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	Abstract

	This guidance sets out the internal Partnerships for Schools (PfS) approvals process and responsibilities for review of Final Business Case (FBC) submissions from local authorities. It seeks to clarify and develop existing practice to give clear guidance on when and how FBC submissions should be made and how they will be processed by PfS and the Department for Children, Schools and Families (DCSF).



Final Business Case: Approval process

1. Background

Whilst there is a clear process in place for the submission and approval of an Outline Business Case (OBC), the procedures for the submission of a Final Business Case (FBC) are less well defined. The FBC Guidance (published on the PfS Website: January 2007) gives clear information on content and there is an FBC Checklist published by the DCSF. This approval process completes the guidance for local authorities and PfS Project Directors on the submission of FBCs.
2. Proposals

The FBC is confirmation of the positions achieved from the Official Journal of the European Union (OJEU) stage through to close, and a description of the impacts and benefits of changed positions such as acceptance by local stakeholders. It describes the agreements being signed and unlike the OBC does not set out proposals for future development processes. It does however set out in detail how development processes will be delivered, including resource structures for both the Local Education Partnership (LEO) and the local authority. 
The FBC defines the procurement result as it was agreed at competitive dialogue stage between the negotiating parties. Because of this, much of the focus when reviewing the FBC is in tracking both the integrity of the procurement process and the differences between the agreed positions at FBC and the intended positions described at the OBC approval stage.  In this regard, the FBC is akin to an audit check where points of difference may be subject to scrutiny and changes from proposed process may be challenged.
PfS’ role in approving the FBC need not therefore involve a rigorous Peer Review. The elements of the FBC will be well known to the multi-disciplinary team (MDT), particularly the Commercial Team and the PfS Project Director (PD). 

The proposals set out in the following section are designed to capture and enhance current best practice.  They describe:
· A streamlined approach, typically requiring 3-6 weeks scrutiny by the PfS Approvals Team.
· Clarification for local authorities regarding expectations, roles and timescales in the approvals process.
· A clear audit trail for the identification of issues at each stage of the process. This will provide an opportunity for PfS and DCSF to monitor trends in the quality of business cases and should support the move to a quality assurance-based approach. This will also improve accountability for the quality of business cases within PfS.
· The opportunity to build trust between the parties approving the business case as they will better understand the context within which they operate.

3. Final Business Case approval process 
The following sections outline the key principles of the proposed process for the approval of FBCs. 
It should be noted that the only contract derogations to be outstanding at FBC are those identified as permitted at this stage in the PfS Derogations Guidance. These must be submitted in final form or the FBC will be rejected. All other derogations should have been agreed prior to close of dialogue. The principle as to what classes of derogation are permitted at this stage will be equally applicable to the local authority’s bespoke contracts, such as for Facilities Management, as well as PfS Standard Form Contracts.
It is important that local authorities understand PfS’ FBC requirements as early as possible in the process. These include a schedule of core, non-negotiable issues and will be accompanied by clear guidance on the stages at which local authorities should expect to receive feedback from PfS/DCSF on the approval of their FBCs. 
In addition, it will be essential that PfS effectively manages the pipeline of business cases and works to clear timetables with DCSF, Her Majesty’s Treasury (HMT) and other parties. At the outset it is important to make the PfS PD aware of the timeline when the local authority plans to submit its FBC. This will enable the pipeline of approvals to be effectively managed across the programme.
The key stages in the revised process are as follows:
· Step 1: The PfS multi-Disciplinary team agrees that the business case is ready for submission 
The purpose of this step is for the local authority to submit its FBC and for the PfS PD to agree with their Regional Operational Director (ROD) and MDT that the FBC reflects the original educational transformation strategy and  is ready to be submitted to the formal approval process:
· Before submitting the FBC, the local authority should undertake a self-evaluation exercise as part of its own Quality Assurance (QA) procedures.  The FBC checklist should be used to complete this exercise and the findings shared with the PfS PD.

· Once satisfied that the FBC is robust and complete, the local authority should submit it to the PfS PD, together with a list of any outstanding issues, if any, and a timeline for their resolution.  It is understood that final financial and technical cost data cannot always be included before submission of the FBC. However, the PfS PD should manage the process with the local authority so that submission to PfS is as close to ‘Close’ as is reasonably possible (six weeks).
· The PfS PD reviews the FBC documentation and assesses it by reference to the DCSF checklist. During this process the PD will consult with relevant members of the MDT to ensure that the FBC is accurate and that outstanding issues are agreed.  
· The PfS PD will provide informal feedback to the local authority on their list of outstanding issues and any additional ones that PfS have identified, in particular those on which the authority should focus its efforts. These will be the issues that are most likely to delay approval of the FBC if they have not been addressed.

· Once the PD and MDT are satisfied that the FBC is within four weeks of being ready for final approval, and the project is within six weeks of Close, the approval of the ROD to submit it for external review is then sought. The ROD must be satisfied that the FBC is robust and complete before approving submission and the decision that the FBC is ready to go forward for approval is solely that of the ROD.
· Step 2.  Submission to PfS Review Team
· The DCSF Checklist will be updated by the PD and checked by the ROD before submission.  
· The FBC will be updated by the local authority, with assistance from the PD, before submission.

· A complete set of FBC documents together with the DCSF checklist and a list of recommended Conditions Precedent (CPs) will be submitted to the PfS Strategic Director: Approvals.
· A PfS review covering Compliance and Financial elements of the FBC will take place. There will be no further review and, once all issues raised have been resolved, including the agreement of all derogations, approval can be given.

· Step 3. External Sampling
· External Sampling may be undertaken by DCSF Consultants.

· It is anticipated that this will involve the sampling of one in four FBCs including all First Wave FBCs.
· When arrangements for external sampling have been finlaised this guidance will be updated.
· Step 4. Promissory Note

· The promissory note is issued to PfS and includes any CPs agreed by PfS, DCSF and HMT where appropriate. The PfS PD and Commercial Manager will need to consider any project specific CPs that will need to be agreed with DCSF and incorporated into the standard form promissory note. Please note stipulations in respect of contract management
· It is the responsibility of the Commercial Manager to hold the promissory note until satisfied that all Derogations have been agreed and that all other requirements have been met. The release of the promissory note signifies that the DCSF is committed to funding the project and will issue a Credit Approval letter if all the CPs have been satisfied. It is usually a funder requirement that the promissory note has been issued prior to financial close and in any event a local authority will not want to enter into any of the Project Documents until it has a clear commitment from DCSF to fund the project. 

· PfS will inform the Department of Communities and Local Government (DCLG) of the allocation of Private Finance Initiative (PFI) Credits and copy to DCSF.
· When Financial Close has been achieved the local authority must then confirm in writing to DCSF that it has taken place.  Within four weeks of financial close the local authority must provide, for PfS’ Commercial Team records, final signed versions of all the relevant documentation (including the project agreement) along with completed financial and technical cost pro-formas.  Any project specific CPs must also be satisfied. When the local authority has satisfied these requirements, DCSF can issue the Credit Approval letter. The local authority will not receive any funding (unless pre-agreed by DCSF and PfS) prior to the issuing of the Credit Approval letter.

4. Documentation of approvals decisions

· The DCSF now assumes that FBCs received from PfS are satisfactory if PfS has not flagged up any significant issues. Therefore, DCSF is moving to a QA process of ‘checking the checkers’ and only using spot checks. Instead the focus is on reviewing on an exception basis any issues raised by PfS.  In order to reach this state there must be confidence in the judgements of the PfS PD, CM and ROD that the FBC is robust and compliant.
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