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1.
ISSUE
1.1 To seek Cabinet to authorise participation in the West Yorkshire (WY) procurement process to deploy super-fast broadband (SFB) across Calderdale through the National Procurement Framework as part of the West Yorkshire Local Broadband Plan programme (WYLBP).

1.2 To seek Cabinet approval to fund the Calderdale proportion of the matched funding element. CMBC will need to identify capital and revenue totalling £700,300 split over the financial years 2013/14, 2014/15 and 2015/16.  This is predicated on a successful European Regional Development Fund (ERDF) application seeking matched funding. 
2.
NEED FOR A DECISION
2.1
Cabinet approval is required for the capital and revenue funding highlighted within the report.

2.2
Cabinet approval is required to authorise the Head of Democratic and Partnership Services to sign a Memorandum of Understanding with the WY partners setting out the general principals of collaboration, attached as appendix 1. 

3.
RECOMMENDATION
3.1
That Cabinet approve the programme costs of £700,300, detailed at paragraph 9 of this report, to participate in the WY programme to procure the deployment of super-fast broadband; conditional upon a successful outcome of the ERDF bid and resolution of procurement issues, including confirmation of a state aid exemption applying to the scheme.

3.2 
That Cabinet delegate authority to the Director of Economy and Environment in consultation with the Cabinet Member with responsibility for Economy and Environment to oversee the council’s participation in the West Yorkshire programme.
3.3 That Cabinet delegate authority to the Head of Democratic and Partnership Services to finalise and sign the Memorandum of Understanding.

4.
BACKGROUND
4.1 
On 31 October, 2011, cabinet considered the proposed WY bid for high-speed broadband. It was RESOLVED that 

(a) the joint West Yorkshire bid to the Broadband UK (BDUK) Fund be supported; and

(b) the Director, Economy and Environment, in consultation with the Cabinet Member for Economy and Environment, be authorised to develop a “Local Broadband Plan”.

4.2 
On 20 April, 2012, Department for Culture, Media and Sports (DCMS) approved the WYLBP and £4.41 m allocation for WY. Please note that these figures have been revised from the October Cabinet report due to recent exchange upgrade announcements. The WYLBP is attached as appendix 2.
4.3 
It is currently estimated, based on the number of eligible premises, that Calderdale will receive 33% of this allocation or £1.45m for infrastructure. 
4.4
The programme as described in this report assumes a successful ERDF bid drawing down a further £4.957m for WY (approximately £1.16m for Calderdale) for capital and revenue. 
4.5 
The proportionate allocation for each of the five WY districts is based on the number of eligible premises. Eligibility criteria are based on premises where DCMS has identified as experiencing market failure. Calderdale has the highest number of properties that meet this eligibility requirement (see table 3). As a result of this, we are allocated the largest proportion of the capital allocation but in turn have more matched funding to find. We are also predicted to gain the most in terms of economic impact including job creation.
4.6 
Delivering better broadband access is vital to Calderdale’s economic recovery and growth, in supporting an engaged and connected community across the whole Borough, and to enable public sector transformation;  bringing a new approach to the way it works with residents and businesses. This can create a competitive advantage when compared to other localities providing more jobs locally, enabling business innovation and reducing digital exclusion. The programme enables residents to save money, access jobs and promotes learning, as set out in the previous WYLBP report (Oct 2011). It makes a significant contribution to enabling new technologies which include revolutionising NHS treatment through Tele-Care.
4.7 
Current status of the Calderdale infrastructure is: relatively good line speeds in Halifax and ribbons of good connectivity in the valley bottoms. Competition exists in Halifax and the eastern side of the borough as two telecoms providers operate; Virgin and BT. However, the lack of competition outside of the urban core and delivery costs which are eight times higher has led to  poorer provision in Hipperholme, Sowerby Bridge, Ripponden, Illingworth and the rural areas around Hebden bridge and Todmorden.
4.8 
This infrastructure will help drive a stronger and more competitive economy and supports the delivery of public services to our communities. Our goal is to reach 93% of our premises with superfast broadband (exceeding 24 Mbps), and deliver at least 2 Mbps to every business and household by 2015/16. Securing improved connectivity for businesses is a key priority for the Leeds City Region. 

4.9 
Based on the Regeneris modelling for the WYLBP, the local investment is estimated to generate 420 additional direct jobs and increase GVA
 by £30.5m over 12 years in Calderdale alone. The Programme will enable 25,250 premises and 2,700 businesses to achieve at least 2mbps with 93% achieving 24mbps or more. The investment supports public sector transformation including home working and the Access to Services programme. 
4.10 
The Calderdale programme will be integrated with the Business Growth Calderdale programme to support and encourage applied take up of new technologies available with higher line speed provision. Cost savings will be made wherever possible through synergies with our highway maintenance programme and integration with planning and housing policies.  

