should
be placed on a repayment basis frem 1 April 1687 and that the pracedures adopted
for the safety valve should be those set out in Annex b.

FUEL AND UTILITIES (8.8.4)

(6) The present system of pantralised payment of fuel and utilitles accounis DY
PS4 should be left unchanged for the Lime belng; but other means should bte sSought
of making comparable information about cost and consumption available to
departments; and the possible benefits and disbenefits af direct billing should be
ayamined further in the context of the proposed experiments on the radical optiom,

(7) As a First step, P54 should provide to departments quarterly reports of fuel
consumption for each property thay oecupy; the first reporta to be circulated in
January 1986.

(8) Departmentz should take steps to distribute improved information on
monsumption, when available, to local Accommodation Offices or other appropriale
points in their organisation; the relevant tariff information should be chtained
looally, from the District Works Office.




(9) Departments should be made aware of the specialised tariff = checking exercise
being undertaken by FSA's copnsultants, in order to avoid duplication of effort, .

(10) PSA should accord a high priority to work on the development of a more
comprehensive syatem for reporting cost, consumption and tariff information to
departments.,

(11) Departments should take steps to ensure that all staff oconcerned witn ths
management of accommodation receive adequate information, adviece and tralning on
anergy conservation measures.

(12) Departments should consider the feasibility and possible benefits of
installing water meters in properties they occupy, where this has not already been
dona .

JOINT PLANNING AND LIAISON

(13} There sheuld be a fully developed system of Joint planning and liaison
operating for all departments in time fer implementation of the proposed changes to
PRS on 1 April 1987. (8.9.4),

INFORMATION REQUIREMENTS (8.10)

(14) PSA should aim as a priority task toc develop a new electropnlc system Lo
inelude in a wniform way appropriate items from the list of minimum requlirements.
The aim should be to have this information held electronically in a uniform way no
later than 1 April 1988,

{15} In the interim PSA should make available the information in the form in uhich
it exists at preasnt with such manual collation and adaptation of [ormat as
resources permit or the resultas of the experiments on jeint planning and lalsien
suggest.

{16) In further defining the operational requirements for its new data base and
outlining its proposals FSA should maintain close liaison and consultation with our

sub=-group on information requirements at each stage of development.

VIABLE VACANT SPACE

(17) The eriteria set ocut in the Annex to our interim report should be reviewed
after they have been in operation for two years (8.11.4),

THAINING AND GUIDANCE

(18 PSR should 1issue comprehensive guldance on the conduct of all delegated
funotions by 1 April 1086 (8.12.1).

(19) The tralning programmes agreed with departments should be extended to cover
specifically the proceduras for dealing with delegated works (8.12.3),

THE OPTIONE
{a} Three option=z have been identified:

The traditional option would be the existing system of PRS as set out in
section 7. The minor works delegation would remain at its present level,
though adjusted pericdically for inflaticn, and departments taking this option
would still look to PSA for work on internal decorations exceeding £1,000,
The proposals in B.4 for incorporating buildings served by DEL intoc PRS would
apply but enly within the E1,000 limit (9.2.1).




The atandard option comprises an extended minor works delegation of up to
£5,000, commissioning PSA on repayment terms for cerlain minor ned Works,
delegating internal decoration, and the safety valve arrangements for certain
minor new works up to E25,000 (9.3.1).

The radical option would dinvolve removing the technical exclusions and
departments would be untied for maintenance up to E100,000, and for all minor
new works (up to £150,000). Departments would need to equip themselves Wwith
suffiolent Lin=house technical capacity either to instruct conaultants or gEO
direat to contractors (9.4.4).

(b) Experiments will be needed to assesa the radical optlon (9.4.6 to 9.H.10 set
out our proposed eriteria)l.

{20) The main core of experiments should start frem 1 April 1986 and should run for
a minimum of 2 years, with an interim report after the flrst year (9.h4.12).

