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1.
introduction

AMA has published a wide range of reports covering building products and furnishings, building contracting and support services and issues such as PFI and Sustainable Energy etc.

This report is the 4th edition of AMA’s report on the ‘UK Facilities Management Outsourcing Market’.  Within the context of this report, FM is defined as the outsourced management and delivery of 'non-core' services.  Within the definition of this report, providers of FM services fall into two broad categories:

· Total Facilities Management (TFM) providers that undertake contract management and which also procure, manage and/or deliver facilities services.

· Contractors that undertake 'bundled' or 'one stop' multi-service contracting, but do not typically manage FM contracts.

There is no clearly defined 'FM industry', with contractors and users incorporating a wide range of services within individual contracts.  As a result, estimates of market size vary considerably according to individual interpretation, but this report focuses on multi-service or integrated contracts.

Information in the report is obtained from a wide range of data sources including government, trade press, company accounts, literature, and a range of interviews with companies involved in all aspects of the industry - contractors, end-users, material and equipment suppliers, etc.

2.
SUMMARY

Since the early 1990’s there has been substantial growth in corporations and public sector organisations outsourcing peripheral, non-core functions, with the aim of reducing labour costs and management time on low-priority areas. Other objectives have been to improve the quality of service through using providers specialising in the management of ‘non-core’ service provision and the delivery of these services. The main element as regards to facilities management (FM) outsourcing has been the trend towards or 'bundled' service delivery and ultimately Total Facilities Management (TFM).

FM outsourcing experienced rapid growth during the 1990s and early 2000s, exceeding the average GDP growth rate in the UK economy, underpinned by a buoyant corporate sector and the emergence of Public Private Partnerships (PPP), in particular the Private Finance Initiative (PFI). This report focuses on the market for outsourced 'bundled' services and TFM. Within the context of this definition, it is estimated that in 2003 the market for outsourced FM services was worth around £11.9bn, and is expected to show steady underlying growth over the subsequent 4 years, as illustrated below.

Chart 1: UK FM Outsourcing Market at Current Prices
1998 – 2007
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The key market drivers have been:

· Underlying growth in GDP.

· Government commitment to increases in spending on health, education, transport and other infrastructure.

· Developing PPPs, resulting in increases in longer-term and higher-value contracts.

· Increasing levels of outsourcing in both the public and private sectors, with emphasis on growth in the utilities, healthcare and education sectors.

· Trend away from single service to higher-value TFM contracting.

· Increased levels of outsourcing in the corporate sector combined with diversification and consequently increased added value.

In certain end-user sectors, the market potential for outsourcing ‘non-core’ services is mature e.g. specifically the corporate sector, whereby intense competition has resulted in decreasing margins. It is anticipated that over the next 2 - 3 years growth rates in the corporate sector will be limited, as major client companies in key sectors –e.g. financial services and TMT – rationalises their property portfolios and service requirements, due to the impact of recession in these markets and the resultant increase in office vacancy levels.

In certain areas of the public sector – e.g. Government offices - it is expected that overall growth rates will be partly constrained where outsourced support services contracts are consolidated under large TFM ‘one stop shop’ contracts. Examples of this include the PRIME contract between the Department of Works and Pensions and Land Securities Trillium, the STEPS contract between the Inland Revenue/HM Customs and Excise and the Mapeley consortium and the PRIME Contracting initiative adopted by the Ministry of Defence. 

To a large extent, the key factor underpinning demand for FM outsourcing in the public sector has been the Government’s drive to upgrade and improve accommodation and related service provision through PPP DBFO (Design Build Finance Operate) contracting. This has been particularly prevalent in the schools and acute hospital sectors where PFI has been the main procurement tool. Elsewhere, the massive single living accommodation (SLA) programme being overseen by the MoD’s Defence Estates involved the upgrading of outmoded facilities plus the provision of support services.

Over the medium term, the PFI schools PFI hospitals and PPP defence sectors will continue to remain the core areas of growth for FM. However, FM output is also expected to increase as concessions are rolled out under other PPP programmes. Within the NHS sector these are principally the Local Improvement Finance Trust (LIFT), the ProCure21 and the Independent Sector-Treatment Centres (ISTC) initiatives. With the Government’s recent decision to confine to use of PFI to schemes with capital values of £20m+, it is anticipated there will be significant demand for FM in the primary care sector. While PFI has mainly been focused on larger acute hospital schemes, the other schemes have been developed to alleviate pressures on acute hospitals by transferring certain operations to the primary care sector. Unlike the Major PFI acute hospital programme, the time between building completion and the start of FM concessions will be much shorter. 

The change in Government policy re: the £20m cut-off point for PFI contracts will also have an impact on other areas of the public sector, notably magistrates courts, the police service, the fire & rescue service and the leisure & cultural sector. Under PFI, there has been some recent growth in FM contracting through DBFO arrangements. However, because most projects to date have had capital values of less than £20m there will be some significant changes in procurement. Either there will be a need to batch different schemes together under larger PFI contracts or other types of PPP procurement will need to be used, such as the NHS LIFT model. However, this will not affect schemes that have already been endorsed. Over the medium term, FM outsourcing in these sector will grow due to the increased number of DBFO projects that are due to come on-stream over the next few years, particularly in the local authority leisure and emergency services sectors. 

In terms of market structure, it is anticipated that recent trends towards consolidation among existing companies and market entry will continue over the next few years. As FM contracts within the public and corporate sectors become larger - encompassing increasingly diverse multi-disciplinary services- only the larger FM companies will have the capacities to be able to compete for huge property outsourcing contracts such as those between Monteray and BT Plc and the Single Living Modernisation Programme (Project SLAM). As has happened over the last few years, this is likely to be mainly achieved through acquiring FM and other types of service companies offering complementary skills, so increasing capacity.

With the public sector FM market perceived as offering higher margins, there has been a steady flow in the number of companies entering the FM market. Most of these have been start-ups by companies established in other sectors, notably construction and engineering. Recent examples include Axiis Group (part of Miller Construction) and Mace Macro (part of Mace Plc). As long as the FM market is seen as offering higher rates of return than markets such as construction, there are likely to be more market entrants.

2003 was a particularly active year in the FM industry with the emergence of new major players. Among the most notable events were the acquisitions of; ISS Occupancy by Erinaceous Plc, of Coflex by ISS Group and of Chesterton Workplace Management by Johnson Service Group Plc. With these acquisitions, these companies now rank among the largest companies within the FM market alongside more established names such as Serco, Jarvis Accommodation Services, Carillion Services, Mowlem Aqumen, Johnson Controls, Interservefm, Group 4 and Haden Building Management.
3.
ECONOMIC ENVIRONMENT 

The general economic environment has a significant effect on the development of the UK Home Improvement market, influencing a wide range of factors such as the level of activity within the private RMI sector, housebuilding, and consumer confidence and spending.

The UK economic climate is currently regarded as relatively good, with consumer spending remaining relatively buoyant, while the manufacturing and industrial sector has been in recession, resulting in a  '2-speed' economy.  However, there are some tentative signs of recovery, with manufacturing output more stable and sustained buoyancy in the housing market.

As a result, while there are mixed signs in late 2003 and early 2004, the overall UK economic outlook indicates a reasonably healthy short-term future with moderate growth rates, low unemployment and low interest rates, allied to a steady inflation level.  The main economic factors that influence the building products industry are outlined below.

3.1
GDP

GDP growth in 2001 was 1.9%, with 2002 at 1.7%, which are both below trend levels and reflect a significant slowdown since mid-2001. GDP growth was 2.6% in 2003,which suggests that the UK economy is stronger than previously thought, despite a difficult environment in Europe and the USA, coupled with uncertain consumer confidence and spending. GDP growth was 0.6% for Q1 2004.

In the medium term, the economy is expected to grow annually (on average) by 2.5-3.0% from 2004 -2006, though there are mixed views in relation to the speed of recovery in 2004 as indicated above, with government forecasts at around 3.0% for 2004.  Medium-term prospects are dependent on a worldwide recovery, as well as sustained business and consumer confidence in the UK. 

A key issue will be whether consumer spending, which has been underpinned by rising house prices in 2001-03, remains buoyant and helps offset the downturn in manufacturing. This sector remains under severe pressure, due to the effects of a strong pound leading to cheaper imports and making exporting more difficult. House prices are continuing to rise which should support consumer confidence in early 2004.  While in 2003, Sterling has seen a fall in value against the Euro, the downturn in Europe and the USA continues to dampen demand for UK manufacturing output. More recently, however, there have been growing signs of a sustained recovery in the US as indicated above.

3.2
Inflation & Interest Rates

Interest rates are currently at some of their lowest levels in the last three decades at 4.25%, following a serious of cuts from 5.75% in 2001. More recently, interest rates have increased following more positive output from the manufacturing sector and the high level of house price inflation. At present, the outlook indicates the next move in interest rates is likely to be a further increase, reflecting the recent buoyancy of the domestic economy and a strong housing market, with forecasters suggesting increases up to 4.75% by the end of the year.

The underlying inflation rate fell from 2.9% in 2000, to 0.7% by December 2001.  However, inflation increased back to around 3.0% by mid 2003 and reduced to 2.6% by the end of the year.  Latest forecasts for 2004 range up to 3.5% for RPI by the end of the year and 2.2% for the RPIX measure.  The underlying RPIX inflation rate has therefore remained well within the Bank of England MPC target of 2.5%, with little indication of any significant upward pressure on retail prices.  In early 2004, the Bank of England moves to a new index and target of 2.0%, which may result in some interest rate adjustments.

The following chart illustrates the performance of interest rates and overall RPI throughout the last decade, and provides a forecast to 2005:

Chart 2: Interest Rates and Inflation (RPI) from 1990-2005
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Source: ONS/AMA Research 
3.3
Unemployment

Unemployment has been steadily declining as economic growth continues.  The percentage of unemployment has fallen steadily in recent years to around 3.0% at end 2003.  This remains the lowest level of unemployment since August 1975.

This sustained high level of employment may lead to increased pressure on wages as competition for jobs reduces and companies are forced to increase wage levels to attract staff, particularly in the public sector. 

However, this has been offset by an increasing number of high profile redundancies and job losses in IT companies, manufacturing and Financial institutions which has prevented a ‘wage inflation spiral’ to date, while overall employment levels have been remarkably resilient to the economic slowdown of the last 2 years.  The recent government budget contained announcements of significant job losses in the public sector with the amalgamation of certain central government departments, and this factor may contribute to easing the wage pressure somewhat. 

3.4
Household Consumption

Growth in overall household consumption for 2001 was 5.0%, which was sustained at 4.7% in 2002, primarily driven by a buoyant housing market. Equity withdrawal to fund consumer spending has grown rapidly in 2002, and continued throughout 2003 despite the more uncertain economic climate. Estimates for 2004 are around 2.8%, reflecting some moderation in-household consumption levels.

However, the housing market continues to maintain growth, underpinning consumer confidence and spending, and though 2004 is forecast to see a slowdown in the housing market, initial indications seem to imply that prices continue to rise.

The savings ratio has remained at low levels, suggesting that the level of consumer confidence remains high.   This is also supported by the fact that consumer borrowings and mortgages/loans raised against the home are now at an all time high, suggesting sustained high levels of consumer confidence.  The following chart shows the performance of PDI and savings ratio since 1980 with forecasts through to 2005: -

Chart 3: PDI & Savings Ratio 1980-2005
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3.5
Housing & Construction

Private sector new house-building levels have remained surprisingly low and static, even though house prices have continued to rise, interest rates have remained low and earnings are rising. Volume completions declined to around 170,000 dwellings in 2001 - the lowest figure for many years - with no significant upturn in 2002. The primary reason, according to the major builders, is not the lack of demand, but the problems in planning procedures to develop new sites. Completion levels have increased marginally in 2003, but there are no indications of any significant upturn in output. 

The increased level of housing required in the South-East over the next few years should start to feed through into new housing starts within the near future, but it is proving difficult to forecast when this will benefit suppliers of building materials and home improvement products. Nevertheless, the house builders are adding value to their properties and pushing up the average price of a new home on a consistent basis.  

House price inflation continued to surge in 2001/02, reaching annual growth rates of around 30% in late-2002, driven by low interest rates, low unemployment, rising real incomes and a shortage of housing for sale. However, this increase in-house prices is regarded as unsustainable, with housing becoming unaffordable to first-time buyers in many parts of the country.  There have been signs that prices in London are falling, and this may spread to other regions.  However, price increases are being sustained into late-2003, and early 2004, suggesting that the market remains robust.

In the commercial sector, construction output has grown steadily in 2001-03.  Government investment in health and education has been substantial, while the commercial market has also experienced growth, which should both continue into 2004/05 and provide good market opportunities.

3.6
Sterling

The high value of Sterling has had a negative impact on the manufacturing sector, resulting in a downturn in output.   However, more recent trends in Sterling are down against the Euro, reflecting diverging interest rate trends, and this could well be a positive factor for UK manufacturing if the trend is sustained. 

2003 has seen Sterling stabilised at a lower rate to the Euro, in particular, which has helped UK manufacturing, with tentative signs of modest recovery in the sector in Q3/Q4.

	Table 4: Exchange Rate Fluctuations 1997-2004 - Dollars, And The ECU To The Pound Sterling, Spot Rates

	Year
	USA (Dollar)
	ECU (Euro)

	1997
	1.64
	0.66

	1998
	1.66
	0.70

	1999
	1.62
	0.62

	2000
	1.45
	0.62

	2001
	1.46
	0.62

	2002
	1.56
	0.63

	2003 
	1.68
	0.70

	2004 Fcst
	1.85
	0.69

	Source:  ONS



In the medium term, the Government is committed to reviewing the criteria for UK membership of the Euro. The first announcements were made in June 2003 with an acceptance that the economic conditions had not been met. A decision to join will require approval via a referendum, which would leave the earliest possible starting date at 2005/6, though the rejection of the Euro in a Swedish referendum in September 2003 will not have helped pro-Euro supporters in the UK

3.7
Population Profile 

A review of the age distribution of the resident UK population is illustrated in the following chart.

Chart 5: Age Distribution Of The Resident UK Population 2001 (‘000)
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The 40-59 age group predominantly consists of people entering a stage in their life when their mortgage is limited, they may receive inheritances, and females returning to work may increase income.  All of these factors result in this group having the largest potential disposable income.

As the profile of the UK population changes, it will have implications for suppliers of all products.  During the next decade, there will be a smaller proportion of younger, more price-orientated buyers in the market.  This will be coupled with a greater proportion of more affluent buyers in the older age groups.  These developments should benefit suppliers of building and home improvement products in all price segments of the market.

3.8
Conclusions

In overall terms, the UK economy is still relatively mixed in terms of optimism driven by relatively low interest rates, inflation and unemployment, and pessimism driven by volatile consumer spending and uncertain overseas markets.  Fundamentally, the UK is relatively strong and current forecasts for 2004 GDP growth of 2.7%, suggest reasonable growth.  In addition, forecasts for 2005 and 2006 remain positive, suggesting a good framework for growth of consumer confidence over the next two to three years.

However, any loss of confidence in the housing market could have an adverse effect on many consumer-based markets and the recent terrorist attacks in Spain may also impact on consumer and business confidence in certain sectors.

4.
FACILITIES MANAGEMENT outsourcing MARKET

4.1
Definition

Facilities management (FM) as a function of large public and private organisations has been in existence for a long time, although FM as a profession and as a strategic tool only truly came into being in the 1990s. Historically, FM had been the responsibility of estates managers or other in-house personnel. Now, most larger corporations and public sector organisations consider FM to be a strategic issue. However, the range of issues considered within FM decisions varies considerably as there is no universal, clear definition as to what constitutes FM and what should be excluded. 

Generally, FM is defined as the management and delivery of ‘non-core’ services under term concessions that are peripheral to the core activities of commercial and public sector organisations. In broad terms, there are 4 types of FM model, outlined below:

· Total in house provision - internal FM manager and in-house service delivery teams. This approach has been widely used in the local authority and NHS sectors with support services typically provided by Direct Service Organisations (DSOs).

· In-house FM management whereby some or all support services are delivered by external contractors. Increasingly, services are being provided under bundled facilities services contracts, where an external contractor, but not necessarily an FM company, assumes the lead role. For example, the larger contract catering companies often take on the role of lead contractor on bundled services contracts, with catering as the core function, while also delivering ancillary services such as cleaning and waste management.

· Total Facilities Management (TFM) where external contactors assume both the  management and the procurement or delivery of non-core support services. The TFM approach is now widely used on corporate outsourcing and on PFI DBFO contracts.

· Business Process Outsourcing (PBO) – here the concept of FM outsourcing has been expanded from non-core services like cleaning to include functions that have more of a direct impact on an organisation’s operations e.g. payroll management and human resources.
As companies from lower-margin industries diversify towards the higher-margin support services business, the term 'facilities management' has become such a marketable term that many companies in the engineering, IT and support services sector have attached suffixes to their names such as ‘FM’, ‘facilities services’ and ‘facilities management’. However, the term 'facilities management' seems to be used by many companies as a synonym for 'outsourced services', whether single or multi-service delivery under term concessions or as one-off projects.

With respect to this report, the focus is principally on the provision of outsourced accommodation services, under term concessions including both: -

· the provision of the outsourced management function + multi- service delivery and

· the contracting of bundled service where the management function is retained fully or partly in-house. 

Because BPO contracts typically include the provision of standard FM services, they also come within the parameters of this report’s coverage.

Excluded, where possible, from our definition are those services that are still mainly delivered as single services contracts and which do not include the provision of outsourced accommodation facilities services. This includes most IT outsourcing and other specialist services such as highways maintenance, public sector transport operations and services that are critical to performance – even where they are outsourced. This would include engineering maintenance of military aircraft, vehicles and vessels, the provision of training services, the operation of computer systems, military radar systems etc and the provision and management of military transporters (‘white’ fleets).

As a management function, FM can be interpreted as covering a wide range of activities at the strategic level including:

· Facility strategic and tactical planning;

· Facility financial forecasting and budgeting;

· Property procurement, leasing and disposal;

· Procurement of furnishings and equipment;

· Facility construction, renovation and relocation;

· Health, safety and security;

· Development of corporate facility policies and procedures;

· Quality management, including benchmarking and best practices;

· Space planning and management;

· Procurement and management of support services e.g. building O & M, cleaning, catering, security, waste management and office services etc;

· Management of telecommunications and IT systems.

As a function of service delivery, within the parameters of this report, the terms FM or facilities services refer to 'soft' FM and/or 'hard' FM. Typically, providers with an engineering background often describe the supply of bundled services - including M&E services, fabric maintenance and grounds maintenance as 'hard' FM. Companies, usually with origins in cleaning, catering or security usually self-perform bundled 'soft' FM contracts that include cleaning, catering, laundry, porterage, reception, mailroom duties, reprographics etc. In recent years, however, the range of disciplines that are sometimes offered under FM packages has widened to include office/administrative support services, property services and fleet management. 

Because of the problems with definition the quantification of market size varies considerably. Other factors that make estimations complicated are that: -

· Many larger FM companies offer services outside the scope of this report e.g. small capital works, single service provision and interior fit-out.

· There are differences in company accounting methods e.g. revenues based on work completed as opposed to advance fees, fee income as opposed to revenues for services delivered.

· Varying lengths in contract duration and difficulties in ‘annualising’ contract values. In both the private and public sectors, average contract periods are becoming longer, as client organisations become more confident in transferring risk, through outsourcing non-core services, they have become more ready to negotiate initial contracts with longer periods and extend existing contracts. 

· Although there has been a marked trend towards IFM service delivery, single service contracting is still commonplace. As such, there is some difficulty in quantifying the mix between services delivered under single contracts compared to those supplied under integrated service contracts.

It is important to note that market size estimates vary considerably, ranging from around £3bn to well over £100bn. Within the context of our own definition, our estimates lie at the lower end of the scale. Inevitably, our figures will also include an element of activities lying outside our definition. 

4.2
Terms and Abbreviations

Throughout this report certain terms and abbreviations are used as shown below: -

· Building O & M (operations and maintenance)/’hard services’ – mechanical and electrical (M & E) engineering, fabric maintenance, building controls systems, grounds maintenance.

· Bundling - the delivery of multiple services under a single contract by a sub-contractor while management is either undertaken in-house or is provided by a main contractor.

· Business process outsourcing (BPO) - the contracting out of a full range of ancillary services including standard ‘hard’ and ‘soft’ FM services plus ‘back office’ services e.g. benefits handling, tax collection, payroll management, human resources management etc.

· Cross selling - procurement of services by FM companies from other group service providers.

· DBFO contracts–Design, build, finance and operate contracts whereby consortia undertake a contract to fund, design, build and operate facilities for long-term periods.

· DfES – Department for Education and Skills

· Environmental services – hygiene services, waste management, pest control etc.

· FM – Facilities Management, covering both management and service delivery.

· HEFCE –Higher Education Funding Council for England

· ISTC – Independent Sector Treatment Centres. Under NHS Treatment Centres programme, private sector consortia are responsible for proving elective surgery under 5-year partnerships

· JV – Joint venture

· LIFT –Local Improvement Finance Trust, a PPP system of procurement used for delivering construction and facilities operations in the Primary Care sector.

· NHS – National Health Service

· M & E - mechanical and electrical (engineering services)

· MoD – Ministry of Defence

· ODPM –Office of the Deputy Prime Minster

· PCT –Primary Care Trust

· PFI – Private Finance Initiative, under which private sector companies participate in public sector capital works and long-term services projects.

· PPP – Public Private Partnership - a general 'umbrella' term for various types of partnership arrangements between the private and public sectors including PFI and joint ventures

· ProCure 21 – long term partnership programme between the NHS and private sector consortia for the delivery of

· Property management – space planning, asset management, disposals and acquisitions, relocation management, lease reviews and renewals etc.

· SME – small and medium (sized) enterprises

· ‘Soft’ services – typically ‘blue collar’ services such as cleaning, catering, porterage, gardening, laundry, security and also ‘white collar services’ e.g. reception or front-of-house, mailroom duties, reprographic services, courier services etc.

· TFM – Total Facilities Management – the provision of both management and the procurement and/or delivery of services under a single integrated contract.

4.3
FM Market Trends

4.3.1
Market Size

The table below shows the development of the UK market for FM outsourcing, within our definition, for the period 1998 - 2003 and forecasts for 2004 - 2007.  This relates to the estimated aggregate turnovers or value of contracts managed of companies providing TFM and bundled facilities services contracts. The focus is on accommodation non-core support services and excludes infrastructure services, military transport operational and maintenance services and other outsourcing services critical to client organisations operations. 

The table below gives a broad indication of market size and growth in the FM outsourcing sector. However, the data should be viewed as a broad guide to trends and magnitude rather than absolute size, due to the various complexities in estimating market size for example:

The main factors underpinning trends within the FM outsourcing industry include: -: 

· Performance trends in the general economy and in the construction sector. 

· The impact of Government legislation

· The expansion of FM from traditional ‘blue collar’ single service contracting, through multi-service contracting towards TFM and ultimately 'business process outsourcing'.  

· Increased levels of FM outsourcing in the private and public sectors underpinned by increasing confidence levels among client organisations in outsourcing.

· Organic growth driven by increasing levels of investment in capital and maintenance projects by client organisations

	Table 6: UK FM Outsourcing Market 1998 –2007 £bn (At Current Prices)

	Year
	Value
(£bn)
	Change
(%)

	1998
	9.56
	

	1999
	10.05
	+ 5

	2000
	10.58
	+ 5

	2001
	11.18
	+ 6

	2002
	11.57
	+ 3

	2003 
	11.96
	+ 3

	2004 Fcst
	12.40
	+ 4

	2005 Fcst
	12.75
	+ 3

	2006 Fcst
	13.09
	+ 3

	2007 Fcst
	13.94
	+6

	Source: AMA Research/Trade Estimates
(n.b. % growth rate figures have been either rounded up or down)


During the 1990's there was a period of rapid growth, as corporations and public sector organisations began outsourcing many of their non-core functions, driven by the need to trim costs. Since 2000, growth has been sustained, as client organisations have grown more confident about outsourcing, underpinned by FM’s higher industry profile and the fact that FM is now considered as a key strategic issue.

In the public sector, a key driver underpinning the growth of FM outsourcing has been the recent growth in PPP/PFI DBFO contracting, with long-term FM concessions offered as part of a package with construction services.  Long term FM delivery also enables the overall forecast ongoing costs to be secured to a reasonable degree of certainty and enables the leading contractors to be more confident in their overall bid estimates and delivery of these estimates on PFI and PPP contracts.

However, since late 2001 the general growth rate has slowed down slightly. This is because:

· The recession in the TMT and London financial services sectors has resulted in a substantial increase in vacant office space, resulting in the losses of existing clients for some FM companies while also impacting on growth potential.

· Certain key markets for outsourced FM services have matured e.g. financial services, retail multiples, Central Government departmental and transport sectors.

· High levels of competition in the corporate sector have resulted in lower bid prices and margins, thereby compelling some FM companies to reduce their levels of activity in this sector or leave it altogether.

4.3.2
Macro-Economic Trends

Underlying our forecasts for the FM contractors market is the performance of the economy in general, as highlighted in the previous chapter.  To recap, GDP growth is expected over the next 2-4 years, though at modest levels, particularly initially. This is likely to underpin a reasonably steady progression in the building and construction industry and the combination of these factors should provide a reasonable framework for maintaining business confidence levels.  

4.3.3
Construction Contractors Output 

Non-housing construction newbuild has some influence on organic growth in the FM outsourcing market, particularly in the areas of office developments and public sector new works, with the overall level of building and construction for new work and RMI non-housing, shown in the table below: -

	Table 7: Contractors Output - New Work and RMI Non Housing – Current Prices (£ million) 1995-2003

	Year
	New Work
	RMI

	
	Public *
	Private Industrial
	Private Commercial
	Public
	Private

	1995
	4453
	3008
	6209
	3801
	5978

	1996
	4299
	3119
	7015
	4001
	7030

	1997
	3756
	3491
	8388
	5079
	7590

	1998
	4151
	3810
	9917
	5220
	8147

	1999
	4919
	3973
	12076
	5371
	8376

	2000
	4854
	3716
	12653
	5685
	9424

	2001
	5330
	3702
	13562
	6111
	10992

	  2002
	6865
	3374
	14965
	6712
	12340

	   2003
	8782
	3603
	14930
	7867
	13567

	Source: DTI Construction Statistics & Economics


Notes: * excludes infrastructure

New work in the public and private sectors showed a marked decline in the early 1990’s as a result of the recession, particularly in the commercial sector. However, 1994 saw the first signs of some improvement in the commercial sector and this trend has continued through to 2003. From 2000 new work in the private industrial sector has declined year on year, while the rate of growth of private commercial new work also began slowing down in 2000, until 2003, when it showed a slight decrease. This is partly explained by low business confidence following the recession in financial services and in the TMT sector, which prompted lower levels of new build, and accompanied by steadily rising office vacancy levels.

As the table below shows, contractors’ output in the private commercial sector is dominated by office construction, although it has been decreasing since 2001 due to factors previously outlined. The entertainment sector (includes hotels, restaurants, pubs and clubs) has shown fluctuations in activity due to various economic factors affecting operator and consumer confidence.

	Table 8: Contractors Output – New Work Commercial Sector Current Prices (£M) 1992-2003

	Year
	Offices
	Entertainment
	Health
	Schools and Universities

	1992
	2820
	1160
	344
	195

	1993
	1839
	884
	300
	170

	1994
	1791
	1098
	281
	120

	1995
	2240
	1110
	320
	141

	1996
	2626
	1368
	335
	144

	1997
	3055
	1977
	307
	201

	1998
	3486
	2393
	389
	266

	1999
	4115
	2859
	474
	343

	2000 
	5030
	2811
	622
	666

	2001 
	6069
	2429
	545
	919

	2002 
	5977
	2819
	604
	1085

	2003 
	5093
	2547
	652
	1424

	Source: DTI Construction Statistics Annual 2003



Until recently, public sector output had been constrained due tighter local authority and central government spending. However, the Labour government has made a commitment to improve healthcare and education not just in terms of core service provision but also the quality of buildings and the delivery of support services.  This resulted in increased levels of funding from the government for new work in the various sectors explaining the relatively high increases in growth between 2000-03. It is expected this growth will continue in the short to medium term future based on the number of planned projects. The public sector construction output figures comprise education, health and a group of miscellaneous sectors such as prisons etc., with key trends shown in the table below: -

	Table 9: Contractors Output – New Work Public Sector Current Prices (£M) 1992-2003

	Year
	Health
	Schools and Colleges
	Universities

	1992
	956
	729
	226

	1993
	869
	735
	345

	1994
	817
	780
	407

	1995
	960
	819
	433

	1996
	967
	876
	503

	1997
	822
	821
	368

	1998
	764
	962
	399

	1999
	879
	1216
	477

	2000 
	928
	1247
	454

	2001 
	1083
	1662
	544

	2002 
	1330
	2211
	748

	2003est
	1667
	2597
	1106

	Source: DTI Construction Statistics Annual 2003


4.3.4
Growth in Outsourcing 

Developments in FM contracting can be broken down into 3 identifiable but inextricable elements.

· Growth in outsourcing non-core services;

· Diversification in outsourced service provision;

· Increasing integration of service provision and management.

As the FM outsourcing market has matured it has expanded in terms of the range of services being brought under bundled service or TFM contracts, and consequently add value thereby contributing towards increased market growth rates.

The origins of facilities services outsourcing were laid down during the recession of the early 1990s, as private and public sector organisations sought to reduce operational costs by contracting out ancillary services. However, even during the subsequent period of strong growth in the UK economy, the rate of growth in outsourcing has accelerated as client organisations seek to improve cost-efficiency. As well as contributing to cost-efficiency, outsourcing can also confer the type of expertise that dedicated service providers can offer.

While FM outsourcing in the private sector has grown relatively unhindered, in the public sector there continues to be opposition to the transfer of public sector services to the private sector. In particular, the outsourcing of services in the NHS, defence and education sectors under PFI has generated vigorous opposition from organisations such as trade unions, some political and community action groups. 

Among the most contentious issues concern the transfer of staff from the public sector to the private service provider under TUPE and the impact of cost savings on health and safety. However, in spite of vocal opposition the Labour government has remained unwavering in its commitment to PPP and other forms of outsourcing of public services to the private sector. As a result, FM growth rates in the public sector are likely to be sustained over the longer term.

4.3.5
Diversification in Service Provision

As the FM market has matured, there has been a significant increase in service diversification, which has subsequently added value to the market. In the early days of FM outsourcing the focus was on the provision of a few non-core facilities services usually delivered under single service contracts, while the management element was mainly kept in-house. Typically, on many first-time FM outsourcing contracts, client organisations have tended to contract out those functions considered to have least impact upon business performance i.e. 'blue collar' services - cleaning, building maintenance etc. Over time, as they have become more confident about transferring the management and delivery of non-core functions to private contractors, they have subsequently outsourced other services that are more integral to their business or requiring specialist skills e.g. IT support, property management and energy management.

As outsourced service provision has broadened, it has been necessary to simplify procurement arrangements and so as FM has become more diversified there has been a gradual move towards ‘one-stop-shop’ service provision or ‘bundling’, with service providers able to supply a range of services under one contract. As well as being simpler to manage, ‘bundled service’ contracting has also proved to be far less costly for client organisations than procuring separate services.

With the integration of the management element with ‘one-stop-shop’ service provision there has been a marked growth in total facilities management (TFM). TFM has shown strong growth since the late 1990's, underpinned partly by the trend towards PPP DBFO contracting. Under long-term PFI DBFO contracts, it is becoming almost standard practice for FM to be provided as a full service, combining both management and delivery.

In the private sector, many ‘Blue chip’ corporations have also now completely devolved themselves of all responsibility for the management and provision of non-core services. Accordingly, as FM has evolved from single service outsourcing towards TFM, there has been a concurrent increase in market growth rates and total value.

With the outsourcing market maturing, the contracting out of support services has extended beyond TFM towards 'business process outsourcing' (BPO). This is particularly evident in the local authority and MoD sectors. In the local authority market, many county councils now outsource a raft of services that include ‘back office’ services, property services, estate management services etc as well as standard facilities services.  

In the MoD sector, under the Prime Contracting initiative, the provision of services to the MoD estate has been reduced from over 850 separate contract (in 1999 to just 5 'one stop’ Regional Prime Contracts, with single point responsibility lying with the Prime contractors.

4.3.6
Public Private Partnerships

Historically, public sector organisations have invested in their own infrastructure/estates, but through partnership deals with the private sector the costs and risks associated with managing assets is transferred to external organisations, usually consortia comprising equity investors, construction companies and TFM contractors.  Following a period of slow growth for most of the 1990’s, the growth rates in public private partnerships (PPPs) deals have been accelerating since 1998. Up until 2003, the main type of PPP has been the Private Finance Initiative (PFI), with contractors assuming ownership and the risks and costs involved in operating fixed assets such as client accommodation.

The Government's commitment to PFI was emphasised in its 2001 General Election Manifesto and since then, in its 2002 Comprehensive Spending Review. Through PFI it has pledged to increase investment in improving those sectors that had hitherto suffered from chronic under-investment, notably the NHS and schools. In July 2002, the Chancellor of the Exchequer announced 3-year plans to increase public spending by £61bn to 2006. This includes:

· £7+ billion on the health service, including 100 new hospitals by 2010;

· £11 billion on school buildings and equipment over the period 2000-2006.

To support these plans the Government is projecting £25 billion of PFI projects over period 2002/03 to 2005/06.

Growth in the PFI sector has been underpinned by increasing levels of confidence and efficiency among client organisations –e.g. local authorities and NHS Trusts – that comes with experience. For example, some local authorities, such as Leeds City Council, Fife District Council and Cornwall County Council have recently put out second tranches of grouped schools schemes following the first wave of projects put out to tender in the late 1990s.

While local education authorities, the MoD and NHS Trusts were among the first to use PFI as a procurement tool for delivering improvements to their estates and day-to-day operations, other public sector organisations have followed suite. These include the Department for Constitutional Affairs (formerly the Lord Chancellors Department), the police service, the fire service and public leisure facilities.

However, PFI is not suitable for all schemes, in particular small DBFO projects with capital values below £20m such as primary schools, libraries, mental health units and leisure facilities. This is because the procurement processes and bidding costs are disproportionately high with respect to revenues compared to projects with larger capital values. Consequently, the Government has determined that PFI should no longer be used for schemes with capital values of less than £20m 

This has consequently contributed towards a shift towards other types of PPP arrangements that are considered more suitable for cost effective delivery of construction and long-term provision of support services.  These alternative models include: -

· Prime contracting in the MoD sector

· Local Improvement Finance and ProCure 21 in the healthcare sector

Key growth opportunities for FM providers under PPP are as part of DBFO projects, with non-core service concessions typically running for 20-35 years. In key markets such as defence, healthcare, the Home Office and education there has been a steady increase in the number of large FM concessions coming on-stream since 1999. These include around 60 grouped schools projects, 25 major acute hospitals, some 30+ MoD contracts plus a range of Home Office developments, including prisons and police stations.

4.3.7
Legislation

Government legislation has had a key role in developing the public sector FM outsourcing market. While the origins of these policies lay with the Conservative government of Mrs Thatcher, the current Labour administration has continued with similar policies, notably  ‘Best Value’ and TUPE.

Best Value

Traditionally, up until the late 1980s direct service organisations (DSOs) were responsible for the provision on support or facilities services on behalf of public sector bodies including local authorities. In 1988, the Conservative Government then introduced Compulsory Competitive Tendering (CCT), whereby DSO’s had to bid against private companies for service contracts In 1999 and 2000 local government acts relating to public expenditure have underpinned the concept of ‘Best Value’, implemented on 1 April 2000. 

With  ‘Best Value’ the Government requires local authorities to deliver services in line with a performance management framework that represents ‘ best value’. ‘Best Value’ is defined as a policy that requires public sector organisations to deliver services  'to clear standards covering both cost and quality, by the most effective, economic and efficient means available'. The result of this is that there has been an increase in contracts being outsourced to private companies perceived as offering better value for money than DSOs

‘Best Value’ is still being refined and assessed. A government report published in September 2002 indicated that 75% of senior government officers thought that it had been instrumental in delivering improvements in local services. 

