GOVERNANCE AND BUSINESS COMMITTEE                  9
MONDAY 9TH NOVEMBER 2015
CAPITAL PROGRAMME APPROVALS 
Report of the Head of Finance
1. Issue
1.1 At the September meeting of the Economy and Investment Panel, Members recommended adoption of a scheme of delegations designed to expedite capital scheme progression whilst not compromising the overall guidance and shaping of the capital programme at higher levels.

2. Need for a decision

2.1 The Constitution currently requires Cabinet/Council approval for the inclusion of schemes into the capital programme. Adoption of the proposed scheme of delegations would require some consequential amendments requiring the approval of the Governance and Business Committee and subsequent recommendation to Council.

3. Recommendation

3.1 Members are asked to consider the proposed changes to delegations and recommend to Council that they be adopted and reflected in the Constitution.

4. Report 
4.1 Members’ attention is drawn to paragraphs 4.3 to 4.8 of the attached report previously considered by the Economy and Investment Panel, and to the accompanying flowchart in appendix 1. This spells out the proposed scheme of delegations.

4.2 The proposed delegations should speed up approval processes without compromising governance and control arrangements. Full Council will still be responsible for the overall shape of the capital programme, with Cabinet retaining responsibility for its implementation, based on discussion and 

recommendations through the Economy and Investment Panel. Group Directors will still be responsible for the management of individual schemes within their directorates with the Head of Finance ensuring sufficient funding exists to pay for the schemes as they are progressed. 

4.3 The key points are:-

· New scheme bids for pooled funding and large fully funded schemes will still require Council approval;

· Cabinet will be able to approve schemes up to £500k which do not require pooled funding and approve extensions to schemes under £50k which do require pooled funding, provided the scheme has already been approved by Council.

· Scheme bids funded by prudential borrowing can, upon receipt of a satisfactory business case, be approved by the Head of Finance up to the value of £500k.
ECONOMY AND INVESTMENT PANEL
TUESDAY 22ND SEPTEMBER 2015
CAPITAL PROGRAMME APPROVALS AND PRIORITISATION

Report of the Head of Finance
5. Issue
5.1 At the July meeting of the Economy and Investment Panel, Members asked for a report to be brought to the next meeting identifying: -

· A more structured process for ensuring that the capital programme reflects the Council’s priorities, including;

· Proposals for delegations for scheme approvals, and
· Potential new capital schemes and funding.
6. Need for a decision

6.1 Members are asked to consider: -
6.1.1 the proposals for delegations and scheme prioritisation and approval within this report. 

6.1.2 Whether funding resources should continue to be passported for Disabled Facility Grants, Schools and Highways schemes.

7. Recommendation

7.1 Members are asked to recommend to Governance and Business Committee:

7.1.1 The proposed scheme of delegations

7.2 Members are asked to recommend to Cabinet: 

7.2.1 The proposed process for considering and prioritising bids for pooled capital funding.

7.2.2 Any new scheme proposals, and any changes to existing funding arrangements.

8. Report.

8.1 The Peer Review Group referred to the need to establish clear and transparent processes for linking capital schemes to Council priorities. Without such transparency, there was a danger of approvals being made ad hoc rather than as part of a considered process comparing the competing demands of all scheme proposals and ensuring they are closely aligned to Council priorities.

8.2 Whilst a formal process is outlined here, provision is made within it to be sufficiently flexible to respond to emergencies and take advantage of external funding opportunities.
Delegations

8.3 Part of a responsive process includes levels of delegation appropriate to expedite schemes whilst not compromising the overall guidance and shaping of the capital programme at higher levels.

8.4 A suggested scheme of delegations is attached as Appendix 1. The basic approach is that all capital schemes need to come to the Economy and Investment Panel for consideration. Those which the Panel support will be referred to Cabinet.
8.5 It is suggested that Cabinet be allowed to approve schemes under £500k which do not require pooled funding, and approve extensions to schemes under £50k which do require pooled funding, provided the scheme has already been approved by Council (this therefore limits Cabinet to being able to meet modest price fluctuations on existing schemes without recourse to Council). All new scheme bids will still need full referral to and approval by Council.

8.6 There is one existing delegation to the Head of Finance which it makes sense to keep, and that is that scheme bids funded by prudential borrowing can, upon receipt of a satisfactory business case, be approved by the Head of Finance up to the value of £500k. Individual schemes funded by prudential borrowing in excess of this limit will still need approval by Cabinet and Council. 