APPLICATION OF THE OFTIONS

{21) An orderly progression of devolution which minimises inter-departmental
frictions and provides a manageable task for PSA would be besl achieved 11 ..e
presumption is that there is a general movement in 1987 onto the standard opticn.
We recognise however that the standard opltion may not be practicable Tor all.
Those departments who are considering remaining on the traditional opticn should
open discussiona with P3K forthwith. PSA should report back to the 1DC on the
outcome of the negotlations by end March 1986 (10.5.3).

(el The rcase for proceeding after 1987 with the radical option will need to be
gonsidered in the light of the results from the experiments which should run for
two years from April 1986. That points to a break point in 1988 when a view will
need to be taken on whether or not to proceed further (10.5.4).

FINANCIAL AND MANPOUWER EFFECTS OF THE FROPOSALS

(d) The necessary [inancial adjustments would be achieved by abating PSA's
Accommodation Charge.

(e} The basis for estimating the extent of the abatement is to take PSA's estimate
of its likely expenditure in 1987/88 on the delegated functlons and to divide that
amount pro rata to the apace each client occupies on the civil estale (111.2).

{r} The total estimated amount of the abatements in 1987/BB atiributable to tne
standard option is E29.8m. The estimated amounts for each client department are
shown at Annex 10 (11.5.1).

{g) PSA's best estimate of the corresponding reduction in its 1985 /86 manpower
somplement is some T7 posts. Departments will need to conaider what bids, if any,
they would wish to make to Treasury in consequence of the proposals in this report.
We do however note that there are 47 PRS clients in all (11,6,1, 11,6.2).

(h) Our Jjudgment is that the manpower resources in departments devoted to
accommodation are likely as a result of these proposals to increase by more than
the projected reduction in PSA's manpower. We note that the MDR has recommended
that higher priority should be given to accommodaticon. We are however concerned
that the manpower effecta should be closely menitored (11.0.4),

(i) Dne test of the success or otherwise of our proposals must necessarily be
whether in the event departments succeed in obtaining better value for money by
achieving a higher volume of ocutput for their delegated expenditure (11.7.4),




REVIEW AND MONITORING

(22) PSA should present detailed proposals to the IDC for performance '_nL".;ea:::-:'..
monitering and review by end February 1986 with a view to [mplementation from
1 April 1986 (12.4).

ACTION PLAN FOR THPLEMENTATIONS

(23) IP our proposals are accepted, the action plan set out in section 13 should be
adopted.
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3L, 148
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LIST OF PR3 CLIENTS
CIVIL ESTATE - DEPARTMENTAL ACCOMMODATION HOLDINGS
RECORDED AS AT 30 MAY 1985 .

AGENTS LETTING AREA - M DEPT
TOTAL AS

DEPARTMENT = . - - % OF
STORAGE SFECLALISED " I'I‘-:I'

ESTATE

OPCAD £, 120

12,886

41,101
PRIVY COD 1,428 i 1,428

FSA 262,636 | : 0 4, 35¢ J60, 384

PRO 1,520 ) 41, 380
DT&I 244,76l 4 127,558
218,531 3,705 171,233
8 117

B

SCOT OFF
CR OFF SCOT 2,987 | NIL
D REG S5C0T NIL
GEN REG SCOT 762 1,613

SC GTS AD By 713 WIL

DAL 3 257 NIL
FSA CONF : NIL 3,404

VACANT 188, 596 118, 414

TOTALS G, 587, 566 1,387,174 1,479,124




ANREX 2

SCRUTINY ON THE DISPOSAL 0OF VACANT ACCOMMODATION AND LAND - TERMS OF HEFERENCE

4., To examine PSA's current arrangements far the identification and management of
vacant or surplus land and buildings on the civil estate; to examine the criteria
used to decide whether land and buildings not in current use should be disposed of
or might reascnably continue to be held pending dlmminent redevelopment op
reallocation; to identify any shortoomings; and to make recommendations on how
policies and procedures should be revised to make a more effective contribution to
reducing the size and coat of the estate.