TUPE

Following the introduction of the Transfer of Undertakings (Protection of Employment) (TUPE) in 1981, the number of employees working in the private FM sector has increased substantially as staff in the public sector have been transferred to private FM companies taking over contracts from DSOs. The purpose of TUPE is to protect the rights of employees when their employment is transferred from one organisation to another. 

TUPE regulations lay down a set of minimum legal requirements upon the client and the outsourcing provider.  However, it has remained one of the more contentious issues within the area of PPPs, particularly within the healthcare sector.

4.4
Future Prospects

Over the medium term, the key area of growth for FM outsourcing will be the public sector due to the continuing rollout of construction and facilities operation projects under the various types of PPP DBFO arrangements now being used.  As the table below shows, there has been significant year on year growth in new orders for new works in the main areas of demand for FM outsourcing. However, one area not shown is that of MoD works, which are included under the ‘Miscellaneous’ heading in the DTI’s construction statistics. 

	Table 10: New Orders Obtained by Contractors for Public Sector New Works in Key Sectors 1999-2003
Current Prices (£ million)

	Year
	Schools
	Healthcare
	Universities
	Offices

	1999
	791
	635
	345
	390

	2000
	986
	685
	329
	291

	2001
	1498
	813
	378
	395

	2002
	1397
	1065
	667
	854

	2003
	1988
	1114
	760
	588

	Q1 2003
	469
	250
	175
	136

	Q1 2004
	660
	383
	168
	131

	Source: DTI Construction Statistics & Economics



Specifically, key reasons for the anticipated increase in FM output in the public sector over the next few years will be due to: -

· The completion of a several major acute hospital PFI DBFO projects, with full FM operations to commence immediately thereafter. Over the long term, there are still over 40 Major PFI hospital projects due to come on stream, in addition to the 25 that are in operation as of June 2004.

· The rolling out of FM services in the healthcare sector under the LIFT, ProCure 21 and Independent Sector Treatment Centre initiatives. Under LIFT, 500 Primary Care centres are to be built plus the upgrading of 3,000 GPs premises, with support services being provided by sub-contractors to the operating LIFT companies.

· A large number of grouped schools projects awarded First/Stage Approval for 2002/03 that has yet to be completed. There are 20 grouped schools schemes awarded First Stage Approval for 2003/04 covering around 180 schools plus a further 15 projects with First Stage Approval for 2004/05.

· The roll out of the 3 remaining Regional Prime Contracts with the MoD plus several large single living accommodation contracts and PFI projects with FM services yet to come on stream.

· Continuing growth in emerging markets such as magistrates and crown courts PFI DBFO, Police Service PFI DBFO, Fire & Rescue Authorities PFI DBFO, leisure & culture PFI DBFO and standard FM outsourcing and higher education PPP.

Opportunities for further growth in the corporate sector are expected to be more limited than in the public sector partly due to a combination of market saturation and consolidation among FM companies. This has been exacerbated by the impact of the recession in the financial services and TMT sectors, with the result that many large client companies have relocated to smaller premises and/or have closed down parts of their operations, e.g. as Microsoft, Zurich Financial Services and Cisco have done. Furthermore, many of the larger ‘Blue chip’ companies now outsource the provision of facilities services under TFM contracts, which has resulted in restrained growth in the overall facilities services market, underpinned by increasingly competitive tendering.

Another factor likely to limit growth is the downturn in new orders for new works in key markets, principally the commercial office sub-sector, although this may be partially offset by an increase in the retail new works market. As the table below shows, since 2000 there has been a gradual decrease in new orders for office new works. While the Central London area (including The City and Docklands areas) continues to bear the brunt of the downturn in activity other key regions such as the M4 corridor and the M25 corridor have also been badly affected, as take-up rates have been restrained since early 2002. 

	Table 11: New Orders Obtained by Contractors for Private Sector New Works in Key Sectors 1999-2003
Current Prices (£ million)

	Year
	Offices
	Retail
	Leisure
	Education

	1999
	3566
	1901
	2224
	393

	2000
	4384
	1889
	1873
	577

	2001
	4748
	2212
	1674
	702

	2002
	3947
	2570
	1861
	850

	2003
	3253
	2675
	1521
	873

	Q1 2003
	971
	711
	382
	187

	Q1 2004
	568
	732
	737
	177

	Source: DTI Construction Statistics & Economics


Since 1999 there have been a large number of mergers and acquisitions, resulting in market consolidation and the subsequent increase in size of several TFM and bundled services companies such as Carillion Services, Maclellan International, ISS UK and Mowlem Aqumen. Other FM companies going out of business such as Ballast Wiltshier and Melville Dundas have further enhanced this.

Since 1998 there has been growth in the number of increasingly large BPO and PPP contracts such as the MoD Functional Prime contracts e.g. Project SLAM and large-scale property outsourcing deals like those contracted out by BT Plc and the BBC. However, to be able to manage them it has been necessary to form new companies, involving the participation of several equity investors and a range of FM partners, as is the case with Land Securities Trillium and Mapeley.  With more large-scale PPP schemes in the pipeline, it would seem fair to assume that there will be further acquisitions and mergers as potential bidders seek to build up their capacity to be able to taken on these works.

This trend has also been accompanied by a trend towards the larger FM companies building up their service delivery capabilities, rather than sub-contracting out to single service suppliers. Over the last few years, major players including ISS UK, Mowlem Aqumen, MITIE and Maclellan have enhanced their service portfolios through acquiring single service contractors that complement existing capabilities.

5.
market trends

5.1
Overview

The overall FM outsourcing market is highly complex and can be broken down according to:-

· Service mix

· End-user mix

· Mix between in-house and external providers

According to various industry estimates, the outsourcing of non-core services across the public and private sectors accounts for around 60% of the total by value of work undertaken, compared to approximately 40% in 1995. This estimate takes into account TFM, 'bundled' service contracting and also single service contract delivery, although the mix does vary markedly from one end-user sector to another. The chart below illustrates the approximate mix between in-house and external service delivery for all services.

Chart 12: UK Non-Core Services Market by Type of Operation 2003
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Source: AMA Research/Trade Estimates

5.2
Mix by Service Type

By service type the recognised categories falling within the widely accepted definition of FM services are ‘soft’ FM (or support) services, ‘hard’ FM (building O & M services), fleet management, IT/telecommunications, environmental services and property management.  However, by their very nature of being highly specialised IT/telecommunications, fleet management and environmental services are still largely, although not exclusively, delivered under single service contracts.

Under TFM and bundled services contracts, services are typically provided as part of integrated service packages. As such, it is not possible to provide a market mix within this context.   Therefore, the figures in the table below should be viewed as indicators of the relative magnitude of market size for the largest sectors of the outsourced services market.

	Table 13: Total Outsourced Facilities Services Market – Main Sub-sectors 2003

	Sector
	Value
(£ billion)

	Support Services
	13

	Cleaning
	5

	Catering
	3.5

	Manned security
	2

	Building O & M
	19

	Environmental Mgmt.
	6

	Property Management
	4

	Source: AMA Research/Trade Estimates 



These figures are indications only of the scale of outsourcing in the UK, but give a broad idea of the key sectors: -

Support Services

It is estimated that market for the outsourcing of support services market – i.e. ‘soft’ FM - is worth around £13bn. The largest disciplines within this group are contract cleaning, at around £5bn and contract catering at around £3.5bn. Manned security services are worth just under £2bn. Other ‘soft’ FM functions include laundry services, mailroom and reception/front-of-house services.

This sub-sector is characterised by the increasing volume of services being bundled or provided as part of TFM contracts.  Among those sectors where demand for bundled service is highest are healthcare, schools and companies with multi-site operations and/or that occupy large buildings. An increasing number of companies with their origins in the contract catering, cleaning and security sectors provide other ancillary services on larger public sector and corporate contracts, although single service provision is still dominant on lower value contracts. 

Building O & M Services

This sector covers M & E contracting, grounds maintenance, energy management and fabric maintenance services and is estimated to be worth £19bn, with commercial and industrial M & E contracting valued at around £12bn. However, this figure includes work undertaken by local M & E contractors on small domestic works. At the upper end of the market, there is a high degree of integration of building O & M with ‘soft FM services under TFM contracts. However, the provision of M & E services, grounds maintenance and fabric services under 'hard' FM sub-contracts has become fairly commonplace on large-scale contracts such as MoD accommodation services contracts and PFI acute hospital projects.  Energy management is still largely a specialist service, although companies that have their origins in this sector sometimes integrate this with other O & M services.

It is estimated that around 75% of building O & M services are now contracted out.  As this sector of the outsourced services market is mature, the main area of demand is likely to be on PPP DBFO projects in the healthcare, defence, education and Home Office sectors.  

Environmental Services 

This sector includes hygiene services, health and safety services, pest control and waste management and is considered to be worth some £6bn. The largest sub-sector is that of contract waste management, worth over £4bn, although this refers to the collection and disposal of waste by companies such as Biffa, Onyx and Shanks. (See AMA Research report on the 'UK Waste Management Market 2003'). The 'internal' management of waste is usually at the discretion of facilities managers and is typically included as part of the cleaning function. 

Underpinning growth potential in the 'external' waste management sector are numerous EU Directives covering a range of environmental issues from landfilling waste, incineration, producer responsibility legislation and recycling targets to energy management. However, actual growth will largely depend on compliance by building owners and users and stipulated targets being met. Within the context of FM, the integration of environmental services under 'one stop' contracts is still at a relatively low level.

Property Management

Estimated to be worth around £4bn, the key driver in this sector is anticipated to be growth in conventional PPP and ‘corporate PFI’ outsourcing with the management or ownership of assets and liabilities of corporations and public sector organisations transferred to contracting consortia.

In recent years, FM has been incorporated into the asset management activities of many larger multi-service property companies, such as FPD Savills, CRB Richard Ellis and King Sturge. Consequently, the division between facilities and property services is becoming less distinct. 

5.3
Trends in Key End-User Sectors

5.3.1
Corporate Sector 

5.3.1.1
Market trends

This sector relates to private corporations from the following industries: financial services, retail, leisure, manufacturing, construction, utilities, property services and privatised transport services. 

Within the private sector, demand for FM outsourcing has largely driven by larger companies with multi-site operations and/or large individual facilities, whether head offices, manufacturing sites. Unlike small to medium size companies (SMEs), larger corporations often own the freehold on their properties or have long-term leases.  SMEs, however, operate under leaseholds and as such it is building owners or managers that are responsible for procuring facilities services.

Growth rates in FM outsourcing in the private commercial and industrial sector were at their highest during the economic downturn of late 1980s and the early 1990s, when corporate clients first decided that large-scale outsourcing of non-core services would help reduce costs, and increase focus and efficiency in their operation.  Since the late 1990s, there has been a marked trend towards TFM. Typically, on a first time FM outsourcing contract, a client companies have often tended to contract out just one or a few services at a limited number of sites. Upon satisfactory completion of part or the entire contract, the scope of services outsourced is often expanded to include additional services to be rolled out over an additional number of sites. As a result the overall value of the contract is increased, thereby contributing towards market growth. For example: -

· A deal between ASDA and City FM for the provision of lift maintenance services at 47 stores in 1997, was subsequently upgraded in 2003 to provide a full range of ‘hard’ FM services across its entire stores portfolio.

· In 2003, Mowlem Aqumen was awarded an extension to an existing contract with HSBC, where it had already been providing services at HSBC sites, to include services provision at branches of HFC Bank.

· A contract between Planned Maintenance Engineering and Reuters was expanded from servicing just one building in London to cover another 20 across the UK.

High levels of office construction output, between the mid 1990s and late 2002, particularly in Greater London and South East England, had also boosted the market for FM services. 

Until mid-2001, the TMT sector in particular had enjoyed considerable growth. The key area of activity had been in the M4 corridor/Thames Valley region, which saw a huge increase in new office development throughout the 1990’s. However, in 2001 the TMT sector experienced a downturn in its fortunes, reflected in the marked slowdown in growth in the computer industry. Following a period of year on year increases up to mid 2001, industry net capital expenditure levels took a sudden downturn. This was reflected in a sharp increase in office vacancy levels, especially in the Thames Valley region. 

Office newbuild in The City of London, London Docklands, London’s West End and the Thames Valley accounted for a significant proportion of total construction output in the UK over the period 1995-2000. Historically, The City of London and London’s West End have lead the UK office market in terms of office floorspace and building stock. Within London itself, the commercial office market typically accounted for around 30-35% of total new construction work in the capital. Much of this was on behalf of major financial institutions such as Citibank and Morgan Stanley Dean Witter. However, since the last quarter of 2001, investment in construction in the Central London area has been in decline, as financial services companies rationalised their property portfolios, which have resulted in marked increases in vacancy levels as shown below.

Chart 14: Central London Office Market – Office Vacancy Rates %
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As the recession in these sector took hold, major corporations, such as Cisco and Microsoft, downgraded their office requirements and hence their requirements for service provision.

Another factor that has impacted on growth in FM output in the corporate sector has been the increasing level of competition among TFM companies, further enhanced by the downturn in the TMT and financial services sectors. This has resulted in competitive bidding, contributing towards a decrease in contract values and pressure on margins. This in turn has forced some FM providers, such as Connaught Plc, to reduce their exposure in the corporate FM sector. 

	Table 15:  UK Corporate FM Outsourcing Market 1998-2006 (At Current Prices)

	Year
	Value
(£m)
	Change
(%)

	1998
	4012
	

	1999
	4223
	+5

	2000
	4445
	+5

	2001 
	4711
	+6

	2002
	4805
	+2

	2003 
	4900
	+2

	2004 Fcst
	5000
	+2

	2005 Fcst
	5010
	+2

	2006 Fcst
	5060
	+1

	2007 Fcst
	5610
	+2

	Source: AMA Research/Trade Estimates



Because of these developments, overall growth rates have decreased, as shown in the table below. Over the medium term, it is expected that growth rates may be constrained, due to tentative recovery in the key financial services and TMT sectors. Furthermore this situation will be exacerbated by the slowdown in office newbuild output over the medium term. This is because, with the further release of new space onto the market, vacancy levels in key locations such as The City and Docklands will remain at 12-15% up until 2006.

In 2000, it also appeared that ‘corporate PFI’ would become a major impetus behind market growth. As it is few such contracts have emerged onto the market, these being: -

· Project Jaguar – the partnership between Monteray and BT, worth around £100m p.a. over 5 years, with Monteray managing BT’s entire property portfolio. The contract structure involves 8 regional service providers (RSPs), operating within a franchise type arrangement. The RSPs were created as new entities, incorporating elements of both the 3 partnership companies and the existing supply chain. Monteray acts as the main client interface and as a provider of support for the RSPs through setting up and operating a national IT infrastructure.

· In November 2001, Telereal started operations covering most of the BBC’s UK estate. Telereal has invested £220m to construct the 1st phase of a development at BBC White City in London. The total value of the deal over the 30-year concession is around £2bn. Under the terms of the deal, the freehold for the BBC White City site transfers to the Partnership and Telereal is now responsible for the implementation of the first phase of development at the White City site. Telereal is also providing property development and property management of the BBC’s estates in London and Scotland  - comprising 65 buildings - over 30 years. 

· The most recent major ‘corporate PFI’ outsourcing partnership has been between Mapeley and Abbey This is a £458m deal under which Mapeley purchased Abbey's estate of 1,320 properties, encompassing call centres, offices, retail sites and other types of accommodation

However, growth in ‘corporate PFI’ appears to have stalled, probable reasons being that:

· Few FM companies are sufficiently large enough to have the finance to enter these types of large-scale property deals.

· For accounting or investment purposes, many shareholders may prefer fixed assets and liabilities to remain on the balance sheet.

· Many major corporations have already implemented major ‘shake-outs’ and so opportunities for further outsourcing limited. 

· There is concern over loss of control, as experienced on some major public sector outsourcing contracts.

Opportunities for growth are likely to arise from the integration of services with higher skill levels, which are still primarily currently provided by specialist firms under separate contracts, e.g. in IT and energy management. However, there have been several examples of client organisations taking these more critical types of services back in-house, due to dissatisfaction with the quality of service delivery. Therefore, with indications that many client organisations prefer to retain direct control to the more ‘sensitive’ functions, our estimates for market growth lie on the lower side.

One area that ought to provide significant opportunities for the development of FM outsourcing is the higher education sector.

5.3.1.2
Market Mix

Within this report’s definition, we estimate that around 75-80% of the corporate FM market by value is outsourced, as illustrated below.

Chart 16: UK Corporate FM Services Market Share by Value
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This compares with a penetration level of around 50% in 1995. The key factors leading to the increase in market share for FM outsourcing include:

· An increase in the rate of integration for  ‘non-standard’ disciplines on some FM contracts e.g. property management, energy management, IT network support etc;

· An expansion in the number of services being outsourced by client companies, thereby contributing towards an increase in contract values.

· An increase in the rate of uptake for added-value TFM contracts;

· Increased levels of outsourcing in sectors with historically lower levels of FM outsourcing e.g. utilities companies.

5.3.1.3
End Users

The financial services sector was one of the first to embrace FM outsourcing, but now the market has virtually reached saturation. The High Street banks, most of the larger City institutions and building societies outsource their FM requirements. 

In the retail sector, TFM outsourcing is predominant among the major High Street and out-of-town multiple store operators and by owners of large shopping malls such as the Trafford Centre and Bluewater. In other retail sectors the management is often retained in-house while service delivery is usually outsourced under single service or ‘bundled’ service contracts.

In the energy and utilities industries, FM outsourcing levels are high, although no FM companies appear to have the capacity to be able to manage entire property portfolios. 

In the manufacturing sector – including heavy engineering, food processing and pharmaceuticals - FM outsourcing levels are high. Many well-known companies now contract out facilities services, usually under TFM contracts. Among those issuing new or renewed deals in 2003-2004 include Coca Cola, British American Tobacco, Eli Lilly, GlaxoSmithKline, Rolls Royce, Kodak, Ford and Nissan.

In the TMT sector, FM outsourcing has been prevalent among the larger computer software and hardware houses, manufacturers and suppliers of consumer and business electronic equipment and also service providers such as mobile phone operators. Among the biggest customers for FM services have been companies like Cisco, Microsoft, Vodafone and O2.

In the privatised transport sector market, FM outsourcing is mature. BAA Plc, is largest private operator of airports, has long since outsourced both ‘airside’ and ‘landside’ services at Gatwick Heathrow and other key airports. Network Rail has recently contracted out the provision of services at its offices to Interservefm and also outsources cleaning and other ancillary services at mainline stations.

. 

5.3.2
Central Government

5.3.2.1
Overview

The Central Government market for outsourced support services is very much price-driven, and therefore margins for contractors are typically low.  Each government department is responsible for organising the provision of services of its own sites and offices, and non-core support services are typically contracted out to the private sector.  

As this market is mature, any real growth is only likely to arise only from the development of additional properties. However, the larger departments e.g. MoD, DPW, Inland Revenue, have been rationalising their service requirements through replacing single-service provision with 'one stop shop' contracts. As such, although there is growth in demand for large-scale TFM contracts, overall growth rates in terms of value are likely to be constrained as Government departments seek to reduce facilities operations costs through single-point FM contracting.

For example, through the PRIME contract between the DPW and Land Securities Trillium, the amalgamation of some 160 separate service contracts into one integrated service contract is expected to contribute to an estimated savings of £560m over the contract’s 20-year term, according to National Audit office estimates.

The table below illustrates trends in the central government support services outsourcing market. Our estimates of market size are based upon annual values of outsourced support services contracts in those areas where central government departments have greater discretion concerning capital spending programmes and outsourced services. Included within this report’s definition are: - the Ministry of Defence (MoD) (acting through Defence Estates); the Home Office (covering the Police Service, The Prison Service; the Department of Constitutional Affairs (Crown and magistrates courts); the PRIME contract (for the Department of Works and Pensions); the STEPS contract (for the Inland Revenue & HM Customs & Excise); the Inland Revenue (contracts other than PRIME); the Department for Industry, HM Treasury, and various agencies such as the Planning Directorate, the Met Office and the Health & Safety Executive.

However, because of the difficulty in ascertaining annualised values of long-term concessions as well as issues concerning definitions, the figures below should only be treated as approximations. Not included are those areas of the public sector, where matters concerning expenditure on capital works and the procurement of support services are at the discretion of local organisations, namely NHS and Primary Care Trusts and local authorities.

	Table 17: UK Central Government FM Market (At Current Prices) 1998-2007

	Year
	Value  (£m)
	Change  (%)

	1998
	3501
	

	1999
	3605
	+3

	2000
	3714
	+3

	2001
	3825
	+3

	2002
	3900
	+2

	2003
	3980
	+2

	2004 Fcst
	4060
	+2

	2005 Fcst
	4140
	+ 2

	2006 Fcst
	4180
	+1

	2007 Fcst
	4225
	+1

	Source: AMA Research/Trade Estimates


5.3.2.2
Ministry of Defence (MoD)

The MoD’s Strategy for the Defence Estate, published in 2000, identified those areas that have suffered from under-investment while also examining ways in which management of the estate and procurement systems could be made more efficient. One of the areas needing to be prioritised was that of accommodation and the provision of related services.

The MoD estate itself consists of around 3,000 sites covering 240,000 hectares with assets worth some £14bn. Operating the estate typically used to cost well over £1.5bn a year. As part of the Government’s ‘Better Buildings’ initiative, the MoD Defence Estates has developed its own ‘Better Defence Buildings’ programme. The main procurement route under this has been PPP/PFI, and to date has been used to deliver several DBFO developments shown in Table 13 below.

PFI/PPP

PFI/PPP was first used by the MoD in 1996, and following the Strategic Defence Review (SDR), introduced in 1998, has become widely used for procuring a wide range of outsourced services from long-term serviced accommodation to support transportation. While the MoD uses other procurement methods, e.g. joint ventures and partnering, PFI is now generally considered as first preference –particularly for less security-sensitive areas of operations, notably long-term accommodation support services, thereby freeing up MoD’s own resources for critical operations.

In practice several major schemes have been delayed or put on hold, a fact that has been criticised by a number of leading contractors. Typically, at the ISOP stage there are usually between 6–8 bidders and 3 at the ITN stage on MoD PFI contracts.  By contrast, in other Central Government departments, there are typically 3 bidders at the ISOP stage and 2 at the ITN stage. However, the longest delays appear to have been occurring at the preferred bidder stage notably the Colchester Garrison scheme, which finally reached financial closure in February 2004.  The £200m Chelsea Barracks scheme has also suffered delay with the withdrawal of AMEC from the final bidding stage. Another major scheme that has taken longer than scheduled in reaching financial closure has been that of Project Allenby/Connaught

The largest MoD accommodation services programme yet developed, the £5bn Project Allenby/Connaught programme is a PFI DBFO undertaking covering garrisons at Aldershot and around Salisbury Plain. For this, Aspire Defence Ltd has been selected as prime contractor. The term of the contract is for 35 years with £1bn capital expenditure and a services concession worth £4bn. 

	Table 18: MoD PFI/PPP Projects with FM Signed & Preferred Bidder Status as of June 2004

	Contractor
	Project
	Capital Value £m
	Status

	TRICOMM
	Abbeywood, married quarters DBFO at Bristol, Bath & Portsmouth
	60
	Operational

	Defence Training Services
	Army Foundation College DBFO
	73
	Operational

	Landmarc Support Svcs
	Army Training Estate  -Project VANGUARD
	
	Development

	AWE Plc
	Atomic Weapons Establishment Aldermaston – management 25 years
	120
	Operational

	Mowlem
	Central Scotland –family quarters in Edinburgh & Glasgow
	25
	Operational

	RMPA Services
	Colchester Garrison DBFO
	200
	Development

	Realm Services
	Defence Animal Centre DBFO
	9
	Operational

	Equion/Laing O’ Rourke/Emcor FS
	Defence Aviation Repair Agency, Wales DBFO
	76
	Signed

	Minerva Education & Trng
	Defence Sixth Form College DBFO
	20
	Development

	Falcon Support Services
	Devonport, fleet accommodation –Project Armada
	220 (life)
	Signed

	Mowlem
	Family quarters, Central Scotland DBFO
	25
	Operational

	Flagship Fighting Training
	Fire Fighting Training Units
	23
	Operational

	Defence Management (Watchfield)
	Joint Services & Command Staff College DBFO
	80
	Operational

	Modus
	MoD Main Building DBFO
	415
	Operational

	Aspire Defence
	Project Allenby/Connaught – army accommodation DBFO –Aldershot & Wiltshire
	1,000
	Preferred bidder

	Riverside Housing Auth.
	RAF Cosford & Shawbury, family quarters
	21
	Operational

	Conversea
	RAF Lossiemouth, family quarters
	25
	Operational

	Western Challenge HA
	RNASYeovilton, family quarters
	34
	Operational

	Roselead
	Wattisham & Woodbridge married quarters DBFO
	34
	Signed

	Source: AMA Research/MoD/Trade Sources



Because of the diverse nature of the MoD PFI market, the supply sector is highly fragmented, with no one company or consortium dominant. Secondly, all SPVs/consortia formed to undertake MoD PFI contracts are contract-specific. Listed below are consortia and their members, with FM providers’ names in italics. Where names of FM companies come after the dash, they are not key partners within consortia.

Aspire Defence – Mowlem Plc, Kellogg Brown & Root – Mowlem Aqumen Defence

AWE Plc – British Nuclear Fuels, Lockheed Martin, Serco
Conversea – AWG Construction, Robertson Group, Bank of Scotland - AWG Facilities Services
Defence Management (Watchfield) – Serco Investments, Equion Plc – Serco FM
Defence Training Services – Jarvis, Nord Anglia Education

Falcon Support Services –Interserve PFI 2003, Innisfree -  Interservefm
Landmarc Support Services – DynCorp International, Interservefm
Minerva Education & Training – Interserve Project Services, HSBC Infrastructure & Fund Management, TQ Education & Training,

Modus –Innisfree, Laing Investments/Equion  -Amey Business Services
Realm Services – Taylor Woodrow, Parkwood Holdings, Innisfree - Glendale FM
RMPA Services - Sir Robert McAlpine, Atkins Defence Asset Management, Sodexho Defence.
TRICOMM – AWG Construction, Royal Bank of Scotland, Barclays Infrastructure - AWG Facilities Services

Western Challenge Housing Association – Babcock International Services Defence
Prime Contracting

Where PFI is not deemed an appropriate procurement route, Prime Contracting is used instead. Under Prime Contracting, the total number of separate works and support services contracts is being reduced to a few larger integrated ‘one stop shop’ contracts, in part to facilitate the use of private finance in an area affected by long-term under-investment. Historically, the nature and breadth of construction and services provided has been so diverse that standardisation of contracts had not been feasible. Furthermore, the large number of sub-contractors used had been costly to maintain and the allocation of risk had been imprecise. Up until the introduction of Prime Contracting, the MoD's Defence Estates department operated around 850 separate contracts covering over 48,000 buildings and structures at around 3,000 sites, with an average contract duration of around 18 months.  Of the £1.56bn spent on maintaining the estate, some 25% of this was paid out to contractors. 

Through Prime Contracting, the operation of the MoD estate is being rationalised, with 3 types of Prime Contract being implemented.

· Regional Prime Contract (RPC) – Traditional standard works service management (WSM) contracts have replaced by RPCs. By 2004, 5 Prime contractors are to have single point responsibility for the day-to-day operations and maintenance of the Defence Estates, at a regional level, with contracts – aggregating around £3bn - initially to run for 7-10 years. These are RPC Scotland, RPC South West, RPC Central, RPC East and RPC South East.

· Capital Works Projects - These are larger new, ‘one-off’ new build/refurbishment projects with Prime Contractors responsible for design & build. There are around 13 of these stand-alone projects in place at end 2002, worth a combined £570+m, 6 of which have been awarded, with the remainder to come on-stream in 2003 and 2004.

· Functional Prime Contracts – These are ‘one-off’ contracts covering the entire MoD estate such as the upgrading of living quarters.

The key elements with Prime Contracting are: 

· The implementation of single point of responsibility;

· The provision of integrated service provision;

· A precise indication of which parties bear what risk;

· A move away from prescriptive specification towards output specification;

· A greater emphasis on ‘partnering’ with Prime Contractors having a greater degree of involvement in DB and DBFO decision-making processes.

As of June 2004 awards of major Functional Prime Contracts include: -

Single Living Accommodation Modernisation (Project SLAM) programme - This Functional Prime contract is for the upgrading of single living accommodation to the Royal Navy, Army and Royal Air Force throughout England and Wales over a 10-year period to 2012. This covers 240 projects at over 100 establishments. Debut Services, a joint venture between Babcock International and Bovis Lend Lease in partnership with MoD Defence Estates, is the principal contractor with Babcock delivering maintenance services, worth around £150m out of a total investment of £1.3bn. 

· Marchwood and Thorney Island combined projects – In April 2003 this DBFO contract was awarded to Balfour Beatty Construction for the development of single living accommodation at both sites plus new and upgrade works at battery facilities at Thorney Island. Haden Building Management is providing maintenance services

· HMS Nelson, Portsmouth – this single living accommodation was the first SLA project awarded to Balfour Beatty Construction with Haden Building Management.

· Lucknow Barracks, Tidworth in Hampshire – this £50m single living accommodation project was awarded to Carillion in early 2003.

As of June 2004, 2 RPCs have been awarded: -

· In 2003 the MoD selected joint venture AMEC -Turner (AMEC and Turner FM) for the RPC Scotland contract. Under the initial 7-year concession worth £427m, the contract provides for capital works (Core Works) and FM/ property maintenance services  (Core Services) at 17 manned Establishments, covering 174 secondary sites with a total of 9250 buildings/facilities.

· In spring 2004, Debut Services (South West) Ltd (Babcock International Group and Bovis Lend Lease), was awarded the £480m RPC South West contract for the provision of Core Works and Core Services at 120 MoD Establishments covering 7,242 buildings throughout the South West region. McAlpine Business Services has been contracted by Debut Services to provide non-core support services.

The £460m RPC South East contract is scheduled for financial closure in November 2004, with 3 consortia in the final bidding: - Babcock Prime Solutions, Serco and PriDE (Southern Electric Contracting and Interserve Defence).

The £750m RPC Central contract should reach preferred bidder status in December 2004. The final contract if for RPC East, with invitations to tender going out in July 2004 and the preferred bidder to be announced in May 2005. Four companies have been invited to tender: - AMEC Turner, Carillion Services, Debut Services and Prime Serve UK (WS Atkins FM and Balfour Beatty)

Outside of PFI the ‘MoD Estate in London (MoDEL)’ is expected to generate a substantial amount of work for successful FM contractors.  The project, currently subject to consultation and approval, is expected to be largely self-funding. It will concentrate on developing 2 core sites - RAF Northolt and Royal Artillery Barracks, Woolwich, - and one US Navy (USN) core site at RAF Uxbridge.

5.3.2.3
Home Office

In terms of coverage the Home Office is perhaps the most diversified of the Government departments with overall responsibility for the Prison Service, the Passport Office and the Police Service. To meet demands of the 21st century, it has been necessary for the upgrading of facilities across the board. For the Police Service, Prison Service and this has required the replacement of older facilities with new state-of-the-art premises. PFI/PPP has been used the principal means of funding DBFO projects, with an estimated £600m worth of PFI contracts earmarked across the Home Office's estate. The Fire Service no longer comes under the authority of the Home Office, with the ODPM now the sponsoring department. PFI has also been the main route for the provision of FM outsourcing in the police sector while also opening up opportunities for increased market penetration in the custodial services market.

The biggest DBFO contract yet is the Home Office Central London Accommodation Strategy (HOCLAS). The Home Office and Prison Service Headquarters staff used to occupy 6 buildings in Central London, which were costly to maintain and operate, outmoded and did not deliver efficient employee/space costs. Consequently, replacement modern office accommodation was sought through PFI, with a works value of around £170m. Prime contractor on this scheme was the St Annes’s Gate consortium; with Bouygues UK undertaking construction and sister company Ecovert FM providing FM services over a 29-year concession during the construction phase and on completion in 2003.

Prisons

One of the more controversial areas of the privatisation of public sector services has been that of Her Majesty’s Prisons (HMP) and Young Offender Institutions (YOI), where the use of PFI/PPP has been the principal means of investment in DBFO schemes.  As with other areas of the public sector, much of the UK prison infrastructure was deemed to be both antiquated, as a large number of the UK's 138 HMPs had been constructed before the turn of the 20th century. Furthermore, as the prison population has burgeoned, the Government has sought to increase the number of prisons using private finance to address the issue.

Compared to other sectors of the PFI/PPP market, the prison PFI sector has been relatively slow moving with just 9 DBFO contracts signed as of January 2003. The leading player in the market is Premier Custodial Group (PCG), originally formed as a joint venture between Serco and Wackenhut Corrections UK, but now wholly owned by Serco.  Other key players are United Kingdom Detention Services (owned by Sodexho) and Group 4 Prison Services, the joint venture between Global Solutions and Carillion.

The table below outlines prison (HMP), detention centres and secure training centre (STC) projects through which long-term support services are being provided on DBFO contracts. Typically, on prison contracts service concessions are being let for around 25 years, with average annualised revenues (at current prices) generally falling within the range of £5 -10m. Management service contracts at detention centres and STCs are usually shorter at around 7 –10 years.

Over the medium term, prospects in this sector appear to be limited to the occasional project that such as the prospective DBFO prison project at Addiewell near Edinburgh. 

	Table 19: Key DBFO Prison, YOI & Detention Centre Projects - Signed & Preferred Bidder Status at June 2004

	Scheme
	Capital costs £m
	Services Provider
	Status

	Altcourse HMP, Liverpool
	68 
	Fazakerly Prison Services**
	Operational 

	Ashfield YOI, Bristol
	31 
	Pucklechurch Custodial Services.*
	Operational

	Ashford HMP, Kent
	43
	UK Detention Services
	Development

	Bedford Immigration Centre
	80
	Amey/Global Solutions
	Operational

	Bicester –asylum detention centre DBFO
	
	Global Solutions
	Signed

	Cookham Wood STC, Medway
	9
	Rebound ECD**
	Operational

	Doncaster HMP
	66 
	Premier Prison Services*
	Operational

	Dovegate HMP, Staffordshire
	64 
	Moreton Prison Services*
	Operational

	Forest Bank HMP, Salford
	50 
	UK Detention Services
	Operational

	Harmondsworth Detention Centre
	55
	UK Detention Services
	Operational

	Hassockfield STC, Medomsley
	9
	Medomsley Training Services*
	Operational

	Kilmarnock HMP
	32
	Kilmarnock Prison Services.*
	Operational

	Lowdham Grange HMP
	32 
	Lowdham Grange Prison Services.*
	Operational 

	Milton Keynes STC
	20
	Securicor Custodial Services
	

	Onley STC, Rainsbrook
	9
	Rebound ECD**
	Operational

	Parc End HMP, Bridgend
	80
	Bridgend Custodial Services***
	Operational 

	Rye Hill HMP, Rugby
	37 
	Group 4 Prison Services
	Operational

	Peterborough HMP
	60
	UK Detention Services
	Development

	Wolds HMP, Humberside (non PFI)
	45
	Group 4 Prison Services
	Operational 

	Source: AMA Research/Trade Sources


Notes to the table:   * - subsidiaries of Premier Custodial Group; ** - subsidiaries of Group 4 Falck;  *** - subsidiary of Securicor.

Police Stations

Outside of PFI, police authorities have been outsourcing facilities services for a while. However, PFI has now become the principal means of procuring funding the upgrading of police facilities and also the delivery of TFM.

Initially, the Home Office identified 11 police buildings to be redeveloped under PFI, but as of June 2004 over 20 schemes have been signed, with a total capital values of around £400m.  See the table below.

The majority of the schemes that have been awarded or which are scheduled for development have been long-term DBFO contracts covering new police stations and HQ buildings, fleet provision and management, custodial facilities, stabling, firearms training and airborne services. On several of the larger contracts, FM services have extended beyond the provision of building maintenance, cleaning and other 'blue collar' services into administrative and clerical support.

The Home Office had been urging all police authorities to consider PFI as a means of procuring funding for capital schemes and service delivery. Its allocation over the 3-year period 2001/02 - 2003/4 for local police PFI capital projects had been around £240m. However, with the Government having announced that it will no longer procure PFI schemes with capital values of less than £20m, it would appear that if PFI is the preferred procurement route, then police projects may need to be delivered under grouped contracts between different police authorities.  . As in the Primary care sector, future projects could be funded in a similar way to the NHS LIFT programme.

