Appendix E

.2 Sandwell

Metropolitan Borough Council
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Introduction

In the period 2017/18 — 2020/21 total resources including; borrowing approvals, receipts
from the sale of assets, government grants, lottery / European funds and private sector
contributions are expected to be around £405m. The effective use of these resources is
intrinsic to the fulfilment of the strategic vision of both the council and its partners. It is
recognised that a strategic approach is required to ensure that funds are invested in capital
projects that support the longer term objectives of the council, its partners and to ensure
value for money.

The overarching vision is for Great People, Great Place, Great Prospects and Great
Performance. The vision is translated into actions which make up the council’s Scorecard
and these actions are revised and updated at regular intervals.

Major new investment within Sandwell includes:

e Investment in Educational provision.

e All public sector housing with modern energy efficient facilities, being warm and
weatherproof.

A network of health centres and a new specialist hospital.

West Bromwich Town Centre being transformed.

Other centres are vibrant.

More affordable housing, both private homes and council stock.
New job opportunities.

New leisure facilities

Highways Challenge Fund

ICT Strategy

Every year we hold policy summits with the council’s Cabinet and Senior Management
Board to set the strategic direction and identify priorities in response to available resources,
identified need, statistical evidence and citizen feedback.

Key Objectives

Capital investment decisions will only be taken by the council after having first considered
how those capital investments will contribute to the fulfilment of the Sandwell Scorecard,
neighbourhood renewal strategic priorities and the council priorities for improvement and
transformation. Service level objectives that underpin the Sandwell Scorecard priorities are:

Housing

New housing stock continues to be one of the main priorities of the council, both facilitating
new private homes investment and building new council stock. The council’s Investment
Programme was last approved in November 2013 but a revised plan and programme will be
presented to Cabinet in March 2017. This links in to the Housing Revenue Account
business plan to 2019/20 and will show plans to spend £74 million on new homes over the
next 3 years. It is estimated that this will deliver around an extra 600 new council homes.
Some of the new build will relate to additional provision of extra care housing to enable
people to continue to live independently but with care support on site.
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The council is continuing its cyclical maintenance programme to ensure that its current
stock is maintained to a decent homes standard. The HRA business plan includes
proposals to continue to spend approximately £17 million per year on internal
improvements. There is also a programme of refurbishments of high rise blocks, including
modern balconies and windows with improved insulation .This has proved popular with
residents and the council has budgeted £30 million on completing the renovation of all
blocks by the end of 2019/20.

Generally, a number of energy efficiency upgrades to heating systems and boilers are being
installed across council properties in order to help reduce fuel poverty across Sandwell. The
HRA business plan includes £4 million annually for these improvements and a further £3
million annually for disabled adaptations to council homes.

Childrens Services

Since 2007 the council has had to focus the majority of its available resources from its basic
need and school condition allocations on the provision of new school places to ensure it
meets its statutory responsibility. The Pupil Place Planning Strategy continues to build on
the Councils commitment of ensuring every Sandwell child has access to a place at a good
school by expanding successful and popular schools. Between 2010 and 2016 an
additional 4988 primary places have been provided with a further 120 needed by 2017 in
order to keep pace with demand. The impact on secondary provision will be seen from
2017 with around 3845 new secondary places needed across the borough by 2024. This is
in addition to the 1500 new secondary places already planned and provided between 2016
and 2017.

In addition, the schools capital programme continues to maintain investment in the existing
school estates through a contribution to the school repair account planned maintenance
programme.

Adult Social Care
The capital resources available to Adult Social care will be utilised in two main areas:

e To support the implementation and ongoing development of the social care business
system which will increase the integration of finance and care management
information and assist the service to comply with responsibilities arising from the
Care Act 2014.

e To fund a range of ICT related expenditure to support mobile working, an integral
element in the adult social care customer journey.

2.5 Transport

The West Midlands Strategic Transport Plan “Movement for Growth” was approved by
Integrated Transport Authority in December 2015 and sets out the overall approach to deliver
a new vision for transport; guiding improvements to be made year in, year out, over the long
term. These improvements will match the scale of the challenges faced to support growth,
and regeneration, and to foster environmental and social improvements by:

e Tackling Congestion / provide alternatives to the private car
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e Maximising use of existing assets / Smarter Management

e Ensuring delivery with limited resources to support a low carbon economy and
regeneration

e Integration /alignment of land use and transport

¢ Quality of life / Social inclusion

e Public and Child Safety on Roads - Accident reduction schemes, safe routes to schools,
safety education, school crossing patrols, accident analysis, road safety plan, bikeability

e Regeneration and Jobs - Major road schemes, route improvement schemes, alleviating
congestion, sustainable transport, highway improvements for new development

eLocal Economy - Traffic Regulation Orders, provision and control of parking on street and
off street

¢ Asset management — Capital maintenance of highway infrastructure including roads,
footways, bridges, and street lighting. Transport Asset Management is required to ensure
that the transport network is fit for purpose to support long term sustainable economic
growth. Transport Asset Management will therefore be undertaken in alignment with the
council’s Highways Asset Management Plan (HAMP), which establishes the condition of the
transport assets and the consequent funding requirements to maintain them. This will
enable appropriate proactive and planned maintenance that can deliver significant benefits,
including maximising value for money.