B. To examine P5A's procedures for the disposal of surplus land and buildings an
the Civil and Defence Estates in the UK} to identify any shortcomings: and te make
recommendations for improvement.




MINTSTER

Secretary of State for
the Brvircrment.

Minister of Agriculture,
Fisheries and Food

Secretary of State
for Defence

Secretary of State
for Energy

Homa Secretary

Searetary of Stata

Secretary of State
for Scotland

ENAELING EMACTMENTS

Camissiconers of Workes Act 1852 5.2
Town and Comntry Planning Act 1971 5,113
Courta Act 1971 a.28

Comunity Land Act 1975 &.37

Ancient Monmenta and Archaeological
Areas Act 1979 ss. 10, 11, 15 and 16

Matiomal Parks and Accesas to the
Countryside Act 1949 s.14

Historic Building= and fnoient Monuments

Act 1953 8.5
Lard Comission (Dissolution) Aot 1971
5.3(2)

Ministry of Agrimulture and Fisheries
Aot 1919 8,1(2)

Agriculture kot 1947 ss.82, 83, OM
86, 88, €9 and 103

Agriculture Aot 1967 =.24

Agriculture Aot 1970 8,55

Forestry Act 1967 ss8.39(1) and U0
ard Schedules 4 and §

Countryside Act 1968 aa,23(3)
arel 24(2)

Varicus Defence Acts and Military
Lards Acts
Defence (Transport of Functions)
£ 1964

Land Powers (Defence) kot 1958 5.13

Prizsons Act 1952 5.30
Looal Employment Ackt 1972
5.501){a)

A wide rarge oovering all the
purposes mentioned in the next oolum

PIRPOGES (F ACQUIEITION

Land "for the public service'
plim certain lands which could
seraibly be acquired with auch
larnd and land for certain
intsrmational bodies

Other purposes implicit in
titles of enabling enactments

Agricultural use (including
letting land for such use).
Agriculture ressarch, planing
land at the disposal on the
Forestry Commissicn for [orestey,
arrl amall holdings

Forestry and the provision of
toorist, recreational and
sporting facllities and (in
Frgland and Wales only) Lud
which ought to be used for
planting trees in the interest of
amenity

Defenoe of the Healm

Construction of oll storege
installations essential 1o
defence of the Reglm

Prisons and accommdaticon
prison officers

Building factories for
povision of jobs

Ancient monments, trunk rosos
and mobtorways, offshore petroleum
developrent, taking proparties in
lieu of death duties, harbours,
resaarch, agriculture (including
erofts and smll holdings),
forestry, civil defence, health
and prisons




MINTSTER ENAELING EMACTMENTS PURFOSES (F ACQUISTTION &

Sanretary of State Mational Health Service Act 1977 5.87 The Mational Health Serviee
for Social Services

Secretary of Stata Clvil Aviation Act 1649 =5.16 and 23 ferodranes
for Transport

Highways Aot 1950 Fart X Trmk roads and motorwWeys
Higlways Act. 1951 Part 111

Secretary of State A wide range covering all the Bealth, education, plang
for Wales purposes mentionsd in the mext agriculture, transport,
colum moreEments