	Table 20: Police Service PFI/PPP Projects with FM   Signed & Preferred Bidder Status as of June 2004

	Provider
	Project
	Status
	Capital Value £m

	Equion/Amey Business Services
	British Transport Police
	Operational
	

	HBG Construction
	Cheshire Police - relocation of HQ & training centre
	Operational
	34

	HBG Construction
	Cheshire Police - rationalisation of 3 custody facilities
	Signed
	16

	HBG Construction
	Cleveland Police  - custody facilities, offices DBFO
	Operational
	20

	Equion Plc
	Cleveland Constabulary firearms & training unit
	Operational
	9 

	Thomas Armstrong Construction
	Cumbria County Council –Workington Police Station
	Operational
	5

	Bowmer & Kirkland
	Derbyshire Police - Ilkeston Police Station DBFO
	Operational
	5 

	HBG Construction
	Derbyshire Police -  –rebuild div. offices & police station
	Operational
	16 

	DPA Support Services
	Dorset Police - new HQ and 3 section stations
	Operational
	15

	RH Consortium
	Gloucestershire Constabulary– new HQ DBFO
	Development
	17

	Equion Plc
	Greater Manchester Police –17 new stations DBFO
	Development
	38

	David Mclean
	Gwent Constabulary –Ystrad Manach police stations offices
	Operational
	

	Vinci Plc
	Kent Police – 3 stations DBFO
	Preferred bidder
	18

	Equion Plc
	Metropolitan Police - 4 stations SE London DBFO
	Development
	100

	Equion Plc
	Metropolitan Police – firearms & training facility DBFO
	Operational
	30

	Alfred McAlpine Business Services
	Metropolitan Police – 10 year FM concession
	Preferred bidder
	

	Babcock & Brown/Balfour Beatty
	Norfolk Constabulary HQ DBFO
	Operational
	21

	Babcock & Brown Properties
	North Wales Police DBFO
	Operational
	13

	Sussex Custodial Services
	Sussex Police Authority - 4 new custodial centres DBFO
	Operational
	20 

	Babcock & Brown Properties
	Strathclyde Police Training centre DBFO
	    Operational
	32

	Babcock & Brown Properties 
	Thames Valley Police Southern Oxfordshire Area HQ, Abingdon
	Operational
	15

	Vinci Plc
	Wiltshire Police Authority – new divisional HQ Swindon + 4 area stations
	Signed
	9

	Source: AMA Research/Home Office/Trade Sources


The leading company in the police authority PFI FM sector is Equion FM, although Rentokil Initial Management Services, HBG FM, Reliance Secure Task Management and Vinci Partnerships are fast making headway in this sector. 

DPA Support Services  – Norwest Holst, WS Atkins FM
Babcock & Brown Properties + Balfour Beatty, Rentokil Initial Management Services.

Equion Plc – Equion Investments, Equion FM

HBG Construction – HBG Projects, HBG FM
RH Consortium - Halifax Bank of Scotland, YJL Lovell (replacing Ballast), Reliance Secure Task Management

Sussex Custodial Services  - The Royal Bank of Scotland, Charterhouse Project Equity Investments, YJL Lovell (replacing Ballast), Reliance Secure Task Management
Vinci Plc –Vinci Investments, Norwest Holst Construction, Vinci Partnerships
5.3.2.4
Department for Constitutional Affairs (DCA) 
In recent years, a smaller market that has offered some growth opportunities for FM has been the PFI DBFO courts sector, although scheduled projects are relatively small compared to some grouped schools and NHS acute hospital schemes. Following the report of the Better Buildings Group, the then Lord Chancellor's Department launched a major re-development programme for courts in England, to modernise old court buildings and service provision, thereby opening up opportunities for FM outsourcing. Following the Spending Review 2000 (covering a 4-year period to the end of March 2004), some £210m worth of PFI credits had been allocated to the Lord Chancellor's department to support development and refurbishment 

The Court Service (CS), an executive agency of the DCA, manages one programme of projects, covering the management and funding of Crown and county court projects. On CS schemes, a project sponsor heads the project team, while final responsibility rests with the Court Service PFI Steering group.

Under a second programme, magistrates’ courts in England and Wales projects are jointly managed by Local Authorities (LA) and Magistrates Court Committees (MCC). Through PFI schemes, local authorities or magistrates courts committees are free to approach the private sector for investment.

On LA/MCC schemes, however, the DCA HQ co-ordinates the overall PFI programme, approves schemes and provides funding and technical support for projects. LA/MCC schemes are being contracted out in phases, as there is only a limited amount of PFI credits available each year, which in turn determines the number and size of contracts that can be let. In Northern Ireland, the Northern Ireland Courts Service acts as the contracting body.

The rate of outsourcing in this sector has been relatively slow due to limitations imposed by the maximum of £210m worth of available credits imposed under the Spending Review. Currently, there are around 10 local authority magistrates’ courts schemes being developed under PFI. All these schemes involve the transfer of non-core services to FM contractors for period of between 25–30 years. The overall programme has been divided into 3 phases, with First Phase projects either having been completed or under development, as shown in the table below: -

· Phase 1 included the 'pathfinder' scheme for Hereford and Worcester Magistrates Courts, where 3 new courts are being provided and 1 other is being refurbished under a DBFO contract. Other court schemes listed for Phase One are Humberside Magistrates Courts, Derbyshire Magistrates Courts, Merseyside Magistrates Courts and Manchester Magistrates Courts. 

· Phase 2 of the overall project covers the provision of accommodation for Avon & Somerset Magistrates' Courts, Bedfordshire Magistrates' Courts, Bolton Magistrates' Courts and West Midlands Magistrates' Courts. 

· Phase 3 covers Gloucestershire Magistrates' Courts, with ministerial approval having recently been given to pursue projects in Cheshire, Essex and Gwent.

In addition, there is a number of other MCC’s bidding for places within the programme.

	Table 21: Courts PFI Projects Signed & Preferred Bidder Status as of June 2004

	
	Project
	Status
	Capital Value £m

	Amey Barclay
	Avon & Somerset Magistrates Courts DBFO
	Preferred bidder
	26

	
	Bedfordshire Magistrates Court
	
	

	
	Bolton Magistrates Court
	
	

	NUPPP
	Bristol Civil Justice Centre DBFO
	Preferred bidder
	20

	
	Cheshire Magistrates Courts
	
	

	David Mcleans Developments
	Chester Civil Justice Centre – private developer scheme
	Operational
	

	Derbyshire Courts
	Derbyshire Magistrates Courts DBFO
	Operational
	31

	Modern Courts
	East Anglia Crown Courts DBFO
	Development
	25

	
	Essex Magistrates Courts
	
	

	Enterprise Civic Buildings
	Exeter Combined Courts DBFO
	Development
	15

	
	Gloucestershire Magistrates Court
	
	

	
	Greater Manchester Magistrates Court
	
	

	
	Gwent Magistrates Courts
	
	

	Law Courts Partnership
	Hereford and Worcester Magistrates Court DBFO
	Operational
	25

	Modern Courts 
	Humberside Magistrates' Courts DBFO
	Operational
	19

	Bovis/Allied London Props.
	Manchester Civil Justice Centre DB – no FM
	Development
	100 

	CG4SC
	Manchester Magistrates' Courts DBFO
	Development
	38

	
	Merseyside Magistrates Court
	
	

	Centreland Partnerships
	Sheffield – Family Hearing Centre DBFO
	Development
	5

	
	West Midlands Magistrates Court
	
	

	Source: AMA Research/DCA/Trade Sources


Amey Barclay - Amey Business Services
CG4SC – Group 4 Carillion Societe Generale - Carillion, Societe Generale, GSL
Centreland Partnerships – MJ Gleeson, Aedas AHR, Centreland

Derbyshire Courts – Babcock & Brown Properties, HBG Construction, Dalkia, Online Architects, Rentokil Initial Management Services
Enterprise Courts - Alfred McAlpine, HSBC Infrastructure Fund Management, Sodexho
Law Courts Partnership – Babcock & Brown Properties, HGB Kyle Stewart, Rentokil Initial Management Services.

Modern Courts – Mowlem Construction, Innisfree, Mowlem Aqumen

As most MCC schemes have capital values in excess of £20m future developments ought not to be affected by the Government’s implementation of the £20m minimum capital works value for PFI. 

5.3.2.5 Higher Education

In the higher education sector, the principal funding authority is Higher Education Funding Council for England (HEFCE), providing funds for 77 universities, 18 directly funded schools and institutes of the University of London, 41 higher education colleges and higher education courses at 171 further education colleges. The HEFCE itself is allocated credits by the DfES. With respect to Scotland, Wales and Northern Ireland, funding is provided by the relevant higher education funding councils: Department for Employment & Learning (N. Ireland), the Scottish Higher Education Funding Council and the Higher Education Council Funding for Wales.

Underpinned by the Government’s commitment to increase the numbers of places at HE & FE establishments, it has been necessary for these institutions to invest in developing infrastructure to cope with increases in demand for places. The most urgent areas that are being addressed are maintenance backlogs and the provision of additional and remodelled space for teaching, research and student accommodation. Direct investment from the public sector is now minimal, with the Government urging the use of private finance. Among the main approaches have been direct loans and PPP s such as joint ventures, with HE & FE institutions retaining ownership of assets.

For each project, HEFCE provides up to 50% of the cost of professional fees, plus advice and guidance on various aspects of procurement. As of June 2004 around 12 PPP University schemes have been signed, most of which have been for student accommodation. Most of these have been DBFO schemes, while others have mainly involved the transfer of management and the provision of support services to the private sector. However, the outsourcing of FM services for educational facilities has remained very limited.

As of June 2004, the leading operator in this sector is Jarvis University Partnerships Programme with contracts at around 22 universities including 14 UPP contracts. The other main player is another specialist in this sector, Unite Plc.

5.3.2.6
Miscellaneous Government Departments & Agencies

This section contains miscellaneous, but significant schemes involving the provision of FM services. As indicated, FM services are being delivered on most of these projects under PFI concessions lasting around 20-30 years. The remainder are being provided under standard FM outsourcing deals typically lasting between 3-5 years. Among the largest of these projects are:

Inland Revenue & HM Customs and Excise – most of the combined estate of these 2 departments are now managed by Mapeley under the STEPS contract. Starting in April 2001 this contract, worth around £2bn, is set to run for 20 years, with serviced accommodation being handled on a regional basis by Mowlem Aqumen, MacLellan and Coflex. Several individual offices within the IR however, have separate contracts- 

The Newcastle estate is operated by the Newcastle Estate Partnership (AMEC Construction Management & Interservefm).  Bootle PFI Solutions (Babcock & Brown and Mowlem Aqumen) operates the Bottle office. A consortium featuring London & Regional Properties and Balfour Beatty (with Haden Building Management) operates the Manchester & Stockport offices DBFO scheme.

Department for Work & Pensions - under the PRIME contract, the estate of the DPW is managed by Land Securities Trillium, for a fixed annual payment of £250m over a 20-year concession, 1998 –2028, with 7 partners delivering services including: -

The HM Treasury offices at Great George Street have recently been extensively re-developed under a DBFO contract by the Exchequer Partnership consortium with Johnson Workplace FM providing ‘soft’ services and Bovis Lend Lease FM the ‘hard’ FM services.

GCHQ, Cheltenham is a DBFO project with a capital value of £330m now in operation. The contracting consortium is Integrated Accommodation Services with Global Solutions managing FM services. 

	Table 22: Other Government Department Sponsored PPP Projects incorporating FM as of June 2004

	Consortium
	Contracting Authority
	Project
	Status
	Cap Value (£m)

	Integrated Accomm.Services
	Cabinet Office/FCO
	New GCHQ, Cheltenham, PFI DBFO
	Operational
	330

	Ecovert FM
	Cabinet Office
	FM for 20 buildings in London PPP
	Operational
	

	Laser  (Teddington II)
	Dept of Trade & Industry
	National Physical Laboratory PPP DBFO
	Operational
	89

	LS Trillium
	Dept for Work & Pensions
	PRIME Contract for estate outsourcing
	Operational
	

	Exchequer Partnership
	HM Treasury
	Re-development of GOGGS building & FM PPFI
	Development
	141

	Kajima Consortium
	Health & Safety Executive
	Re-development of Bottle offices PFI DBFO
	Development
	55

	London & Regional Prop
	Inland Revenue
	Manchester & Stockport offices PFI DBFO
	Operational
	32 

	Bootle PFI Solutions
	Inland Revenue
	St John's House Bootle, offices PFI DBFO
	Operational
	15 

	Newcastle Estate Partnership
	Inland Revenue
	Newcastle estate.  PFI DBFO
	Operational
	164

	Mapeley
	Inland Revenue/HMC & E
	STEPS – management of joint estate
	Operational
	235

	Global Solutions
	Met Office
	FM services a t Bristol HQ for 15 years PFI DBFO
	Operational
	80

	MITIE Managed Services
	Office of the Deputy Prime Minister
	FM services at main London office
	Operational
	22 WLV

	Mowlem Aqumen
	Planning Directorate
	FM services
	Operational
	

	Integral
	Stationery Office
	FM services
	Operational
	

	Source: AMA Research/Various Government Departments/Trade Sources


Bootle PFI Solutions – Edmund Kirby, Mowlem Building, Mowlem Aqumen
Exchequer Partnership - Bovis Lend Lease, Stanhope Plc, Johnson Workspace Management + Bovis Lend Lease FM

Integrated Accommodation Services - Carillion Construction, BT, Global Solutions

Kajima Consortium -  Kajima Partnerships, Honeywell and Reliance Integrated Services

Laser (Teddington II)  -  Serco Investments, Equion Plc, Serco


London & Regional Properties + Balfour Beatty Construction & Haden Building Management

Mapeley- Fortress Investment Corp., Soros Real Estate Partners, Halifax Bank Plc, DTZ Debenham Thorpe, Delancey Estates, EDS, Mowlem Aqumen, MacLellan International and Coflex.

Newcastle Estate Partnerships - AMEC Construction Management & Interservefm
5.3.3
Healthcare

5.3.3.1
Overall Market Trends

As in other areas of the public sector, NHS facilities services managers have sought to minimise operations costs through outsourcing non-clinical services. Since the mid-1990s, there has been a steady increase in the contracting out of non-clinical support functions under standard sub-contracts, although this has mainly been for the provision of hotel services at larger acute hospitals. At existing acute hospitals and other types of healthcare facility it is estimated that some 40-45% of support services are now outsourced, compared to around 30% in 1995. However, these have mainly been delivered either under single service or 'bundled' contracts. According to some industry sources, TFM outsourcing accounts for only around 10-15% of total outsourced service contracts. However, among larger acute hospital NHS Trusts, there appears to be a greater degree of TFM outsourcing with some 30-40% of NHS Trusts using this approach.

However, TFM outsourcing has been on the increase, underpinned principally by the growth in the number of FM concessions coming on stream under PFI DBFO contracts. Although, only around 25 PFI hospitals are operational as at June 2004, annual FM revenues under each of these schemes are high, typically ranging between £5m -13m, and thus have made an important contribution towards market growth rates for outsourced FM services. The table below shows our estimates for the NHS Trust market for outsourced non-clinical services, although it is important to note that the figures relate to services delivered under individual as well as ‘bundled’ and TFM contracts. 

	Table 23: UK Healthcare Market For Non-Clinical Support Services 
(At Current Prices) 1998-2007

	Year
	Value
(£ million)
	Change
(%)

	1998
	650
	

	1999
	728
	+12

	2000
	815
	+12

	2001
	921
	+13

	2002
	1013
	+10

	2003 
	1085
	+7

	2004 Fcst
	1170
	+8

	2005 Fcst
	1260
	+8

	2006 Fcst
	1355
	+7

	2007 Fcst
	1460
	+7

	Source: AMA Research/Trade Estimates



In 2003, we believe that there has been some slowing down in growth rates due to delays on a number of major PFI projects. However, over the medium term it is anticipated that there will be some increase in growth rates due to a large number of other types of PPP developments coming on stream that involve the provision of FM services.

Under the NHS Plan, the NHS has set out the government strategy for investment in the NHS with sustained increases in funding, delivered through a mix of public capital, private finance and NHS Local Improvement Finance. The aim is to expand capacity in the healthcare sector and shift the burden of healthcare provision from the acute hospital sector onto the Primary Care sector. Major investment in NHS buildings has already taken place to achieve:

· 100 PFI hospital schemes by 2010 

· 20 new generation Diagnostic and Treatment Centres by 2004

· up to 3,000 family doctors' premises substantially refurbished or replaced and 500 new one-stop primary care centres under NHS LIFT.

5.3.3.2
Service Mix

Typically, within the NHS Trust, in-house and contract FM managers specify a mix of in-house and outsourced services, with between 65-75% using this approach. There are certain functions where in-house provision still remains dominant, in particular sterile services and IT/telecommunications, as illustrated in the table below. Those functions where the level of outsourcing is highest are laundry services, non-emergency patient transport, waste management, porterage and the cleaning of floors etc.
	Table 24: Mix in Key Non-clinical Services Provision at Existing NHS Trust Facilities by Volume 

	Function
	Outsourced %
	In-house %

	Laundry
	70 -75
	25 -30

	Non emergency patient transport
	60 -65
	30 -35

	Building cleaning and waste management
	43 -48
	52 -57

	Security
	40 -45
	55 -60

	Equipment maintenance
	35 -40
	60 -65

	Energy management
	35 -40
	60 -65

	Catering
	25 -30
	70 -75

	Porterage
	25 -30
	70 -75

	Building O & M
	25 -30
	70 -75

	IT/Telecommunications
	15-20
	80 -85

	Sterile services
	5 -10
	90 -95

	Source: AMA Research/Trade Estimates



As the table above shows, outsourcing is generally higher for ‘soft’ rather than ‘hard’ FM services. While single service provision is relatively commonplace at smaller healthcare facilities, e.g. day-care centres, clinics etc, at larger acute hospitals, 'soft' services are increasingly being delivered as part of 'bundled' contracts.

Routine estates/building services, including M & E services, building fabric and grounds maintenance are still largely the domain of estates departments, which provide their own teams of engineers and other maintenance staff. For the 30-35% of estates services being outsourced, most are typically 'bundled' as 'hard' FM contracts, comprising the full range of building O & M services. 

However, under PFI projects, typically with capital values of £25m+, contracts typically specify integrated service provision. Under this type of system, a prime FM contractor typically undertakes the management function with service partners performing the required services. Some prime contractors, however, are able to self-perform FM services themselves.

PPP/PFI

Following a long delay, PFI/PPP has now become established procurement route for the construction of new hospital buildings and for the delivery on non-core support services under TFM. Through PFI, there has been a pronounced trend towards the outsourcing of the management function as well of non-core services. However, while most standard non-core service outsourcing has been for ‘hotel’ services only, under PFI both ‘soft’ and ‘hard’ services are integrated, although actual service providers on some contracts differ. For example, at the Waslgrave hospital near Coventry, Skanska Facilities provides ‘hard’ FM and Sodexho supplies ‘hotel’ services. 

Since the Government’s Comprehensive Spending Review 2000, some £11bn+ of capital expenditure has been pledged for PPP/PFI healthcare projects by 2010. This covers over 180 NHS projects in the UK, ranging in size from £1m to over £800m at capital values. Generally, most schemes with capital values of £30m+ are larger DBFO acute hospital developments, often involving site rationalisation, large-scale re-development or new build. Most of these contracts also require the provision of non-clinical support services, typically under concessions lasting 30 years. 

Typically, those projects with capital values below £30m are for schemes such as the re-development of community hospitals, small DGHs and mental health facilities. Some contracts are considered too small to feature FM outsourcing as part of the contracts. On mental health facilities projects, FM services are generally retained in-house due to the sensitive nature of their operations.

With a few exceptions, most recent major NHS hospital schemes – both acute and community - have been procured and delivered through the PFI. In 2001, 9 new hospital developments worth £1.3bn were started, followed by 9 (£1.1bn) in 2002. By 2010, around 100 new acute hospitals are scheduled for completion. As of January 2004, over £3bn worth of PFI hospital contracts, with capital values of £15m+ have been signed, while 26 projects (capital values of £15m+) with a combined capital value of over £1.5bn have been completed.
Since May 1997, major NHS hospital schemes (with capital values of £25m+) have been let in a series of ‘waves’. As of December 2002, 3 ‘waves’ have been prioritised, so that schemes are ‘staggered’ in order that the market is not overburdened.  Most of the First Wave schemes, comprising 14 pilot projects, are now in operation, while most of the Second Wave projects, announced in April 1998, are currently under development. In April 1999 a Third Wave comprising 6 schemes was announced, all of which were at the Preferred Bidder stage at the end of 2002. The Fourth wave comprises 11 schemes, the Fifth wave, 13 and the Sixth, 5. The table below provides a summary of the state of progress as of July 2004.

	Table 25: NHS Major Hospital PFI/PPP Projects in England- Status as of July 2004.

	Status
	No. Schemes
	Total Capital Value £m

	Completed
	21
	1,527

	Under construction
	6
	1,329

	2nd wave schemes awaiting financial closure
	3
	1,260

	3rd wave schemes prioritised
	4
	738

	4th, 5th & 6th wave schemes at OJEC stage
	18
	2,957

	4th, 5th & 6th wave schemes pre-OJEC
	12
	2,808

	TOTAL
	64
	11,114

	Source: Department of Health


The table below provides a more detailed listing of PFI projects with capital values of £15m and over. It is important to note that project values often change, as NHS Trusts and/or the DoH often re-evaluate schemes to see whether there are other options offering better value. Therefore, the capital values shown in the right hand column may have recently changed in some cases.  Although we have attempted to be as up-to-date and comprehensive as possible, there may be the odd omission.
	Table 26: NHS PFI Projects with Capital Values £15m+ –Signed & Preferred Status as of July 2004

	Provider
	Contracting NHST
	Project
	Capital Value £m
	Status

	Key Health (Addenbrookes)
	Addenbrookes
	Expansion DBFO
	67
	Preferred bidder

	Ryhurst/Rydon Group
	Avon & Wiltshire Mental Health P’ship
	14 new mental health units
	83
	Signed

	Catalyst Healthcare
	Barking, Havering & Redbridge
	New DHG, Romford DBFO
	238
	Signed

	Metier UK
	Barnet & Chase Farm Hospitals
	Modernising Barnet General DBFO
	54
	Operational

	Skanska Innisfree
	Barts and the London
	Re-development DBFO
	620
	Preferred bidder

	Prospect Healthcare
	Berkshire Healthcare
	New SGH DBFO 
	30
	Operational

	
	Bradford Hospitals
	Part of batched contact  -DBFO
	191
	Out to tender

	Interior Services group
	Brent PCT
	New facilities at Willesden
	19
	Operational

	
	Brighton Healthcare
	Children’s hospital DBFO
	44
	

	United Healthcare 
	Bromley Hospitals
	Farnborough Hospital DBFO
	118
	Development

	Baglan Moor Healthcare
	Bro Morgannwg NHS Trust 
	Neath Port Talbot Hospital DBFO
	74
	Operational

	
	Buckinghamshire Hospitals
	Site rationalisation
	45
	Operational

	
	Burnley Healthcare
	New medical facility
	27
	Preferred bidder

	Catalyst Healthcare
	Calderdale & Huddersfield
	Rationalise Calderdale Hospital DBFO
	65
	Operational

	Catalyst Healthcare
	Central Manchester/Manchester Childrens University Hospitals
	New hospital DBFO
	250
	Signed

	Consort Healthcare
	County Durham & Darlington Acute Hospitals
	New hospital replacing Dryburn DBFO
	61
	Operational

	Criterion Healthcare
	County Durham & Darlington Acute Hospitals
	Bishop Auckland GH DBFO
	48
	Operational

	Balfour Beatty/Balfour Kilpatrick
	County Durham & Darlington Acute Hospitals
	West Park new mental health unit
	16
	Development

	The Hospital Company
	Dartford & Gravesham
	Darenth Valley Hospital DBFO
	94
	Operational

	Summit Healthcare (Dudley)
	Dudley Group of Hospitals
	Rationalisation/re-dev. 4 hospitals DBFO
	137
	Development

	BB/Charterhouse Healthcare
	East Lancashire Hospitals
	New hospitalS DBFO
	110
	Development

	
	Essex Rivers Healthcare
	Colchester Hospital rationalisation
	127
	Shortlist

	Gloucs’ H’care P’ship
	Gloucestershire Hospitals
	New hospital DBFO
	37
	Development

	
	Greenwich LB/Greenwich PCT
	Nursing care facilities DBFO
	19
	Operational

	MJ Gleeson/Rotch
	Guildford & Waverley
	Farnham Community Hospital DB
	29
	Operational

	MJ Gleeson
	Guy & St Thomas Charitable Foundation
	Evelina Children’s Hospital, London
	36
	Preferred bidder

	Investors in the Community (Buxton)
	Health & Safety Laboratory
	Estate rationalisation – Sheffield, Buxton
	56
	Development

	Mercia Healthcare
	Hereford Hospitals
	New DGH DBFO
	64
	Operational

	Craig Phadrig Healthcare
	Highland Primary Care NHS Trust
	New Craigs Hospital DBFO
	17
	Operational

	Prospect Healthcare
	Hinchingbrook Healthcare
	New ACAD centre, Huntingdon
	22
	Preferred bidder

	Hull Maternity Dev.
	Hull & East Yorkshire Hospitals
	Hull Royal infirmary maternity unit
	22
	Operational

	Integrated Care Solutions
	Kent County Council
	2 new healthcare DBFO
	17
	Signed

	Hospital Partnership
	King’s College Hospital
	New block
	76
	Operational

	HGDH 
	Lanarkshire Acute Hospitals NHS Trust
	Hairmyres Hospital DBFO
	68
	Operational

	Summit Healthcare (Wishaw)
	Lanarkshire Acute Hospitals NHS Trust
	Wishaw GH DBFO
	100
	Operational

	Catalyst Healthcare
	Leeds Teaching Hospitals
	St James University Hospital DBFO
	174
	Preferred bidder

	HBG/UME
	Leeds Teaching Hospitals
	Wharfedale Hospital – serviced accommodation
	14
	Development

	Accent Partnerships
	Leeds Mental Health Teaching
	Re-provision of mental health facilities
	47
	Operational

	Mowlem Health Solutions
	Lewisham Hospital
	University hospital new clinical building DBFO
	47
	Preferred bidder

	Consort Healthcare
	Lothian University Hospitals NHS Trust
	RIE & UEMS DBFO
	225
	Operational

	
	Maidstone & Tunbridge Wells/Invicta Community care
	
	290
	

	Bouygues/Ecovert FM
	Mid Essex Hospitals
	Broomfield Hospital DBFO
	120
	Preferred bidder

	
	Mid Yorkshire Hospitals
	Wakefield
	211
	

	Jarvis
	Newbury & Community PCT
	Community hospital DBFO
	19
	Operational

	Equion
	Newcastle upon Tyne Hospitals
	Re-development hospitals DBFO
	250
	Preferred bidder

	
	New Forest Primary Care Trust
	Community hospital, Lymington
	
	

	Equion Hospitals
	Newham Healthcare
	Modernising services at Newham GH
	25
	Signed

	Octagon Healthcare
	Norfolk & Norwich Health
	New Norfolk & Norwich Univ. Hospital DBFO
	158
	Operational

	
	Northampton Community Healthcare
	Reprovision of mental health, accommodation and associated services
	
	

	Equion/Amey Business Svcs
	Birmingham and Solihull Mental Health 
	
	16
	Operational

	AMEC/Interservefm
	North Cumbria Acute Hospitals
	Cumberland Infirmary DBFO
	67
	Operational

	Town Hospitals
	North. Staffs. Combined Healthcare
	Harplands Hospital mental health facilities
	28
	Operational

	Equion Hospitals/Sodexho
	North Staffordshire Hospitals & North Stoke Primary Care
	New acute and new community hospitals
	350
	Preferred bidder

	
	Northants Community Trust
	New mental health facilities
	19
	Preferred bidder

	MJ Gleeson
	Northumbria Healthcare
	Development Wansbeck GH DB
	18
	Operational

	Catalyst Healthcare
	Northumbria Healthcare
	Hexham GH DBFO
	29
	Operational

	Robertson Group
	Northumberland Mental Health
	St George’s Hosp, Morpeth m/h unit
	25
	Preferred bidder

	
	North Middlesex Hospitals
	
	74
	

	Bouygues
	North West London Hospitals
	Brent ECU DBFO
	69
	Development

	Clugston Construction
	Nottingham University Hospitals
	Queens Medical Centre DB
	17
	Operational

	Project Mgmt Services
	Nuffield Orthopaedic
	Re-development orthopaedics Oxford
	37
	Operational

	Anvil Healthcare
	Oxleas & Greenwich
	Reprovision of mental health services
	15
	Operational

	The Hospital Company
	Oxford Radcliffe Hospitals
	John Radcliffe hospital relocation DBFO
	134
	Development

	Impregilo
	Oxford Radcliffe Hospitals
	Churchill relocation DBFO
	60
	Preferred bidder

	
	Peterborough Hospitals
	DBFO
	290
	Out to tender

	
	Plymouth Hospitals
	Derriford Hospital
	100
	Delayed

	The Hospital Company
	Portsmouth Hospitals
	Re-develop Queen Alexandra hospital
	192
	Preferred bidder

	Meridian Hospital Company
	Queen Elizabeth Hospital
	Queen Eliz. Hospital, Woolwich DBFO
	96
	Operational

	
	Royal Brompton & Harefield, St Mary’s & Imperial College London
	Paddington Health Campus DBFO
	800
	Delayed

	
	Royal Wolverhampton Hospitals
	New Cross Hospital DBFO
	312
	Re-tendering

	
	Salford Royal Hospitals
	Part of batched deal with Bradford & Tameside
	190
	Out to tender

	Canmore Partnership
	Salisbury Healthcare
	
	30
	Signed

	Jarvis
	Sandwell & West Birmingham Hospitals
	New ACAD centre, Birmingham DBFO
	22
	Development

	Kajima Europe
	Sheffield Teaching Hospitals
	Northern General Hospital
	30
	Preferred bidder

	
	Sherwood Forest Hospitals
	
	125
	

	
	Southampton University Hospitals
	
	60
	

	Taylor Woodrow/Innisfree
	South Buckinghamshire
	Wycombe & Amersham hospitals. DBFO
	40
	Operational

	Healthcare Projects
	Southern Derbyshire Acute Hospitals
	Derby - City General Hospital DBFO
	312
	Development

	
	South Devon Healthcare
	
	120
	

	South Manchester Healthcare
	South Manchester Univ. Hospitals
	Wythenshawe Hospital DBFO
	67
	Operational

	Endeavour
	South Tees Acute Hospitals
	Redevelopment of James Cook University hospital DBFO
	122
	Development

	Catalyst Healthcare
	Wandsworth PCT
	Queen Mary Hospital, Roehampton DBFO
	25 
	Development

	Enterprise Healthcare
	Stoke Mandeville Hospitals
	New hospital DBFO
	30
	Signed

	Blackshaw Healthcare
	St George’s Healthcare
	New neuro-cardiac unit DBFO
	46
	Development

	Taylor Woodrow
	St Helens & Knowsley Community
	Re-development of 3 hospitals
	229
	Preferred bidder

	
	St Mary’s 
	Paddington Basin
	800
	Delayed

	The Hospital Company
	Swindon & Marlborough
	Great Western Hospital new DGH DBFO
	100
	Operational

	
	Tameside & Glossop Acute Services
	Part of batched deal with Bradford & Salford
	84
	Out to tender

	Consort Healthcare
	University of Birmingham & Solihull Mental Health
	Queen Elizabeth Hospital DBFO and separate mental health facilities
	521
	Signed

	
	United Bristol Healthcare
	
	104
	

	Health Management (UCLH)
	University College London Hospitals
	Rationalisation of sites DBFO
	422
	Development

	The Coventry & Rugby Hospital Co.
	Univ. Hospitals Coventry & Warwicks/Coventry Healthcare
	DBFO of Walsgrave Hospital
	379
	Development

	
	University Hospitals of Leicester
	
	403
	

	
	Walsall Hospitals
	Walsall Manor Hospital
	100
	Re-tendering

	Catalyst Healthcare
	Wandsworth Primary Care Trust
	Queen Mary’s new ACAD hospital
	26
	Signed

	Bouygues
	West Middlesex University Hospitals
	New GH DBFO, Isleworth
	60
	Operational

	Investors in Health
	West Sussex Health & Social Care
	Graylingwell Hospital reprovision
	22
	Operational

	
	Whipps Cross University Hospital
	Redevelop DGH in Leytonstone, London
	250
	Advertised

	Jarvis
	Whittington Hospital
	New facilities DBFO
	23
	Development

	Catalyst Healthcare
	Worcestershire Acute Hospitals
	Worcs. Royal Hospital new DBFO
	87
	Operational

	Source: AMA Research/Department of Health/Trade Sources


As of January, the leading main contractors in the NHS PFI sector in the UK, in terms of numbers of contracts closed or awarded preferred bidder status are Bovis Lend Lease, Carillion, Skanska UK and Balfour Beatty. For PFI/PPP hospital projects in Wales, Scotland and Northern Ireland, these are listed in tables in the relevant section. Bovis Lend Lease leads the Catalyst Healthcare consortium while Carillion mainly operates through The Hospital Company consortium. Generally, other leading players operate as partners in various contract-specific consortia. Listed below are consortia that have signed deals and/or achieved preferred bidder status on NHS contracts in England with capital values of £15m+: -

The names of FM service companies below are italicised. Where they are preceded by a dash, they operate as sub-contractors. Where there is no dash they are consortia members.

Baglan Moor Healthcare – Kier Project Services, Interserve Plc, SSL, Charterhouse Project Equity Investments - Caxton FM
Canmore Partnership (Salisbury) - MJ Gleeson, Bank of Ireland - Parsons Brinckerhoff
Catalyst Healthcare – Bovis Lend Lease, British Linen Bank, Societe Generale- Sodexho (soft FM), Bovis Lend Lease FM (hard FM)

Criterion Healthcare – Shepherd Construction, HCDA, Charterhouse Project Equity Investments, ISS Mediclean
Consort Healthcare – Balfour Beatty, Royal Bank of Scotland and AWG Construction - Haden Building Management
The Coventry & Rugby Hospital Company Plc - Skanska Construction, Skanska Rashleigh Weatherfoil (Skanska Facilities –hard FM), Innisfree, GE Medical Systems, ISS Mediclean (soft FM)
Endeavour – Mowlem, Innisfree, Barclays - Mowlem Aqumen
Enterprise Healthcare – Alfred McAlpine, Charterhouse Equity Investments, Sodexho
Gloucestershire Healthcare Partnership - Bilfinger Berger BOT, U, Landesbank Hessen-Thüringen Girozentrale (Helaba), M+W Zander Facility Management

HDGH – Kier Build, ISS Mediclean, Caxton FM
Healthcare Projects – Skanska Construction/Skanska Rashleigh Weatherfoil, Innisfree - Medirest (soft FM), Skanska Facilities (hard FM)

Health Management (UCLH) – Balfour Beatty Special Projects, AMEC, Interservefm
Hospital Partnership – Costain/Skanska, Edison Capital, Sodexho
The Hospital Company – Carillion Building Special Projects/Carillion Services plus various investment banks e.g. Royal Bank of Scotland, Barclays, Innisfree – Carillion Services
Hull Maternity Development -Bilfinger Berger BOT, M +W Zander Facilities Management
Integrated Care Solutions – Costain, NIB Capital Bank – Shaw Healthcare
Investors in the Community (Buxton)  - Rotch Property Group, Charterhouse Project Equity Investments, Shepherd Securities, Interserve Investments - Interservefm
Investors in Health –James Longley  (Kier Project Investment+ Caxton FM)

Key Health (Addenbrookes) – Alfred McAlpine Capital Projects, NIB Capital Bank BV, Alfred McAlpine Business Services
Mercia Healthcare - Charterhouse Bank, W S Atkins, Alfred McAlpine, Sodexho
Meridian Hospital Co. - Equion Plc, Innisfree – Equion FM

Mowlem Health Solutions - 

Octagon Healthcare - Equion Plc, Barclays Infrastructure, Innisfree, 3i Plc, Serco Investments – Serco Ltd
Project Management Services – AWG Construction, Global Solutions
Prospect Healthcare – Kier, Innisfree, ISS Mediclean
Skanska Innisfree – on Barts & the London with Equion Plc

South Manchester Healthcare – Alfred McAlpine, WS Atkins, Innisfree, Sodexho
Summit Healthcare (Dudley) – Sir Robert McAlpine, Bank of Scotland Infrastructure Finance, Siemens Business Services, Interservefm
Summit Healthcare (Wishaw) – Sir Robert McAlpine, British Linen Bank, Edison Capital Europe, Serco Ltd
Town Hospitals – Carillion, United Medical Enterprises (UME) - Carillion Services
United Healthcare (Farnborough) - Taylor Woodrow Construction, Innisfree, Barclays UK Infrastructure Fund + ISS Mediclean

Since the 2003 edition of this report there have been several major trends in the way construction and FM services are being procured under PPP contracts. These are: -

· A simplification of the PFI procurement model

· The implementation of other PPP procurement models other than PFI, notably NHS LIFT, ProCure 21 and Diagnostic Treatment Centres (DTCs).