Leisure and Cultural Services

The asset management plan focuses on the development of fewer but higher quality
community spaces, buildings and activities. There is continued investment in the council’s
primary green space and parks and in particular Lightwoods Park and House will be
significantly renovated with the benefit of successful Heritage Lottery Fund grant and £4
million investment is included in the council’s capital programme over the next three years.

The Council also continues to develop modern leisure facilities within the borough. Over the
past four years the Council opened four new leisure centres, including three replacements
of old buildings that were no longer suitable, in Tipton, Oldbury, West Bromwich, and
Wednesbury. The Council will be undertaking community consultation on the future use of
the remaining older leisure facilities in Sandwell in 2017.

Following the successful capital renovation of Oak House barns with Heritage Lottery Fund
grant support, the authority has submitted a further bid to HLF to improve the Manor House
museum as a visitor attraction and local community asset.

Capital Investment Decisions
Revenue Implications of Capital Investment

The council takes into consideration the ongoing revenue implications of capital investment
and has a consolidated revenue budget and capital programme setting process. The
Cabinet receives all reports and information pertaining to the council’s revenue and capital
strategies and expenditure plans. The merging of the two processes allows the council to
fully consider the implications on revenue of any capital schemes (whether savings or
increased costs) and also places it in a position to consider the impact of the Prudential
Framework in the future.
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The appraisal forms submitted when requesting a scheme to be included within the capital
programme highlights both the financing of borrowing costs that the council may need to
incur in pursuing the scheme together with the ongoing revenue costs of ‘running’ the asset
once it is operational. The inclusion of these costs allows decisions to be taken with full
consideration of the impact on the revenue position of the council.

Approach to PFlI

The council has actively pursued the use of Public Private Partnerships and Private
Finance Initiatives as a means of funding the investment identified through the Capital
Strategy and Capital Programme. The council will continue to consider future opportunities
as they arise, however all investment identified by services must fit policy priorities and be
appropriate for PPP/PFI.

The Framework for Allocating Resources to Capital Projects, Managing and
Monitoring the capital programme

Prioritising Capital Project Bids

The council has for some time adopted a project appraisal process as its method for
allocating resources for capital investment. Project appraisal requires proposed capital
projects to be considered against the background of the council’s and its partner’s priorities
and allows for projects to be submitted in a uniform manner allowing officers and members
of the council to allocate resources on an informed basis. The current information
requirements for each project seeking capital resources are detailed in Appendix A.

Where projects involve proposals with regard to the disposal, acquisition and transfer or re-
use of land and buildings that are currently held in Directorate stewardship, in the first
instance Corporate Landlord should be contacted, who will provide advice on the process to
be followed and best use of resources.

The project appraisal process commences with the project officer submitting a capital
appraisal form to Strategic Finance for independent appraisal and evaluation. The
evaluation criteria uses a scoring matrix to assess each individual capital project in order
that limited resources can be allocated to capital schemes, which best meet the priorities of
the council.

The appraisal form also allows an assessment to be made of the suitability of capital
schemes to draw down funding from external sources (e.g. PFI, ERDF, Lottery, HCA,
regional grants etc) If the scheme is such that it is unlikely to attract external funding
directly, consideration is given to its inclusion within the council’s 5 year capital programme
(i.e. funded from general resources of borrowing and capital receipts).

Officers from within Strategic Finance will discuss the outcome of the appraisal with the
project officer and following on from this, where the appraisal score would recommend
approval, projects will proceed to Cabinet for formal approval.

A report to the Cabinet will need to be provided by the project officer together with the final
appraisal and evaluation outcome undertaken by SF as an appendix. The action points
identified in the appraisal report must be included in the recommendations of the cabinet
report. Approval for the project is sought from the Cabinet. The project will need to
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commence within 1 year of Cabinet approval. If it does not, then a report back to the
Cabinet will be required specifying why the project has not started and there is a risk that
the project may be aborted.

Project Monitoring & Evaluating Progress

Monthly capital monitoring is completed and reported to members via Cabinet on a
qguarterly basis. Narrative is included in the quarterly monitoring report to explain
movements in capital budgets since the previous period. Project Officers are consulted on a
monthly basis to ensure capital forecast expenditure is accurate. Expenditure is monitored
and analysed to ensure it is in accordance with the nature of the project, and can be applied
to the relevant asset register. Slippage of capital resources into future years is reflected
where necessary. Capital Grant Claims are completed in accordance with grant terms and
conditions to ensure all expenditure is financed. Capital Receipts are analysed on a
monthly basis, to ensure all projects are financed correctly.