ANNEX 4
EXTAACT FROM TREASURY PAPER PESC (85) 27
INDIVIDUALLY ASSESSED RENTS

N The decision to continue to use assessed rather than actual rents has been
taken by Ministers. The Segretary of State for the Environment's letter
of B Detober 1984 explained the basis for the decision, The purpose of charging
rents to departments is to indicate the true cost of the accommodation they use.
Departments need to know the true cost of the accommodation they cccupy in order to
use it efficiently and to teke properly informed decisions in relation to changes
to their requirements. The true coat of departments using accommodation iz the
alternative use roregone (the opportunity coat) and this can be measured by the
assessed open market rent. If the accommodation was not occupied by the
departments PSA might be able to dispose of it or alternatively reallocate it Lo
ancther department occupying a building on which a higher actual rental iz being
paid allowing that building to be given up. In general, bLhis opportunity cosk can
be measured by the rent at which a willing tenant would lease the accommodation
from a Wwilling landlord on the open market, TRents actually paid by PSA would not
normally reflect the true cost of using the accommodation. This is mot obviously
seen where departments occupy buildings owned freehold by the Crown: 1if departments
wers allowed to occupy these without paying any rent to FSA, Jjust because P3A paid
not rent themselves, then the coata to the Exchequer of not being able Lo dispose
of the buildings through sale would not be reflected anywhere in Lhe system. Tt ias
true that in some instances even rents based on open market values may not reflect
the full opportunity cost, ie where the site could be developed or there could be a
change of use, 0On the other hand such potential is rarely taken into accocunt by
aommercial landlords in setting their own rents either. It would also be virtually
imposaible to quantify that potential., What is clear ism that rents based on open

market valuations are a much better approximation to the true economic costs than
the renta (if any) that PSA actually pay themselves.

8. There are also practical considerations. If opportunity costs rents were not
charged a department occupying a freehold or a lease with a historically low rent
would be faced with a subatantial inerease in charges for which Lt would have no
provision if for operational or other reasons it moved to a building where a
current market rent was payable. Horeover since negotiations over renbl reviews in
the market are frequently prolonged ineluding possible reference to arbitration, of
gncertain duration and uncertain results departments would risk being faced with
in-year inoreases in rents for which no provision had previously been made in
estimates. It should be noted that where Management Cost Accounting has been
developed in the private sector to take account of the cost of accommodation the
general practice is to charge out the market value.

9. Ministers have also accepted that in order to accommodate the staged review of
vocupations (see paragraph 6) within the PES cycle it willl be necessary to make
annual adjustments to rents in the yeras between each guinquennial review (tLhe
Secretary of State for the Environment's letter of 11 April 1985 refers), The
amount of each annual increase within the five year oycle will be based on the
forecast GDP deflator (as discussed earlier thia year in the Inter-departmental
Committee of the PRS (IDC). If market rents move ahead f[aster than this
departments will be faced with above average increases when Lhe formal five yearly
reviewas are carried out. But il market renta inerease at a slower pace there will
be a correspondingly lower increase (or poassibly in some cases a reducticn) when
the formal review is due.




COMMISSIONING OF PART I1 WORKS
Not all Part II works will be open for commissioning from PSA. PSA
will continue to have financlial responsibility fer various typea of

uorka{nhierly thore affecting the nature and structure of the holding.

Departmenta might commission the Mollowing types of work:

Internal partitioning

Fitting of new Iinternal doora
Wiring work associated with partitioning éte includinzg installation

of new elenctrical socketa
Inatallation of water meters

Docupational and fitting out workas for agreed new occupations

General refurbishment

provided that no part of the work fell into the excluded categoriea

below.

Work for which PSA will retaln Cinancial responaibility.

Any work the responaibility of the landlord, adjoining landowner,

local authority or atatutory undertaker.

Any work requiring planning permission under the Town and Ceuntry
Planning Acts but not work regquiring bullding regulations or liated

building consent.

Any other work that would alter the size of the holding.
The ereation of new car parking apaces

The creation of new accesa to the site or bullding

(1)




Rooling

Demolition of any external or load bearing wall

The 1installation, alteration, replacement or renewal of mechanieal

and eleetrical plant, heating and hot water applicances, lifta, 1ifting

appliances, alarmns, air conditioning units, window cleaning access

equipment, mechanically operated doors ete,

Major rewlring (=.g. of whole bullding)

Installatien of fire fighting equipment

Installation of connection to publie utility services ({other than

water meters)

Installation of sewage treatment plans, septic tanks ete

Major replumbing works and works to install or remove sanitary

facilities.