8.7 The main constraint on the capital programme is pooled funding – i.e. the funding which the Council itself raises (mainly from capital receipts from disposing of assets). Use of this funding will still be determined by Council, other than the small amount of flexibility built in to enable Cabinet to approve minor overspends on existing approved schemes.
8.8 In summary, the proposal is that approvals, unless given under delegations by the Head of Finance, will flow through the Economy and Investment Panel and Cabinet, and receive ultimate approval as follows: 
	
	Fully funded – no pooled funding required
	Pooled funding required

	
	Prudential borrowing
	Other (non pooled) resources
	Existing schemes 
	New schemes 

	Less than £500k
	Head of Finance
	Cabinet
	
	

	More than £500k 
	Council
	Council
	
	

	Less than £50k 
	
	
	Cabinet
	

	More than £50k 
	
	
	Council
	

	All schemes
	
	
	
	Council


Prioritisation
8.9 It is important that schemes which are brought forward clearly link to Council priorities. It is recommended that all scheme bids should identify ONE main priority which the scheme relates to, and that a full explanation as to how the scheme will benefit this priority should be given. This gives Members some basis for comparing bids. 

8.10 Bidders will also have the option to show how the scheme feeds any of the other Council priorities.

Process

8.11 It is recommended that there should be two formal opportunities to bid for pooled capital resources during the year. It is proposed that these should be submitted to the September and February meetings of the Economy and Investment Panel.

8.12  A structured timetable gives Members the opportunity to consider all bids corporately rather than in isolation. Twice a year gives sufficient regularity to ensure that proposals are considered in a timely fashion and are not delayed.
8.13 It is proposed that the first formal round should be in February 2016. Currently identified available funding is disclosed in the report elsewhere on this agenda.
8.14 The formal bi-annual timetabling relates to bids for pooled resources. Schemes which are fully funded by other means can be brought to the Economy and Investment Panel at any time.

9. Funding availability and new schemes

9.1 The accompanying report on this agenda identifies £1.5m as being potentially available for new capital schemes. There is, in addition, a sum of £5.1m of uncommitted spending on earmarked schemes which Members may realistically wish to review in the light of changing circumstances.

9.2 Council policy is to passport funding for Disabled Facilities Grants, Schools and Highway works. In total, this amounts to funding of over £10m p.a. (although this figure is becoming increasingly obscured as funding sources become consolidated within other funding streams e.g. Better Care Fund). Passporting means that those services which benefit do not have to compete for this core funding, but this practice clearly limits the funding available for other schemes.

9.3 Members are asked whether they wish to recommend that this Council policy be rescinded (either in whole or in part). However, it needs to be borne in mind that whilst there is no formal requirement to spend funding within the areas for which it is given (it is not ringfenced), it could jeopardise future allocations if we do not.

9.4 If we continue the existing policy of passporting, Members may consider it appropriate when assessing competing bids to recognise the considerable benefit of passporting resources which is not available to all services.
9.5 Competing for limited pooled funding are likely to be a small number of significant bids e.g: - 

· CAFM corporate maintenance of buildings (the extra funding allocated runs out in 2015/16); A report to Cabinet in February identified £2.1m of essential works. £0.5m funding was agreed. Of the remaining £1.6m balance, £0.8m relates to schemes identified below. If funding for these can be found, a sum of £0.75m should be sufficient to address the other essential works previously identified. However, essential works for the schemes below will still be required if the schemes cannot be progressed quickly.
· New swimming pool and leisure facility; The cost of this could be £12m and the project could take 2 years to design and deliver (60 week build). £2m has already been earmarked in the capital programme, and the scheme could raise £1.3m through grant funding and sale proceeds. The remaining £8.7m could at least partially be funded by revenue savings arising from the project. The outline business case being prepared will provide an estimate of the amount of funding which might be justified through prudential borrowing.
· Victoria Theatre; A condition survey has been done. This will identify the cost of works likely to be necessary to maintain the existing provision. Some of these works are planned to be addressed through existing CAFM corporate maintenance budgets. The operational vision needs crystallizing so that the cost of the improvements and enhancements required to deliver these can be estimated. No costings are available at this stage. 
· Borough Market; There are a range of options from basic remedial works to full refurbishment with streets in the sky. Costs and delivery times will be affected by the different ways of accommodating existing operations whilst delivering the scheme. This could be a 3+ year project and, depending on external funding and private sector support, could be in the region of £5m to £10+m.
· Bankfield Museum
The Projects Team is considering options to deliver savings on running costs. There are no firm proposals as yet.
· The Piece Hall and the Industrial Museum. The condition of  the industrial museum may require further investment.