4.11 
The success of our business transformation programme; ‘Access to Services’ is partly dependent on residents and businesses being able to access the internet to undertake transactions that previously would have been done face to face or by telephone. This shift in practice (channel shift) could bring substantial savings to the Council and should improve the customer experience.

4.12 
The underlying technologies largely exist and can be integrated to deliver the vision described in the WYLBP with savings to Government, Local Authorities, businesses and individual citizens; all generating new business and profitability.  Evidence shows (sources in footnotes):

· For every 10% increase in the penetration of broadband services, there is an increase in economic growth of 1.3 %
.  

· By providing both access and faster line-speeds the percentage of businesses that develop new products (product innovation), increases by 18.8 %
.
· Fibre optic digital infrastructure allows for quicker uploading and downloading of information, increasing productivity in knowledge enterprises, increases working time and creates possibilities for more effective processes. This net £ increase is estimated to be between 5% and 10% in terms of overall productivity gains; 
· Associated uplift in up to 2 grades (i.e. grade C to A) of attainment for students who have access to broadband at home. We currently have 5000 children with no access to broadband at home.
· A 5 % fall in transportation needs nationally (equivalent to working one day from home per month, or by replacing every twentieth business trip with a video conference)
4.13 
Government guidance is clear that local authorities must fully cover the costs of managing the complex procurement process, state aid approval, and the delivery of the network. Currently this cost is being met through the Regional Improvement and Efficiency Programme for development of the West Yorkshire programme. However, Calderdale will need to play an active role in understanding our local community needs and stimulating demand to maximise the benefits in the WY programme.

4.14
Further details on the procurement issues, resource requirements, timescales and potential funding implications for CMBC are set out below. These may however be subject to change as the programme progresses and further detail becomes available. Details of a proposed WY project team are also set out, which will be required over the next three years to deliver the WYLBP (see figure 1). Two full time equivalents (FTE) will be put in place and funded through contributions from the five WY districts to manage the programme. Costs are illustrated in the Resource Implications section of this report.
5.0 
Delivering the WYLBP Programme

5.1 
The Plan 

The table below indicates the distribution across each of the WY districts. A map attached as appendix 3 shows the distribution of these premises in Calderdale. 
TABLE 1
	Additional Premises and Businesses to Benefit from Super-Fast Broadband Access by 2016

	 
	Households
	Businesses

	Bradford
	2,450
	174

	Calderdale
	25,246 
	2,692

	Kirklees
	884 

Over border exchanges only
	36

Over border exchanges only

	Leeds
	20,338


	2,388

	Wakefield
	14,184


	1,498

	Total
	63,102
	6,752


5.2 
Governance and project management

5.3 
The WYLBP has been selected to move forward in the first group of successful bids. This bid will be run and managed concurrently with the Super Connected Cities
 (SCC) programme for Leeds and Bradford.
5.4 
A requirement from BDUK is that the Programme must have robust corporate governance. Consequently a WY Steering Group has been established. Membership includes the Calderdale Director of Economy and Environment, See figure 1, below.
Figure 1: WYLBP Governance Structure, includes Super Connected Cities (Leeds and Bradford only)


6.0
Procurement Framework Process and Timescales
6.1 
Over the past year DCMS has been setting up a Procurement Framework for use by all Local Broadband Plans (LBPs) and are in the final stages of agreeing a State Aid Block Exemption with the European Commission. Securing this exemption is a prerequisite to the programme going forward. Failure of securing the exemption or BDUK receiving a legal challenge is a significant risk to the UK programme and out of the control of the WY partnership. Two companies BT and Fujitsu are on the Framework, and we have been allocated a slot to begin the call-off tender process.  Using the Framework will significantly reduce the timeframe for procurement. 
6.2 
The process is scheduled to take seven months with the preparatory work mainly involving industry engagement; business and resident consultation; collating the detailed district data; and preparing the procurement documentation itself taking four months.  The tender and contracting process is scheduled to take three months, which would result in implementation beginning in April 2013. This is subject to regulatory delays.
Figure 2: Estimated time line for delivering Programme


	May-October 2012

Preparatory work

	Nov-Feb 2013
Invitation to Tender
	March 2013
Procurement
	April 2013

Delivery and 1st call on funding
	April 2013-2015

Infrastructure delivery



	Demand stimulation


Subject to regulatory delays

6.3 
Calderdale is leading on the WY Data Room (collating district data). LCR and Leeds’ officers are currently leading on procurement, legal and coordination of the project with Wakefield leading on the ERDF element. The WYLBP Board is currently considering lead officers for the other preparatory tasks.  

