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1. PURPOSE OF REPORT 
 
1.1 This report seeks Combined Authority approval for the devolved Adult 

Education Budget updated Commissioning Plan for Liverpool City Region for 
the second Commissioning Cycle from 2022/23 onwards. The Commissioning 
Plan has been refreshed to inform the Combined Authority’s adult skills 
investment activities for five academic years from 2022/23 until 2026/27 
building on experiences of the first cycle of delivery. 

 
 
2. RECOMMENDATIONS 
 
2.1 It is recommended that the Combined Authority: 
 

a) Agree the Liverpool City Region Combined Authority Adult Education 
Budget Commissioning Plan 2022-27 attached at Appendix One;  

b) Enter into a negotiated grant commissioning process for 2022/23 with the 
Liverpool City Region based Colleges and Local Authority providers 
currently grant funded by the Combined Authority, as detailed in Appendix 
Two; 

c) Enter into a negotiated grant commissioning process with other grant 
funded organisations (as allowed by their status), for those external to the 
LCR, with revised payment methodology and recruitment activities based 
on known learner demand, as detailed in Appendix Three; 

d) Agree the continued 2% top-slice of overall budget to support the 
management functions relating to the programme included in Section 4.13; 



e) Support the opportunities devolution continues to provide based on 
experience to date and building on flexibilities implemented in the first 
commissioning cycle, whilst providing the opportunity to implement 
innovation and greater local flexibility in provision, as detailed in Section 6 
of the report; 

f) Note the high level procurement timescale included in Section 8 of the 
report; and 

g) Receive updates associated with allocations and procurement outcomes in 
due course to approve academic year contract allocations for all providers 
from 2022/23 onwards. 

 
 

3. BACKGROUND 
 
3.1 AEB is entering the third year of delivery on 1 August 2021, the final year in 

the current commissioning cycle.  It is therefore necessary to review and 
agree an updated commissioning approach for the academic year 2022/23 
onwards which will include commissioning of grant funded providers and open 
procurement in line with Public Contract Regulations 2015.  

 
3.2 The majority of AEB is currently grant funded to the LCR based Colleges and 

Local Authorities.  This commissioning approach will continue to ensure those 
grant funded colleges and Local Authorities support locally based 
infrastructure to deliver adult skills across the LCR.  Annual allocations are 
agreed subject to budget availability, continued performance, and subsequent 
approval of the Combined Authority.  
 

3.3 The grant funded commissioning approach for 2022-27 is being revised from 
the earlier approach to enable grant negotiations with neighbouring General 
and Specialist FE Colleges, thus ensuring LCR residents can access their 
most appropriate Further Education institution where learner demand is 
evident and taking into account travel to learn areas.   

 
3.4 A procurement exercise is necessary to appoint a range of Contract for 

Service providers for year 4 onwards. Final decisions on the award of 
contracts will require the approval of the Combined Authority following the 
conclusion of the exercise in the Spring 2022. 

 
3.5 The devolution of AEB continues to include a statutory duty to fund learner 

entitlements for English and maths, digital skills and a first full Level 2 
qualification and Level 3 for those aged 19 to 23 years.   
 

3.6 The Commissioning of AEB will continue to focus on meeting the 
requirements of the LCR, including those identified in the current Skills 
Strategy 2018-23.  This is currently subject to review and any update or 
subsequent iteration of this document will be incorporated into the 
procurement process.  

 
  



 
4. AEB COMMISSIONING APPROACH  
 
4.1 The Adult Education Budget Commissioning Plan 2022-27 has been drafted 

to outline the Combined Authority’s intended investment activities for a five 
year period. The Plan supports the strategic ambition for the AEB in the 
Liverpool City Region Skills Strategy 2018-2023 and subsequent updates to 
this strategy. It builds on the experience from the first commissioning cycle, 
incorporating a number of the same successful approaches which were 
consulted on prior to the implementation of devolved AEB.  

 
4.2 The Commissioning Plan is underpinned by a clear set of principles that 

provide the framework for how the Combined Authority will commission AEB 
provision. The following principles have been developed to convey clarity, 
transparency and quality and provide the basis on which healthy dialogue and 
challenge can exist between LCRCA as the commissioner and colleges and 
providers. Our commissioning priorities will: 

 

 be aligned to current Skills Strategy outcomes and any subsequent 
updates to this strategy; 

 align with national policy on funding eligibilities, rates and entitlements 
where appropriate, and will seek to improve or enhance these where local 
priorities add value; 

 safeguard the provision of community learning; 

 allow sub-contracting where this adds value to the mix and balance of 
provision locally; and  

 allocate funding to grant funded colleges and local authorities and procure 
provision from other organisations, which will be openly published to 
ensure transparency of the commissioning process. 