· This is linked with a shift in emphasis in the way healthcare services are delivered, away from NHS Trust acute services and onto Primary Care providers, independent DTCs, ACADs

· The use of PFI only on schemes with capital values of £20m+

· Batched procurement 

A key issue for contractors has been the length of tendering processes, typically lasting between 14 months and 2 years. In 2002, the DoH restructured the procurement process by replacing the former 2-round 3-2-1 process with a straight 3 to 1 approach, intended to limit tendering periods to 9 months, i.e. between OJEC notice and preferred contractor status. The tables below illustrate the changes in the procurement model. The key changes here are that:

· NHS Trusts will have the option of using 4-2-1 or 3-1 models on schemes with values below £60m, the choice depending on the level of market interest. 

· On major schemes, fewer bidders are now to be allowed at each stage, which puts the onus on the NHS Trusts into refining their selection criteria.

	Table 27: Superseded PFI Procurement Model

	Stage
	Schemes>£25m
	Schemes <£25m

	PQQ
	Issued to market
	Issued to market

	PITN
	Issued to 6 bidders
	N/A

	F(ITN)
	Issued to 3 bidders
	Issued to 3 bidders

	BaFO
	Issued to 2 bidders
	Issued to 2 bidders

	Preferred bidder
	1 bidder remains
	1 bidder remains

	Source: Department of Health


	Table 28: New PFI Procurement Model

	Stage
	Schemes>£60m
	Schemes <£60m

	PQQ
	Issued to market
	Issued to market

	PITN
	Issued to 4 bidders
	N/A

	F(ITN)
	Issued to 2 bidders
	Issued to 3 bidders

	Preferred bidder
	1 bidder remains
	1 bidder remains

	Source: Department of Health


However, a number of major projects have still been delayed owing to factors such as:

· Changes in strategies by Health Authorities in the way services should be delivered, sometimes resulting in the transfer intermediary and diagnostic services from acute hospitals to the Primary Care sector.

· Difficulties experienced by NHS Trusts in attracting sufficient numbers of bidders or the withdrawal of bidders from the tendering process at the ITN stage. Reasons for this include the lack of interest among contractors due to factors such as prospectively high bidding costs, full order books or fears of resources being over-stretched through undertaking very large projects.

Since early 2003, several 2nd and 3rd wave schemes have been delayed, put on hold or even cancelled. A key issue here has been the DoH’s shift in emphasis from acute services to local care. 

· Because of fears of contractors being unable to deal with the sheer volume of work, 3 of the largest schemes drawn up have been put on hold for up to a year: -£800m Paddington Health Campus, ££295m Peterborough and £305m Whipps Cross in East London 

· A scheme with East Kent Hospitals had to be suspended after costs soared from the original estimate of £100m to £250m.

· In April 2004, the batched scheme involving hospitals in Bradford, Salford and   has been delayed because Bradford Teaching Hospitals NHS Trust has reportedly been considering other options to PFI.

· Major acute hospital DBFO projects for hospitals in Walsall and Wolverhampton have been delayed. At one point it was decided that they should have been batched, but now they are to go ahead separately.

· In May 2004, the £200m Wakefield and Pontefract hospitals scheme was put on hold with Mid Yorkshire Hospitals NHS Trust delaying the appointment of a preferred bidder. 

Because of the lack of capacity in the PFI sector, in 2004/2005 the DoH will be tendering out only half of the projects first expected. This could limit the total to only 6 projects as appear to be the maximum the current market can cope whereby each project should have a value of around £180-£250m. 

Because of the DoH’s concerns about the inability of the market to support the level of hospital development identified in the NHS Plan, it has been investigating the option of using batched procurement. Under the batched procurement proposals the DoH and 2 or 3 NHS Trusts would seek to identify a single private sector supply chain partner who would contract with them individually to undertake NHS PFI projects. The DoH is to manage the overall process, while the NHS Trusts would be jointly involved in selecting bidders as framework partners. With batched procurement, it is hoped that benefits would include reduced bid costs, economies of scale, design standardization and improvements in the supply chain through developing several schemes in partnership with one bidder. 

The pathfinder scheme was scheduled to involve Salford Royal Hospitals NHS Trust, Bradford Teaching Hospitals NHS Trust and Tameside and Glossop Acute Services NHS Trust, but as noted above this has been put on hold. However, in May 2004 11 companies put in bids for the second batched deal, the £132m Three Shires batched hospitals PFI scheme, comprising Derbyshire Mental Health Services Trust, Leicestershire Partnership NHS Trust and East Lincolnshire Primary Care Trust. 
If batched procurement on Major PFI schemes does become standard practice, opportunities for TFM contractors are likely to become more limited. However, now that the Government has declared that PFI procurement should not be used on schemes with capital values below £20m, it would appear that main opportunities for FM contractors would shift to other types of PPP contracting.

Until 2004, PFI had been a key route for procuring broad service and DBFO projects with capital values of less than £25m including; new health and care centres, mental health facilities, energy management services, managed equipment services, patient management systems, staff accommodation and catering services. Many former smaller projects that had been scheduled for PFI procurement are now to be delivered under alternative models such as the Local Improvement Finance Trust and ProCure 21 initiatives. This represents a major shift in procurement strategy, with the emphasis on trying to alleviate the burden of public healthcare provision on secondary care by increasing investment in the Primary Care sector. 

Under PFI, most concessions for FM service provision have been awarded to consortia on the larger DBFO contracts. However, DBFO contracts with capital values of £30m+ have typically been taking more than 2 years to finish the construction stage, with some of the largest taking between 6–8 years. Consequently, full FM services have generally been taking quite a long time to come on-stream. However, under new types of PPP such as the Local Independent Finance Trust, and ProCure 21 initiatives covering Treatment Centres and Primary Care, FM services will come on stream more quickly and so contribute to an increase in market growth.

Local Improvement Finance Trust (LIFT) programme

As part of the Government’s aim to reduce the pressure on hospitals, the LIFT programme has been implemented, shifting part of the burden on acute hospitals onto the Primary Care sector.  The NHS LIFT programme is a venture between Partnerships UK (PUK) and the Department of Health (DoH), trading as Partnerships for Health (PfH). LIFT is an additional procurement tool for local authorities and other primary health care providers. Led by the DoH and PUK, LIFT offers local authorities the opportunity to procure once, and devise a strategy for capital investment over 20-25 years, to improve health and social care provision within their locality. Under LIFT, some 3,000 primary care premises are to be upgraded and 500 Primary Care centres are being developed. 

Unlike PFI which is concerned with the delivery of a single facility or group of defined buildings, LIFT is designed to meet ongoing accommodation needs and is capable of adapting to different needs over a minimum period of 20-25 years. 

At a local level LIFT is a joint venture between PfH, local health organisations and the private sector. Many of the newer LIFT developments are integrated primary care centres offering dental, medical, midwifery, pharmacy, physiotherapy, radiological and other services.  NHS LIFT companies typically comprise a private sector partner that has a controlling interest of 60%with the remaining 40% held jointly by PfH and the other public sector stakeholders (local authorities, PCTs, GPs etc).  Following its establishment, it is run as a commercial vehicle designed to acquire property and investment for capital project developments, as well as leasing "managed and serviced" property to tenants, such as dentists, GPs, PCTs and local authority social care providers.

NHS LIFT private partners typically comprise a construction company, a specialist equity investor and a support services/FM company.

Over the period 2002-2006, the DoH is investing £195m in PfH, with the private sector matching this through PUK. With this, PfH is intended to leverage itself by a factor of 3 so that total available funding will be around £1bn. As of December 2002, some 42 schemes had received approval, focused on inner city areas identified as being among the poorest in England. These schemes were allocated within 3 waves, with the first comprising 6 ‘pathfinder’ projects. There are 12 schemes within the second wave and 24 in the third. In terms of project size, there is marked variation. As of June 2004, most of these schemes have either been signed or have preferred bidder status, as shown below

	Table 29: NHS LIFT Projects –Signed & Preferred Status as at July 2004

	
	LIFT Company
	Private Partner
	Capital Value £m
	Status

	Pathfinder
	Barnsley
	Community Solutions for Care
	10
	Preferred Bidder

	
	Camden & Islington
	Community Solutions for Care
	17
	Preferred Bidder

	
	East London & City
	Global Solutions/Babcock & Brown
	62
	Established

	
	Manchester, Salford & Trafford
	Excellcare
	49
	Signed

	
	Newcastle & North Tyneside
	Robertson
	15
	Preferred Bidder

	
	Sandwell
	Excellcare
	31
	Signed

	
	
	
	
	

	Second Wave
	Barking & Havering
	Primaria
	47
	Signed

	
	Birmingham & Solihull
	Carillion Prime
	50
	Preferred Bidder

	
	Bradford & Airedale
	Accent Partnerships
	16
	Preferred Bidder

	
	Cornwall & Isles of Scilly
	1st Health Solutions
	14
	Signed

	
	Coventry
	GB Consortium
	43
	Preferred bidder

	
	East Lancashire
	Eric Wright Group
	24
	Signed

	
	Hull (Citycare)
	Sewell Group
	18
	Signed

	
	Leicester
	Excellcare
	25
	Signed

	
	Liverpool & Sefton
	GB Consortium
	25
	Signed

	
	Medway
	Ryhurst LIFT
	22
	Preferred Bidder

	
	North Staffordshire
	Prime
	20
	Preferred Bidder

	
	Redbridge & Waltham Forest
	Ryhurst LIFT 
	27
	Signed

	
	
	
	
	

	Third Wave
	Ashfield
	Excellcare
	20
	Preferred Bidder

	
	Ashton, Leigh & Wigan
	Eric Wright Group
	15
	Preferred Bidder

	
	Barnet Enfield & Haringey
	GB Consortium
	29
	Preferred bidder

	
	Brent, Harrow & Hillingdon
	Global Solutions/Babcock & Brown
	20
	Preferred Bidder

	
	Bristol
	Infracare (South West)
	31
	Signed

	
	Bromley Bexley & Greenwich
	Global Solutions/Babcock & Brown
	50
	Preferred Bidder

	
	Colchester & Tendring
	Mill Group/NUPPP
	28
	Preferred Bidder

	
	Derby
	Excellcare
	21
	Preferred Bidder

	
	Doncaster
	Community Solutions for Primary Care, Infracare, Jarvis Primary Health 
	16
	

	
	Dudley
	Jarvis Primary Health, AWG, Infracare
	30
	

	
	Ealing, Hammersmith & Hounslow
	Building Better Health
	47
	Preferred bidder

	
	East Hampshire, Fareham & Gosport
	Carillion Prime, Community Solutions for Primary Care, Infracare
	41
	

	
	Gedling
	Excellcare
	42
	Preferred Bidder

	
	Lambeth, Southwark & Lewisham
	Building Better Health
	43
	Preferred Bidder

	
	Leeds
	Primaria
	28
	Preferred Bidder

	
	Norfolk
	Guildhouse Investment Management
	20
	Established

	
	Oldham
	Bowmer and Kirkland, ExcellCare, 1st Health Solutions
	17
	

	
	Oxford
	Infracare
	40
	Preferred Bidder

	
	Plymouth
	Midas Sutton Harbour
	15
	Preferred Bidder

	
	South East Sheffield
	1st Health Solutions
	16
	Preferred Bidder

	
	South West London
	Building Better Health
	23
	Preferred Bidder

	
	St Helens, Knowlsley & Warrington
	William Pears (Family Holdings)
	22
	Preferred Bidder

	
	Tees Valley & South Durham
	Accent Partnerships
	21
	Preferred Bidder

	
	Wolverhampton
	Global Solutions/Babcock & Brown
	30
	Preferred Bidder

	Source: NHS – Local Improvement Finance Trust


The most successful of the private consortia, according to the number of NHS LIFT contracts signed or having preferred bidder status is Excellcare, followed by 

Building Better Health –Capital and Provident Regeneration and William Pears Family Holdings. Partners include Willmott Dixon

Community Solutions for Primary Care – Morgan Sindall, Apollo Capital Projects, Barclays European Infrastructure Fund

Excellcare – Equion Group and Bank of Scotland Capital Banking. Partners include Equion FM
GB Consortium – Galliford Try, Bilfinger Berger, British Health Enterprises and Sapphire Primary Care developments. 

Guildhouse Investment Management - 

1st Health Solutions – Mowlem Building

Infracare – Shepherd Construction, Lloyds Pharmacy, Anglia Dyer, Sumitomo Mitsui Banking Group, Mowlem Aqumen
Primaria – Miller Group (Construction, Axiis FM), HSBC Investment Bank, Barclays Private Equity, General Practice Finance Corporation

Prime – AWG Construction, AWG Facilities Services
Ryhurst LIFT –Rydon Group, Barclays European Infrastructure, Ryhurst
The 4th tranche of NHS LIFT is to be launched in early June 2004, according to Department of Health (DoH) sources. This tranche, originally scheduled for January, is expected to have a number of refinements on the previous 3 tranches. PfH wants bidders to put greater effort into developing commercial opportunities within LIFT schemes, such as shopping centres and supermarkets. Bidders may also be expected to include the provision of clinical services, such as district nurses. 

PfH is also planning to introduce greater standardisation of the financing of LIFT schemes. LIFT documentation is expected to include a range of gearing levels for consortia to bid against to discourage highly geared bids.

ProCure 21

In 2000 NHS ProCure21 was developed by NHS Estates, the key objective being to promote better capital procurement in the NHS by developing a long-term partnering programme using pre-accredited supply chains engaged in long-term framework agreements. A key principle behind the programme is the elimination of an adversarial approach by the NHS towards contracting, often resulting in contracts being awarded on a lowest costs basis, with little focus on design and build quality. Under ProCure 21, there is a much greater emphasis on quality, taking its cue from the report ‘Rethinking Construction, by Sir John Egan.

Unlike PFI where the principal clients are the NHS Trusts, with ProCure 21, the principal client is the NHS itself.  The aim of having pre-selected partners is to cut out waste and duplication of effort in the tendering process and also to bring the best of the construction industry together to deliver better value for money and ultimately better clinical facilities for patients. Perhaps the most notable contribution towards greater efficiency in procurement is that NHS Trusts can avoid going through the OJEC stage, thereby reducing procurement time by around 12 months.

Following the success of pilot schemes carried out in North West England and the West Midlands, NHS Estates subsequently invited consortia to apply to become partners in the delivery of publicly funded schemes with a works cost of above £1million across the NHS estate. This program is estimated to have a value of £1.2-1.4 billion per year. In September 2003, NHS Estates named the 12 Principal Supply Chain Partners (PSCPs). These are shown below, together with the relevant FM service providers.

	Table 30: ProCure 21 Principal Supply Chain Partners & FM Providers

	Principal Supply Chain Partner
	Hard FM Provider

	ACM Healthcare
	AMEC Building & Facilities and Mowlem Aqumen

	Balfour Beatty
	Haden Building Management 

	Carillion Building
	Carillion Services 

	HBG Bloom
	HBG FM 

	Integrated Health Projects
	ABB and Serco

	Interserve Health
	Interservefm

	Kier Health
	Caxton Integrated Services and Emcor Facilities Services

	Laing O’Rourke
	Dalkia, Equion FM and ISS Mediclean

	Medicinq
	Business & Facilities and Currie & Brown

	Medicor
	Integral

	Taylor Woodrow
	Taylor Woodrow FM

	Wates
	OPERON FM

	Source: NHS - ProCure 21



As of 8 July 2004, there are 151 active schemes in total with an aggregate value of just under £1.8bn. Around 114 of these have been assigned to PSCPS.  There are 29 projects on site while 4 have already been completed. Of the 114, 57 are smaller schemes with values of up to £5m, while 34 have values in excess of £10m, listed in the table below.

	Table 31: Active ProCure 21 Schemes with Values over £10m as of July 204

	Scheme
	PSCP
	Works Costs £m

	Mersey Care NHS Trust
	Laing O’Rourke
	147

	National Blood Service
	Laing O’Rourke
	120

	Royal Liverpool & Broadgreen Univ. Hospitals NHS Trust
	Integrated Health Projects
	72

	South Tyneside & Wearside Mental Health NHS Trust
	Laing O’Rourke
	40

	Basildon & Thurrock Univ Hospitals NHS Foundation Trust
	HBG Bloom
	30.1

	Hull & East Yorkshire Hospitals NHS Trust
	Kier Health
	29

	Blackpool, Fylde & Wyre Hospitals NHS Trust
	Laing O’Rourke
	28.2

	West London Mental Health NHS Trust
	Kier Health
	27

	Stockport NHS Foundation Trust
	ACM Health Solutions
	26

	Newham Healthcare NHS Trust
	Laing O’Rourke
	25

	Shropshire County Primary Care Trust
	ACM Health Solutions
	25

	South London & Maudsley NHS Trust
	Interserve Health
	24

	Newham Healthcare NHS Trust
	Laing O’Rourke
	22.5

	South Manchester Primary Care Trust
	Interserve Health
	19.5

	Worthing & Southlands Hospitals NHS Trust
	Interserve Health
	19

	Newcastle, North Tyneside & N’bland NHS Trust
	Laing O’Rourke
	18.9

	Sandwell & West Birmingham Hospitals NHS Trust
	Interserve Health
	18.4

	Crawley Primary Care Trust
	Taylor Woodrow
	17.1

	Southport & Ormskirk Hospital NHS Trust
	ACM Health Solutions
	17

	Christie Hospital NHS Trust
	HBG Bloom
	16

	Sheffield Teaching Hospitals NHS Foundation Trust
	HBG Bloom
	16

	Mid Staffordshire. General Hospitals NHS Trust
	Laing O’Rourke
	15

	Nottinghamshire Healthcare NHS Trust
	Carillion
	15

	Moorfields Eye Hospital NHS Foundation Trust
	Balfour Beatty
	15

	South Tees Hospitals NHS Trust
	Interserve Health
	13.8

	Gateshead Health NHS Trust
	ACM Health Solutions
	13.3

	Royal Orthopaedic Hospital NHS Trust
	Medicor
	13.29

	South Manchester University Hospitals NHS Trust
	Laing O’Rourke
	13

	Good Hope Hospital NHS Trust
	ACM Health Solutions
	13

	University Hospital of North Staffordshire NHS Trust
	Laing O’Rourke
	12.7

	Birmingham Womens Healthcare NHS Trust
	Integrated Health Projects
	12.4

	Southport & Ormskirk Hospital NHS Trust
	ACM Health Solutions
	12.3

	Milton Keynes General Hospital NHS Trust
	Integrated Health Projects
	12

	Cheshire & Wirral Partnerships NHS Trust
	ACM Health Solutions
	11.5

	Mid Cheshire Hospitals NHS Trust
	Interserve Health
	10.7

	Birmingham Childrens Hospital NHS Trust
	Medicor
	10.3

	Source: NHS – ProCure 21


Treatment Centres Programme

Also in partnership with the private sector the NHS is also developing a new generation of Treatment Centres across England (previously called Diagnosis & Treatment Centres) to increase the number of elective operations that can be treated in a single day or with a short stay. These Centres separate routine hospital surgery from hospital emergency work so that they can concentrate on cutting waiting times. There are 2 basic types of DTC although there are also options for Joint Ventures between the NHS and the private sector.. 

· Those that are operated by NHS Trusts or other types of NHS organisation. As of June 2004, around 30 are in operation, with a further 17 to be opened as part of the initial programme.

· Independent Sector Treatment Centres  (ISTCs) that are owned by private sector companies, with medical services performed by medical staff outside the NHS.

The initial plans are for 39 ISTCs, which are to handle operations when there are bottlenecks and where NHS capacity is stretched. The ISTC part of the programme involves 11 local procurement schemes and 8 'national chains' comprising 28 schemes that are organised as groups of schemes under the same management.

Most of these schemes involve newbuild developments, with clinical and support services to run for 5 years. The table below lists those that have reached closure or preferred bidder status. Those schemes listed under the ‘Regional’ sub-heading hare typically tendered on a batched basis. The largest of these has been the award of preferred bidder status to Capio Healthcare, comprising 9 locations. Mercury Healthcare has recently been awarded preferred bidder status for the South East chain that comprises locations in Buckinghamshire, Portsmouth, Havant, Mid Sussex and Medway.

	Table 32: ISTCS Schemes & Providers as of June 2004

	ISTC schemes
	ISTC Companies

	Local procurement (11)
	

	Basildon
	

	Bradford
	Nations Healthcare

	Burton on Trent
	Nations Healthcare

	Daventry
	Birkdale Clinic

	Greater Manchester/Trafford
	Netcare

	Maidstone
	Care UK Afrox

	Plymouth/Derriford hospital
	Care UK Afrox

	Royal National Orthopaedic Hospital, Stanmore
	NY Presbyterian

	Somerset/Shepton Mallet
	NY Presbyterian

	Southend
	Anglo Canadian

	Trent & South Yorkshire/Barlborough Links
	Care UK Afrox

	Regional/chain –Area covered & location of centre
	

	Cataract chain – mobile units x 10
	Netcare

	Barnet, Chase Farm
	Anglo Canadian

	Buckinghamshire, High Wycombe
	Mercury Health

	Cheshire & Merseyside, Runcorn
	Interhealth Care Services (UK)

	East Berkshire, Heatherwood
	Capio Healthcare

	East Cornwall 
	Capio Healthcare

	East Lincolnshire
	Capio Healthcare

	Hampshire, Havant
	Mercury Health

	North Oxfordshire, Horton Hospital
	Capio Healthcare

	Medway
	Mercury Health

	Mid Sussex
	Mercury Health

	Milton Keynes
	Capio Healthcare

	Northumberland & Tyne + Wear
	Capio Healthcare

	North East Yorks & North Lincs.
	Capio Healthcare

	Nottingham, Queens Medical Centre
	Nations Healthcare

	Portsmouth
	Mercury Health

	Redbridge, King George Hospital
	Anglo Canadian

	Royal National Nose, Throat & Ear hospital, London
	Anglo Canadian

	South West Oxfordshire/Didcot
	Capio Healthcare

	Southampton
	Capio Healthcare

	Surrey, Ashford
	Capio Healthcare

	Sussex, Haywards Heath
	Mercury Health

	West Lincolnshire
	Capio Healthcare

	Worcestershire, Kidderminster
	Interhealth Care Services (UK)

	Source: Department of Health


NB, where names of locations are not given is because at the time of publication, exact locations for the centres have not been finalised

In September 2003, the Government published the names of the 17 preferred bidders to run the private sector DTCs under the first wave. Of those that have been awarded the contracts or preferred bidder status (as listed above) are: -

Anglo-Canadian Clinics - a consortium of Calgary Health Region; University of Calgary Medical Group; Surgical Centres Inc; Accommodata; Bowmer & Kirkland; Yorkon; PKL Group UK; and Torex Medical Systems

Birkdale Clinic - a regionally based group operating at 7 different sites across North West England involving ophthalmology, orthopaedics and dermatology 

Capio Healthcare – part of the Capio AB group, which provides healthcare services to the private and NHS sectors, including the operation of its own hospitals.

Care UK Afrox - a partnership between Care UK, which operates nursing and residential homes in the UK and African Oxygen Ltd, a medical gases company that is part of BOC's medical group 

Interhealth Care Services (UK) -  a joint venture between Interhealth Canada Ltd and Jarvis Plc.
Mercury Health - the healthcare division of Tribal Group Plc and is a leading provider of consultancy and professional support services to the public and private sectors in the UK.  Mercury heads a consortium that includes Ascent Health (formerly Johnson & Johnson), Sanare, Reed Health Group, Match Group, Deluca Medical, and Parsons and Tyco.

Nations Healthcare - a US company that specialises in creating and running day surgery centres, both in the USA and internationally 

Netcare UK - the largest integrated private healthcare organisation in South Africa, Netcare owns and manages 45 hospitals comprising 7,200 beds, 319 operating theatres and 61 specialised medical centres. Netcare will be operating within a consortium, that includes UK based FM and construction companies 

New York Presbyterian Healthcare System – a leading university hospital based in New York. This organisation will be partnering with WS Atkins Plc.

5.3.4
Local Authorities

5.3.4.1
Market Overview

Included within our definition of the local authorities FM market are those areas where local authorities have discretion over spending on capital projects and outsourced services. With respect to FM, by far the largest area of activity is that of schools. Others include leisure services, fire and rescue services and local authority buildings.

It is anticipated that over the longer term, FM outsourcing within the local authority sector will continue to grow over the medium term, key market drivers being: -

· The impact of ‘Best Value’ on the procurement of non-core support services;

· The increased rate of outsourcing non-core services under PFI contracts, mainly within the schools sector.

· Growth in BPO outsourcing for the operation of local authority buildings

As the table below shows, steady growth is anticipated over medium term, as a large number of PFI FM concessions come on-stream up until 2008, mainly within the schools sector. Other factors contributing towards growth is a trend towards outsourcing BPO contracts under shorter term partnership arrangements of up to around 10 years.

	Table 33: UK Local Authority FM Outsourcing Market (At Current Prices) 1998-2007

	Year
	Value
(£ million)
	Change
(%)

	1998
	1402
	

	1999
	1500
	+7

	2000
	1605
	+7

	2001
	1725
	+7

	2002
	1850
	+8

	2003
	1990
	+9

	2004 Fcst
	2170
	+9

	2005 Fcst
	2340
	+7

	2006 Fcst
	2500
	+7

	2007 Fcst
	2655
	+6

	Source: AMA Research/Trade Estimates


Best Value

Under 'Best Value' local authorities are not necessarily obliged to outsource or enter into partnerships with the private sector, if it can be shown that alternative means of service provision can ensure compliance with ‘Best Value’. In practice, however, FM outsourcing has become a key element in local government budgeting at strategic levels. It has been estimated that around 80% of Local Authorities now include FM in their performance plans, reflecting the trend towards the implementation of FM at a strategic and not just an operational level.  In recent years, there has been a distinct trend towards outsourcing non-core services through integrated service delivery, particularly under PFI and under types of partnership arrangements e.g. PPP and joint ventures.

PFI

Within the local authority sector the uptake of PFI was initially slow, mainly because of hindrances by legal uncertainties over authorities' powers to enter long-term contracts. Since the resolution of these matters, there has been steady growth in the number of PFI contracts awarded to private contractors. As PFI and FM markets mature, it is clear that local authorities have become more confident in outsourcing as a procurement option and are more ready to contract out wider ranges of services under long-term concessions. To share the burden, an increasing number of local authorities have been entering into alliances with each other, as exemplified by the increase in grouped school PPP DBFO contracts, while single school contracts have become far less common.

Under PFI arrangements, average lengths of support services contracts have been increasing. Under CCT, single service contracts were typically specified to run for 1-6 years, with 4 years being normal for cleaning, education catering and general maintenance. Under PFI DBFO contracts, concessions typically run for 25-30 years, although contracts typically contain provisions for performance reviews.

The decision of the Government to stop procuring smaller projects, with capital values below £20m, will have a significant impact upon the way in which local authorities outsource DBFO and FM contracts. Those areas most affected will be primary schools, libraries and leisure centres. In particular, growth in local authority leisure PFI contracting has been slow in making progress. This has largely been because for many proposed schemes have not been sufficiently attractive to prospective bidders because of the disproportionately low rates of return compared to bidding costs that are similar in size to large grouped schools schemes for example. The NHS LIFT model is currently being examined to see if it can be applied in other areas. 

5.3.4.2 Main Sectors

5.3.4.2.1
Schools

Under CCT, the provision of non-core support services had mainly been in the hands of in-house Direct Service Organisations (DSOs). Since 1998, however, there has been a considerable increase in private sector participation in the bidding for FM contracts, underpinned by growth in PFI procurement. 

The schools sector is now one of the largest applications for PFI, where it is used as the main procurement route for improving not only schools buildings but also the delivery of ITC provision and the delivery of support services.

For the period 2001/02 –2003/04, the Government earmarked some £8.5bn of capital investment for schools improvement schemes, which includes the replacement of 650 schools, major repairs to another 7,000 and the provision of a possible further 250,000 places. The School Building Capital programme has increased more than 5 times since 1996-97. In that financial year the capital budget was £683m, and this has since increased to over £3.8 bn in 2003-04, £4.5bn in 2004-05, £5.1bn in 2005-06 to £6.78bn in 2007/08. The large increase for 2007/08 is due to the anticipated Building Schools for the Future (BFS) initiative, to be launched in 2005/06. In total, some £2.2bn of public funds have been made available for the BFS programme

On earlier PFI schemes, contracts were typically for single school projects. Since then, all DBFO projects receiving PRG endorsement are grouped school schemes.  This is because with single schools schemes, the cost of bidding is relatively high and the procurement process too lengthy compared to the value of the deals. With grouped school schemes, economies of scale are achieved, while bidding costs for grouped school projects are on the whole no more costly than for single school schemes.

As of May 2004, around 65 projects with a combined capital value of £2.6bn have been signed. Of these, around 40 are currently in operation including some of the largest projects devised including grouped schools contracts in Stoke, Edinburgh, Glasgow, Cornwall, Rotherham and Liverpool.

Over the long term, prospects for FM outsourcing under PFI appear encouraging, with some very large concessions due to come on stream within the next few years, notably on behalf of local authorities in Norfolk, Argyll and Bute, Cornwall (a second tranche of developments), North Lanarkshire and Renfrewshire. The table below provides an outline of projects that have been signed and which are still in the pipeline. 

	Table 34: UK– Endorsed Schools PFI Projects – Signed & Other Status as of June 2004

	Consortium
	Local Authority
	Project
	Status
	Contract Value £m

	Robertson Group
	Aberdeenshire Council
	2 schools DBFO
	Operational
	22

	Precept
	Argyll & Bute
	28 schools
	Preferred bidder
	75

	Mowlem
	Barnsley MBC
	13 new primary & 1 secondary refurb DBFO
	Signed
	53

	Bedfordshire Education Partnership
	Bedfordshire County Council
	Mid Beds 2 upper schools DBFO
	Development
	24

	
	Belfast Education & Library Board
	6 new schools
	
	

	Birmingham Schools Partnership
	Birmingham City Council
	10 schools PPP DBFO
	Operational
	51

	
	Birmingham City Council
	10 primary, 2 secondary DBFO
	
	56

	Melville Dundas
	Bolton City Council
	Castle Hill primary DBFO
	Operational
	10

	Babcock & Brown/Balfour Beatty
	Bridgend CBC
	New secondary school Maesteg
	Preferred bidder
	20?

	Jarvis
	Brighton & Hove UA
	4 schools & library DBFO
	Operational
	25

	HBG Construction
	Bristol City Council
	4 secondary schools DBFO
	Signed
	57?

	Machrie
	Caerphilly County BC
	2 schools DBFO
	Operational
	36

	Babcock & Brown/Balfour Beatty/RIMS
	Calderdale MBC*
	5 schools including 2 new DBFO
	Development
	58

	New Schools
	Ceredigion County Council
	Penweddig School DBFO
	Operational
	17

	Eric Wright
	Cheshire County Council
	Ellesmere Port 6 schools DBFO
	Operational
	14

	
	Clackmannanshire Council
	Refurbish 2 schools, I new
	
	48

	Enterprise Education
	Conwy County BC
	3 schools DBFO
	Development
	35

	New Schools/ Mowlem
	Cornwall County Council
	28 primary schools DBFO
	Operational
	61

	Pyramid Schools (Cornwall)
	Cornwall County Council
	Phase 2- 19 schools DBFO
	Signed
	75

	Coventry Education Partnership
	Coventry City Council
	Caludon Castle School and Comunity College
	Signed
	21 + 45

	
	Cross Authority N.I
	4 schools
	
	

	Kajima Europe
	Darlington Borough Council
	Haughton Education Village & 4 schools DBFO
	Development
	37

	Total Schools Solutions
	Derby City Council
	4 primary, 2 secondary schools DBFO
	Signed
	43

	Babcock & Brown*
	Derbyshire County Council
	2 schools, 1 integrated facility
	Operational
	29

	
	Derbyshire County Council
	Phase 2 new secondary DBFO
	
	

	Modern Schools
	Devon County Council
	6 new schools Exeter
	Signed
	79

	Jarvis
	Dorset County Council
	Sir John Colfox School DBFO
	Operational
	16

	Newmount
	Dudley MBC
	2 schools Paragon DBFO
	Operational
	22

	Research Machines
	Dudley MBC
	Schools IT Network
	Operational
	30

	
	Dumfries & Galloway
	Revamp entire school estate
	Delayed
	160

	Innovate
	East Lothian Council
	6 schools DBFO
	Operational
	45

	Jarvis
	East Renfrewshire Council
	St Ninians & Mearns primary schools DBFO
	Operational
	13

	HBG Construction
	East Renfrewshire Council
	3 secondary, 1 primary schools
	Preferred bidder
	50

	Jarvis
	East Riding of Yorkshire
	6 Schools, Bridlington DBFO
	Operational
	26

	Peacehaven Schools
	East Sussex County Council
	5 schools Peacehaven DBFO
	Operational
	19

	Edinburgh Schools Partnership
	Edinburgh City Council
	20 schools DBFO
	Operational
	80

	Academy Services
	Essex County Council
	8 primary schools Tendering PPP DBFO
	Operational
	14

	Jarvis
	Essex County Council
	Debden Park High DBFO
	Operational
	11

	QED or Kier?
	Essex County Council
	4 schools Clacton DBFO
	Part operational
	36

	Class 98
	Falkirk Council
	5 schools DBFO
	Operational
	65

	
	Fife District Council
	10 schools DBFO
	Re-tendering
	53

	Pinnacle Schools (Fife)
	Fife District Council
	3 schools DBFO
	Operational
	32

	3ED (Glasgow)
	Glasgow City Council
	31 schools DBFO
	Operational
	225

	Stepnell
	Herefordshire County Council
	Replacement secondary school DBFO
	Preferred bidder
	18

	Community Schools
	Highland Council
	4 schools DBFO
	Operational
	17

	
	Highland Council
	4 schools DBFO
	Preferred bidder
	100

	
	Kent County Council
	6 secondary schools DBFO
	
	77

	New Schools/Wates
	Kent County Council
	5 schools Swanscombe DBFO
	Operational
	12

	Sewell Group
	Kingston Upon Hull County Council
	Victoria Dock primary DBFO
	Operational
	3

	Jarvis
	Kirklees MBC
	20 schools DBFO
	Mostly operational
	59

	Jarvis/Totty
	Kirklees MBC
	5 SEN schools DBFO
	Preferred bidder
	25

	Eric Wright Group
	Lancashire County Council
	Fleetwood School   DBFO
	Operational
	13

	Skanska Mill/Kier Support Services
	LB Bexley
	2 schools DBFO
	Signed
	25

	Bouygues/Ecovert FM
	LB Barking & Dagenham
	Community schools + residential development
	Development
	45

	Jarvis
	LB of Camden
	JFS (Brent) DBFO
	Operational
	9

	Kajima Europe
	LB of Camden
	Haverstock school
	Development
	21

	Jarvis
	LB of Croydon
	Ashburton Learning Village –schools + library
	Signed
	23

	Kajima Europe
	LB of Ealing
	3 schools DBFO
	Development
	33

	
	LB of Ealing
	2 secondary schools, I primary DBFO
	Out to tender
	60

	Equion Plc
	LB of Enfield
	3 schools DBFO
	Development
	39

	Equion Plc
	LB of Enfield
	Highlands School
	Operational
	16

	Jarvis
	LB of Haringey
	8 secondary schools DBFO
	Operational
	63

	Mill Group, Carillion/Integral
	LB of Harrow
	3 schools DBFO
	Development
	20

	Jarvis
	LB of Hillingdon
	Barnhill school DBFO
	Operational
	19

	
	LB of Hounslow
	3 schools, Heston DBFO
	Out to tender
	26

	Focus Education
	LB of Lambeth
	Lilian Bayliss School DBFO
	Development
	20

	
	LB of Lewisham
	5 primary, 3 secondary, 1 SEN DBFO
	Delayed
	60

	New Schools + Wates
	LB of Merton
	10 schools DBFO
	Development
	57

	NUPPP/Johnson Workplace
	LB of Newham
	2 primary & 1 secondary schools DBFO
	Operational
	30

	Equion Plc
	LB of Newham
	New school DBFO
	Development
	29

	NUPPP/Caxton FM
	LB of Redbridge
	Oak Park School DBFO
	Operational
	19

	Jarvis
	LB of Richmond on Thames
	5 primary schools DBFO
	Development
	24

	TH Schools
	LB of Tower Hamlets
	29 schools DBFO
	Operational
	88

	D4E Mulberry
	LB of Tower Hamlets
	Mulberry school DBFO
	Development
	17

	Academy Services
	LB of Waltham Forest
	1 secondary, 7 primary
	Preferred bidder
	50 cap 150

	New Schools
	LB of Waltham Forest
	Lammas School DBFO
	Operational
	18.5

	Education Support Co
	Leeds City Council
	Phase 1 - 7 schools DBFO
	Operational
	45

	QED
	Leeds City Council
	Phase 2 -10 primary schools DBFO
	Operational
	24

	
	Leeds City Council
	Phase 3 + 4 – 5 secondary, 1 primary DBFO
	Out to tender
	100

	Focus Education
	Lincolnshire County Council
	7 primary schools Sleaford DBFO
	Development
	14

	Education Solutions (Speke)
	Liverpool City Council
	Speke FLC DBFO
	Operational
	25

	Jarvis
	Liverpool City Council
	21 schools DBFO
	Development
	76

	NUPPP/Integral
	Manchester City Council
	Temple Primary School DBFO
	Operational
	4

	Jarvis
	Manchester City Council
	1 primary, 1 secondary DBFO
	Signed
	50

	HBG Construction
	Midlothian Council
	2 secondary, 1 SEN Dalkeith   DBFO
	Operational
	33

	Focus Education
	Newcastle City Council
	4 secondary & 3 primary schools DBFO
	Development
	47

	
	Newcastle City Council
	4 primary, 1 secondary, 1 SEN
	
	

	Macob (KMC)
	Newport County BC
	Replacement primary schools
	Preferred bidder
	6.2

	Jarvis
	Norfolk County Council
	39 schools DBFO
	Preferred bidder
	92

	
	Northern Ireland
	4 schools project
	
	

	Balfour Beatty
	North Lanarkshire
	17 schools
	Preferred bidder
	196

	Accord
	North Yorks. County Council
	4 primary schools DBFO
	Operational
	7

	Kajima Europe
	Northamptonshire County Council
	Integrated leaning centre DBFO
	Development
	25

	
	Northamptonshire County Council
	Northampton- 5 new schools, 42 refurbishment
	Out to tender
	100?