7.0 
Calderdale Business Growth programme

7.1 
We are seeking European Funding for delivering SFB to the 2,700 businesses in Calderdale who are currently receiving <24mbps. A requirement of this gap funding is that we work with the telecoms provider to deliver the infrastructure to these businesses. In addition, the Business Growth team and University partners will work with businesses to give targeted support, stimulating take up of the capabilities provided by these services, which in turn should increase productivity, job growth and Gross Value Added (GVA).

8.0 
Resource Implications

8.1 
It is estimated that overall WYLBP team and supporting costs will be a maximum of 408K pa.  However, this is subject to further discussions on project requirements and in kind assistance that can be provided by existing officers from the West Yorkshire Authorities.  Chief Executives agreed that a formula be applied that shares the costs of the team but with Leeds and Bradford contributing double the other three authorities’ contributions (which takes into account the WYLBP and SCC in their areas).  Applying this principle would result in the following annual contributions from each authority (subject to all the costs being required).

TABLE 2

	Local Authority Contributions to Digital Infrastructure & WY Broadband Team (revenue)


	Local Authority


	Annual Contribution  

[Likely Minimum]

( £ )
	Annual Contribution

[Likely Maximum]

( £ )

	Bradford
	50,800
	116,600

	Calderdale
	25,400
	58,300

	Kirklees *
	25,400
	58,300

	Leeds
	50,800
	116,600

	Wakefield
	25,400
	58,300

	Total 
	£178K
	£408K


9.0 
Financial Implications

 9.1 
The table below sets out the potential contributions per authority, the leverage, and how it relates to business, jobs and economic benefits.  

	WYLBP FUNDING CONTRIBUTION (26 Oct 12)

	Local Authority
	Additional Premises / Businesses Benefiting
	LA Contributions (£)
	Total Public Investment

(LA, BDUK, ERDF)
	Economic Impact+

	
	
	Cap.
	Rev.
	Total
	BDUK*


	ERDF**

(Cap&Rev)
	TOTAL


	Total CapEx

(£)

Est. Includes private sector contribution
	Additional

Jobs
	GVA

£M

	Bradford
	2,450 / 174
	67,500
	79,200
	146,700
	310,000
	324,156
	634,156
	1,100,000
	10
	0.7

	Calderdale
	25,246 / 2,692
	322,400
	377,900
	700,300
	1,479,000
	1,546,540
	3,025,540
	5,100,000
	420
	30.5

	Kirklees
	884 / 36****
	0
	250,000
	250,000


	0
	250,000
	250,000
	0
	Economic impact for Kirklees, Leeds and Wakefield will need to be remodelled due to significant changes in eligible premises

	Leeds
	20,338 / 2,388
	317,600
	372,300
	689,900
	1,457,000
	1,523,535
	2,980,535
	5,200,000
	

	Wakefield
	14,184 / 1,498
	253,500
	297,200
	550,700


	1,163,000
	1,216,109
	2,379,109
	4,100,000
	

	W. Yorks TOTAL
	63,102 / 6,788
	961,000
	1,376,600
	2,337,600
	4,409,000
	4,860,340
	9,269,340

***
	15,500,000
	


+estimated based on Regeneris model (WYLBP.) For any one location such as a rural area, town or city it is expected that superfast broadband could create between £143 million to £19.8 billion in additional GVA. This equates to an annual increase in GVA of between 0.3% and 0.5%. The focus is on the business impacts which result from SFB, which arise from a combination of improved business performance; business creation as a result of Cloud Computing and enhanced home working opportunities.
 *    BDUK to confirm capital funding to cover over border cabinets in Kirklees 

**   contributions are based on an estimated 15% of capital expenditure not being eligible for ERDF funding.

***  plus Kirklees ERDF match plus BDUK over border cabinets settlement – both tbc.

**** relates to the estimated over border cabinets in Kirklees

9.2
The Council does not currently have any existing budget to meet these projected costs. The Medium Term Financial Strategy for 2013/14 to 2015/16, agreed by Council on 27th September included provision for investment in the Leeds City Region of £300k in 2013/14, £700k in 2014/15 and £1.0m in 2015/16. This was intended to cover a range of initiatives which are currently being developed under the Leeds City Region arrangements such as the LCR Transport Fund, the Investment Fund and Green Deal. 