 
4.3 The current commissioned grant funded providers include 13 colleges and 

Local Authorities based in the City Region who between them receive around 
£33m per academic year. The current openly procured contract for services 
providers include: 19 independent training providers who between them 
receive around £15m per academic year. 

 
4.4 It is the intention to continue to require a minimum contract value of £0.100m 

to ensure best use of relationship management resources, as reducing this 
value may disproportionally increase administration costs of the devolved 
funding.  £0.100m is a well-recognised minimum contract value benchmark 
and was successfully adopted by the LCRCA in the current commissioning 
cycle.  Annual contracts will also be initially capped at £1m for Contract for 
Service providers to ensure a mix and balance of provision and choice of 
openly procured providers for LCR learners.  In year performance 
management may subsequently change the final contract value each year in 
accordance with the published Funding and Performance Management Rules 
and AEB Assurance Framework. 

  



 
4.5 In the first commissioning cycle, legal advice offered to Combined Authorities 

from the Department for Education confirmed that College and Local Authority 
negotiated grant funding commissioning could be continued.  This split 
approach reduces risks of delays to the procurement process causing a hiatus 
in learning availability for LCR residents. For those providers deemed a 
‘Further Education Institution’ (FEI) under the relevant statutes, it is the 
intention to explore additional arrangements with neighbouring FEIs to LCR 
for the second commissioning cycle.  This approach will offer additional 
choice for LCR residents to access provision from their most appropriate FE 
College taking account of travel to learn areas or availability of specialist 
provision. This inclusion of FE Institutions peripheral to LCR within our 
negotiated commissioning approach may be subject to additional rules to 
ensure travel to learn areas remain indicative to current levels of LCR resident 
learner demand.  It is proposed to fund these neighbouring FE Institutions in 
arrears based on actual learner activity, which differs from the paid on profile 
approach taken with indigenous LCR based Colleges and Local Authorities.   

 
4.6 The Combined Authority is therefore recommended to continue to enter into a 

negotiated grant commissioning process for 2022/23 with the indigenous 
Liverpool City Region Colleges and Local Authorities who will continue to 
make up the largest proportion of activity funded through the devolved AEB.   
An additional negotiated grant commissioning process is recommended for 
other FE institutions as outlined in 4.5. 

 
4.7 Continuation of our reciprocal cross border service level agreement with 

Greater Manchester Combined Authority will mean that LCR learners that 
choose a GMCA provider will be funded on a reciprocal basis i.e. LCR 
residents can access GM funded provision and vice versa. Historically the 
funding to support this arrangement is comparable for both GMCA and 
LCRCA. 

 
4.8 Of the £53m illustrative budget confirmed annually, circa £15m will be 

available to competitively tender for the next round of AEB contracts using the 
Public Contracts Regulations 2015 ‘Light Touch Regime’ (for education and 
training services).  This may result in changes to the current Contract for 
Service provider base.  

 
4.9 The procurement of contracts for services will include an Invitation to Tender 

(ITT) process which will be led by internal Procurement. The Combined 
Authority will only assess invitation to tender (ITTs) responses from 
organisations which have successfully passed a number of gateway 
questions. Successful tenderers will be offered a contracts for services 
agreement which will be annually reviewed for a period of up to 5 years 
subject to satisfactory performance and quality and budget availability and 
subject to Combined Authority approval. 

 
4.10 The commissioning of contracts for services will consider provider’s capacity 

and capability to deliver across 15 areas of learning such as preparation for 
life and work, construction, digital and health and social care. Providers will be 



allowed flexibility to use some of their allocation towards developing 
innovative test and learn approaches to delivery, capped at 5% of any 
contract value awarded.  

 
4.11 The commissioning approach will also consider providers that may want to 

deliver the National Skills Fund Level 3 Adult Offer in line with any funding 
delegated to the Combined Authority.  This will be subject to confirmation from 
the Government of continuation of this delegated budget for the 2022/23 
academic year, and following national rules on eligibility for adults aged 24 or 
over.   

 
4.12 The Combined Authority has a published social value framework and this will 

be incorporated into the procurement and commissioning approach for the 
next cycle of activity. Social value will therefore be considered during the AEB 
procurement process and through the negotiations with grant funded 
providers.  