	Kajima Europe
	North Tyneside Borough Council
	4 new schools DBFO
	Development
	34

	
	Nottinghamshire County Council
	6 schools Bassetlaw DBFO
	
	65

	Keystage Education
	Nottinghamshire County Council
	7 schools East Leake DBFO
	Operational
	17

	Grannag
	Portsmouth Unitary Authority
	Milton Cross Secondary DBFO
	Operational
	12

	
	Redcar & Cleveland Boro’ Council
	
	Out to tender
	54?

	Renfrewshire Schools Partnership
	Renfrewshire Council
	22 schools incl. 6 newbuild DBFO
	Preferred bidder
	186

	Transform Schools
	Rotherham MBC
	17 schools DBFO
	Operational
	71

	
	Salford MBC
	3 secondary schools DBFO
	Bidding
	

	Jarvis
	Salford MBC
	3 Special need schools DBFO
	Development
	16

	Total Schools Solutions
	Sandwell Borough Council
	5 primary schools DBFO
	Development
	18

	Sheffield Schools Service
	Sheffield City Council
	Phase 1 - 6 schools DBFO
	Operational
	59

	Priorgate
	Sheffield City Council
	Phase 2 - 2 secondary schools DBFO
	Development
	26

	
	Sheffield City Council
	Phase 3 – 4 schools incl 2 secondary
	
	60?

	
	Slough Borough Council
	1 primary, 1 secondary, 1 SEN
	Out to tender
	47

	Pyramid Schools
	Southampton County Council
	3 secondary schools DBFO
	Operational
	43

	MJ Gleeson, Barclays Private Equity, EC Harris & others
	South Tyneside Council
	Boldon Village Community Leaning Centre + public library
	Preferred bidder
	18

	Total Schools Solutions
	Staffordshire County Council
	2 schools DBFO
	Operational
	14

	Jarvis
	Stirling Council
	Balfron High DBFO
	Operational
	17

	Robinson Group
	Stockton on Tees Borough Council
	2 schools DBFO
	Operational
	6

	Transform Schools
	Stoke on Trent City Council
	126 schools DBFO
	Operational
	70

	Jarvis
	Sunderland City Council
	Sandhill View schools DBFO
	Operational
	12

	Equion Plc
	Swindon Borough Council
	3 primary, 2 secondary, 2 SEN
	Preferred bidder
	97?

	Pyramid Schools
	Tameside MBC
	3 schools, Hattersley DBFO
	Operational
	21

	
	Telford & Wrekin MBC
	Hadley learning village & ‘Jigsaw’ project
	Out to tender
	70

	Jarvis
	Torbay Council
	2 schools Torquay DBFO
	Operational
	14

	Babcock & Brown
	Walsall MBC
	St Thomas Moore school DBFO
	Operational
	8

	Alpha Schools
	West Lothian Council
	6 schools DBFO
	Operational
	28

	HBG Construction
	West Sussex County Council
	3 schools Crawley DBFO
	Development
	70?

	White Horse Education. Partnership
	Wiltshire County Council
	3 schools Chippenham DBFO
	Operational
	39

	Jarvis
	Wirral MBC
	9 schools DBFO
	Operational
	59

	
	Worcestershire County Council
	Bromsgrove – 2 high, 3 middle, 2 first schools
	Out to tender
	60

	
	York District Council
	3 primary schools
	ITN
	12?

	Source: AMA Research/DfES/Trade Sources 


* Babcock and Brown has used a new PFI funding structure on this scheme. Instead of using a SPV, the funding structure involves a limited partnership structure, venture capital and debt funding. Balfour Beatty Construction and FM by Rentokil Initial Management Services are providing construction. 
Notes: 'cap' = capital value, 'life' = whole life value

* NUPPP = Norwich Union Public Private Partnership 

However, as in the NHS sector, several projects have been subject to delay, thus constraining growth rates in this sector of the FM market. For instance: -

· The £350m Norfolk schools project has remained at the shortlist stage for longer than expected, mainly because of concerns about costs. This has resulted in reducing the number of schools under the programme from 56 to 39.

· Similarly, the second Cornwall grouped schools contract has also been scaled down, from 25 to 19

The leading player in this market, by some way, is Jarvis, which has secured 22 contracts covering around 100 schools. Other significant competitors include the New Schools consortium and the Focus Education consortium. Listed below are those consortia that have signed contracts and been awarded preferred bidder status as of January 2003.

Academy Services – Kier Project Services and Dexia Public Finance Bank – Caxton FM
Alpha Schools – AWG Project Investments Ltd, Noble PFI Fund, AWG Construction Services and AWG Facilities Services
Bedfordshire Education Partnership – Bilfinger Berger & Galliford Try

Birmingham Schools Partnership – Innisfree, Galliford Try – Galliford FM

Class 98  - Ballast, Charterhouse, Quayle Munro.

Community Schools (Highlands) – MJ Gleeson, Royal Bank of Scotland, MITIE PFI.
Coventry Education Partnership – Bilfinger Berger & Galliford Try + Galliford Try FM
D4E Mulberry Ltd – Miller Construction, Parkwood

Edinburgh Schools Partnership – Miller Construction, Bank of Scotland, Equion Plc + Amey Business Services
Education Solutions (Speke) – Balfour Beatty Construction
Education Support Company – Mowlem, Halifax 

Enterprise Education - Alfred McAlpine, Sodexho, Babtie Group – Sodexho FM
Focus Education – Lend Lease Real Estate Solutions/Bovis Lend Lease + banks e.g. HBOS & Bank of Scotland Corporate Banking

Grannag - King Sturge Financial Services, Ballast, Mott McDonald, Royal Bank of Scotland – Wiltshier FM

Innovate – Ballast/Wiltshier, Noble Group.

Keystage Education – Alfred McAlpine, NIB Capital Bank, MITIE PFI
Machrie – King Sturge Financial Service, Ballast, Royal Bank of Scotland – Wiltshier FM
Modern Schools – Mowlem Plc, Innisfree – Mowlem Aqumen
Newmount – King Sturge Financial Services, Noble & Co, Ballast - Wiltshier FM
New Schools – WS Atkins Investments, Innisfree – Atkins Asset Management
Norwich Union Public Private Partnership (NUPPP) – Norwich Union, The Mill Group – various mainly Caxton FM or Integral
Peacehaven Schools – HBG, Emcor – Emcor Facilities Services
Pinnacle Schools (Fife) – Sir Robert McAlpine, Newcourt Capital, Sodexho

Precept – partners include 4 construction companies – MITIE PFI
Priorgate –Noble Group, King Sturge Financial Services, Bank of Ireland + MJ Gleeson +MITIE PFI

QED – Wates, Innisfree, HBS FM and architect Watson Batty – HBS FM

Renfrewshire Schools Partnership – Carillion, Amey Business Services

Pyramid Schools – Interserve, Bank of Scotland + Interservefm
Sheffield Schools Services – Innisfree, Interserve Project Services + Interservefm

Skanska Mill (Bexley) – Skanska UK, Mill Group +Kier Support Services
TH Schools –Babcock & Brown Properties, Ballast Plc  + RIMS
Total Schools Solutions – Vinci Investments/Norwest Holst, Barclays + Pell Frischmann
Transform Schools – Balfour Beatty Plc, Innisfree + HBML (hard FM)

White Horse Education Partnership (WEP) – Bilfinger Berger, Global Solutions

Nb Wiltshier FM had been selected as FM provider on several contracts but has since gone into liquidation. However, at the time of publication, replacements have not been nominated.

From 2007, growth in the market for FM services is anticipated to increase with the introduction of the Building Schools for the Future (BSF) initiative across England. Established as Partnerships for Schools (PfS), a JV between the DfES and Partnerships UK, this body will enter into partnerships with local authorities in order to procure new buildings and services for secondary schools more quickly and at lower costs than under standard and PFI contracts. This JV will lead the entire investment programme, whether projects are procured through PFI or with direct public finance. 

Based upon the NHS LIFT method of procurement, the DfES has launched 4 pathfinder projects under its BSF programme. The 4 local authorities are participating in the pathfinder programme over the 2005/05 period including Bradford, Greenwich, Bristol and Sheffield. As with NHS LIFT, the DfES has claimed that it achieves cost effectiveness through eliminating duplication and encouraging the integration of primary and intermediary health and social care provision within a locality.  Consequently, this ought to result in a faster turnaround in bringing schemes to the market. Some £2.2bn worth of capital expenditure on schools in England is envisaged over the next 10-15 years.

Following the pathfinder schemes 14 Wave 1 projects were announced in February 2004, covering projects in Bradford, Bristol, Knowsley, Leeds, Manchester (phase 1), Newcastle, Newham, Sheffield, Solihull, South Tyneside/Gateshead, Southwark/Greenwich/Lewisham, Stoke on Trent, Sunderland and Waltham Forest. These schemes will cover 78 newbuild projects and 57 refurbishment schemes. 

5.3.4.5
Leisure & Cultural Facilities

Prior to CCT the local authority leisure sector had been chronically underfunded. With the advent of CCT, the market was opened up to private finance, and this has lead to a gradual increase in market share among private contractors and independent provident societies. Recently, private investment for the upgrading of leisure amenities has been on the increase. Key drivers behind this include:

· Rapid growth in the private health and fitness club sector has stimulated competition within the public sector, resulting in higher levels of investment in upgrading facilities;

· A trend away from in-house to outsourced leisure services provision;

· National Lottery funding;

· Exploiting and developing target markets for sectors not widely catered for by private clubs, e.g. under 18’s and the less affluent;

· 'Best value' and public-private partnerships between operators and equipment suppliers;

In recent years, private leisure FM contractors have steadily penetrated the local authority leisure sector -worth some £2.5bn. Over the period 2000-2003, the number of facilities under contract management has increased from around 300 to over 400. although some 70% of sites are still managed by DSO’s or arms length companies.

The trend towards outsourcing leisure management services is more prevalent among local authorities in the Southern England and the Midlands. In the major urban areas of the Northern England and Scotland, there is a far higher level of services provision by DSO's. While PPP funding is proving to be an increasingly important source of investment, donations from the National Lottery have been used to finance some large leisure centre newbuild and refurbishment schemes.  

Until late 2002, the use of PFI as a procurement tool for construction and FM services in the leisure and culture sector has been limited, with the first scheme being sponsored by the ODPM; a new leisure centre in Crosby, Merseyside on behalf of Sefton Metropolitan Borough Council, with FM services only starting in 2003. Among the key reasons for the slow growth of PFI in this market have been:

· Relatively high procurement costs in relation to the average values of deals, typically within the range £5-10m, have often deterred larger contractors from placing bids;

· Costs of bidding have often been too high for smaller contractors;

· Lack of experience among local authorities in this sector of the PFI/PPP market;

· Tight budgeting resources and other priority areas of spending by local authorities.

However, over the long term Government estimates suggest that around £3bn worth of investment is needed to improve existing leisure and cultural facilities and achieve more efficient service delivery at value for money.  In spite of initial slow growth in the number of schemes coming on stream, as of June 2004, the Project Review Group, having a combined value of around £200m, has now endorsed around 23 projects. While, these will certainly contribute towards growth in the FM outsourcing market, the volume of concessions coming on-stream from year to year is likely to be low. Since the first schemes were endorsed back in 1998, only 5 are currently in operation.

	Table 35: Leisure & Culture PRG Endorsed PPP Projects incorporating FM as of June 2004

	Consortium/
	Contracting Authority
	Project
	Status
	Cap Value (£m)

	Information Resources
	Bournemouth Unitary Authority
	New library DBFO & ICT facilities
	Operational
	21

	
	Bournemouth Unitary Authority
	Redevelopment of entertainment & convention centre
	Procurement
	

	NUPPP/Caxton FM
	Brighton & Hove District Council
	New central Library PFI DBFO
	Operational
	16

	
	Cambridgeshire County Council
	Historical resources & cultural centre
	Procurement
	25

	Mowlem DC Leisure
	Amber Valley District Council
	3 leisure centres PFI DBFO
	Signed
	12

	Boxwood
	Bexley, LB
	3 leisure centres PPP DBFO
	
	16

	Seddon, Parkwood Leisure
	Breckland Borough Council
	2 leisure centres PFI DBFO
	PB- Delayed
	10

	Linteum/Leisure Connection
	Brent LB
	Willesden sports centre
	Preferred bidder
	

	NUPPP/Carillion Services
	Hackney LB
	Library/tech. learning
	Operational
	10

	Linteum/Leisure Connection
	Lewisham LB
	Learning Centre, library, health centre
	Development
	12

	
	Liverpool City Council
	New community libraries
	Procurement
	

	
	Newcastle City Council
	Libraries DBFO
	Procurement
	

	Information Resources
	Oldham Borough Council
	Library & lifelong leaning centre PFI DBFO
	Preferred Bidder
	17

	Kier
	Penwith District Council
	Leisure centre PFI DBFO
	Signed
	6

	
	Redbridge LB
	Leisure centre
	
	

	
	Rotherham MBC
	Leisure & joint service centre
	Procurement
	

	Waterfront Leisure
	Sefton MBC
	Leisure centre, Crosby PFI DBFO
	Operational
	

	
	Shepway District Council
	Leisure centre
	Procurement
	16

	
	Telford & Wrekin BC
	Leaning Resource & drama centre
	Procurement
	

	Linteum/Leisure Connection
	Uttlesford District Council
	Rebuild of 3 leisure centres PFI DBFO
	Operational
	

	
	Wolverhampton City Council
	Leisure centres
	Procurement
	

	Source: AMA Research/Various Government Departments/Trade Sources


NB Not included in this list or joined-up schemes where leisure facilities are included together with other types of developments, mainly schools. These include projects in Sheffield, Liverpool, Croydon and Tyne and Wear. Accordingly they are included in table in the previous section on schools projects.

Boxwood Leisure – Park wood PFI Projects, Walter Levelly & Sons, Park wood Leisure

Information Resources - Kier Project Investment, Kier Regional, Allied Worldwide, Barclays Capital, Claxton FM
Linetum Leisure - Willmott Dixon, Bank of Scotland, Leisure Connection
Waterfont Leisure –G & J Seddon, Barclays. Parkwood Investment, Glendale Leisure
Further to the schemes listed above, in 2003, the Department of Culture Media and Sport (DCMS) received a further 20 applications from local authority for PFI credits to fund culture and leisure projects. Of these, 5 were selected for public funding of £39m towards the costs, although some of these schemes will be jointly funded with other Government departments.

Croydon Council - plans for the replacement of a branch library, borough housebound service and music Service to be provided in conjunction with a new community school.

Liverpool City Council - plans for new central library and archive.

Rochdale MBC  - plans for library/learning centres to be provided in conjunction with 3 new Joint Service Centres. 

Rotherham MBC - plans for 3 new community swimming pools linked to school sites.

South Tyneside Council  -plans for new community theatre and swimming pool linked to the building of a new school.

There is clearly no shortage of applications for PFI credits with which to fund improvements to facilities and service provision. However, while schemes that have been endorsed will go ahead, it is unlikely that many more individual developments requiring funding will be procured through PFI.  This is because of the £20m minimum capital value now required for PFI procurement. Therefore, it may be necessary for authorities to group together and develop batched schemes, as is happening in the healthcare and schools sectors

5.3.4.6
Other Local Authority Markets

With regards to PFI, the main areas of application has been the Fire and Rescue Authority sector, although as of June less than 10 contracts have been awarded, as the table below shows. Although capital values are small, service values under 25year concessions are relatively high. Between 1998 and 2005 over £200m has been awarded by the ODPM to the Fire and Rescue Service under PFI. Opportunities for FM contractors in this market look set to increase. In December 2003 the ODPM invited the Fire and Rescue Authorities to bid for a share of over £100m of funding under PFI to support projects that will build a better service. This has led to new fire stations, training centres and headquarters in North Yorkshire, Cornwall, Lancashire and Tyne & Wear; a divisional and community fire station in Greater Manchester; a new joint training centre for Avon, Somerset and Gloucestershire. Work is also in progress towards new facilities in West Midlands, Dorset and Cornwall. 

However, following this announcement in 2004 was the declaration by the Government that it is no longer going to use the PFI route for procuring smaller projects. However, that does not infer that they need be shelved. In Dorset, the Dorset Police Authority, Dorset Ambulance Trust and Dorset Fie & Rescue Service are collaborating on a scheme for a combined service facility in Dorchester. The combined capital value of this scheme is estimated to be around £30m, well above the new £20m threshold stipulated by the Government. 

	Table 36: Other Local Authority PFI Projects incorporating FM Provision –Signed & Preferred Bidder Status as of June 2004

	Provider
	Contracting Authority
	Project
	Status
	Capital Value £m

	
	Avon, Somerset & Gloucs. Fire Auth.
	DBFO fire services training facility
	Operational
	17

	Balfour Betty
	Copeland Borough Council
	Office rationalisation
	Operational
	

	Interserve t/a Pyramid Accomodation Services
	Cornwall County Council
	16 fire stations DBFO
	Operational
	8

	
	Greater. Manchester F & CDA
	New fire HQ & station
	Operational
	5

	Kier Group/Caxton FM
	Greenwich LB
	Care homes facilities
	Development
	19

	
	Lancashire County Council
	2 fire stations DBFO
	Operational
	3

	
	North Wilts District Council
	Property rationalisation
	Signed
	7

	
	North Yorks Fire & Rescue Auth
	Fire training facility & station
	Operational
	6

	Kinoull House  + AWG Facilities
	Perth & Kinross Council
	Civic offices DBFO
	Operational
	25

	NUPPP + HBG FM
	Redcar & Cleveland BC
	Offices DBFO
	Operational
	10

	Taylor Woodrow/TWFM
	Sheffield City Council
	Office development
	Operational
	30

	Vosper Thorneycroft
	South Wales Fire Service
	Fire training facility
	PB
	

	
	Suffolk Fire & Rescue
	Grouped fire stations DBFO
	Procurement
	

	Cofathec Heatsave/Cofathec FM
	Trafford Borough Council
	Sale, civic centre offices
	Development
	14

	 Jarvis t/a TW Accommodation Services 
	Tyne & Wear Fire Authority
	6 new stations and HQ DBFO
	Signed
	30

	
	Walsall MBC
	New community fire station
	
	3

	Source: AMA Research/ODPM/Trade Sources: 


With respect to other types to council offices, the use of PFI has been limited with just a handful of schemes, as shown in the above table.

A more common approach is that of larger BPO outsourcing under Strategic Partnership arrangements that typically encompass a range of services that are wider than those offered under standard FM services. Usually, these would include FM, property management, back-office, HR, procurement services, IT support, waste management and street and park cleansing. The majority of contracts currently in operation are scheduled to run for 10 years, unlike most PFI concessions, 25-40 years. The table below lists a selection of some of the larger current contracts.

	Table 37:  Selected Strategic Partnership Contracts featuring FM services in the Local Authority Sector

	Authority
	Private Partner
	Whole LifeValue £m

	Bedfordshire County Council
	HBS FM
	267

	Herefordshire County Council
	Jarvis Services
	270

	Islington, LB
	Caxton Islington
	

	Lincolnshire County Council
	HBS FM
	306

	Liverpool City Council
	Vinci Services
	

	Middlesborough MDC
	HBS FM
	260

	Northants. County Council
	HBS FM
	706

	Norwich City Council
	AWG Facilities Services + 
	300

	Redcar & Cleveland BC
	Liberata + Jarvis
	230

	Sheffield City Council
	Kier Sheffield
	

	West Berkshire District Council
	Amey Business Services
	168

	Westminster City Council
	Westminster Accord
	422

	Source: AMA Research


6.
CONTRACTORS REVIEW

6.1
Origins

Since the mid 1990s, most new entrants into the FM outsourcing sector have emerged from the construction, engineering and support services industries.  This has resulted from diversification away from traditionally lower margin areas of business towards a high growth sector with a high profit potential.

This trend has been particularly prevalent in the commercial construction sector, with new FM businesses continuing to emerge from established construction businesses. Recent market entrants include Vinci Services (Vinci), Wates FM (Wates Group), Axiis Group (Miller Construction) and Mace Macro (Mace). While many longer established FM contractors have their origins in major constructions groups, in recent years there has also been a marked trend among medium size companies in diversifying into FM, including Kajima, Clugston, William Verry, Eric Wright, Fitzpatrick, Barr Construction and Robertson Group.

However, there still remains a significant number of leading construction-to-civil engineering groups that have not expanded into FM including Costain, Birse, Bowmer & Kirkland, Morgan Sindall, Shepherd Building Group, Sir Robert McAlpine, Simons Group, Rok, MJ Gleeson and Willmott Dixon. However, most do have subsidiaries or divisions that offer building maintenance services and as such are well positioned to enter the FM market.

The table below lists the larger construction companies and their FM operations. It should be noted that some of these FM companies may not have their origins in construction, but in other sectors and have since been acquired. For example Steill Facilities was a business with its roots in engineering but in recent years was acquired by Alfred McAlpine to form the basis of its business services operations.

	Table 38: FM Companies with Origins in Construction & Related Service

	FM Company
	UHC

	Alfred McAlpine Business Services

AMEC Building & Facilities Services

Amey Business Services

AWG Facilities Services

Axiis Group

Banner FM

Bovis Lend Lease FM
	Alfred McAlpine Plc

AMEC Plc

Amey Plc

AWG Plc

Miller Construction

Henry Boot Plc

Bovis Lend Lease Corporation

	Carillion Services

Ecovert FM

Equion FM

Eric Wright FM

Fitzpatrick FM

Haden Building Management

HBG FM

Interservefm

Jarvis Accommodation Services/Jarvis Workspace FM

Kier Support Services/Caxton FM

Mace Macro

Mears FM

Mowlem Support Services/Mowlem Aqumen

Robertson FM

Skanska Facilities Services

Taylor Woodrow FM

Vinci Services/Vinci Services Support Services

Wates FM
	Carillion Group Plc

Bouguyes SA

Equion Plc/Laing Plc

Eric Wright Plc

Fitzpatrick

Balfour Beatty Plc

HBG Construction

Interserve Plc

Jarvis Plc

Kier Plc

Mace

Mears Group

Mowlem Plc

Robertson Group

Skanska UK

Taylor Woodrow Plc

Norwest Holst/Vinci Plc

Wates Group

	Source: AMA Research


The engineering and manufacturing sector is the other key area from which FM has developed. The table below lists leading FM companies with origins in engineering and/or engineering consultancy. Some of these have retained engineering as the core activity, e.g. Planned Maintenance Engineering, Dalkia and RL Martindale, with FM incorporated within their structure.  For others, such as Maclellan and Turner, FM is now very much the focus of their activities.

	Table 39: FM Companies with Origins in the Engineering 
& Manufacturing Sectors

	FM Company
	Holding Company

	Atkins Asset Management

Babcock Training & Support

City FM

Elyo Services

Dalkia Energy & Technical Services

Emcor Facilities Services

Integral

Johnson IFM

Maclellan Group Plc

Planned Maintenance Engineering

Serco Ltd

Turner FM
	WS Atkins Plc

Babcock International Group Plc

City Refrigeration

Tractebel

Dalkia Plc

Emcor Drake & Scull Group 

Staveley Group Plc

Johnson Controls

N/A

N/A

Serco Plc

Turner Group

	Source: AMA Research


With increasing demand among larger corporations for the provision of integrated services with a single point of contact, many leading providers of support services have also diversified into IFM, while still able to offer single service and bundled service options. In recent years, companies such as ISS, OCS Group and Rentokil Initial have restructured their businesses to allow them to offer integrated service provision. Some, e.g. Rentokil Initial, OCS Group, Reliance Security, MITIE and Sodexho, have created units to manage TFM contracts through cross-selling services provided by other group companies, and, where suitable, by sub-contractors. Some also have specialist FM or multi-service subsidiaries focused on specific markets, e.g. healthcare, MoD and public sector leisure. A few other companies have diversified into FM through acquisition. The most notable example of this was that of Chesterton Workplace Management by Johnson Service group in 2003, which has resulted in the formation of Johnson Workplace Management.

The table below lists leading providers with origins in the support services industry, principally contract cleaning, catering and security.

	Table 40: Leading FM Companies with Origins in the Support Services Sector

	FM Company
	Holding Company

	Aramark Business Services

Carlisle Facilities Services

DC Leisure Management

ISS Facilities Services

Global Solutions

Initial Hospital Services

Medirest

MITIE Support Services/MITIE Managed Services

Reliance Integrated Services & RSTM*

Rentokil Initial Management Services

ROMEC

Select Facilities Services

Sodexho FM
	Aramark 

Carlisle Holdings

OCS Group

ISS Group

Group 4 Falck**

Rentokil Initial Plc

Compass Plc

MITIE Plc

Reliance Security Group Plc

Rentokil Initial Plc

Royal Mail

OCS Group 

Sodexho Alliance

	Source: AMA Research


Notes: * RSTM = Reliance Secure Task Management

** Global Solutions was formerly part of Group 4 Falck but is now owned Englefield Capital and Electra Partners Europe
Among the more recent entrants to the FM market have been companies with their origins in the property industry.  Typically, such companies have been able to make a natural progression from contracted property management to FM. The table below lists key players to have emerged from this sector in recent years. 


	Table 41: FM Companies with Origins in Property Services

	FM Company
	Holding Company

	CB Richard Ellis FM

Drivers Jonas FM

Johnson Workplace Management

King Sturge Asset & FM

The Gale Company (Management Services) UK

Trammell Crow Company
	CB Richard Ellis

Drivers Jonas

Chestertons Plc*

King Sturge

The Gale Company (US)

Trammell Crow (US)

	Source: AMA Research


Notes: * Johnson Workplace Management, now part of Johnson Service Group Plc, was formerly part of Chestertons Plc when it used to operate as Workplace Management

In addition to FM companies operating across a full range or selection of end-user markets, there are also companies focusing on specific niches. Most notable is the local authority leisure market where leading outsourcing companies include Leisure Connection, DC Leisure (part of OCS Group), CCL Leisure (part of the US Clear Channel Entertainment group) and Parkwood Group.

One other source of new FM companies is the PFI sector itself, which has given rise to the formation of companies that undertake lead roles on PFI projects, providing both equity investment and FM services. Among the larger examples of this type are Equion Plc (part of Laing Investments), Vinci Partnerships  (part of the Vinci group), Axiis Group (part of Miller Construction), Accent Partnerships (part of Accent Group, formerly B & N Group) and Ryhurst.

The trend towards ‘one stop shop’ TFM contracting has reached its ultimate limit with the outsourcing of the management and, sometimes the ownership, of vast estates.

The size of these undertakings has led to the formation of contract-specific consortia resulting in the creation of new FM companies, responsible for the procurement and managing of support services. The first contract of this size was the PRIME contract, for which the (recently renamed) Land Securities Trillium was formed, which has since gone on to compete for other contracts, most notably being awarded the 'corporate PFI' contract for the management of the BBC's estate. For the STEPS contract, the Mapeley consortium was created, while in the private sector the Monteray consortium is handling the Project Jaguar contract.

6.2
Supply Structure

The FM industry is complex, dynamic and difficult to characterise, with definitions varying widely, especially as there are many companies using the term ‘facilities management (or FM)’ as being synonymous with outsourcing. As regards to this report, FM companies are those managing and/or providing integrated, multiple services under a ‘one stop shop’ contract. These can be broadly categorised as:

Business process outsourcing companies- The concept of outsourced service provision has now gone beyond traditional FM, i.e. the provision of building O & M and other non-core ‘blue collar’ support services. Many of the larger FM contractors now market themselves as 'business process outsourcing' (BPO), 'change management' companies or similar, with FM just one of a range of services being offered. Services under BPO contracts typically extend to the provision of training, clerical, administrative, human resources; payroll management and IT support functions. Among the leading providers of BPO are Capita, Serco, Amey BPO and WS Atkins.

TFM contractors - FM firms that undertake the management and often, but not necessarily, the performance of fully integrated support services. This is usually done either through in-house/direct provision and/or through the use of service partners or sub-contractors. There are essentially 2 types of TFM provider:

· Independent management companies typically acting in a management role, with facilities services performed by service partners or sub-contractors. FM companies such as this include Land Securities Trillium, Mapeley, JohnsonWorkplace Management, Drivers Jonas, CB Richard Ellis, The Gale Company (Management Services) UK and Trammell Crow Company

· Management and service delivery companies. These can be split between management units/divisions/subsidiaries that cross-sell services, often provided by other group companies, and organisations where the management function is integrated with service delivery. Examples of the former include Equion FM, Select Facilities Services, Rentokil Initial Management Services, MITIE Managed Services/MITIE PFI, Jarvis Workspace and Taylor Woodrow FM. Examples of the latter include Johnson Controls, Serco, Maclellan, Haden Building Management, ROMEC, Interservefm, Mowlem Aqumen and Carillion Services.

Support service companies are those that deliver facilities services but which do not usually assume the role of principal management. Some providers offer a broad range of services, increasingly as part of bundled packages. Others offer either 'hard' or ‘soft’ FM services. Many 'hard' FM service companies have their origins in the engineering sector.  While many just provide 'hard' FM services, others are able to either self-perform some 'soft' services or are able to manage 'soft' FM sub-contractors. Included among the leading providers of ‘hard’ FM  (only) services are Emcor Facilities Services, Dalkia Energy & Technical Services, Skanska Facilities Services and Planned Maintenance Engineering.  

Providers of bundled ‘soft’ services typically have their origins in cleaning, catering or security and generally do not perform ‘hard’ FM services. However, this sector of the market has been particularly dynamic, characterised by a high degree of diversification away from origins. This is exemplified by companies based in catering such as Sodexho, Aramark and Medirest (Compass) that now offer cleaning and security services. 

 Several of the leading companies from the contract cleaning sector - notably. ISS UK, Rentokil Initial and OCS Group – have become multi-faceted support service companies, with cleaning just one of many functions offered. 

With TFM companies, there has been a trend towards greater self-reliance and less dependence on sub-contractors, as many leading FM providers - e.g. Interservefm, Maclellan and Mowlem Aqumen – have enhanced their service provision through acquiring specialists. However, only a few TFM companies are sufficiently large enough to able to self-perform all services, although it is often more cost-efficient and practical to work with service partners. 

While several of the larger TFM companies are equally active in both the private and public sectors, most, however, have a stronger presence in one than the other. However, mainly due to acquisitions, several operators have succeeded in diversifying into new markets. For example, Carillion, hitherto mainly operating in the public sector, expanded its presence in the corporate FM sector through the acquisition of Citex. 

FM companies active in both the private and public sectors include Interservefm, Atkins Asset Management, Mowlem Aqumen, Haden Building Management, Kier Support Services, Maclellan, MITIE Managed Services, Select Facilities Services, Sodexho FM, Turner FM, Reliance Integrated Services, Alfred McAlpine Business Services, Integral and Amey Business Services.
The following companies are among those with a more significant presence in the public sector than in the corporate market: Serco, Jarvis Accommodation Services, Carillion Services, Equion FM, AWG Government Services, Rentokil Initial Management Services, HBG FM, Babcock Training & Support, Ecovert FM and Global Solutions.  Some companies are largely or exclusively focused on the PFI market e.g. HBG FM, Axiis FM, and Equion FM.

Those that operate predominantly or exclusively within the corporate sector include Johnson IFM, ROMEC, Trammell Crow, Elyo Services, Johnson Workplace Management, Integral, Emcor Facilities Services, Connaught Services, Carlisle Facilities Services and Dalkia Energy &Technical Services.

6.3
Key Trends

A defining characteristic of the UK FM market is that it is dynamic, characterised largely by the following trends:

· New market entrants - the diversification of existing companies into FM.

· The diversification of the FM market, which has brought in new players.

· Re-positioning and expansion of existing FM operations within larger multi-service providers.

· Consolidation and diversification through acquisitions.

· The emergence of specialist PFI/PPP consortia and companies.

Recent Entrants

Since the late 1990s, there have been many new entrants into the FM market, owing to low market barriers, particularly for companies already are well established in related markets such as construction, building maintenance and contract cleaning. Many of these are companies with origins in other sectors have diversified into the FM sector while also expanding their range of services on offer to include FM. Among the more recent market entrants have been Johnson Workplace Management, Hayward FM, Mace Macro, Mears FM, Wates FM, Kajima FM, Carlisle Facilities Services, Ryhurst, Certainty Total FM, The Gale Company (Management Services), Accent Partnerships, Axiis FM and Vinci Services/Vinci Partnerships.  Most of these are subsidiaries of larger multi-discipline concerns seeking to break into the FM market. Some, like Carlisle, have been formed through the integration of former separate subsidiaries into a single business. Companies wanting to break into the FM outsourcing market have formed others -e.g. Johnson Workplace Management - through acquisition.

Re-organisation

Among the larger support services companies there continues to be substantial restructuring, in response to market demands for cost-efficient integrated service provision. This has been achieved through mergers, demergers, acquisitions and re-organisation of operating divisions. Companies that have undertaken significant restructuring of their support services operations, and sometimes their entire company structure, since 2001 have included: Amey, Kier Support Services, Babcock International, AMEC, Interserve, ISS, Alfred McAlpine, Mowlem, OCS Group, Carillion, WS Atkins, Carlisle Group, Connaught, Laing, Maclellan, Spice Holdings and Rentokil Initial Services.
Market Consolidation And Diversification - Mergers And Acquisitions

Demand among bigger organisations in the private and public sectors for cost-efficient TFM or 'bundled' service contracts has led to the creation of larger TFM and BPO companies, that have the financial and skills resources to be capable of delivering fully integrated and diversified service packages. 