SAFETY VALVE

Introduction

1. These procedures apply only to Part II aservices. Their aim is
to allow departmenta to dispense with the requirement to commission
PSA where they consider, after due investigation, that PSA's proposals
will take toco long to implement or ecost too much. The uppar limit

will be £25,000 index-linked.

2. Where a departwent has reservationa about the timetable or order
ol ooat offered by PSA, it should seek to resclve these in Jjoint
discussion at working level, The aim should be to reach a view within

3 weeks,

3. Both sides in the dialecgue should identify and agree upon the
precise requirements, the specification and the major components af
PSA's timetable (including any constraints imposed by tha need to
obtain landlord's consent), and estimate for the task, including
works and resource costa. PSA must draw the client department's
attention to health and safety and legal requirements or lease condi-

tionz, to any appropriate technical, design cor value [or money factors

and to an¥ relevant constralnts implied by cantr:étuul procedures and

proprieties.

RESPONSIBILITIES AND DELEGATION

§, The aim should be to reach agreement between the eclient and PSA

on:

FSA carrying out the scheme to the original timetable and
specilfication, subject to any agreed amendmonts

PSA carrying out a scheme to a faster timetable, or at

lower cost

the client department proceeding independently of PFSA




G Apreement LO {z) may only be reached after discu=sion betwoen

psA Replicnal Dircctor and the clicnt's roprecentative at not loss

than Grade & level,

6. It is open to P3A and the client (as defined 1in para 5) to

agree that En= client nay procced independantly. In such cases Lhe
eliont should be urged (but cannobt be required) to obtain egatimates
of time and cost fram consultants ef standing. Responuibility for
the project will rest with the client, bho PSA gxoprcloing only 1kEs
pesponsibility as "landlord” to ensure bLhat the tuilding 1is nut

affected structurally.

T If agreement canndt be reached (for example, i the PSA beliave
that the propoaed work will break lesse conditions or alffect ad-

versely other projectc) the client © partments reprasentative and
the P5A Regional Director will refe’ Lhe iszue to kheir respective

Headquarters (to DCA in the PSA case) #ith reasons for the conllict.

8, If the conflict cannot be regolved at HQ within 2 weeks of
notification the elient ywill be free to proceed without the agreement

of PSA, but must take full responsibility for the conaequences.

GENERAL

9. Where agreement is reached at Regional level to allow a client
to proceed independently, the P3A Regional Director should notifly
DCA after agreenent is reached, and give brief details so that the

overall operation of the safely valve can be monitored.

10. The safety valve is to be pperated with common sense and
diseretion. Unreasonable refusal by P3A, or indiscriminate insis-

tence on its use by clients will invalidate the intention of provid=-
ing for smoother operation of PRS and lead to disproportionate

administrative costs.




.CRITERIA FOR ACCEPTANCE OF VACANT SFACE AS VIABLE

1. Space of any size will be accepted as viable if it comprises
an entire holding in itself or if it comprises a department's

entire occcupation within a helding.

2. pffice and Storage space of more than 350m2 which ceonstitutes
a single unit will be accepted as viable provided that there are
no security or access constraints to prevent reallocation,

3. Office and Storage space of less than ISDmI which does not

comprise an entire holding in itself or a department's entire
occupation within a holding will be accepted as viable if there
are no legal constraints to disposal and if the estate surveyor :s

satisfied that there are realistic prospects for reallocation.

4. Vacant space within a specialised holding will only be accerted
as viable if it comprises a department's entire occupation within
that holding or if the estate surveyor is satisfied that there are
realistic prospects for disposal or reallocation.

5 Space will not be accepted as viable if none of the criteriz

set out above are met.

6. Space which is not currently viable may hovever he accented
as such subsequently if and when agreement has been reached between
pSA and the departments concerned on a scheme of estate rational-

izsation,

7. Where a departmaent wishes PSA to held vacant space in a
specific building for a future operational requirement and that
space could otherwise have been disposed of or reallocated the
department will be required to pay the normal accommodation charge
under PRS.