 
4.13 The Combined Authority has previously agreed to administration costs of the 

devolved AEB being limited to 2% of the overall budget. There is no additional 
administration costs available for management of the delegated National 
Skills Fund Level 3 Offer budget. The administrative AEB funding supports a 
range of functions including data management, finance related, audit and 
compliance and performance management of the AEB contracts required as 
part of the devolution readiness conditions set out by DfE.  It is recommended 
to continue administration costs at a maximum of 2% for the commissioning 
cycle 2022-27. 

 
 
5. MARKET ENGAGEMENT 
 
5.1 A significant market testing exercise was undertaken prior to the 

implementation of the current contracting process, which positively supported 
the approach regarding minimum and maximum contract values, and a cap on 
the value of sub-contracting fees.  Adopting these principles has worked well 
in the current commissioning cycle with the support of national bodies such as 
AELP. It is recommended that these continue to feature in the new 
commissioning round.  

 
5.2 Regular dialogue takes place with both the College and Local Authority 

community learning providers, through existing AEB contractual relationships.  
There is a track record of working collaboratively to respond to learner and 
stakeholder needs, with local Colleges presenting our innovative test and 
learn approach to the Association of Colleges, alongside the development and 
implementation of new local learning opportunities for LCR residents.  It is 
proposed that this approach to innovation will continue into the next cycle of 
delivery.  

 
5.3 The Colleges represent an important sector in the delivery of AEB. Their 

experiences in delivering to learners, investing in local infrastructure and 
taking a longer term strategic approach to curriculum planning within the City 



Region is recognised. There is on-going engagement with the sector, 
including through the Merseyside Colleges Association Principals Group, as 
well as individual discussions included in 5.2.   

 
5.4 The constituent Local Authorities play a key role in the delivery of Community 

Learning and regular dialogue with them as providers will continue into the 
next commissioning cycle.  Their experience in delivering Community 
Learning in line with local authority individual needs remains important. Our 
commissioning approach includes discussion with, and reporting to, Portfolio 
Leads and the Employment and Skills Lead Officers of the Local Authority and 
reflects a close working relationship with Local Authorities as strategic bodies 
as well as grant funded delivery partners.  

 
5.5 The Greater Merseyside Learning Provider Federation represents a number 

of independent training providers (as well as colleges and local authorities), 
and we engage regularly to understand the sector’s priorities and challenges 
on a regular basis. 

 
5.6 Regular meetings are also held with the other Mayoral Combined 

Authorities/Greater London Authority to discuss experiences of devolved AEB 
and share policy changes and flexibilities implemented.  This provides a 
useful forum to share good practice and evaluation of the devolved activities 
undertaken to date, including planned changes for future years.  The ESFA as 
the other key AEB funding agency also have regular dialogue with all 
MCAs/GLA, this allows the review of activities in context of national policy and 
helps to ensure that any policy decision relating to AEB does not 
disadvantage any provider delivering devolved AEB compared to the national 
programme.  

 
 
6. INNOVATION AND LOCAL FLEXIBILITY 
 
6.1 Devolution has provided the opportunity to implement certain changes to AEB 

and the way it was previously commissioned and paid for on a national basis. 
There will continue to be elements that will remain, such as funding and 
eligibility rules, and statutory entitlements for learners, however, there are a 
number of flexibilities that were introduced in the current commissioning cycle 
that will remain including: 

 

 Enhancing the current low wage pilot to include learners earning under 
the Real Living Wage threshold (and updated annually) 

 Testing the use of outcome payments for certain job outcomes to 
incentivise progression 

 Fully funding all level 2 provision regardless of prior attainment levels 
or status – specifically to support those looking to retrain 

 Continuing the test and learn process, widening this out to Contract for 
Service providers with flexibility to use up to 5% of their contract value 
to test news ways of working and delivery 

 Creation of new skills programmes and learning aims to meet the 
needs of employers 



 Continuing to capacity build the provider base with a programme of 
Continuing Professional Development activities to support staff in 
responding to employer and learner needs, providing support in 
developing quality within the curriculum offer, and adapting to delivery 
post pandemic.  

 Maintaining the Facilitation Fund to respond to in year learner demand, 
economic shock or other external factors which proved so important 
whilst responding to covid 

 Ongoing adaptation to performance management and application of 
tolerance levels to ensure AEB is deployed in the most effective way to 
meet the priorities of the LCR  

 
6.2 There is a commitment to continue to adapt and develop local policy 

approaches that avoid duplication with nationally funded initiatives, dovetail 
with our local provision and offer greatest impact in terms of achievements 
and progression of LCR learners.   