Underpinned in part by growth in the PFI/PPP market, there continues to be a marked trend towards long-term FM concessions on grouped or batched DBFO projects that demand a high degree of financial commitment by FM service providers.  Large-scale DBFO contracts also typically have large whole life values, reflecting the broad range of services usually required. 

On schemes such as acute hospitals, MoD Prime and grouped schools projects, only the larger FM companies have the resources to be able to participate in bidding consortia. There is evidence that the increase in the number of large-scale PFI/PPP contracts is already contributing towards polarisation among FM companies. At one end of the spectrum there are TFM companies that have shown considerable growth as a result of mergers and acquisitions. At the other end, there are many smaller FM and facilities services providers that are increasingly operating on a sub-contracting basis.

To capitalise on the trends towards PFI grouped contracting, TFM and service ‘bundling’, many of the leading FM providers have diversified into either new end-user markets or have enlarged their service capabilities, often through acquisition. These acquisitions in turn have contributed towards increasing critical mass, scope of supply, economies of scale, and cross-selling opportunities for existing clients.

Since 2000, there has been a large number of acquisitions and mergers of FM and service delivery companies, as shown in the table below

The period following the end of 2002 to early summer 2004 has been a highly active period for acquisitions, mergers and disposals.  Among the most significant developments have been: -

· The disposal of Global Solutions by Group 4 Falck in May 2004.

· The acquisition of ISG Occupancy by Erinaceous Plc from Interior Services Group in May 2004

· The acquisition of Workplace Management by Johnson Service Group from Chesterton Plc in October 2003.

· ISS UK’s acquisition of Coflex in March 2004.

The table below summarises the main acquisitions since 2000. In addition to these acquisitions and mergers, market consolidation has also been strengthened by the business failures of several FM companies that have either gone into liquidation or receivership. These have tended to be some of the smaller-medium sized operators. These include: -

· Melville Dundas FM and parent company Melville Dundas Ltd

· Profectus Group

· Wiltshier FM and parent company Ballast Ltd

	Table 42 Major Acquisitions of FM or Facilities Services Companies Since 2000

	New name of FM Co./incorporated within
	Acquired by
	Old name of FM co.
	Disposed by

	Alfred McAlpine Business Services
	Alfred McAlpine Plc
	Stiell Group
	N/a

	Babcock Defence Services
	Babcock Plc
	Hunting Defence Services
	Hunting Plc

	Babcock Infrastructure Services
	Babcock Plc
	Service Group International
	N/a

	
	Englefield Capital & Electra Partners Europe
	Global Solutions
	Group 4 Falck A/S

	Carillion Services
	Carillion Plc
	Citex Management Services
	Citex Group

	ISS Facilities Services
	ISS UK
	Coflex, RCO Holdings, CSFM Holdings & others
	N/a

	Interservefm
	Interserve Plc
	Building & Property
	N/a

	Johnson Workplace Management
	Johnson Service Group Plc
	Workplace Management
	Chesterton Plc

	Haden Building Management
	Haden Building Management
	ROMEC (49% interest)
	

	Haywards Property
	Erinaceous Plc
	ISG Occupancy
	Interior Service Group

	HBS Facilities Management
	Hyder Business Services
	Servus FM
	

	LS Trillium
	Land Securities
	Trillium
	N/a

	Facilities services unit
	Maclellan Group Plc
	Ramoneur Cleaning & Support Services & Broadreach Group
	N/a

	Mowlem Aqumen
	Mowlem Plc
	Dudley Bower Group
	N/a

	Mowlem Pall Mall
	Mowlem Plc
	Pall Mall Support Services
	N/a

	Mowlem Technical Services
	Mowlem Plc
	R Daubney
	

	Figures rounded up or down             Source: AMA analysis of DoH data


Perhaps the most active company on the acquisition trail has been ISS Group, which has bought up well over 10 UK cleaning and other support service companies since 2000.  These include RCO Holdings, Southdown Cleaning & Maintenance, Fernley Airport Services, Ideal Commercial & Industrial Services, National Cleaning, food hygiene services company ICS Group, Impressions Cleaning (Scotland0 and CSFM Holdings Plc. The most recent and notable acquisition has been that of Coflex, which had been one of the fastest-growing FM companies in the commercial sector.

Re-positioning and re-branding

Since the late 1990s, a number of the larger construction and civil engineering companies have overhauled their operations significantly in a bid to redefine or enhance their core areas of activity.  Underpinning this has been the perceived need among these companies to restrict their exposure within the historically high-risk and low-margin construction sector and to refocus on the higher value-added support services industry. Typically this has involved not just the acquisition of companies providing core services but also the disposal of non-core businesses. Both Rentokil Initial and Amey, for instance, have restructured their businesses substantially through the disposal of significant sections of their businesses.

To reflect these changes, many companies have rebranded either their entire organisations or certain subsidiaries and divisions, while some have achieved the required critical mass to allow redefinition on the FTSE, notably Amey, Interserve Jarvis, WS Atkins and most recently Babcock International. Others - such as Carillion, Alfred McAlpine and Mowlem – continue to generate increasing proportions of their turnovers from support services – but are still categorise on the FTSE as construction companies.

Among those companies classified as support services companies, most of the leading players have graduated away from single service provision towards bundled or integrated service provision. Of the 4 market leaders – including Sodexho, Rentokil Initial and ISS Group – OCS Group has most recently re-positioned itself as an integrated service provider, replacing a looser subsidiary-type structure with a more close-knit divisional structure.

Consortia and Special Purpose Vehicles

On larger PFI/PPP DBFO contracts, it is usually necessary for companies to form consortia in order to be able to raise the required equity and also to share the risk. Typically, a consortium of this nature comprises the main building contractor (often a project management company), a TFM provider and a financial institution that often provides the larger share of equity. This would often be specialist PFI equity provider, whether an independent firm such as Innisfree, or part of a larger financial services organisation e.g. Barclays Private Equity.  Following the award of a contract, a Special Purpose Vehicle (SPV) is formed to manage the contract. Sole contractors also tend to operates through SPVs on long-term concessions, such as in the custodial and schools sectors

While most consortia are created just for one specific contract, a few have developed into large TFM providers bidding for subsequent contracts. This is best typified by Land Securities Trillium (LST), originally formed to bid for the PRIME contract.  Since being awarded this contract by the Department of Work and Pensions, LST has since been awarded 2 massive estate management contracts with BT Plc and the BBC. Another notable example is Catalyst Healthcare, originally formed to bid for the Calderdale Hospital PFI contract. Since then, Catalyst – comprising Bovis Lend Lease, Sodexho plus financial institutions - has secured or been awarded preferred bidder status on a further 6 hospital PFI projects and is competing for preferred bidder status on the huge Birmingham new hospital scheme.  

6.4
FM Contractors

As indicated, the FM market is highly diversified and dynamic, as exemplified by numerous mergers, acquisitions, corporate restructuring and re-classification. FM providers also vary in terms of organisation structure, approach to service provision, accounting techniques and market sectors served. Within the definition of this report, FM companies are classified as:

· TFM companies providing management only while sub-contracting all services.

· TFM subsidiaries or divisions of large multi-service groups, cross selling services provided by other group companies and, when necessary, by sub-contractors.

· Providers of 'bundled' services, both 'soft' and/or 'hard' FM services.

· Business process outsourcing companies that provide standard FM services as part of their portfolios.

Because of the variations in structure, accounting methods (e.g. the use of either turnover or fee income) and payment mechanisms, assessing market share is difficult. An exacerbating factor is that the award or loss of just one large contract can profoundly affect a FM company’s total income levels. By UK turnover or total value of services managed, the table below lists the largest FM services companies, including both TFM and bundled service providers.

It is important to note that turnover figures are not directly comparable as many management only companies typically present revenues as fee income rather than turnover. In this instance, an approximation of value of services managed is estimated based upon a typical fee income charge of around 10%. Secondly, results for many companies incorporate revenues from activities not strictly within the report’s definition of FM e.g. construction project management, specialist services e.g. environmental and energy services, property management services, small works and overseas undertakings where not declared. However, we do believe the table below does provide a good indication of the leading companies and their approximate market positions.

Another point to note is that while some businesses– e.g. Jarvis Accommodation Services, OCS, MITIE Support Services and Rentokil Initial Facilities Management Services have specific TFM subsidiaries – we have decided to provide the larger turnover figures as these include sales from bundled service provision that figures for the TFM subsidiaries do not.

Finally, the names of the companies listed are as those presented in annual reports and not necessarily the trading names.

	Table 43: Top 25 FM Support Services Companies in the UK 

	Company
	UK Turnover £m
	Year End

	Serco
	1124
	Dec 2003

	Rentokil Initial Facilities Management Services
	493
	Dec 2003

	Mowlem Support Services
	487
	Dec 2003

	Land Securities Trillium
	450
	March 2004

	Interservefm
	448
	Dec 2003

	OCS Group
	450
	

	ISS group UK
	420
	Dec 2003

	MITIE Support Services
	348
	March 2004

	Jarvis Accommodation Services
	331
	March 2004

	Amey BPO Services
	306
	Dec 2002

	Mapeley
	301
	2002

	Haden Building Management
	300e
	2003

	Dalkia Plc
	270
	Dec 2002

	Johnson Controls
	256
	Sept 2003

	Carillion Services
	252
	Dec 2002

	AMEC Building & Facilities Services
	250
	2002

	AWG Government Services
	220
	March 2004

	Global Solutions
	217
	Dec 2002

	Alfred McAlpine Business Services
	211
	Dec 2003 

	Johnson Workplace Management
	210e
	June 2002

	Atkins Management & Project Services
	209
	March 2004

	Babcock Training & Support
	179
	March 2004

	Romec
	170e
	

	Emcor Facilities Services
	160
	Dec 2002

	Maclellan Group
	151
	Dec 2003

	Kier Support Services
	115
	June 2003

	Source: AMA Research from Annual Reports & other trade sources


6.4.1
Larger FM Companies

This section includes larger companies capable of undertaking the management element of an FM contract, and in most cases also able to deliver services. Not included are multi-service companies that typically do not provide the management element, but usually operate as sub-contractors or partners to principal FM contractors. These are listed in alphabetical order.

Accord Plc is a support services company providing long-term outsourcing solutions to organisations in the Central Government, local authorities, commercial and not-for-profit company sectors. Accord is structured across 4 main divisions: Highways, Property, Environmental services and the recently established Business Services. The Property Services division is principally focused on repairs, maintenance and refurbishment of housing on behalf of local authorities. Business Services provides support to clients in the public and private commercial sectors.

Actual operations are delivered through 15 companies created specifically to service particular contracts, although these are to be restructured.  Services provided include highways construction and maintenance; repairs, maintenance and refurbishment of properties including social housing; procurement; environmental services; technical consultancy and FM. Those operating companies that offer accommodation support services as part of their portfolios include: - 

· TFE Accord, which provides property services to public and private sector clients in Cumbria and North Lancashire including property maintenance and refurbishment, highways and civil engineering, grounds maintenance, waste collection, street and building cleansing 

· Westminster Accord –part of Business Services - a partner in the Vertex SW1 alliance on a £422m outsourcing contract with Westminster City Council providing a broad range of FM, transport and procurement services under a 10-year concession to around 2012.

Other companies in the group are largely focused on areas such as local authority highways maintenance and social housing maintenance and refurbishment. For the year ending June 2003, group turnover remained relatively level on the previous year at around £240m. Of this, Property Services accounted for around £36m; Business Services £49m, Environmental Services £39m and Highways £117m.

Alfred McAlpine Business Services forms part of the newly restructured business of Alfred McAlpine Plc, reflecting the company’s transition towards being a support services provider. The 2 other divisions are Infrastructure Services and Capital Projects. The activities of the Business Services division range from traditional FM and asset management to ‘the delivery of critical e-business infrastructure’. Central to the restructuring of the former Support Services and Investments division had been the acquisition and subsequent integration of leading corporate FM provider the Stiell Group in March 2002. With a total turnover of some £150m at the time of acquisition, Stiell’s main division was Stiell Facilities –accounting for some 80% of this turnover – its key markets being financial services and electronics manufacturers and suppliers. With the acquisition, Stiell brought along a number of key clients including Motorola, Standard Life, Abbey National, HBOS, IBM, Nationwide and the BBC. Among the largest contracts were:

· £150m 6-year deal with Bank of Scotland for a UK-wide contract for provision of full FM services at 430 branches and offices, which started in 1999.

· 25-year DBFO contract with Nottinghamshire County Council to provide FM at schools in East Leake.

· Provision of TFM at 20 UK sites under 5-year contract with Electronic Data Systems (EDS)

In late 2002 McAlpine reinforced its new FM business with the acquisition of the business of infrastructure management services company Inframan Ltd. Prior to its acquisition, Inframan had a turnover of around £60m, mainly generated by operations in the education, MoD and local authority sectors.

These acquisitions made a full contribution towards a 67% increase in turnover for Business Services, from £126m to £211m over the year ending December 2003. During this period, a number of key awards had been secured including;

· Appointed preferred bidder by Addenbrookes NHS Trust on £170m hospital DBFO project, with Capital Projects building the hospital and Business Services to provide FM under a 30-year concession.

· The appointment by preferred bidder Debut Services of ABS as support services provider on the MoD’s RPC South West contract. A £500m 7-year contract for capital and maintenance works on 120 MoD properties in South West England, a deal worth £100m+ to McAlpine.
· Five-year, £20m contract to provide property and FM services for ABRO

· Three-year £9m contract with Royal & Sun Alliance, providing property and FM services
AMEC Building & Facilities Services  (ABFS) forms part of the Operations Support Services division of the Client Support Service business of AMEC Plc. The Client Support Services division comprises oil and gas offshore services, rail maintenance services, utilities and TFM. AMEC Building & Facilities Services itself was formed from the merging of AMEC Facilities and AMEC Building Services in 2003. Annual turnover for ABFS is around £250m.

ABFS offers a broad range of services in addition to TFM including 'hard' FM services, cleaning and office support services, with capabilities for in-house provision as well as sub-contractor management.  ABFS operates several large TFM contracts, the major ones being:

· TFM contract for the provision of support services at 30+ buildings for London Regional Transport including the HQ at Canary Wharf.

· In 2003 the MoD selected joint venture AMEC -Turner (AMEC and Turner FM) for a 7-year £460m Regional Prime Contract (AMEC share 50%) for management of MoD estates in Scotland, covering some 400 sites.

· Provision of TFM services on behalf of Citibank at some 20+ premises in London including offices, dealing floors and warehousing.

· In 2003, ABFS was awarded a 3-year TFM contract extension by BASF at its Cheadle Hulme site

· Also in 2003, Eli Lilly awarded ABFS a contract for the provision of a range of non-core services at its HQ, manufacturing/packaging and distribution centre/print works in Basingstoke.

ABFS is also part of ACM Healthcare, one of the Principal Supply Chain Partners with NHS ProCure 21, where it will be providing ‘hard’ FM services.

Amey BPO Services was formed in 2002 from the merging of Amey’s BPO and IT operations, under the trading name Ameysis, and the subsequent integration of this with the FM and estates services activities. Now, the newly created Amey Business Services (ABS) provides all Amey’s service outsourcing operations.  For the year ending December 2002 (2001), the BPO Services division of Amey generated a turnover of £306m (£294m).

ABS provides standard FM services plus human resources, payroll management, IT support and other office support. While typically providing 'white collar' services in-house, 'hard' and 'soft services are usually supplied by service partners.

While ABS has been a key player in the public sector FM market, Amey Group no longer has an equity stake in any of its PFI accommodation services concessions, notably the Glasgow and Edinburgh grouped schools and the MoD main building contracts. These were all sold to Equion Plc. However, ABS continues to provide FM services on these contracts and other PFI developments including contracts with North Birmingham & Solihull Mental Health Trust and British Transport Police. Elsewhere in the public sector, Amey still has an involvement in several major defence PPP projects with key clients including DSTL, Qinetiq and HMS Nelson Barracks (Portsmouth).

 Since 2002, ABS been awarded several major PFI contracts with an FM element including:

· £168m 10-year PPP contract for BPO services at West Berkshire Council offices, from June 2002.
· In 2004, ABS was selected as preferred bidder by the Metropolitan Police Authority to supply FM solutions for the MPA's 3 new integrated command communications and control centres. The value of the contract is estimated to be worth £52m over10 years.
· As part of Renfrewshire Schools Partnership, Amey has been nominated as preferred bidder on a £140m schools PPP contract. ABS will be responsible for lifecycle solutions, ‘soft’ FM services, building and grounds maintenance services.

In the private sector, ABS’ largest client is Centrica, providing support services across Centrica's UK portfolio to 2004. The £125m+ deal includes the provision of management for Centrica's telecommunications building, office support services as well as standard FM services.

Aramark UK, a subsidiary of US-owned Aramark Corporation, is a provider of catering, cleaning, environmental and other facilities services to the defence, education, custodial, corporate and offshore sectors.  In recent years the company has developed its presence in the IFM market, using a combination of the company’s own service teams plus a small number of approved, specialist sub-contractors.  The Combined Services division is a major player in the MoD sector operating several multi-service contracts including:

· 5-year deal at RAF Halton where Aramark is working with Serco Aerospace to provide accommodation and cleaning services. 

· 5-year contract at 3 main sites and 21 smaller satellite units at Rapier Barracks in Scunthorpe for the provision of catering, cleaning and laundry services.

· A 3-year contract with the RNLI worth over £2m p.a. for the provision of ‘soft’ FM services at the Lifeboat College in Poole.

· Contracts worth £3m for the supply of catering, hospitality and accommodation services at HMS Nelson and Portsmouth Dockyard.

As well as the MOD, other key clients for FM services include BP Amoco, NTL, Citigroup and BMW.
Atkins Asset Management (AAM) forms part of the Management & Project Services division of WS Atkins Plc, a multi-disciplinary engineering-based company providing a wide range of consultancy, management and technical services to clients throughout the public sector, industry and commerce worldwide. 

AAM itself provides a full range of property management and FM services to both the public and private sector, able to draw upon the skills and disciplines from other group companies. As well as undertaking TFM, AAM is also capable of self-performing ‘hard’ FM services. AAM states that it manages over 170,000 properties, providing services with a value of around £570m. The business of AAM is organised on 4 market-based lines

· Atkins Corporate and Retail Asset Management is organised into 3 market sectors:- Financial Services, Retail and Corporate. The client portfolio includes Bradford and Bingley, Littlewoods Retail, Anglian Water, Barclays Bank, WH Smith and the downstream operations of petrochem companies e.g. Q8, BP and TotalFinaElf. 

· Atkins Government and Education Asset Management (AGEAM) offers services to Central Government (excluding the MoD and the DoH) and local authorities and in recent years has become heavily involved in PFI.

In the schools sector, AGEAM acts in partnership with Innisfree as the NewSchools consortium. As of May 2004, NewSchools has been awarded 5 PFI contracts, including 3 grouped schools deals:

· Merton schools a £50m DBFO project, for 6 new secondary schools.

· Cornwall schools - a £200m 25-year contract to upgrade and provide FM services at 30 schools.

· Swanscombe schools – 25-year concession for FM services at 5 schools.

Outside of the NewSchools partnerships, AGEAM is also principal FM contractor on the Falkirk PFI Schools project as part of the Class 98 consortium. 

· Atkins Defence Asset Management (ADAM) has been providing hard and soft FM services within the MoD sector since the early 1990s and now has around 40 major contracts. 

The most recent of these was the long-delayed Colchester Garrison PFI project, which reached financial close in February 2004. As a key member of the RMPA consortium, ADAM is to provide building and estate maintenance services over 35 years, which is expected to generate annual revenues of around £5-6m.

· Atkins Health Asset Management (AHAM) provides non-clinical support services to the NHS under both traditional and PFI/PPP contracts. To date, it largest awards have been under PFI DBFO schemes where AAM is providing ‘hard’ FM, at the County Hospital in Hereford and at Wythenshawe hospital in South Manchester.

Company reporting structure differs to operations structure, with asset and FM services included under the heading Management and Project Services, which also covers IT infrastructure development. Turnover for the year ending March 2004 increased from £188m to £209m
AWG Facilities Services is one of 4 business units of AWG Government Services, itself forming part of the Infrastructure Management division of AWG Plc. The other 3 business units include:- Project Investment, Highways Maintenance and Systems (which provides IT related services).

AWG Facilities Services is focused on the provision of support services to the public sector. AFS is rapidly penetrating the PFI education market having won a major contract for West Lothian schools and is in the bidding for several other major grouped schools contracts. Among AFS major awards include:

· 10-year £300m joint venture with Cleanaway on behalf of Norwich City Council from April 2000 covering housing stock RMI work, refuse collection, grounds maintenance, highways maintenance, corporate properties

· Under a 20-year PFI DBFO contract with DHE Housing Lossiemouth, AFS is sub-contracting FM services to the Covesea consortium, which includes AWG Project Investments.

· Provision of support services under a 25-year concession to the TRICOMM consortium at married family quarters on behalf of the Defence Housing Executive at Bristol, Bath, Portsmouth and Shrivenham.

· Under a 25 year PFI DBFO contract with Perth & Kinross Council offices, AFS is sub-contracting FM services to Kinnoull House consortium which includes AWG Project Investments

· Under a 30 year PFI DBFO deal with West Lothian Council, AFS is sub-contracting FM services to the Alpha Schools consortium which includes AWG Project Investments

· Sub-contracting of FM services to North Staffordshire LIFT.

For the year ending March 2004, turnover for Government Services increased from £120m to £220m, largely due to the award of housing and property RMI contracts to AWG Facilities Services for borough councils in London and Birmingham.

Babcock Training and Support (BTS) is one of 2 reporting divisions for UHC Babcock International Plc, the other being Technical Services. These were formed from acquisitions, notably Hunting Defence Services. Training and Support itself comprises 3 business units: - Babcock Defence Services (BDS), Babcock Naval Services (BNS) and Babcock Infrastructure Services (BIS). For the year ending March 2004, total turnover for BTS increased from £179m to £253m. Of this, UK activities accounted for around £172m with Babcock Africa accounting for £81m.

BDS provides a wide range of logistic and equipment support services for the Royal Navy, British Army and RAF with a focus on vehicle and equipment maintenance. It also provides integrated support services at military bases that include FM, catering, cleaning, fire and rescue. Among longer standing contracts include the provision of wide ranges of technical support services at RAF Lyneham and at The Armour Centre at Bovindgon. Recent awards include:

· A £65m 5-year deal, in partnership with OCS Group, for the provision of aircraft engineering and support services at RAF Valley in Anglesey on behalf of the Defence Aviation Repair Agency.

· As part of Holdfast Training Services, BDS, the senior partner in the Holdfast Training Services consortium (its partners being WS Atkins and Mowlem), has preferred bidder status for a £1bn 30-year concession to provide training an support services to the Royal School of Military Engineering.

For the year ending March 2004, turnover for BDS stood at £60m (£64m).

BIS was formed from the acquisition of public sector FM company SGI Plc in 2002. BIS mainly targets large organisations in the defence, local authority and commercial sectors, offering services in FM, estate management, energy management, maintenance management and utilities management.  BIS acts as both managing agent and as direct provider of M & E services. Among BIS’ commercial clients are BAA Terminal 5, for which BIS is managing contractor accommodation under a 5-year contract.

The defence division is one of the largest providers of estate management services to the MoD with 19 Establishment Works Consultant contracts for Army, Navy, Air Force and Tri-Service sites. In conjunction with other Babcock operations, the biggest awards yet have been: -

· The 10-year management contract to Debut Services (which also includes Bovis Lend Lease) for the MoD’s Single Living Accommodation Modernisation programme. BIS Defence is to deliver whole life maintenance services at over 100 sites.

· The 7-year Regional Prime Contract for the South West of England region, also to Debut Services.

Other key ongoing contracts include the provision of estate and FM services at 40 office buildings at DLO Andover and at RNAS Yeovilton.

BIS’ Local Authority division provides property management services to the London Borough of Ealing, The Crown Estate and Castle Morpeth Borough Council.

BIS showed a first full year’s turnover of £24m for the period ending March 2004.

BNS provides specialist services to the MoD at HM Naval Base Clyde (Faslane and Coulport). Under a 5-year, £400m starting in 2002, BNS undertakes several key engineering and management services for the Royal Navy at these sites. These include key ancillary services such as logistics, FM and the provision of hotel accommodation for sailors. In its first full year of operation BNS reported a turnover of £88m over the 12 months ending March 2004.

Carillion Services forms part of the Business Services unit of Carillion Plc. Following a restructuring the previous year, Carillion Plc’s structure was again reorganised in 2003, with the creation of 3 new business units: Health, Transport and Business Services. Each unit is self-sufficient offering fully integrated solutions, from project finance through design and construction to lifetime maintenance and FM. In addition to these are the existing businesses of Crown House Engineering, PFI Investments, Building Developments and overseas operations.

Business Services is focused on 2 UK markets - private sector FM and commercial building. FM is provided by Carillion Services, which operates under 2 brands, Carillion and Citex, delivering integrated support services to a broad range of private and public sector organisations. Services include traditional FM, consultancy and fleet management, not just in the UK but also overseas. Restructuring of the FM business followed the acquisition of the acquisition of Citex Management Services from Citex Group in autumn 2002. This deal provided Carillion with key FM and consultancy contracts of Citex Group, the exclusive rights to the Citex brand, the Citex senior management team and the outsourcing, FM, prime contracting and management consultancy businesses. With the acquisition, Carillion has considerably expanded its activities in the commercial FM market. Prior to this, Citex had been reporting an annual turnover of around £25m, its main markets being financial services, telecommunications/IT, retail, arts & leisure, utilities, transportation, MoD and other Government Departments including DEFRA and DETR. Key corporate clients include BAE Systems, British Airways, British Nuclear Fuels, Coca Cola, Halifax Bank, J P Morgan Chase, Microsoft and Cable & Wireless. In 2003, 

·  A £90m 5-year TFM contract with Telewest Broadband to provide services at around 230 sites throughout the UK.

· Recent extensions to existing contracts with Coca Cola and HBOS.

Within Business Services, Carillion Defence was created in November 2002 to implement Carillion's strategic aim to generate sustainable profitable growth in the defence market, particularly in the PFI and Prime sectors 

The Health business was created to service the expanding NHS outsourcing market. Within this market Carillion is targeting 5 specific sectors – PPP/PFI hospitals, Independent Sector Treatment Centres (ISTC), Local Improvement Finance Trust (LIFT) projects, ProCure 21 and non-PPP FM. In the PPP/PFI sector, Carillion currently operates 4 long-term FM concessions, the 2 largest being:

· £4m p.a. FM contract at the Darent Hospital near Dartford

· £6m p.a. FM contract at the Princess Margaret Hospital in Swindon

In 2003, financial close was reached on the £700m Oxford John Radcliffe Hospital PFI scheme while Carillion also achieve preferred bidder status with Portsmouth Hospitals NHS Trust. As well as providing equity, Carillion is also acting as building contractor and FM provider.

Elsewhere in the health sector, Carillion achieved its first contract under the LIFT programme, as the private partner in Birmingham & Solihull LIFT, with Carillion Health providing FM support at 12 ‘one stop’ healthcare centres. Hard FM services are also being provided on NHS ProCure 21 developments with Carillion Plc being one of the 12 Principal Supply Chain Partners. In the non-PPP sector, Carillion currently operates 4 long-term concessions, generating revenues of over £40m p.a.

In the defence market, Carillion operates the £50m single living accommodation Prime Contract at the Lucknow Barracks in Tidworth, covering some 500 buildings.

Latest available figures for Carillion Services are for the year ending December 2002 of some £252m, although they do not reflect a full contribution from Citex. 
Carlisle Facilities Services (CFS) of US-UK combine the Carlisle Group, which offers staff services and facilities services to clients across the private and public sectors. CFS was formed from the merger of several existing subsidiaries including leading UK contract cleaning company LI Group plus the former businesses of Capitol Security, Coastline Cleaning, MASS, Pentagon Security, Solo Security among others. CFS serves 4 key client markets: transport, retail, the public sector and distribution.  The company provides a broad range of services in the areas of cleaning and hygiene, security, building and grounds maintenance and office support services. These are provided under both single and integrated services contracts.

Among key clients for integrated services in the UK transport sector are several train operators such as Virgin, First Great Western, Wessex Trains, London Underground (Jubilee Line) and Merseyside Transport.

For the 12 months ending March 2004, total turnover for the combined businesses of UK and US facilities services was down marginally from $917m to $904m. The latest available figures for the UK business of CFS are for the year ending March 2003, where turnover decreased from £39 to £33m.

City FM UK forms part of City Refrigeration Holdings, which has a turnover exceeding £175m. The company is a leading provider of FM and building maintenance services to multi site clients, mostly in the commercial sector. City FM offers a broad range of support services ranging from standard services to specialist functions pertinent to the food processing industry. Other divisions within the group include building services and the pub refurbishment business of Mercury Building Services.
Following on from its first facilities services contract in 1997 covering 47 ASDA stores in Scotland and the North of England, City FM was subsequently awarded a contract extension covering all ASDA stores across the UK.  Under the contract, City FM provides a full range of installation and maintenance services at the 254 stores, including refrigeration, air conditioning, heating, ventilation, cleaning, landscaping and civil projects
With City FM’s origins relating to the drinks trade, its key customers include companies such as The Spirit Group, Anheuser-Busch, Mitchells & Butlers, Punch Pub Company, Interbrew and Scottish and Newcastle. Other clients include Scottish Gas and Shell.

Dalkia Plc is part of France based Dalkia Group, a multinational operation with global sales equivalent to around £3bn. Dalkia Plc itself provides a broad range of services under the broad headings of Energy and Utilities Management; M & E & Technical Services; Lighting Management & Services, Facilities Services and Electrical Testing.

Key areas of activity for Facilities Services are the manufacturing and utilities sectors, public buildings, retail stores and hospitals. Among long standing clients include pharmaceutical giant Smith & Nephew, major food manufacturer McCormick Europe and credit card company Capital One. Major contracts for facilities services awarded in 2003 have included:

· Extension to its 5-year contract, worth some £4.5m p.a., to provide comprehensive facilities services at the Assembly in Cardiff and 60 regional offices on behalf of The National Assembly for Wales.

· Extension to the original contract with LS Trillium to provide ‘hard’ FM services at 330 sites, which covers a further 800+ buildings

· Extension in services provided under the contract with Capital One at the Nottingham HQ and UK regional sites.

· Contract with Rolls Royce Motor Cars for the delivery of  ‘hard’ and ‘soft’ FM services at its plant in Goodwood, Hampshire.

Dalkia also continues to develop a presence in the PFI market having won contracts for the provision of support services at Thames Valley Police’s Abingdon HQ, the £25m Strathclyde Police Training & Recruitment Centre and the £32m Norfolk Police Operations & Communications Centre at Wymondham.

As part of the Laing O’Rourke-led consortium, Dalkia is to supply ‘hard’ FM services on ProCure 21 schemes, in conjunction with Equion FM and ISS Mediclean

Dalkia Plc accounts for around 8% of international revenues for the parent company, equivalent to around £270m in 2002.  For the parent company, facilities services account for around 9 –10% of group revenues.

Connaught Plc provides non-core support services through 2 divisions, having re-structured its activities in late 2003 these being public sector and private sector SME. Services provided include M&E and fabric maintenance, gas maintenance and installation, estate management, FM, repairs, refurbishment, internal and external cleaning.
Un the recent restructuring, Connaught’s focus in the commercial sector had been principally on long-term contracting in the commercial office and retail markets. Its retail customer base then included the likes of Tesco, O2, Vodafone, Debenhams, BHS, Bodyshop and Boots. Other commercial clients included Prudential, Diners Club and Bristol Myers Squibb. However, Connaught has now withdrawn from the corporate FM sector, due to the impact of increasing levels of competition on margins. In addition, it no longer operates in the office interiors market for similar reasons. Instead, Connaught has refocused its attentions on the SME sector, with the recently acquired Gasforce having been fully integrated, providing services in gas and electrical maintenance.

For the year ending August 2003, revenues from commercial cleaning totalled around £20m and M & E and fabric maintenance generated sales of some £10m. Since then, interim figures for the private SME business improved by £1m to  £19m.

Operations in the public sector are focused on local authority and RSL housing. Recent term concessions in this sector include deals with:

· London Borough of Hounslow £55m over 7years

· Warrington MBC £40m over 5 years

· Worcester City Council, £20m over 3 years

· South Somerset Homes, a renewal for £50m over 10 years

· NIHHA £35m over 5 years

· Tristar Homes £34m over 7years 

· First Choice Housing £35m over 5 years.

Recently, Connaught increased its range of services to include electrical, plumbing maintenance and gas servicing and is using these as a base from which to expanded into other areas of the public sector e.g. health, schools, council buildings etc. During the year under review, revenues from this business stream amounted to around £90m, while subsequent half-year figures to end February 2004 indicate a 58% increase to £78m.

Drivers Jonas FM is incorporated within the property, facility and asset management business of Driver Jonas, a leading property services consultancy. Within the area of facilities operations, Driver Jonas offers 3 core services: -

· Building management – services managed include planned and reactive fabric and M & E maintenance; utilities and energy; cleaning, security; health, safety and environment; accounting consolidation (one cheque a month for the client); on-site customer support; office services e.g. stationery and catering. 

· Workplace services – relocation; space planning; fit-out; desk moves and cable management; support services; help desk and purchasing of supplies and furniture. 

· Real Estate – tenant management; lease administration; revenue collection; acquisition and disposals; rent, insurance and service charge verification.

As with other companies with origins in the property services industry, Drivers Jonas FM does not deliver services itself but acts purely in a management capacity. Recent contracts for FM operations include: -

· The management of non-core service delivery on behalf of the British Film Institute at the IMAX cinema at Waterloo, London.

· The consolidation and management of support services on behalf of the Employment Service at 340 sites across London and South East England.

For the year ending May 2003, total fee income for Driver Jonas increased by 25% to around £44m, with property and facilities management the main areas of growth, accounting for 18% of fee income.

EC Harris Solutions is part of EC Harris, a company which offers a broad range of design, build and management services to commercial, private infrastructure and public sector clients in the UK and overseas. EC Harris Solutions itself provides a full range of assent and facilities management services including ‘soft’ and ‘hard’ FM delivery energy management, property management, fit-out and refurbishment. Key FM contracts include deals with: -

· L'Oreal, for the provision of TFM across the entire UK property portfolio, including 12,000 sq m London HQ. This includes the management of both ‘soft’ and ‘hard’ FM services.

Independent News Media, for the provision of TFM at the London HQ, worth around £-4m p.a.

Total turnover for EC Harris increased from £67m to £85m over the years ending April 2003. EC Harris Solutions accounts for around £15-20m.

Ecovert FM is part of the Ecovert Group, a subsidiary of SAUR UK, which in turn is owned by the multi-national Bouygues Group of France, and is a sister company to Bouygues UK. Ecovert FM was formed to provide long-term FM on PFI construction projects awarded to Bouygues UK. Ecovert FM provides a range of environmental, municipal and ‘soft’ and ‘hard’ FM services to central government departments, NHS Trusts, local authorities and the commercial sector. Among the largest DBFO contracts through which Ecovert FM is providing long-term facilities support include;

· The Home Office Central London Accommodation Strategy, through which Ecovert FM, as part of the St Anne’s Gate consortium, is providing FM services at 22 Home Office buildings.

· Long- term FM concessions under PFI DBFO contracts at Barnet Hospital, King’s College UMDS and West Middlesex University Hospital. Each of these contracts is worth at least £5m p.a.

· The provision of TFM services on behalf of The Cabinet Office at around 20 sites within the London area between 2002 -2012
For the year ending December 2002, turnover for Ecovert FM was around £22m.

Elyo Services (previously Tractebel Elyo) is the UK outsourcing business of Tractebel, the Energy & Services arm of the SUEZ group, providing long-term technical management and maintenance of technical installations and FM. Elyo Services was formed in 2003 from the merger of Axima Services, Axima Building Services, Elyo and IGS Services. The new company has a turnover of around £140m. Key areas of operation are: -
· Operation of district energy networks 

· Energy and utilities management for industrial processes 

· Operation and maintenance of thermal and technical equipment 

· Facilities management. 