8. #here a new occupation has been provided by FSA on a lnnq-te:.

basis with the consent of the client dapartment and to an agreed
space requirement ard the department subseguently decides after

pSA has incurred the lLizbility that it has overestimated its
requirement or no longer has a requirement then the excess space
should be notified as vacant to P3A. PSA will show it as such in
its returns on vacant 2pace and be required to dispose or reallocate
as scon as practicable but the department will be required to pay
the accommocdation charge until such time as PSA disposes or
reallocates or a period of 5 years has elapsed from the date of
cccupation (or where a department does not in the event occupy,

from the date when it was offered for occupation) whichever comes

first.
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PROBLEMS WITH APPLICATION OF THE OPTIONS:
POSSIBLE SCENARIODS
CASE A

DHSS have a local office shared with Inland Revenue and MSC. Inland hevenue have
takan on the standard option, DHSS the radical and MSC is a repayment client With a
formal "Memorandum of Terms®™ (MOT) governing the services provided for it by PSA.
MSC in fact has the largest ALA in the property, but IR is the major occupier under
PRS, [DHSS wishes to renovalte the lifts, refurbish toilets and replace the antigue
bollers with a more efficlent heating aystem. Under their "radical option"
agreement with PSA they are entitled to undertake the uJork. Landlord's consent is
needed which PSA must obtain. However the work (estimated cost £6C,000) will
benefit all occupants, and prima facie DHSS would eXpect proportional financial
econtributions.

Questions

What rights do IR and MSC have in respect of DH35's proposals? What happens if MSC
sticks by the letter of ita MOT under which works services are Lo be provided by
FSA on repayment terms as commissioned by MSC a&nd not otherwise? Or if MSC
consents Lo the works but refuses bto contribute? Or if IR agrees in pringciple to
the works, but then turns to PSA as thess are excluded works to find that P3A
cannot give the work sufficient pricrity for the limited funds available? Who is
responsible for resclving such dilemmas and at what level do wa expect agreement to
be reached between the parties after what eéxpenditure of staff time and effort?

Comment

PSA in this scenario has the reaponsibllity of cbtaining the landlerd's consent and
of advising IR on the technical aspects ol the proposals, It does not advise DHSS
wha it i= assumed have thelr own source of technical adwice. It alsoc acks as agentl
For MSC. It has an interest in a solution which satisfies all parties and benefits
the property but has no command over the overall funding and no meana of enforcing
any deciaions on the partles, DHSS as the initiator of the proposal might be
expected to take on the role of co-ordinating and cajoling, but it too will be
unable to enferce agreement other than at the expense oI WAlVing any financial
contributions.

CASE B

The same local office but the property is now freehold and DHSS is the major
occupier. IR are concerned about a leaking roof which has rendered a number of its
offices non-operational. 1t turns to PSA who advise that tempoary patehing is not
likely to solve the problem, the whole roof needs replacing with attendant wark to
the guttering. DHSS has delegated powers which would enable it to deal with the
roof repair works (at an estimated £20,000). PSA can provide a finanecial
contribution but only proportional to the IR occupation. DHSS is however reluctant
to undertake the works since it is correctly advised that its own offices on the
lower Floors and annex are unaffected by the leaking roof which is causing 3uch
concern to IR. MSC are similarly unaffected.




Commrrt:

PSA here has an additional c¢oncern to maintain the value of a Crown building. Its
responaibilities as property manager and adviser to IR elash with i
responsibilities as agent for MSC and with DHS55's delegated powers on maintenances
There is an obvious resclution whereby PSA foots the whole bill, but what of DHSS's
obligations as "major occupler® (and remember that MSC does in fact atill have the

largest floor area)?
CASE C

Same local office but now department x (on the traditional option) is the "major
occupier®. This time the water penetration 13 caused by x having omitted to
discharge its obligation to clear the gutters of the usual autumn collection of
fallen leaves. The DH3S3 offlces in the annexe are inundated, and substantial
redecoration and refurbishment is reguired. DHSS has the power to do all the
necessary work but requires a contribution from x. X sees the moral justification
for a contribution but has no spare funds left within its exiguous cash limit.