 
 
7. SUB-CONTRACTING ARRANGEMENTS 
 
7.1 Sub-contracting has an important role to play in the delivery of the AEB. 

Subcontractors can help widen participation amongst niche groups that would 
otherwise be hard to reach. Subcontracting also provides an entry point to 
funding for smaller voluntary and community sector (VCS) and niche 
providers, where they may not otherwise be able to meet the minimum 
contract values. 

 
7.2 The fees charged by lead providers to those they sub-contract with should be 

transparent. Fees should be proportionate to the services offered by the lead 
provider, recognising there may be a sliding scale for varying levels of support 
for managing the sub-contract relationship and associated risks, data 
processing, access to internal audit support, quality assurance and 
improvement, classroom observations and accreditation support.   These will 
continue to be capped at 20%. 

 
7.3 All sub-contracts must be agreed with the Combined Authority prior to any 

learning commencing as part of lead provider due diligence arrangements. 
This enables the Combined Authority to understand the learning it funds and 
better ensure the level of funding spent on sub-contract support infrastructure 
is proportionate to costs. 

 
 
8. COMMISSIONING TIMELINE 
 
8.1 Resources are currently being planned to ensure adherence to the required 

timelines in accordance with the Public Contract Regulations 2015 ‘Light 
Touch Regime’.  Formal procurement will be launched in the Autumn of 2021 
following due process.  It is anticipated that the tender process will be 
concluded by March 2022 and subsequent recommendations for allocations 



for grant funded providers and procured Contract for Service providers 
reported to the Combined Authority in April 2022.  

 
8.2 The commissioning cycle is being expanded to 5 years due to the time and 

resource involved in procurement of this scale.  It allows a real partnership 
approach to delivery of the AEB to LCR learners and give providers additional 
financial stability, particularly given the disruption to learning experienced by 
the sector and unprecedented pre-Covid. 

 

9. RESOURCE IMPLICATIONS 
 
9.1 Financial 
 

AEB funding is confirmed annually by the DfE in advance of the 
beginning of each academic year, therefore annual allocations are based 
on budget availability.  The 2% administration budget covers all 
associated management costs.  There are no additional direct Financial 
implications arising from the implementation of the recommendations in 
this report  
The AEB procurement approach, as part of the assessment stage, will 
include a robust due diligence process to ensure potential delivery 
partners are financially stable to handle the proposed grant / contract 
award and that there are no apparent eligibility issues from the onset of 
the process. 
 

9.2 Human Resources 
 
There are no Human Resources implications arising from the 
implementation of the recommendations in this report – the existing AEB 
staff team structure is established.  We are working across the Combined 
Authority to ensure the procurement exercise can be managed within 
available resources.  
 

9.3 Physical Assets 
 

There are no direct Physical Assets implications arising from the 
implementation of the recommendations in this report. 
 

9.4 Information Technology 
 

There are no direct Information Technology implications arising from the 
implementation of the recommendations in this report. Procurement will 
use current procurement IT systems used by Merseytravel and the 
Combined Authority constituent Councils – The Chest: North West 
Procurement Portal. 

 
  

https://www.the-chest.org.uk/
https://www.the-chest.org.uk/


 
10. RISKS AND MITIGATION 
 
10.1 Risks and mitigation of identified risks include: 
 

Risk  Mitigation 

The Combined Authority does not 
agree a commissioning approach for 
the AEB or agrees an approach that 
could be open to legal challenge. 

The Combined Authority adopts a 
procurement approach that mirrors 
the current commissioning cycle. 
This has been based on the legal 
advice offered by the Department for 
Education and within the constraints 
of the devolved funding and is similar 
to that approach used by many other 
Mayoral Combined Authorities 

The final devolved AEB allocation will 
only be confirmed by the Department 
for Education, as late as February 
2022. This means that the final budget 
available for AEB procured provision 
cannot be confirmed until then. 

The Combined Authority will work to 
figures included in the annual budget 
agreed to date by the Department 
and issue indicative allocations to 
Colleges, Local Authorities and 
providers until the devolved amount 
is confirmed.   This is set at 3.99% of 
the total Adult Skills Budget.  

Risks may arise from a particularly 
tight timescale to implement the AEB 
procurement process. There are a 
significant number of AEB procurement 
documents to be finalised by the 
Autumn. 
 

The AEB team has experience of the 
first round of commissioning and will 
build on much of this work.  Early 
meetings have already been held 
with Procurement and Legal 
internally to plan for this activity.  