9.3
The projected revenue contribution from Calderdale at this stage is around £378k i.e. around £78k more than the provision included within the Medium Term Financial Strategy. Additional funding may therefore be required in 2013/14 depending upon the phasing of the expenditure. It also assumes that the contribution to the broadband team is included within these contributions. The overall level of investment required in the Leeds City Region would need to be reviewed as part of the ongoing budget process for 2013/14.

9.4
The provision within the Medium Term Financial Strategy was also intended to cover the revenue effects of any prudential borrowing required to support capital investment in the Leeds City Region. If funded through prudential borrowing, the revenue cost would be around £24k per annum commencing in 2014/15. The capital contribution would be dependent on and subject to capital investment being forthcoming from the private sector and ERDF in line with the Broadband business plan.

10. OPTIONS
10.1
Work within the WYLBP programme and deliver the positive economic and social and public transformation outcomes discussed in this report.

10.2 
Do nothing with the expectation that the market might deliver. However, the market has not yet delivered to many areas in Calderdale due to the higher costs to deliver in remoter rural areas. These areas are defined as white areas and are shown on the attached map (appendix 3)
11.0.
CONSULTATION
11.1
Formal consultation has been carried out through these channels; 
· The Calderdale and Kirklees Business survey in 2011

· The Calderdale Broadband Future Survey in 2011

· Focus groups at six high schools

· With Members through the Party Caucuses

· Ward forums

· Twitter

11.2 
It is important, going forward, as we roll out the programme that we continue to consider both public demand and technological change and adapt a flexible approach to delivery.

12.0.
LEGAL IMPLICATIONS
12.1
The projects are being devised in accordance with state aid rules, following recent precedents set in Birmingham and Westminster.
13.0
RISKS 
13.1
The attached WYLBP contains a detailed risk log in section E4, table 20. 

13.2 
The most significant risks to delivering the programme are through the procurement process. It is not practical to work outside of the Government procurement framework due to complex state aid issues and costs that would arise. 

13.3 
 A level of risk is associated with not delivering the ERDF conditional outputs resulting in a maximum payback from Calderdale to ERDF of £1.16m.  It is clear that until any ERDF approval is received the exact outputs required cannot be quantified. This risk can be mitigated through joint working with the successful bidder to deliver a comprehensive demand stimulation programme. A demand stimulation programme has already started in WY and throughout the district through the GO ON UK initiative. This will continue and will be supported by our Business Growth Calderdale team, public and private sector partners and by departmental leads such as the ‘Access to Services’ initiative. 
13.4
There are also financial risks in terms of the funding required from the private sector and ERDF in order to make the programme viable and the controls needed over programme costs.

13.5
Every effort will be made by Calderdale officers to fully understand and mitigate these risks as much as possible going forward.

14.
CONCLUSION
14.1 
In October 2011, Members agreed that delivering SFB to the district meets our strategic aims and objectives in terms of public sector transformation, supporting business and job growth, narrowing the gap, improving connectivity and quality of life. 

14.2 
To deliver on this objective and meet Governments aspirations on increasing UK global competitiveness through the roll out of SFB, we seek to work with WY partners and DCMS to deliver a transformational programme of fibre infrastructure and demand stimulation.
14.2 
Delivery of the programme is made easier and more cost effective through economies of scale by working in partnership with West Yorkshire.
14.3 
The Director of Economy and the Environment working with the Head of Business Change and Performance Management will ensure robust governance and operational arrangements are in place to deliver the programme on time and on budget in accordance with Corporate Rules.

	Ref:    
	Ian Gray

	Date:  23 July 2012
	Director – Economy & Environment


___________________________________________________________________

FOR FURTHER INFORMATION ON THIS REPORT CONTACT: 

Mary Farrar
Northgate House

Halifax

Tel: 01422 392336

Mary.farrar@calderdale.gov.uk
DOCUMENTS USED IN THE PREPARATION OF THE REPORT:

	1. English Local Authority Digital and Social Exclusion

	Statistics Dashboard 

2. THE SOCIO-ECONOMIC VALUE OF DIGITAL INFRA-STRUCTURES, Copenhagen Economics 2010


3. Economic impact of broadband in white areas, Adroit Economics Ltd, December 2011

4. Future Internet Report, ICT KTN, May 2011

5. What role should governments play in broadband development? World Bank, OECD, September 2009
DOCUMENTS AVAILABLE FOR INSPECTION AT: Northgate House
West Yorks LBP
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� Gross Value Added (GVA) is a measure in economics of the value of goods and services produced in an area, industry or sector of an economy.


� Christine Zhen-Wei Qiang, “Telecommunications and Economic Growth”, World Bank 2009


� Polder et al, 2009


� Bradford and Leeds have been awarded £10m to achieve broadband speeds >100mbps in the   urban core.
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