The FM business offers services in space and relocation management, document management, cleaning, grounds maintenance, security, transport and front-of-house services. Key markets for Elyo Services include:-airports (technical services and landside services); commercial offices; retail; industrial; leisure and healthcare.

Emcor Facilities Services (EFS) is a division of Emcor Drake and Scull, in turn the European subsidiary of US-based Emcor Group, a global engineering services company.  Although engineering services still form the core business of the company, Emcor Drake and Scull has continued to diversify its range of services, particularly in the area of FM management, FM consultancy and facilities services.  Initially, EFS specialised in the delivery of 'hard' FM to providing standard FM services across the private and public sectors EFS also undertakes small renovation project work, voice and data services, environmental services and security system installation.  For 2002, Emcor Facilities Services is reported as having a turnover of around £160m.

Included among EFS' clients are the GlaxoSmithKline, British Library, BAA, the DTI offices in London, Rover Group, Oracle Corporation, BNFL, various British Aerospace facilities, National Power, Shell, Telewest and Co-operative Bank. Since early 2003 EFS has won a string of major FM contracts in the commercial sector including: 

· A contract as British Airways sole TFM provider, delivering services at around 100 buildings across the UK under a contract worth some £26m a year for an initial 3 years. This covers the head office, Heathrow and Gatwick airports
· A £2.2m 3-year contract to manage and maintain ‘hard’ FM. Grounds maintenance and porterage services at British American Tobacco’ HQ in Temple Place, London.

· The commencement of a £30m, 5-year contract, providing full asset management services at 2 sites on behalf of the Atomic Weapons Establishment.
· A further 5-year contract worth £7m with British Nuclear Fuels to provide ‘hard’ FM services at over 80 buildings on the Sellafield site in Cumbria. This follows an original 7-year deal.

· A £3m renewal of the partnership with the British Library to provide ‘hard FM’ at the St Pancras and Boston Spa facilities. This almost immediately follows a similar sized contract with The Natural History Museum.

In the public sector, EFS is delivering building services worth some £16m to schools in the Kirklees area of Yorkshire under a PFI DBFO contract awarded to a specialist consortium headed by Jarvis.  At Derby Police HQ, EFS is managing a 3-year TFM contract with the possibility for an extension subject to performance. On the Peacehaven schools PFI DBFO contract, EFS is providing TFM services at 5 schools in Sussex under DBFO scheme, with 25-year concession.

EFS is a key FM provider in the MoD sector, its most recent award being with the Defence Aviation Repairs Agency.  From July 2004 EFS will be providing full FM services under a 15-year contract at RAF St Athan in South Wales.

As part of the Kier health consortium, EFS is also to provide ‘hard’ FM services under the NHS ProCure 21 initiative.

Eric Wright Plc is a construction and FM companies operating primarily within the North West of England. The company has diversified into FM through PFI contracting where it also acts as equity partner and carries out the construction. PFI awards to date include 3 new Elderly Care Hospital Units for the Blackpool, Wyre and Fylde Community Health Services NHS Trust and a new 1,350-pupil high school in Fleetwood for Lancashire County Council.

Outside PFI, the group has expanded into the NHS LIFT sector where it is the private partner with East Lancashire NHS LIFT and is preferred bidder to join Ashton, Leigh & Wigan NHS LIFT.

Group turnover has increased significantly in recent years, from around £50m in the latter 1990s to £126m in 2003. Construction accounts for around 70% of this with PFI investments, FM and civil engineering accounting for the other £40m.

Equion FM forms part of Equion Plc, itself a subsidiary of John Laing Plc. Formed specifically for the purpose of bidding for PFI contracts, Equion’s main successes to date have been in the police market. Equion Plc itself has an equity partnership in around 20 projects and preferred bidder status on several more. FM concessions are being managed mainly on behalf of the police including:

·  A 25-year concession to provide TFM at 17 police stations for the Manchester Police Authority

· A 25-year concession for the provision of property services on behalf of the Metropolitan Police Authority at 4 police stations.

A £m 40 DBFO contract at the Metropolitan Police Specialist Training Centre, Gravesend
The management of the Cleveland and Durham Police Tactical Training Centre
Equion FM is also to provide FM services on several other PFI contracts currently under development or at preferred bidder status including:

· Newham General Hospital in East London and at 3 schools under the first joint LEA PFI contract, involving the London Boroughs of Enfield and Newham. This follows the award of a first contract with LB Enfield to build and operate Highlands school. 

· 7 schools in the Swindon area, where Equion is preferred bidder on a £97m PFI scheme.

Equion has also diversified from PFI into the NHS LIFT and ProCure 21 markets. With NHS LIFT Equion has formed a joint venture with Bank of Scotland, Excellcare, which operates as a private sector partner within LIFT companies. To date, it has achieved financial close or preferred bidder status on 6 schemes:-Manchester/Salford/Trafford, Leicester, Greater Nottinghamshire, North Nottinghamshire, Sandwell and Southern Derbyshire. With respect to ProCure 21, Equion FM is managing ‘hard’ FM services as part of a consortium led by Laing O’Rourke.

Erinaceous Group Plc offers a broad range of property services to clients in both the commercial and public sectors. It was founded in 1999 as a group holding company for the acquisition of the property management and building consultancy company, Haywards Chartered Surveyors. Company growth has been achieved both organically and through acquisitions. With respect to FM, in July 2003, Erinaceous acquired the remaining share in Makers Haywards Property Services Ltd and re-named the company HPS Facilities Management Ltd, trading as Haywards Facilities Management.

The group currently operates through 3 divisions including Haywards Property Services which comprises 4 sub-divisions including FM, the other 3 being public sector housing management, private residential management and building services.

The most significant acquisition, though, has been that of the ISG Occupancy (ISGO) business from Interiors Group Plc in May 2004, which will significantly enhance Erinaceous’ presence in the commercial FM market. ISGO had been established in November 1998 to provide a range of property services for the commercial sector and was organised into 4 divisions: property management, facilities services (Eurica Services), FM (Eurica FM) and workplace advisory services. Prior to acquisition, ISGO had been contributing over £9m in fee income to the group, equivalent to around 16% of turnover. 

Fitzpatrick FM is part of Fitzpatrick Ltd, a £100m multi-service construction and engineering concern. Fitzpatrick FM offers a range of bespoke services, both for single and multi-site operations. These range from small single service jobs to longer term building services contracts up to £1m that typically include building and grounds maintenance, professional services and asset management. Clients include organisations in both the private and commercial sectors such as: - Royal Mail, Securicor Distribution Plc, Gazeley Properties, Scottish Courage, Brighton University, The Royal Chelsea Hospital, Newham Primary Care NHS Trust, Camden & Islington Community Health Services NHS Trust, DHL and Enterprise Inns Plc.

Global Solutions used to be the UK-based FM arm of Group 4 Falck, but on 26 May 2004, Group 4 Falck A/S entered into a definitive agreement to sell 100% of the shares of Global Solutions Limited (GSL) to Englefield Capital and Electra Partners Europe for around 208m. 

GSL has originally been created to service the public sector, operating principally in the following areas: - custodial, education PFI and healthcare PPP. The custodial sector is split between prisons, secure training centres (STCs), immigration centres and court services (prisoner transportation). In the UK, GSL currently provides support services under long-term concessions at:

· HMP Wolds (non-PFI) and HMPSs Altcourse and Rye Hill (both PFI).

· Rebound, a division of GLS, manages 2 STCs in the UK Medway STC in Kent and Rainsbrook STC on the Northamptonshire Warwickshire border.
· Manchester Magistrates Court, under a £25m PFI contract, as part of the CG4SC consortium.
· 4 immigration detention centres in the UK including Yarl’s Wood.
In June 2004, the Home Office awarded GSL the contract for the construction and 10-operations concessions of a new asylum detention centre in Bicester.

In the education PFI sector, GSL forms part of the White Horse Education Partnership consortium, providing support services at 3 secondary schools in Wiltshire.

In the healthcare PFI sector, GSL is FM partner within the Project Management Services consortium at the Nuffield Orthopaedic clinic in Oxford. In partnership with Babcock & Brown it has also achieved financial closure or preferred bidder status with 4 NHS LIFT companies: - Bexley, Bromley and Greenwich, East London, Brent, Harrow and Hillingdon: Woverhampton.
To date, the biggest FM contract in the UK for GSL has been the award to provide FM services at the new GCHQ building in Cheltenham under a 30-year PFI concession, worth around £13m p.a. 

As part of the Stratus consortium, GSL is also providing TFM support under a 15-year PFI concession at the Met Office’s new offices in Exeter. The building cost around £80m, while FM services are valued at some £70m in total.

For the year ending December 2002, turnover increased from £221m to £249m, although this figure does include contributions from overseas activities. The UK PFI business reported a significant increase in turnover from around £57m to over £73m. Other UK PPP contract revenues remained relatively stable at around £93m. UK Utility Service’ turnover increased marginally from £47m to over £50m.

Haden Building Management (HBML) is the asset management/FM business of Balfour Beatty Plc. Through HBML and its sister companies Balfour Kilpatrick and Haden Young, Balfour Beatty is a leading provider of maintenance, management, operation and assessment of building engineering systems in the UK. 

HBML manages and delivers a full range of ‘soft’ and ‘hard’ FM services for clients across the public and private sectors and provides specialist engineering services in the design, supply and installation of air conditioning systems and a full range of electrical installation, refurbishment and maintenance services. Through its branch network, HBML also provides the maintenance, repair and refurbishment of internal and external building fabric and infrastructure. 

Key corporate markets for HMBL are energy, retail and financial services. Included in its client portfolio are many high-profile ‘Blue chip’ companies e.g. Shell, HSBC, BBC, British Gas, Tesco, Sainsbury's, KPMG, Barclays, Merrill Lynch, Goldman Sachs, National Power, Intel Corporation and BAA. As part of the Monteray consortium, HBML is providing FM services for BT’s UK property portfolio (see entry for Monteray).

In the public sector, HMBL is providing FM services for the Inland Revenue offices in Salford the Benefits Agency (South and SW England) and the Atomic Weapons Establishment (AWE) and the Department for Work and Pensions. In conjunction with other Balfour Beatty companies, HBML is providing FM services on a number of PFI DBFO contracts. In the hospital sector, HBML operates as part of the Balfour Beatty-led Consort Healthcare consortium and is currently providing either full or ‘hard’ FM under 25-30 year concessions at Edinburgh Royal Infirmary and North Durham District General Hospital.  On completion or part completion, HBML will also be managing FM at:

· Blackburn Hospital, where construction is due for completion in mid 2006.

· University College London Hospital, where FM services are scheduled to begin in 2008.

Consort Healthcare is also preferred bidder on the £521m Birmingham Acute and Adult Psychiatric Hospitals PPP project by the University Hospital Birmingham Trust and the Birmingham & Solihull Mental Health Trust. This is scheduled to reach financial close in March 2005. Elsewhere in the healthcare sector, Balfour Beatty is one of the principle supply chain partners with NHS ProcCure 21, where HBML is to provide ‘hard’ FM services. 

HMBL is also part of the Balfour Beatty-led Transform Schools consortium in partnership with Beatty Construction, Balfour Kilpatrick and PFI vehicle Balfour Beatty Capital Projects. It currently manages FM under 2 PFI DBFO grouped schools contracts at 126 schools in Stoke-on-Trent and at 17 in Rotherham.

In the defence sector, HBML is currently providing: -

· Estate services under a £20m, 5-year contract to AWE Plc at Aldermaston and Burghfield. 

· Maintenance services under 2 Prime contracts at Marchwood and Thorney Island and at NHS Nelson in Portsmouth.

In September 2002, HBML acquired a 49% interest in ROMEC under a 7-year contract, with the remaining 51% retained by the Post Office. This acquisition is expected to net an annual turnover of around £90m, so lifting HBML’s current turnover to around £300m. Of this, around 40% is generated from the provision of integrated FM services. 

HBG (Facilities Management) is part of HBG Construction, which offers a range of services including construction, property development, design, PFI and FM. HBG FM typically operates in conjunction with the construction division on PFI DBFO projects. Among its earliest awards were for service provision at East Ayrshire Community Hospital and Wharfedale hospital in Leeds. Recent awards for HBG Construction, involving the provision of FM include:

· Preferred bidder status with Bristol City Council on a £57m DBFO contract, with HBG FM to provide FM from September 2005 under a 26-year concession.

· Preferred bidder status with East Renfrewshire Council on a £50m contract for 4 schools.

· A £60m DBFO contract with West Sussex County Council for 3 schools in Crawley.

·  A DBFO deal between HBG Projects and Cheshire Police Authority for a new HQ and training centre with a capital value of £34m.

· A £31m DBFO contract for Dalkeith Schools community schools

· 25-year DBFO contract between HBG Projects and Redcar & Cleveland Borough Council for fully serviced offices and a business centre, with a £10m works value. 

HBG FM is also providing support services on behalf of Cleveland Constabulary and the Derbyshire Constabulary

HBG FM is also providing  ‘hard’ FM services to the HBG Bloom consortium under the NHS ProCure 21 initiative.

HBS FM was formed from a merger of Hyder Business Services and Servus FM, prior to which HBS had acquired Turner and Townsend Facilities Management in 1998. HBS FM’s capabilities range from public access, education support and revenue collection services, IT managed services, property services, procurement services, human resources, and finance services through to FM consultancy and services and property services. ‘Soft’ and ’hard’ FM services are offered as a stand-alone service or as part of a wider BPO package, delivered in-house and/or through sub-contractors. Between 2000-2002, the value of services managed has increased from £17m to £75m.

Clients across the public sector include the DTI, Companies House, Patent Office, Royal Courts of Justice and several local authorities. HBS is currently providing BPO services under PPP contracts to 5 local authorities with concessions of around 10 years. The largest of these include:

·  £306m contract with Lincolnshire County Council, which includes property services.

· A combined BPO contract worth £760m with Northamptonshire County Council and Milton Keynes Council

· £267m deal with Bedfordshire County Council over 12 years, which includes FM provision.

· £260m deal with Middlesbrough council, which includes property services.

In the PFI schools sector, HBS is part of the QED consortium that has been awarded contracts on 2 grouped schools schemes:

· In Clacton, HBS is managing FM services at 4 schools under a contract with Essex County Council

· In Leeds, HBS is to manage FM services at 10 primary schools.

HBS’ private sector portfolio, which features FM provision, includes Kodak, Select Service Partner (formerly part of Granada), London Electricity and EDS. Among the most recent signings include a renewed 3-year FM contract with Kodak in October 2002, following previous 4-year term (as Servus FM), for provision of FM at Kodak’s UK HQ.

Integral Services is the FM and engineering services subsidiary of Staveley Industries Plc, providing building maintenance and other FM services to clients in both the commercial and PFI sectors. Originally providing ‘hard’ FM, Integral has since diversified into the provision of certain ‘soft’ FM services such as cleaning

In the PFI sector, Integral has mostly been successful in the healthcare market, where it is focused on primary healthcare centres, community hospitals and day care facilities rather than larger acute hospital developments. It operates around 6 healthcare PFI contracts in the Midlands and Yorkshire regions. Integral is also involved in the NHS LIFT and ProCure 21 initiatives. As part of the Medicor consortium, Integral is also providing ‘hard’ FM services under ProCure 21

In the education market, Integral was also awarded its first schools PFI contract at Temple school in Manchester. Other public sector contracts include:

· The provision of full FM on behalf of the National Assembly for Wales at the Assembly buildings in Cardiff and 30 offices throughout Wales.

· Supply of full facilities services for the Stationery Office.

In the commercial sector, Integral operates TFM and ‘hard’ FM contracts mainly in the retail, transport, commercial office sectors. Clients in the retail sector include the Galleries shopping centre in Bristol, The Swan Centre in Eastleigh, Hampshire, Lloyd’s TSB, Sainsburys and Littlewoods Retail. Recent awards for FM include a contract with HSBC Plc for the provision of services at sites including the Bristol-based call centre.

Turnover for the year ending April 2003 was £85m, although a significant proportion of this would have been generated from single and dual service contracts for M & E services.

Interservefm is the Facility Services business of Interserve Plc. During the year ending December 2003, turnover increased from £396m to £448m. The company operates through 3 main divisions: -

· Interserve (Facilities Management) offers TFM across a wide range of disciplines, covering ‘hard’ FM, estates management services, environmental management services, ‘soft’ FM and other support services. The main areas of operation are the commercial, industrial, healthcare and public sectors.

· Interserve (Defence) services the MoD, providing property related services such as project management, asset and maintenance management, safe systems at work, CDM Regulations, environmental services and value & change management.

· Interserve (Facilities Services) supplies M & E services maintenance, fabric maintenance and a full range of support services.

In the public sector, many recent awards have been through PFI. Interervefm is a key player in the NHS PFI sector, among the key contracts being: -

· To manage FM at University College London Hospital from 2008, with annual revenues of around £15m

· The management of FM services on the Dudley Group of Hospitals contracts, valued at around £13m p.a.

· Current FM operations at Littlemore Hospital in Oxford, worth around £8m p.a.

· The provision of FM services at the Cumberland Infirmary worth around £5m p.a.

The other key area of activity is the PFI schools sector, with existing FM concessions under grouped school contracts in Sheffield, Southampton, Hattersley (Tameside MBC) and on behalf of Omagh & Tyrone Colleges in N.I. In the education and local authority sectors, an integrated Interserve team operates as Pyramid Schools consortium. Pyramid also operates as Pyramid Accommodation Services on the Cornwall fire stations contract. Interservefm provides FM services as part of both these consortia. Most recently, Pyramid Schools was awarded a DBFO contract with Cornwall County Council covering 17 schools with FM services starting in Spring 2004.

Interserve (Defence), as part of consortia, has landed several major contracts with MoD Defence Estates including concessions at:-

· Defence 6th Form College, where as part of the Minerva Education & Training, Interserve (Defence) was awarded this PPP DBFO contract in May 2003.  Following the completion of the construction phase by Interserve Project Services in 2005, Interserve (Defence) will provide a full range of FM services over a 28-year period, worth around £90m.

· The Army Training Estate via the £600m ‘Project Vanguard’ scheme, where Interservefm, as part of the Landmarc Support Services consortium, is to provide a wide range of FM and other services at 130 sites over a 10-year period from 2003.

· The Fleet Accommodation Centre in Devonport - ‘Armada’ PFI – where Interservefm, as part of the Falcon consortium, has been selected to provide full FM services for the single living accommodation. Interserve Project Services will be constructing new facilities and refurbishing existing buildings. 

Outside of PFI, Interservefm also provides maintenance and cleaning services for 8,000 houses owned by Slough Council. In the corporate sector, Interservefm services major ‘Blue chip’ clients including Eli Lilly, Halifax Bank, Royal & Sun Alliance, Barclays Bank, Intel, Vodafone, Ford and MEPC. Recent awards, since the start of 2003 include: -

· A £20m, 3-year contract with Network Rail to provide TFM services at office buildings. This follows a 5-year commission worth £2.5m to carry out property inspections of stations, signal boxes and trackside buildings in the South of England.

ISS UK is a direct subsidiary of the Danish-owned ISS Group, the world’s largest provider of support services.  Following a considerable amount of restructuring ISS Group now comprises 4 main business streams: - Facility Services, Hospital Services, Food Hygiene and Damage Control.

· Facility Services itself comprises 6 business streams: - Building Services (M& E and fabric maintenance), Catering, Cleaning & Hygiene, Office Support (interior landscaping, mailroom & reprographics) and Integrated Service Solutions. 

· ISS Mediclean constitutes the Healthcare FM division of ISS UK, providing non-clinical services to around 320 establishments. For the year ending December 2002, turnover increased from £130m to £147m.

ISS Mediclean is one of the leading providers of ‘soft’ FM services in the PFI healthcare market. As of May 2004, the company has been awarded concessions under 12 contracts. Concessions range from 5 years up to 30 years.  The largest of these include:

· Walsgrave and St Cross hospitals – initially for 5 years, with annual revenues of around £13m.

· Bromley hospitals, Hairmyres & Stonehouse hospitals, Greenwich and Worcester royal Infirmary and most recently Newham General Hospital with annual revenues for each contract in the range of £5-8m.

In addition, ISS is also part of consortia that have preferred bidder status or which have schemes currently under development including contracts at: Newham General Hospital 

ISS Mediclean also contains the ISS Defence division, which operates around 14 contracts on behalf of the UK armed services.

After France, the UK is ISS’ second main area of activity, accounting for around 13 % of group turnover, 12% of total operating profits and 15% of the total workforce. ISS estimates current turnover at around £420m, up by around £100m on the previous year, with several key acquisitions making significant contributions to this growth.

Since July 2000, much of ISS UK’s growth has been attributable to a series of acquisitions of support services companies including RCO Holdings (facilities services), Southdown Cleaning & Maintenance, Fernley Airport Services, Ideal Commercial & Industrial Services (cleaning), National Cleaning, ICS Group (food hygiene services) and CSFM (facilities services). Further acquisitions since yearend 2002 include: - leading FM company Coflex, Eaton Group (catering), Harrwood Services (cleaning), Waterers Landscape (grounds maintenance) and Impressions Cleaning Scotland.

The acquisition of Coflex has greatly enhanced ISS presence in the corporate FM sector. With annual revenues of over £30m prior to the takeover, Coflex had ongoing contracts with Swiss Re, Bank of Tokyo-Mitsubishi, Lloyd’s, United Business Media, Equitas, BHP Billiton and is one of the 3 service partners in the Mapeley consortium on the STEPS contract.

Jarvis Accommodation Services (JAS) is one of 2 main operating divisions of Jarvis Plc. At the time of this report’s publication Jarvis reported that it is still working on its strategic and operational review, involving changes at both Group and divisional including disposals. For the year ending March 2004, turnover for JAS increased from £279m to £331m with FM revenues up from £23m to £31m.

 JAS is structured in such a way as to deliver a whole lifecycle projects involving funding, design, build, operations and maintenance. JAS itself incorporates specialist FM subsidiary Jarvis Workspace FM. JAS operates almost entirely in the PPP/PFI sector, its core markets being schools and higher education, although recently JAS has entered the healthcare and defence markets. In the higher education sector it operates through its University Private Partnerships (UPP) business, where it is market leader with 22 contracts for PPP whole-life accommodation services at universities.  Recent major awards include contracts with: -

· Lancaster University where UPP is undertaking its largest contract, a  £340m DBFO project for at least 3,405 rooms, including a capital cost of £124m. Set to run for 38 years, final completion is scheduled for autumn 2005, although phase 1 is already completed.

· Plymouth University, with the transfer of the Robins & Gilwall halls of residence UPP will be managing and operating student accommodation starting summer 2004 under a 35-year contract worth £87m. This follows an existing DBFO contract at 2 other halls of residence.

· Middlesex University, where UPP is preferred partner for a scheme involving the management of 2,412 student rooms that includes the provision of full FM services. The whole life value is around £120m

As of May 2004, Jarvis is the leading player in the PFI/PPP schools sector, having achieved financial closure or preferred bidder status over 20 DBFO contracts covering over 160 schools. Major contracts awarded since early 2003 include:

· A deal with Norfolk County Council, where Jarvis has preferred bidder status on a DBFO contract with a whole life value of £263m, including £76m capital costs, covering 39 schools.

· The award of a second DBFO contract with Kirklees MBC for 4 new SEN schools with a whole life value of around £65m. This follows the first deal covering 20 primary and secondary schools, which has a whole life value of over £300m.

· A contract with LB Haringey for the construction and provision of FM at 8 secondary schools.

Other major grouped schools PFI contracts in operation include schemes in Liverpool (21 schools, whole life value of £250m) and on the Wirral (23 schools, whole life value £213m).

 In the defence sector, Defence Training Services (a joint venture between Jarvis and Halifax Plc) is providing support services at the Army Foundation College in Harrogate. This was Jarvis’s first PFI contract with the MoD, with a capital cost of £84m and a whole life value of around £435m over 30 years.

In the healthcare PPP market, Jarvis is targeting smaller developments rather than major acute hospital PFI DBFO contracts, and as of May 2004 has 4 including:

· The provision of FM services under DBFO contracts at the Newbury & Thatcham community hospital in Newbury and at London’s Whittington hospital.

· Most recently, as part of Interhealth Care Services (Interhealth Canada and Jarvis Projects) JWFM is to provide FM at two specialist orthopaedic centres in Cheshire & Merseyside and Worcester (Kidderminster) between 2004- 2009.

· A £78m PFI DBFO contract with Birmingham City Hospital NHS Trust for an Ambulatory Care Centre

Jarvis also operates as Jarvis primary Health in the bidding for NHS LIFT contracts.

In the local authority market, recent awards for Jarvis include:

· Strategic Service Delivery Partnership with Herefordshire County Council to provide highways and traffic services, fleet management, civic and schools catering, grounds maintenance, street and building cleaning, recycling facilities, building management and maintenance and other support services. The initial contract is for 10 years with a whole life value of £135m plus an option to extend for a further 10 years.

· With Redcar & Cleveland Borough Council, Jarvis is providing Liberata Plc, contract holder on this BPO partnership scheme, with FM and property services under a 10-year concession valued at around £90m.

· A 25-year PFI DBFO contract on behalf of Tyne and Wear Fire and Civil Defence Authority with a whole life value of £87m over 25 years, for new brigade HQ and 6 new fire stations. On completion of construction around October 2004 FM services will start covering building and grounds maintenance, security, information and communication technology networks and janitorial services. 

Johnson Workplace Management (JWM) was formed from the acquisition of Workplace Management from Chestertons Plc by Johnson Service Group (JSG) in October 2003. Despite the acquisition, the business has retained ongoing contracts, managing over 200 manned locations for ‘Blue-chip’ clients and Government departments e.g. Cable & Wireless, Fujitsu, Invesco, H.M. Treasury, Inverness Airport and St George's London Healthcare Trust, which is our first NHS Trust. Prior to the acquisition, fee income for Management Services, which also included Property Services, increased from £15.2m to £21.5m for the year ending June 2002. Post-acquisition, JSG reported fee income of £17.4m for JWM for the year ending 28 December 2003.  Among JWM’s key current contracts for TFM provision include:

· A deal with Fujitsu up to 2008, comprising full FM and property services at 117 buildings, including a huge data centre in Thurrock.

· Award of contract in April 2002 by Ivesco UK, worth £12m p.a. to provide FM services covering some 200,000 square feet of offices in London and the Thames Valley.

· Joint venture with Skanska, Matrix Facilities Management, providing TFM for telecoms corporation Ericsson covering 600k sq ft of accommodation in the UK.

· FM services at HM Treasury’s GOGGS building (western half) starting July 2002 over a 35-year period worth around £2m p.a.

· FM services for GOGGS building (eastern half) for HM Customs & Excise/Inland Revenue

· 5-year FM outsourcing deal for Cable and Wireless' UK office portfolio, worth £18m p.a.

Kier Support Services (KSS), the support services subsidiary of Kier Plc, was formed in June 2001 from the integration of 3 existing Kier businesses to provide a co-ordinated approach to FM and building maintenance. Formerly Caxton Integrated Services, KSS operates through:

· Caxton FM

· Caxton Islington

· Kier Sheffield Limited Liability Partnership.

Caxton FM provides TFM to clients in both the public and commercial sectors, plus maintenance and refurbishment services. With large client portfolio, many of it’s recent contract awards have been in the PPP/PFI sector including:

· A deal between Oldham Borough Council and Information Resources (Kier Project Investment, Kier Regional, Caxton FM, Allied Worldwide, Barclays Capital) for an £80m high-technology library and lifelong learning centre with a 25-year FM concession. This follows the completion in 2002 of a similar facility in Bournemouth.
· A contract between LB Bexley and a consortium led by Skanska UK and the Mill Group, with KSS to provide FM services at 2 schools.

Caxton FM is currently providing support services under several other PFI schools schemes including at 3 schools for LB Harrow and at Redbridge secondary in North London. In the PFI healthcare sector, Caxton FM’s 2 biggest contracts are at the Neath Port Talbot hospital, with smaller concessions including services at a local care centre in Farnham in Surrey and at 3 neighbourhood resources centres owned by LB Greenwich.

Elsewhere in the health sector, as part of Kier Health Kier Support Services is providing ‘hard’ FM under the NHS ProCure 21 initiative. As of May 2004, Kier Health has been awarded preferred bidder status on 3 projects.

Caxton Islington is a 10-year JV partnership arrangement with LB Islington to provide a range of services including building maintenance and cleaning services to public building and housing stock.

Kier Sheffield LLP is a 10 year Limited Liability Partnership with Sheffield City Council to take over the maintenance and repairs of 60,000 council houses and other council buildings such as libraries, schools and social services establishments 

For the year ending June 2003 turnover for Kier Support Services increased from £81m to £115m.  Subsequent IR figures show an increase from £47m to £86m.

Johnson Controls is part of a US-owned conglomerate of the same name, which is involved in the manufacture of automotive components, building control systems and Integrated Facilities Management (IFM).  Services provided by Johnson Controls include workplace consulting and design services, facility management services, project management, operations and maintenance, benchmarking services, consultancy and energy management. For the year ending September 2003 turnover was down from £278m to £256m.

In the UK market, Johnson Controls mainly provides services to the commercial and industrial sectors with key markets being the energy and financial services industries. Among Johnson's key clients in the UK are the Atomic Energy Authority, AON, American Express, Barclays Bank, Smithkline Beecham, EDS, Royal Bank of Scotland, Norwich Union, IBM, CSC, BP, British Gas, BP/Mobil JV and Exxon Mobil. Examples of major current contracts include:

· 5-year £70m+ FM contract with AON, finishing in early 2006 for TFM at around 100 office sites around the UK.

· Further to an original contract in 1998, Barclays Bank has awarded another 3-year contract, due to expire in July 2007, for FM service provision at its new Canary Wharf HQ.

· £60m+ contract with EDS for a 5-year TFM concession at 67 sites, both offices and data centres, due to expire in 2006.

· 5- year contract starting 2002 and worth over £9m p.a. for the provision of FM services at over 100 sites owned by Norwich Union Life and Pensions.
Land Securities Trillium (LST) is part of leading property group Land Securities Plc, having originally been formed to bid for the ownership and management of the Department of Work and Pension's UK estate.  For the year ending March 2004, property services income from property outsourcing in respect of unitary charge increased from £342m to around £450m.  This was generated from 4 contracts. As the information below shows, 2 of these contracts are as part of Telereal Services, a 50:50 joint venture with The Pears Group.

· In 2001 Telereal Services won its first contract to provide accommodation and estate management services at most of BT’s UK property portfolio under a whole life contract worth around £2.4bn. This covers 6,700 properties comprising offices, telephone exchanges, vehicle depots, warehouses, call centres and computer centres totalling some 5.5 million sq m.

· £2bn, 30-year property partnership with the BBC from December 2001. Under this deal, the freehold of the BBC’s White City sites has been transferred to LST, subsequent to which LST also manages sites in London and Scotland.

· The PRIME contract with the DWP has been in operation since 1 April 1998. This is a 20-year contract with LST managing the provision of services through its 7 service partners at 650 buildings throughout the UK.

· Further to the DWP Prime contract, LST began providing support services in December 2003, at over 1,000 Jobcentres for the Employment Services.
· In March 2002, Telereal Services was awarded its second contract, to provide estate management services and customer help-desk facilities across O2’s UK portfolio, over an 18-month period worth around £1.5m. The O2 (UK) estate totals some 8,000 properties comprising offices, call centres, telecom switches, cell sites, and warehousing.  

· In April 2004, LST was awarded preferred bidder status on a £300m contract with leading insurance group Aviva Plc to take over the ownership and management of the 6m sq ft estate, comprising 50 buildings in Norwich, York and Perth, for 25 years.

· In May 2004 LST was appointed by Norwich Union as preferred bidder on a £300m property outsourcing sale and leaseback deal over a period of 25 years.

Maclellan Group Plc is a provider of integrated support services, and has grown significantly in recent years, partly due to a string of major acquisitions of support services companies such as Broadreach group and Ramoneur and more recently of Attlaw Security & Protection Ltd. This reflects McClellan’s capability in self-performing most services. In 2003, the group was restructured, consolidating 5 former units into 3 operating divisions; Facilities Services being the largest plus Cleaning & Support Services and. Fo2 the year ending December 2003, UK group turnover increased from £138m to £151m.

Key markets include retail (mainly shopping malls), industrial, commercial, airports and Central Government departments.  To date, McClellan’s biggest FM award has been as part of the Mapeley consortium on the STEPS contract with the Inland Revenue and HM Customs & Excise. 

· Maclellan itself is providing FM services at 345 facilities across 3 regions under a 7-year concession worth around £100m.

· The other major public sector contract is for the provision of support services to the Modus consortium at the MoD’s main building in London.

Maclellan is one of the leading FM providers in the industrial sector, with major clients including Corus Plc, Lotus Group, Nissan, Eli Lilley, Du Pont, and Daimler Chrysler and Toyota. In the retail sector, Maclellan is also a market leader in the provision of FM at shopping malls, currently managing IFM contracts at the Bluewater centre near Dartford, at the Touchwood centre in Solihull, at 3 sites in Cribbs Causeway near Bristol, at West Quay in Southampton and at 3 smaller centres for Standard Life Investments.  Key clients in the commercial sector number Glaxo SmithKline, Camelot, Nomura and Nokia.

In the airports sector, Maclellan provides support services at Heathrow, Gatwick and Belfast airports.

Mapeley was created in 1999 in order to bid for the combined Inland Revenue and HM Customs & Excise estates STEPS outsourcing contract. As well as managing the provision of property and FM services to the estates, Mapeley also provides financing for capital works and as of 2003 has completed around 120 projects. Annual revenues for Mapeley total some £300m.

The principal shareholders in Mapeley are Soros Real Estate Partners, Fortress Investment Group and Delancy Estates, although the execution of services are provided under long-term partnerships. With respect to the provision of support services the principal partners are ISS UK (having acquired original partner Coflex), Maclellan and Mowlem Aqumen/Technical Services.

· Under the STEPS contract, Mapeley purchased the portfolio of over 600 buildings, totalling around 1.4 million sq m. In addition, Mapeley is also responsible for delivering services to another 125 sites that were not transferred. Under the 20-year contract, Mapeley’s revenues amount to £210 p.a.

· Following the award of the STEPS contract, Mapeley purchased Abbey’s estate of 1,320 properties, totalling 650,000 sq m. under a £475.5m deal. It encompasses call centres, offices, retail sites plus other types of accommodation. Under a 20-year concession, generating revenues of around £90m p.a.

MITIE Support Services forms is one of the 2 operating divisions of MITIE Plc, other being Building Services, capable of delivering services under single, bundled and TFM contracts. MITIE Managed Services (MMS) is the TFM unit within the group, responsible for the managing and provision of services under 'one stop shop' contracts. Service delivery is achieved through both cross selling services of other group companies and through sub-contracting. MMS also provides FM in the PFI/PPP sector with MITIE PFI undertaking the bidding role, although MITIE PFI no longer assumes equity shareholdings in PFI/PPP projects. Some of the other subsidiaries, such as MITIE Catering and MITIE Engineering Maintenance also take a lead role on bundled services contracts.

For the year ending March 2004, group turnover for MITIE Plc increased from £566m to £695m, while that for Support Services rose from £260m to £348m. Just under half this increase was accounted for by contributions from 3 acquisitions made during the financial year: - security Firm Trident Safeguards, Eagle Pest Control Services and security can and cleaning firm Executive Holdings.

Turnover for MITIE Managed Services increased substantially, from £52m to £83m, having started several major contracts including a first-time TFM outsourcing deal by the National Probation Service, covering the North and West of England. Other major continuing TFM contracts, in the commercial sector, include deals with Standard Chartered Bank, Sainsbury’s London HQ, Bloombergs, Pfizer Chemicals, Yorkshire Electricity, Vizzavi, Invensys, Bristol Myers Squib, Esso Retail and Global Switch. Major awards, due to start after the 2004 financial year-end include: -

· New contract with the ODPM from April 2004, with MMS providing full FM at the main office buildings in London. The contract is worth £4.5m p.a. for an initial 5 years with options for two extensions of 2 years each. 