The volume of tenders for AEB 
contracts may be substantial. There is 
a risk that there is insufficient 
Combined Authority resource to score 
tenders within the current timetable to 
award contracts. 

Adapting the grant funded approach 
for external FEI should reduce the 
number of bidders.  It is not 
anticipated that bids will exceed the 
volume experience in the first round 
due to changes in the provider base 
since then.  Tender questions can be 
adapted to reduce the scoring 
volumes.  

The number of actual tenders and 
eventual contract awards can also only 
be estimated. This may result in a 
need to secure additional resources 
before, during or after procurement,  

The mitigation for this is that grant 
funded College and Local Authority 
provision will be agreed outside of 
the procurement process as outlined 
in our commissioning approach.  
Capping contract values at £1m 
helps to estimate the likely number of 
successful tenders and therefore 
volume of contracts to be managed. 



The anticipated large number of bids 
and consequent calls on a wider group 
of Combined Authority staff to be 
involved in appraisals of tenders will 
increase the risks of inconsistent 
and/or poor quality tender evaluations. 

The selection of staff with a 
background in employment and skills 
policy and practice and ensuring 
consistent appraiser training and 
guidance materials is provided to all 
those involved.  This is the second 
time this process will have been 
undertaken within the CA and 
therefore more experience now 
exists. 

 
 
11. EQUALITY AND DIVERSITY IMPLICATIONS 
 
11.1 The AEB aims to improve opportunities for people who are in need of new 

skills. Many potential AEB learners also have protected characteristics. The 
AEB Commissioning Plan and provision will support a range of under-
represented groups, particularly the most disadvantaged residents, including 
those without basic skills, the unemployed, over 50s, single parents, Black, 
Asian and Minority Ethnic groups and disabled people. The number of 
flexibilities outlined in this report also seek to support residents in low paid/low 
skilled jobs.  

 
11.2 Colleges, Local Authorities and providers delivering devolved AEB funded 

provision will be expected to report on Equality and Diversity Impact 
Measures (EDIMs). These will focus on narrowing gaps in skills participation 
and achievement for Black, Asian and Minority Ethnic groups, under-
represented genders in particular sector subject areas, and for learners with 
learning difficulties and disabilities. The Combined Authority will also ensure 
participation, retention and achievement for underrepresented learners is 
proportional to local area demographics.  

 
11.3 The Commissioning Plan has been subject to an Equality Impact Assessment. 

A copy can be provided on request. 
 
 
12. COMMUNICATION ISSUES 
 
12.1 Regular communications take place with the existing provider base, including 

7 Colleges, 6 Local Authorities and 19 Contract for Service (CfS) providers.  
This includes weekly communications for all providers, monthly meetings with 
Relationship Managers, Provider Roadshows twice a year to inform the 
provider base of in year changes, or planned future developments.   CfS 
providers are fully aware that year 3 commencing 1 August 2021 will be the 
final year of delivery under existing contract arrangements.  Recruitment of 
learners will be carefully managed over the final year of delivery, and all test 
and learn delivery has to complete by March 2022.  

  



 
12.2 We will make all our existing CfS providers of the PIN that we intend to issue 

in advance of procurement, and this will be published to ensure this is 
communicated to the open market in line with Public Contract Regulations 
2015 Light Touch Regime.  We recommend all providers that have 
approached us previously for funding sign up to The Chest to receive 
notifications in advance of launched procurement.  

 
 
13. PRIVACY IMPLICATIONS 
 
13.1 There are no privacy impact implications associated with this report, the 

Commissioning Plan contains no personal data or storage of this or sensitive 
data.  Subsequent tenders invited as part of this will be subject to 
procurement rules and stored accordingly.   

 
 
14. CONCLUSION 
 
14.1 This report outlines Liverpool City Region Combined Authority’s approach to 

implementing the devolved Adult Education Budget for year four onwards. It 
recommends approval of a refreshed Commissioning Plan for 2022-27 and 
updated approach to guide the Combined Authority’s adult skills investments 
in 2022/23 onwards. It also continues to embed devolution flexibilities 
implemented within the first commissioning cycle, whilst retaining the 
opportunities for innovation and greater local flexibility. 

 
 
 

DR AILEEN JONES 
Interim Executive Director of Strategic Commissioning and Delivery  
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Alison Gallagher (07715 602718) 
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Appendix One: Liverpool City Region Adult Education Budget Commissioning Plan 
 

Appendix Two: Indigenous Liverpool City Region Colleges and Local Authority Grant 

Funded providers 

Appendix Three:  External Grant funded providers 

 