· Street Lighting improvements; A West Yorkshire wide joint initiative is currently being considered to provide further investment in more energy efficient street lighting. The scale of investment is not known at this stage.
· Flooding; After factoring in potential grant funding, there could still be a net cost of £15m, supporting significant work at Mytholmroyd (£3.2m), Hebden Bridge (£8.2m), and other sites (£3.7m). These schemes are all listed in the Environment Agency’s 6 year medium term plan.
· Driving Neighbourhoods; To some extent, this could be self-financed through resultant asset disposals and revenue savings, with any shortfalls being supplemented by earmarking sums from the £800k for ambition for towns.
· Opportunity purchases; Periodically, at short notice, sites can appear on the market which could greatly benefit the wider vision for  e.g. town centres, or would greatly enhance or facilitate the delivery of key schemes. A sum of, say, £0.75m would allow the Council to effect a quick response and be able to act on such opportunities.
There are also other major schemes which either should be fully funded by external resources (e.g. the West Yorkshire Plus transport schemes) but which involve significant costs and therefore pose some measure of risk to the Council, or which would not necessarily require cash funding by the Council but contributions and support in other ways such as land availability and foregone capital receipts. 
5.6       The demand for resources far outstrips the funding availability identified at this time. As well as securing as much external funding as possible towards the schemes, one option to generate capital funding is to make provision for prudential borrowing. As a guide, £1m of prudential borrowing per year for 5 years will ultimately require £0.3m of revenue support.
	Revenue cost of supporting annual prudential borrowing from 2015/16 over 5 years

	Borrowing
	Associated revenue support costs £m

	Annual borrowing
	Total borrowing over 5 years
	2016/17
	2017/18
	2018/19
	2019/20
	2020/21

	£1m p.a. 
	£5m
	£0.06
	£0.13
	£0.19
	£0.26
	£0.32

	£2m p.a. 
	£10m
	£0.13
	£0.26
	£0.38
	£0.51
	£0.64

	£3m p.a. 
	£15m
	£0.19
	£0.38
	£0.58
	£0.77
	£0.96

	£4m p.a. 
	£20m
	£0.26
	£0.51
	£0.77
	£1.02
	£1.28

	£5m p.a. 
	£25m
	£0.32
	£0.64
	£0.96
	£1.28
	£1.60


9.6 Even so, it is unlikely that sufficient prudential borrowing can be delivered to support all these schemes and it may be that, in order to deliver them, Members will need to prioritise the schemes for which funding is to be held and applied.
10. Equality and Diversity
10.1 A more formal corporate process should benefit the consideration of equality and diversity issues.

11. Corporate implications

11.1 The Constitution currently requires Cabinet/Council approval for the inclusion of schemes into the capital programme. There would need to be some consequential amendments to reflect the scheme of delegations above if approved, including the delegated power to the Head of Finance for schemes supported by prudential borrowing. Changes to the constitution would require approval of the Governance and Business Committee and subsequent recommendation to Council.
11.2 Full Council is responsible for the overall shape of the capital programme, with Cabinet being responsible for its implementation, based on discussion and recommendations through the Economy and Investment Panel. Group Directors are responsible for the management of individual schemes within their directorates. The Head of Finance is responsible for ensuring sufficient funding exists to pay for the schemes as they are progressed. 
12. Conclusion
12.1 There is a need for a fair, open and transparent process to ensure that all capital scheme bids are fully considered and linked to Council priorities. The proposals in this report will make this process more explicit.


	
	Does the bid require pooled funding?
	

	
	 

NO
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	Is the scheme fully funded by Prudential Borrowing?
	
	

	
	 

             YES                          NO


	
	

	
	Submit business case to Head of Finance
	
	
	

	Bid fails

              
	Is the business                                       case sound?
    NO
	
	
	

	
	
               YES


	
	

	Head of Finance approval 
	Is the scheme <£500k?

YES
	NO
	
	

	
	Prepare report to EIP
	

	
	                      Does EIP support the bid?                 NO
	   Bid fails

	
	
                            YES


	
YES


	

	
	Referral from EIP to Cabinet
	

	
	                      Does Cabinet support the bid?               NO
	    Bid fails

	
	
                            YES
	
YES


	

	
	
	Is the bid for an overspending 
on an existing scheme?
	

	
	
	                  YES                              NO


	

	Cabinet approval
	Is the scheme <£500k?

 YES
	Is the requirement for pooled funding <£50k?

YES   
	                            
	

	
	
NO
	
                   NO


	

	
	Referral from Cabinet to Council
	

	
	                       Does Council support the bid?               NO
	   Bid fails

	
	
YES
	YES
	Council approval
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