· In May 2004, MITIE’S original cleaning contract with LS Trillium on the PRIME concession was extended by signing an enlarged partnering deal taking its whole life contract value to over £200m. Under the terms of the new contract MITIE is to provide a range of facilities services to the former Employment Services portfolio across Northern England and Scotland, adding some 430 buildings to the DPW portfolio already under contract. The contract sees the arrangements for the enlarged portfolio extend to 2018

In addition to TFM and PFI contracts, several major bundled services contracts were either renewed or awarded for the fist time in 2003: -

· The award of a long-term contract to MITIE of a bundled services contract with Bookham Technology at 3 sites including catering, vending, reception, security, cleaning, mailroom and reprographics.

· Starting in January 2004, a £60m 3-year bundled services contract with Nissan Motor Manufacturing UK at its Sunderland plant. Service partner Eurest is providing catering and vending services, while all other services are being provided by various MITIE subsidiaries.
· A long-term, multi–site bundled services contract led by MITIE Engineering Maintenance –from early 2003- covering all of the Rolls–Royce manufacturing facilities in England and Scotland and worth over £20m p.a.

Within the PFI market, the key areas of activity to date have been the education and healthcare sectors. MITIE PFI has several current contracts –where MMS is providing FM - among which are 25-year concessions at West Lothian schools, Highland schools and East Leake schools in Nottinghamshire. On full or part completion, MMS will also be providing facilities services at schools in Dudley, Caerphilly, Portsmouth, Sheffield, Northampton and Darlington. MITIE PFI has also been named preferred bidder for a facilities services contract for Argyll and Bute schools. 

In the non-PFI public sector, there was an extension and expansion of an original contract between MITIE Catering and the MoD covering the Gloucestershire and Cotswold district. It is now a multi-activity contract encompassing hotel services, catering and cleaning to laundry and pest control.

Mowlem Support Services is the services division of Mowlem and as with other group companies has been subject to major restructuring and re-branding. It now comprises:

· Mowlem Aqumen Facilities Management manages and self-performs TFM contracts in the UK and in Continental Europe.
· Mowlem Aqumen Property Services provides property/support services. In the hospital sector it offers non-clinical support services under the Sovereign Hospital Services brand. In addition, it undertakes the lead role on PPP/PFI contracts and also operates under the banner of Mowlem Aqumen Defence on Works Services Management contracts in the MoD sector.
· Mowlem Technical Services comprises Mowlem Technical Services, Skillbase Services and Daubney Services, which undertake M& E installation and also perform ‘hard’ FM services.

· Mowlem Pall Mall offers cleaning and other ‘soft’ FM services, mainly in the commercial sector, particularly in the retail and hotel markets.

For the year ending December 2003, turnover for Support Services increased for a second successive year by over 20% from £389m to £487m. In 2003, major awards include: -

· That of preferred bidder for the provision of ‘soft’ FM services by Skanska Innisfree at Barts and the London Hospital. This is the largest healthcare PFI contract to date, worth some £22m p.a. to Mowlem Aqumen for 13 years. The previous largest award had been for the provision of services to the Endeavour consortium at the redeveloped James Cook University Hospital on Teeside.
· Preferred bidder status, as part of Aspire Defence, on the £4bn, 30-year Project Allenby/Connaught PPP deal. From April 2004, Aspire Defence is providing a package of support services and maintenance worth around £100m p.a. over 30years. In addition, there is a £1bn programme of capital works.
· The start of a PFI DBFO £315m contract with Devon County Council, where as part of Modern Schools (Exeter), Mowlem Aqumen is to provide FM at 6 schools in Exeter. This follows an award to provide services under the first of 3 grouped schools contracts with Leeds City Council.

In the commercial sector, Mowlem secured a number of major awards including: -

· A £20m bespoke contract with Prudential for the provision of maintenance and help desk services over a 10-year period. 

· An extension to an existing 5-year £474m contract with HSBC to provide a full range of support services to the 12 corporate sites and 230 nationwide branches of HFC Bank. This £39m contract covers capital projects as well as services and runs for 4years from January 2004. The original contract is for full support services across HSBCs UK property portfolio, comprising 1,653 branches and 249 offices. 
As well as these recent awards, Mowlem Aqumen is currently providing FM services on several other large-scale contracts, the largest as part of the Mapeley consortium on the STEPS contract, where Mowlem is providing services at 250 buildings in 3 regions under a 7-year concession. 

Mowlem Aqumen Defence has several contracts under current management, including: -

· A £100m contract for asset management services and small works at 9 sites including the Royal Military Academy at Sandhurst

·  A Prime contract with the Defence Housing Executive for the provision of property maintenance services in Scotland and North East England.

· The provision of support services under the £25m Chicksands Prime Contract for the Defence Intelligence and Security Centre over a period of 5 years.

In smaller sectors of the PFI market, as Modern Courts, Mowlem has 2 awards in the Courts sector, where Mowlem Aqumen is providing FM services on behalf of Humberside Magistrates Courts and East Anglia Crown Courts.

As part of ACM Healthcare, Mowlem Aqumen is providing hard ‘FM’ services at DTCs under the NHS ProCure 21 programme.

OCS Group is the UK’s largest privately owned business support services company. In April 2002, the group underwent significant organisation, so far having consolidated most of the original 40 activities of its former trading companies into one integrated business. OCS now primarily operates through 6 divisions, which still continue to offer single as well as bundled service provision: - Cleaning & Support Services; Catering &Support Services; Technical Services; Security; Hygiene; Laundry and Environmental Services and International. However, several other strongly branded subsidiaries still trade separately including FM companies Select Facilities Services and DC Leisure. Total turnover for OCS, including these businesses, is now in excess of £450m. 

DC Leisure Management (DCLM) manages 110 leisure facilities on behalf of 27 local authorities, mainly across the southern half of England. Of these there are some 60 sites operating under the kinetika heath and fitness brand. A recently formed specialist unit, DC Leisure Developments, was formed to tackle the PFI/PPP market. Awards to date include contracts with: -

· Amber Valley Borough Council, for the refurbishment and management of operations over 25 years of 3 leisure centres.

· Wolverhampton City Council for a DBFO project for a ‘water-world’ type leisure facility.

Select Facilities Services (Select) is the TFM subsidiary, operating independently of OCS. undertakes management and the procurement of service delivery, partly drawing on services provided by other operations in the group. Select has been trading since 1991 and for the year ending March 2003 saw a fall in fee income from £18m to £15m. Included among Select’s clients are: Akzo Nobel, BBC Wales, Heinz, Logica CMG, Skandinaviska Enskilda Banken (SEB), The National Archives and Thresher Group.
Parkwood Holdings Plc specialises in providing outsourced services to the public sector across the UK. It operates through 3 main subsidiaries: -

· Glendale focuses on the management of parks and open spaces, mainly for local authorities. This operation is currently being expanded into related 'green' businesses.  Glendale itself comprises 6 divisions including Glendale FM, which provide FM services to the MoD at the Defence Animal Centre in Melton Mowbray.

· Parkwood Leisure offers FM services covering a range of leisure facilities, mainly in the local authority sector, with PFI/PPP being a key area of success.

· Parkwood Healthcare provides non-emergency patient transport on behalf of NHS Trusts under the 'National Ambulance Service' banner, together with the provision of nurses on an agency basis to both NHS Trusts and the private healthcare sector.

·  Parkwood PFI Projects undertakes bidding bids on behalf of Joint Ventures and the group, responsible for the project management of contracts

For the year ending December 2003, group turnover increased from £45m to £51m, with Parkwood operating nearly 70 long-term concessions, 4 of which are in the private sector. Of this total, Glendale showed an increase from £27m to £29m while Parkwood Leisure also managed to increase turnover from by £2m to over £14m.

Parkwood Leisure (formerly Glendale Leisure) manages 27 facilities for 16 organisations including 12 local authorities.  In conjunction with Parkwood PFI projects, Parkwood Leisure manages facilities under 2 PFI contracts including Crosby Leisure Centre and at 3 leisure centres within LB Bexley, as part of the Boxwood Leisure consortium. Parkwood Leisure also provides FM at the Mulberry school in LB Tower Hamlets.

Planned Maintenance Engineering (PME)  offers a range of services that can be delivered under single services contracts or as full FM. PME operates through 4 principal divisions: -

· Technical Services, which includes risk management, environmental management and health & safety management.

· Building Services, which includes M & E services, fabric and grounds maintenance.

· Support Services, including cleaning, mail services, catering etc

· Building Environmental Hygiene

For the year ending December 2003, group turnover increased from around £134m to nearly £139m. PME operates predominantly within the commercial sector. Among recent awards for FM or bundled services contracts include: -

· A 3-year extension to an original contract with Cooper Avon Tyres at sites in Wiltshire covering 110 acres, including the provision of security, reception, maintenance and cleaning.

· A deal between PME and London City Airport for the provision of M & E and building fabric services, set to run for 3 years ending 2006.

· An extension to a long-standing contract with Reuters for the supply of facilities services at 21 building across the UK. The original contract was for services at just one building, the Dockands Technical Centre.

Other commercial clients include Pearsons Media Group, Belfast City Airport, Thorntons (the confectionery retailer), British Airways, Associated British Ports and the ‘ITN Building’ in London. In the public sector, PME’s main contract is with Hampshire Council, where it provides general maintenance works and building controls systems at 245 sites including schools, fire stations and care homes.

Reliance Integrated Services (RIS) and Reliance Secure Task Management (RSTMS) comprise the FM and specialist support services business of Reliance Security Group Plc.  RIS provides TFM, ‘soft’ FM services, building services, management and property services. RSTMS provides services such as custodial services, electronic tagging and monitoring of offenders and prisoner transport. It also serves as the PFI security business of the group, proving fully integrated service packages from funding through to long-term FM provision.

Services are delivered through in-house teams and in conjunction with some 50+-service partners. Rapid growth in Reliance’s FM business is reflected in a 50% increase in turnover from £48m to £72m for the year ending April 2003. A key factor behind this growth has been income from the contract with BT Plc, with RIS a principal partner in the Monteray consortium.

Most of RIS successes to date have been in the commercial  ‘Blue chip’ sector, with clients such as BT, Michelin Tyres, Birds Eye Walls, Abbey National, BAA, Unilever, Tesco, Rolls Royce, GEC, Cadbury Schweppes, Ericsson, Cable & Wireless, BG LC, Corus, Halifax, Bayer and National Westminster Bank. Recent awards include contracts with Accenture and Luton Airport.

In the public sector RIS forms part of the consortium with Kajima Europe and Honeywell that was awarded a PFI DBFO contract by Health & Safety Executive for a new HQ in Bootle in October 2003. RIS is to start providing FM services fro around May 2005, expected to be worth over £1m p.a.

Elsewhere in the PFI market, RSTMS has been awarded the following:

· £90m DBFO contract with Sussex Police, as part of Sussex Custodial Services, to provide FM and custodial services at 4 sites. As of spring 2004, the construction phase was near completion.

· In April 2004, as part of a consortium RSTMS won the DBFO contract for a new HQ for Gloucester Constabulary, with RSTMS to provide a full range of support services from the end of 2005 worth around £1m p.a.

Rentokil Initial Facilities Management is one of 4 divisions of Rentokil Initial Plc, a multi-national provider of business support services which in addition comprises 3 other division: - Hygiene, Security and Parcels Delivery. Facilities Management comprises a number of companies that constitute Facilities Management Services plus Tropical Plants and Conferencing.

Facilities Management Services offers a range services individually or, increasingly, through a bundled services contracts for larger clients, mainly in the UK. Bundled services contracts are typically operated through one of the division’s operating units, usually cleaning, catering or hospital services, which act as lead service provider. Key subsidiaries include Initial Catering Services, Initial Hospital Services, Rentokil Initial UK Cleaning and Rentokil Initial Management Services (RIMS). 

RIMS is the facilities outsourcing business within the group, undertaking contract management and providing service delivery through cross-selling services provided by other Rentokil companies or through sub-contracting or partnering external service companies. In the commercial sector, recent awards include:

· A renewal of an FM contract with Alstom Power UK in November 2002, set to run for a further 3 years

· A £30m 3-year deal with Xerox for the provision of full FM at 73 sites around the UK

RIMS is also a key player in the PFI FM market, mainly within the courts and police sectors. RIMS is or will be managing FM services at sites under long term DBFO contracts including Hereford, Worcester, Kidderminster & Redditch Magistrates’ Courts; Derbyshire Magistrates Court; Thames Valley Police's Southern Oxfordshire HQ in Abingdon, Norfolk Police HQ, North Wales Police St Asaph divisional police HQ and Strathclyde Police Training Board. 

Since 2002, however, the company has been awarded several contracts in the PFI schools sector. These include the awards of FM contracts with Babcock Properties under 3 separate contracts for a major grouped schools contract in LB Tower Hamlets and 2 smaller ones in Derbyshire and Calderdale.

For the year ending December 2003, turnover for Facilities Management Services increased by around 5% to £493m, although some of this was generated from overseas activities. 

Robertson FM is a division of Robertson Group, a leading provider of construction, house building, timber supply, property and support services in Scotland. The FM division has been operating since 2000, with its first series of contracts all in the PFI/PPP sector.  To date RFM has completed, is operating or has preferred bidder status on 6 healthcare PFI DBFO contracts including:

· A 30 year TFM concession on a £25m DBFO contract at St George’s Hospital, Morpeth

· The provision of  ‘soft’ FFM services at Chester Le Street Community Hospital over 17 months from around mid 2003.

Elsewhere there are 2 contracts in the education section and 1 in the long-term care sector.

· Aberdeenshire schools – TFM services at 2 sites for 15 months under £22m contract.

· Ingleby Barwick Community Campus – 25 year TFM concession.

RFM is looking to diversify beyond PFI/PPP. 

ROMEC originated as the FM division of the Royal Mail but subsequently diversified into the general commercial FM outsourcing market, providing services at around 15,000 sites.  Included among its more high profile ‘Blue Chip’ clients are or have included Dixons Stores Group, Standard Life, IBM, NTL, Parcelforce, The Royal Mail (previously Consignia), The Post Office, WH Smith, Thomas Cook and Safeway Plc. 

ROMEC provides a comprehensive range of standard FM services in addition to which it also provides services in: - rollout management, design and development of materials handling equipment, printing and the manufacture of equipment for the postal services industry. 

For the year ending March 2002, ROMEC recorded an increase in turnover from around £165m to £178m, although the Post Office itself accounts for a significant proportion of this. Business. 

In late 2002, Haden Building Management acquired a 49% interest in ROMEC. Subsequent to this a new contract for the provision of full FM and maintenance services to the Post Office was drawn up.  Over a 7-year period ending 2010, this is worth around £1.3bn.

Ryhurst is a specialist in the PPP healthcare sector, which undertakes the lead on projects in the community and mental health sub-sectors, providing equity and FM services. Since 1998, the company has signed or been awarded preferred bidder status on 12 schemes On PFI projects, Ryhurst acts in partnership with Barclays Equity. As of June 2004, Ryhurst has been awarded contracts on 9 PFI DBFO schemes including: - including new community hospitals on behalf of Royston, Buntingford and Bishop's Stortford PCT; East & North Hertfordshire NHS Trust and North & East Cornwall NHS PCT. It’s largest mental health facilities award has been a batched contract with Oxleas NHS Trust and Queen Mary's Sidcup NHS Trust covering 6 sites. The largest contact to date has been won in partnership with Rydon Group for 14 new mental health units on behalf of Avon & Wiltshire Mental Health Partnership NHS Trust, with a capital value of £60m.
In conjunction with Barclays European Infrastructure Ryhurst operates as Ryhurst LIFT on NHS LIFT projects. As of June 2004, it has been selected as preferred partner with Redbridge & Waltham Forest LIFT and Medway LIFT.
Serco Group Plc is a task management and systems engineering group, specialising in managing integrated services for public and private sector organisations in the UK, Australasia, Europe and North America. Serco operates under 6 forms of contracting: -

· Total Organisational Management whereby Serco manages and operates all functions and activities on behalf of the customer. Clients include Docklands Light Railway and the Atomic Weapons Establishment.

· Business Process Management where Serco manages a single function or activity on behalf of clients e.g. the management and operation of the National Crime Squad’s IT and communications network.

· Asset & Facilities Management, which follows the more standard type of FM service provision.

· Consultancy, Training and Specialist/Technical Services, the latter being the delivery of specific, expert services to customers e.g. air traffic control, aeronautical information and meteorology services, advanced data processing, computer system management and network installation.

Serco’s business reporting structure is divided according to principal market, these being:- Defence, Civil Government, Transport, Science and the Private Sector. Civil Government is the largest area of activity itself being split between health, justice, education and other services

In the justice market, Serco operates as Premier Custodial Group managing 4 prisons contracts (HMP Doncaster, HMP Dovegate, HMP Kilmarnock and HMP Lowdham Grange), one young offenders institute (HMP & YOI Ashfield), one secure training centre (Hassockfield STC) and one immigration detention centre (Dungavel House). These are mostly operated under long-term DBFO contracts. Other services include prisoner escort and custody services.

In the public healthcare sector, Serco is active worldwide. In the UK, it operates 2 PFI contracts:-

· Norfolk & Norwich University Hospital – 30-year contract at around £9m p.a.

· Wishaw General Hospital – 7-year contract worth some £6m p.a.

Serco is also providing ‘hard’ FM services to Integrated Health, of the of the NHS ProCure 21 Principal Supply Chain Partners.

Specialist leisure FM subsidiary Serco Leisure, manages around 20 leisure centres in the UK on behalf of 14 local authorities, plus in-house facilities on behalf of a number of corporate clients.  In recent years, awards have included contracts for the upgrading and management of 10 existing leisure centres and the operation of the new English Institute of Sport facilities following the 2002 Commonwealth Games.

Most recently, Serco was awarded a contract renewal by the DTI’of Serco for the operation of the National Physical Laboratory from 1 April 2004. The contract is valued at approximately £500 million over 10 years and follows on from an original contract awarded in 1995.

In the UK MoD sector, Serco currently operates several large-scale contracts. Those that include the provision of asset and facilities management include:
· Atomic Weapons Establishment, which awarded to the Hunting BRAE consortium, featuring Serco, a 15-year extension to original contract in January 2003, now running to 2025.

· 28-year concession worth around £6m p.a to provide TFM services at the Joint Services Command and Staff College.
In the private commercial sector, key markets for Serco include industry and aviation both in the UK and overseas. Recent awards for contracts in the UK include an extension of a TFM contracts to manage facilities as Glaxo SmithKline’s Ware operation. This originally began as a stores management contract but has since expanded to encompass cleaning, hygiene, laundry and road cleaning services.

For the year ending December 2003, total turnover increased from £1,326m to £1,555m, which includes contributions from joint ventures and overseas operations. UK turnover also increased, from £930m to £1,124m. Of the group total, the largest area of activity is Government Services, which generated an increase in turnover from around £356m to £488m. Turnover for Defence increased from £353m to £404m. For transport, there was a rise from £353m to £423m. However, there were slight decreases in sales for Private Sector and Science turnover, from £138m to £130m and £115m to £111m respectively.

Skanska Facilities Services (SFS) is incorporated within Skanska Rashleigh Weatherfoil (SRW), the engineering services subsidiary of construction and civil engineering group Skanska UK. SFS itself performs a range of ‘hard FM’ services and in recent years has grown with the expansion of PFI. Total turnover for SRW exceeds £200m, of which SFS has made a significant contribution through securing a number of major contracts in the PFI/PPP market, mainly the acute hospital sector where it is providing ‘hard’ FM services at: -

· Walsgrave Hospital in Coventry under a 30-year contract worth over £4m to SFS.

· Barts and the London Hospital, where SFS is part of the Skanska Innisfree consortium named as preferred bidder. Mowlem Aqumen is to provide ‘soft’ FM. 

· The City Hospital in Derby, where Skanska Innisfree was awarded a 40-year DBFO contract. SFS has been awarded a 35-year contract worth around £3.6m p.a.

Outside of the NHS market, a consortium involving Skanska UK has been named as preferred bidder by the MoD on a PPP DBFO contract for the Woodbridge barracks in Suffolk. Under this Prime contract, SFS is to provide ‘hard’ FM services around late 2006. 

Sodexho FM is incorporated within Sodexho UK, part of the Sodexho Alliance, a leading provider of catering and support services. Key markets include the healthcare, education, defence and commercial sectors. Facilities services are provided under single service, bundled and TFM contracts, with PFI in particular being a key area of growth for Sodexho FM. The key operating subsidiaries delivering facilities services include Sodexho Healthcare, Sodexho Education and Sodexho Defence.

Healthcare has been a major area of growth for Sodexho FM, mostly delivering 'soft' FM services at around 140 sites and reporting a 2002 turnover of some £24m.  In the PFI sector, most of Sodexho’s successes have been as part of the Bovis Lendlease led Catalyst Healthcare consortium. Among the largest PFI contracts where Sodexho is currently providing FM include Wythenshawe Hospital in Manchester, Hereford hospitals and at Kings College Hospital in London. Recent awards where Sodexho has yet to begin operations or has preferred bidder status include: -

· A £16m p.a. contract to provide ‘hard’ and ‘soft’ FM at Romford Hospital, finalised in January 2004.

· A £5m p.a. contract at Stoke Mandeville hospital.

·  Contract with Central Manchester NHST and Manchester Children’s University Hospital NHST for a new hospital

· A contract between an Equion led consortium and North Staffordshire Hospitals & North Stoke Primary Care, where Sodexho is preferred bidder to provide FM from 2009.

In the non-PFI healthcare sector, Sodexho operates a large number of ‘hotel’ services contracts among the most recent awards being a 7-year contract with Northern Devon NHS Trust worth around £3m p.a. and a 6-year deal to provide catering and support services at Liverpool Women’s Hospital.

Sodexho Defence Services has operations at over 50 MoD sites across the UK, providing accommodation, logistics, estate management, recreation management and specialist services. Turnover for 2002 was around £30m. Key contracts include:

· The provision of 42 services under a £127m, 7-year contract at Aldershot Garrison.

· £20m+, contract from 2001-2006 covering a wide range of services including fire and rescue services, office support, laundry, stores etc at RAF High Wycombe.

· The supply of ‘soft’ FM services to the RMPA consortium at Colchester Garrison

· Preferred bidder status with Aspire Defence on the Project Connaught/Allenby programme, with Sodexho to provide catering, cleaning and mess management under a £290m 30-year contract.

In the education sector, Sodexho has several contracts for the provision of FM services, including PFI contracts to provide services to grouped schools in Fife and Conwy. Turnover for Sodexho Education Services in 2002 was around £17m, although a significant proportion of this will have been generated from catering only contracts.

Included among Sodexho's key clients for FM services in the private sector are Unilever, Rolls Royce, Ford Motor Company, Smith and Nephew and BAA Plc.
Spice Holdings is a support services company primarily focusing on the utilities sector. Formed in 1996, the group has seen its total turnover increase to around £80m, with contributions from operations overseas as well as across the UK. The company operates via 3 main divisions: Electricity Services, Telecoms Services and Water Services.
· Electricity Services has recently been restructured and now comprises 5 units under the Freedom group brand:- Freedom Maintenance (property maintenance); Freedom Electrical Services (electrical contracting); Freedom Transport Services (fleet management); Freedom Profesional Services (design, quantity surveying, project management) and Freedom FM (‘soft’ FM services). The largest of the divisions, turnover stands at around £35m.

· Water Services mainly undertakes services such as meter reading, meter installation, leak detection, repair and maintenance. Turnover is around £28m.

· Telecoms Services comprises 4 units of which Team Telecom offers services in installation, project management and FM. Turnover is around £20m.

Among the group’s key clients are Northern Electric, Yorkshire Water, EDF Energy and Siemens Energy Services, 

Taylor Woodrow Facilities Management (TWFM) is incorporated within the construction division of Taylor Woodrow Plc, providing FM services through several divisions specialising in property management, engineering services, planned maintenance, and equipment and materials supplies. FM services are provided through both in-house teams and sub-contractors covering building O & M and support services, delivered in both single and in multi-service formats.  Turnover for TWFM in 2002 was around £130m. 

TWFM operates in both the private and public sectors. Among key clients in the private sector include Lex Service (RAC and British School of Motoring), Symbol Technologies, O2, Six Continents, Whitbread, Hutchison 3G and Macdonald Hotels.

· Since1997 TWFM has acted as managing agent to oversee maintenance and service contracts at around 4,000 cell sites on behalf of O2. In 2004, TWFM secured a contract for full FM worth around £120m over 5 years.

· TWFM provides support to the RAC’s diverse range of business units throughout the UK, providing full management of the property portfolio, totalling some 2m sq.m.

In the public sector, TWFM has entered the FM market through the PFI route. TWFM is currently providing FM services at the Amersham Hospital, Farnborough hospital in Bromley and for Sheffield City Council, for which TWFM is providing FM a broad range of services to at council offices.

As part of the NHS ProCure 21 initiative, Taylor Woodrow Plc is one of the Principal Supply Chain Partners, with TWFM providing ‘hard’ FM services.

Trammell Crow Company (TCC) was originally formed as a joint venture between US-based Trammell Crow and UK property company FPD Savills, providing FM, project management, transaction management and other outsourcing solutions. In 2004, Trammell Crow Company purchased around 95% of the outstanding shares of Trammell Crow Savills (TCS), with the remaining shares continuing to be owned by Savills. Reflecting its increased ownership in the joint venture, Trammell Crow Company has branding TCS as Trammell Crow Company.
For the year ending March 2002,UK revenues decreased from £28m to £21m. TCC’s FM business mainly operates in the private commercial and industrial sectors, with key clients in the energy and high-technology markets. Included among current and former clients are Unisys, BP, BAA, Daiwa Europe and Powergen. Recent awards include contracts with:

· Diageo for a 3-year contract at 3 London offices from Spring 2003. In the first year of the contract, TCC will act as managing agents on behalf of Diageo, thereafter providing full delivery and management of all facilities services. 

· Ernst & Young, for the ‘Management of Client Services & Moves, Maintenance & Cleaning Services’ for Ernst & Young's London property portfolio comprising 11 buildings. Awarded in early 2002, this follows a previous award to provide ‘soft’ FM services. 

Turner Facilities Management (TFM) is a subsidiary of Glasgow-based Turner group, an engineering services company with a £160m turnover.  For TFM, turnover increased from around £54m to £78m over the period ending March 2003.

TFM provides a full range of FM services covering building O & M, support services, office support services, project management, CAD services and energy management.  Around 95% of FM services are delivered in-house. The business of Turner is separated among two divisions: Defence and Private & Public sectors, with services also provided at locations outside the British Isles e.g. a defence contract in the Falkland Islands. In the MoD sector, Turner FM’s most recent key award is as preferred bidder, with JV partner AMEC, on the Scotland Regional Prime Contracting scheme. 

Turner is a key player in the healthcare market providing services for York NHS Trust, Royal Brompton Hospital and Kings College Hospital in London.  Elsewhere in the public sector Turner provides services for DEFRA, University of Durham, Department of Health and for the Metropolitan and Sussex police. 

Among clients in the private sector are British Gypsum, Carlton Television, Siemens Plessey Radar, Texas Utilities, Invensys and Schneider Electric (national contract) and TXU Europe (4 power stations). 

Unite Plc is a specialist provider of accommodation services for the higher education and key-worker markets within the public sector, particularly NHS workers. Unite is involved in all aspects of accommodation development from site selection, design and build, project management to operations management. This latter function covers building maintenance, security etc. Since 1999, Unite has increased the number of secured bed spaces from 4,000 to over 26,000. The number of completed properties rose from 10,337 beds to 21,215 beds, representing an increasing in turnover from £25m to £48m between 2001 and 2003. Unite has operations at some 28 locations. 

Vinci Services is a recently formed division of Norwest Holst, itself part of the French owned Vinci Group. In 2002, Vinci Services generated a turnover of around £120m. The company operates through 4 divisions, 3 of which are focused on various types of engineering services.

A fourth Vinci Services Support Services (VSSS) offers services in asset management, surveying, M & E engineering, property and estates management. Key awards to date include: -

· The management of facilities services at public buildings on behalf of Liverpool City Council. including offices, museums, libraries, shops, leisure facilities etc.

· The provision of support services for Hertfordshire Police at 33 stations and 60 police houses throughout the county, including reactive maintenance and help-desk services. This contract has developed from an original M & E services contract between the Hertfordshire police and sister company Rosser & Russell

In 2003, Vinci Partnerships was formed specifically manage the FM element of PFI schemes being undertaken by the Group through Vinci Investments. The company’s market focus has been on those areas where it already has established facilities services operations, provided by sister companies such as VSSS, building services engineer Rosser & Russell and Crispin & Borst in London, South East and North West England. Main awards as of June 2004 include: -
· Preferred bidder status for the provision of FM at 3 police stations on behalf of Kent Police under a DBFO contract.

· A £20m DBFO contract with Wiltshire Police Authority for a new divisional HQ in Swindon + 4 area stations. Vinci Partnerships will provide FM services for a period of 30 years worth around £12m.
6.5
Other Companies

This section provides a brief summary of niche FM companies and recently formed businesses: -

Accent Partnerships is the integrated PPP division of Accent Group (formerly B & N Group), which describes itself as a ‘community investment organisation’ operating in the areas of property management, construction management, repair management and regeneration in the public sector.  In the PFI health sector, Accent Partnerships acts in partnership with Leeds Mental Health Teaching NHS Trust on a £47m DBFO modernisation project covering 7 mental health facilities. Under the NHS LIFT initiative, Accent has been selected as the private partner with Bradford & Airedale NHS LIFT and Tees Valley & South Durham NHS LIFT.

Axiis Group is a JV between Miller Construction and FES (Forth Electrical Services Group) formed to provide FM services to the corporate sector. It also provides FM services to the Primaria consortium on 2 LIFT contracts with Barking & Havering LIFT and Leeds LIFT.

CCL Leisure is the third largest private sector company in the public sector leisure market, operating 27 leisure facilities. Parent company is the US-owned Clear Channel Communications Group.

Certainty Total Facilities Management (formerly The Facilities Organisation) has recently been relaunched as part of the Certainty Group, providing ‘traditional’ FM services. Its client portfolio includes Shell, Dairy Crest, Interbrew, American Airlines, Scottish Courage and RHM. A sister company, Certainty Security, offers a range of hi-tech security services. 

Covion offers management and delivery of facilities infrastructure services including facilities services, IT and communication services, property services and people services. The company specialises in supporting infrastructures for industrial/ manufacturing facilities and business centres for large corporations and SMEs. Key clients include BDO Stoy Hayward and Tyco Electronics Group.  For the year ending December 2002, turnover increased from £2m to £10m.
Kajima FM is a newly formed division with Kajima Europe to provide integrated property services that includes project management
Mace Macro is the newly formed FM arm of Mace, one of the leading specialist project management companies in the construction industry. Mace Macro operates in 3 key areas: - Property Consultancy, Property Operations (supply chain management, lifecycle management etc) and Business Support Services (management and delivery of facilities services). In 2003, Mace Macro enhanced its FM capability with the acquisitions of Manchester based Maxim FM and London based FM24.

Mears FM is a recently formed company offering a range of ‘hard’ FM services under term concessions. It can also deliver ancillary services for reception areas, call-out centres, mailroom and grounds maintenance. Parent company The Mears Group is a £100m+ business provides M & E and building fabric maintenance services, its key markets being social housing, public buildings and corporate clients.

Promanex Group is an engineering-based support services company specialising in the industrial sector. It operates through 3 subsidiaries: - Promanex, Thermal Energy Construction and Jefco, providing services in: FM (except TEC), asset management, mechanical services, steel structures, civil engineering and process plant. A well as the UK, Promanex Group also has operations overseas. TFM services include engineering-based disciplines but also cleaning, catering, security, office services and waste management. Group turnover has increased from just under £14m to around £34m over a 2-year period ending August 2003.

The Gale Company (Management Services) is part of The Gale Company UK, which in turn is incorporated within US-owned The Gale Company. which provides a broad range of property-based services The UK business was set up in 1997 its key areas of operations being corporate FM; property management; project management/construction; investment & acquisition; asset management and  lease administration.

Sports & Leisure Management operates 20 leisure facilities on behalf of 11 public sector organisations, mostly local authorities.

Wates FM principally provides FM services on contracts in conjunction with other group companies. In the PFI sector, Wates FM forms part of the QED consortium, which has been awarded the £40m Leeds primary schools contracts and has preferred bidder status to provide long-term FM services at schools in Clacton under a £37m contract.

William Verry FM is part of William Verry Ltd, a group providing a range of building services that include refurbishment, fit-out and glazing. FM services cover planned maintenance, relocation and help desk services. The principal market for services is the London corporate sector with clients such as Merill Lynch, Dresdner Kleinwort Wasserstein and Linklater Alliance. Annual turnover is around £5m.

WSP UK Services is part of the global WSP Group, offering strategic FM, consultancy and information management services to business occupiers in both the public and private sector and to the property market.  The business of WSP UK Services is split into 3 main areas: - Property, Transportation and Utilities Services. Within each of these markets, WSP offers a range of consultancy and whole-life operations services from design and project management through to FM and buildings services. Fee income for WSP UK Services in 2002 was around £15m

7.
future prospects

As of mid-2004, the commercial office construction sector continues is beset by a downturn on new orders while vacancy levels are still on the high side and take-up rates remain low. This is proving to have an impact on the corporate FM market, with some larger clients in the TMT and financial services sectors rationalising their property requirements.

Over the next few years, the main areas of growth will be in the public sector, as some very large property outsourcing schemes come on-stream. The largest of these are in the MoD sector and include 3 Regional Prime Contracts, various Functional Prime Contracts, PFI contracts such as Project Allenby/Connaught and Project Vanguard plus several large single living accommodation schemes. However, only the larger FM companies are likely to have the capacity to take on prime contracting roles, although there will be opportunities for other FM companies as sub-contractors.

Until early 2004, PFI had been a key route open to smaller and regional FM companies looking to break into the NHS outsourcing market. However, with the Government deciding no longer to use PFI for procuring projects with capital values of less than £20m, it is only likely to be the larger TFM providers that will be able to compete for contracts with the NHS Trusts on acute hospital DBFO developments. Within the NHS other areas of development will be NHS LIFT, ProCure 21 and Independent Sector Treatment Centres (ISTC). However, under these 3 initiatives, private partners have either been finalised or have reached the preferred bidder stage. Nevertheless, the 4th tranche of NHS LIFT projects was only announced in spring 2004. While future PFI opportunities will probably only be suitable for larger FM companies, primary care contracts are more open, with smaller companies such as Eric Wright, Robertson and Sewell group having already beaten larger competitors to certain LIFT contracts.

The schools sector, the new ‘Building Schools for the Future’ programme will develop upon PFI, the main difference being a greater focus on quality of design and construction and also faster turnaround times. Under Wave 1 there will be 14 projects covering over 130 developments. Under PFI itself, there still remain many more projects that have been endorsed but which are still under development or have yet to reach financial closure. Once FM services on these schemes begin, output levels in terms of value ought to increase significantly. Up until around 2015 –2020 over £2bn will be spent on capital works in the schools sector.

Organisations in other sub-sectors within the public arena have generally been slower at developing PPP as a means of procuring private sector services. However, particularly in the leisure &culture and the Fire & Rescue Service sectors, there has been a recent increase in the number of projects being endorsed. However, individual projects typically have capital values of less than £15m and as such would not qualify for PFI funding alone. Consequently, most of these projects will probably be procured as batched schemes.

Since 1998, the FM outsourcing market has been characterised by market consolidation through mergers and acquisitions. While there have been several major acquisitions of larger TFM companies by other large competitors, there have also been many acquisitions of specialist service companies –typically cleaning, catering and security companies – as major players seek to enhance their own service delivery capabilities. With the development of increasingly larger FM and property outsourcing contracts, it would seem likely that there will be further acquisitions as major TFM providers seek to increase their capacities to be able to bid for these contracts.

However, almost as fast as the rate of acquisitions and mergers has been the number of new market entrants. Factors such as low barriers to entry, market growth and the potential for high margin contracts has led to widespread diversification towards FM among companies in the construction, engineering and support services sectors. While several of the larger TFM companies have their origins in construction and engineering, there still remain many major players that have a limited or no involvement in the FM market. Recent start-ups include Axiis (Miller Construction) and Mace Macro (Mace). With the burgeoning public sector FM outsourcing market, it would not be surprising to see more new FM businesses emerging from the construction sector, particularly as new orders in commercial construction remain depressed.
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