Comment

PEA has no works locus at all in this case. As property manager it is concernea ac
X's default but ocannot impose on it compensation for DHSS. It holds no funds
itsell to cover the worka. DHES has me redress and no alternative but to foot the
bill,

CASE D

Inland Hevenue is planning a rationalisation ef two local offices intoc one. The
chosen office is operationally preferable and will yield significant PRS savings
over and above the aneillary works cocsts. PSA is in full support since there is an
opportunity to dispose of the other holding. However the cheosen office has needed
Part II works for some time and the IR staflf =ide are insisting that the work
should now be done before the move takes place. IR have the powers to commission
PSA on repayment terms, but have noted that DHSS is an existing minor occupler and
are advised by PSA that the most coat-affective solution which would minimise the
works bill to IR would be total refurbishwent of the whole office under one
contract let by PSA. DHSS welcome the proapect of refurbishment (their stafl side
has alzso been agitating) but take a stand in prineiple that they can get the work
done more cheaply without using PSA. IR accept PS5A advice and are reluctant to
invoke the safety valve. Stalemate.

Commeant

Two poasible resclutions here. IR can go ahead with a partial refurbishment
excluding DHSE - patently uneconomic or invoke the safety valve. Alternatively PSA
could submit to the DHSS pressure and advise IR to let DHSS handle the work. but
FSA would be chary about the precedent attached to such ad hot deals, and it would
be unlikely toc concede without taking the issue to a higher management level.

CASE E

For this case the assumption is that there are only twe options, standard and
traditional. In the jointly occupied office department x on the traditional option
iz the major occupier sharing with Customs and Excise, which has elected for the
atandard option. CEZE want to rationalise and refurbish their cccupaticn
concentrating their staff on two insted of three floors. Some minor repartitioning
and internal redecoration is involved which C&E is able to do itself within its
delegation. Department X could with advantage take over the vacated floor to
relieve overcrowding. This would enable PSA to accept the vacant space (which ia
le=ss than 350m33 back from C&E and CLE to reduce its PRS bill, thus helping to




whole was redecorated under the one contract. However department X cannot get

own staff in to the vacated floor without mome repartitioning whiech will take

it well beyond its £1,000 delegaticn, nor can it c¢ontemplate either Lhe overall

redecoration of its entire occupation or even fund the redecoration of the one

floor it hopes to take over. P3A has no funds available to assist department x.
C&E are therafore affectively blocked.

+ irfaet its works coats in part. The unit cost would also be lower if the office as

Coament
—_—

This is a problem of funding, but it is also a problem of 3scopa. A department
which c¢hooses the traditional option will by definitien be less equipped to
participate in joint initiatives than one which takes the standard option, and PSA
Wwill risk being in the invidious position of hindering the Intent of the wider
delegation given under the standard option because its own limited residual funds
will have to be preserved for priority works. It will not have the access to
additional funds wnich a standard optlon department will have by viring from within
itz overall running coats.

General Comments

These scenarics are imaginary, but experience of the friction within the existing
aystem suggests that they are by no means unrealistic. Whilst joint planning and
liaison should certainly help to improve relationships at local level bebuween PSA
and each individual eclient it is nevertheless a fact of life that departments tend
ko be very mueh guided by their financial Interests and their own internal polieies
- PSA is no exeception - and therefore 1t would be unrealistic to assume that all
these problems will simply be waved away., Similarly although there are supposed to
be committees in JOBs in which all occupying departments are represented 1t should
pot be assumed that this mechaniam - which is basically a low-level consultative
forum - will readily cope with potential inter-departmental disputes, particularly
when funding is at issue.
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