The information from the individual monitoring meeting returns is aggregated and
summarised to form the basis for regular reports submitted to Members regarding the
progress of the capital programme. Where slippage is identified, the opportunity may be
taken to commence additional schemes from prioritised appraisals.

The responsibilities of the Officers, Members and the various groups involved with this
process are detailed in the Council’s Financial Regulations within the section entitled
‘Capital Programme’.

Links to Other Strategies and Plans
As outlined earlier, the council’s overall strategy will be driven by the council’s vision,
objectives and scorecard. Within that overall framework, there will be a clear hierarchy of

strategies and plans to ensure that the key priorities are progressed, together with
individual service objectives. These are brought together within the council’s Scorecard.
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APPENDIX A

Sandwel

Metropolitan Borough Council

Project application for capital schemes

Name of Project

Total Grant
Funding (£)

Total SMBC
Funding (£)

Total Project
Cost (£)

Project Start
Date

Project End Date

Directorate

Service Area

Project Lead

Officer
Yes No
Name (Date)
Have they
. been
Director consulted?
Have they
Finance Officer been
consulted?

Form Completed
by & Contact
Tel. No.
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Introduction to the Capital Project Application Form and Appraisal Process

The Council has adopted project appraisal as a means of assessing the merits
and identifying the risks of individual capital schemes and the evaluation and
comparison of such schemes for selection in times of limited resources.

Project appraisal forms the basis for formal monitoring and reporting on any
capital schemes which are approved.

All capital application forms should be submitted, at the outset, to Strategic
Finance (SF) for independent appraisal and evaluation. SF will produce an
appraisal report of their findings back to the project officer. It is the responsibility
of the Project Lead Officer to allow sufficient time for the capital approvals process
when considering applying for capital resources. For reporting deadlines, please
refer to the Financial Planning Team page on the Intranet.

Once the appraisal has achieved a score which would enable it to be
recommended for approval it is the responsibility of the project lead to submit a
report to the Cabinet to obtain formal budget approval.

Guidance for the completion of this document is shown in italics under the
relevant headings. Please type over the guidance when completing the
required information.

1 STRATEGIC CASE

(a) Location of your project

I. Address/Site including postal code

ii. Area/Wards /Neighbourhoods Served
(Attach plan/site map where available)

(b) Detailed description of project (30 marks)

Please provide clearly stated aims and objectives of the project and its
primary activities. This should demonstrate that the project is SMART (Specific,
Measurable, Achievable, Realistic and Time bound).

(c) Need for project (30 marks)

Please explain what problem this project will be addressing.

Please explain the problems with the current situation.

Please supply supporting evidence of the need that the project is to
address.

Demand for project (20 marks)

Please identify the demand for the project (with supporting evidence, along
with details of any public/stakeholder consultation which has been
undertaken).
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(d) Sandwell Scorecard Priorities (30 marks)
Please identify which following priority(s) the proposal will address:
e Great People
e Great Place
e Great Prospects
e Great Performance

Please include the sub heading(s) contained within the Sandwell Scorecard
and explain how this will be achieved.

Services should also consider any cross cutting issues/provision of joined up
services, which will result from undertaking the scheme.

2. ECONOMIC CASE

a) Option Analysis (30 marks)

Please outline the alternative methods that have been considered to
achieve the objectives outlined in 1b) above and the reasons for choosing
the option now submitted (services should supply working papers to
support their choice).

Services should have undertaken their own internal option appraisal where both
gualitative and quantitative alternatives were considered and the preferred option
chosen. A minimum of three options should be considered, including the ‘do
nothing’ option.

A whole life costing exercise should be undertaken as part of the option
appraisal (see Tables 4a and 4b). For projects which will incur costs and/or
generate income over a period longer than 5 years, the whole life costs should
be discounted back to the net present value.

Your relevant Finance Team will be able to assist with these calculations.

Services should also attempt to outline the funding options considered and the
preferred method of funding together with the reason for the selection of this
funding option.

b) Sensitivity analysis (20 marks)
Please provide an appropriate level of sensitivity analysis on projected
costs and benefits, including a ‘worst case scenario’.

Sensitivity analysis should be considered in relation to the growth of wage cost,
projected income, demand, prices and the level of risk.

NB. The ‘appropriate level’ of sensitivity analysis will be dependent on the size
and scale of the project. Further clarification can be obtained from the Strategic
Finance team.
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c) Identification & assessment of risk (30 marks)
Please complete and include a project risk register for the project that
complies with the Council’s Corporate Risk Management Strategy.

A programme/project risk management template for completion can be found on
the Council’s Intranet. Risks during the design, build and operational phases of
the project should be identified, along with appropriate mitigating actions.
Further advice and information should be sought from Risk Management if
required:

Narinder Phagura — Risk Management Adviser

Tel: 0121 569 3654

Email: narinder_phagura@sandwell.gov.uk

d) Value for money (30 marks)
Please detail how the scheme proposed presents the best value for money
for the Council.

Value for money calculations should be undertaken and evidence of the process
provided as part of the supporting information. It is anticipated that the
development of more modern, efficient and better suited facilities will result in
ongoing revenue savings. These anticipated savings should be highlighted in
this section.

e) ‘Added value’ offered by project (20 marks)

Outline the positive impacts of carrying out the project and how the
proposed project will provide additional benefits to the Authority in return
for the investment made e.g. Revenue savings, service efficiencies,
improved public perception or other non-financial benefits such as benefit
to residents, fit with existing project and so on.

In order to identify ‘added value’, the following should be used as guidance:

Quantifiable Benefits

e Benefits that reduce the costs and/or increase the income of the
organisation, i.e. staff or assets.

Qualitative Benefits

e Non-quantifiable benefits — benefits that cannot be quantified, i.e. value to
the public, staff morale etc.

f)  Euture sustainability of project (10 marks)
Outline how the project will sustain itself after completion or/and any costs
required to close the project.
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g) Strategic asset implications (10 marks)

State who owns any existing assets to be utilised in the project, for
example, land to be built on, building to be refurbished and whether there
are any restrictions which may affect the project proposal, e.g., covenants,
access rights and previous grant conditions such as ERDF 20 year rule
and so on.

Outline how the proposed project links to the Corporate Landlord (for
example: identified as a requirement, aids a requirement, contributes to
rationalisation, improves service provision and so on) and cross reference
to relevant parts of the Corporate Landlord Strategy.

For further information, contact Lee Constable, Asset Team Manager, 0121 569
3993.

3. COMMERCIAL CASE

a) Procurement (20 marks)
Please explain how the procurement requirements of the Council and any
external funding body are being met, e.g. approved frameworks etc.

b) Delivery arrangements (20 marks)

(i) Please provide details of other bodies involved and the current level of
involvement e.g. fully committed, funding negotiated, have expressed
an interest, have not been contacted.

(i) Where the project is to be delivered externally or in partnership, please
detail the considerations given to the following:
e Contract duration

Draft contractual agreement, including key contractual clauses

Charging mechanism

Performance indicators and penalty default clause

Personnel implications, including TUPE

Risk transfer to contractor

Accountancy treatment on balance sheet

If partners are involved in the project, a written agreement should be obtained
clearly stating roles and responsibilities of each partner.

c) State Aid (10 marks)
Please identify any potential State Aid implications and detail any advice
provided by Legal Services.

Information regarding State Aid can be obtained from the Department for
Business Innovation and Skills website. Legal advice should be sought for all
State Aid issues.
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4. EINANCIAL CASE

a) Source of funding (30 marks)

2017/18
£000

2018/19
£000

2019/20
£000

2020/21
£000

Total
Costs
£°000

Secured

*

Council Capital

Main Programme

Prudential Borrowing

Revenue (cost centre)

External Grants (detail)

Partnership Funding
(detail)

Other (detail)

O oo |gjg|g

Total Project Cost

Please add further columns and lines as necessary.

All sources of potential funding should be identified within this table.
* If funding has been secured, evidence is required of either a Cabinet Member
Decision (in the form of a Council Minute) or Finance Officer approval, as

appropriate.

If external grant or partnership funding is being sought, please supply evidence
of funding being secured or details of when a decision is expected.
If revenue contribution from SMBC budgets is to be used, please detail the
relevant cost centre where funding will come from.
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b) Project costs (60 marks)

Please provide a budget breakdown of your project costs:

Land/Building
(purchase
costs)

Contractor
Payments

Utility Costs

Site Supervision
Engineers Fees
Architects Fees

Furniture &
Equipment

Grants

Consultants
Fees

Land
Compensation

Contingency**

Other Costs
(please explain)

TOTAL
CAPITAL
EXPENDITURE

2017/18
£000

2018/19
£000

2019/20
£000

2020/21
£000

Total
Costs
£°000

Funding
Source,
l.e. grant,
SMBC
(cost
centre),
PMA etc.

Secured

*

CAPITAL COSTS

N/A

[

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

OO oo joood) @

N/A
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REVENUE COSTS

Employees (inc.
salaries

’ N/A
redundancy &
other costs)

Premises N/A

Transport N/A

N | R I

Supplies &

Services N/A

Capital Charges
(Cost of
Borrowing / N/A
Leasing
Charges)

[

Maintenance
Implications N/A

) O

Other (detail) N/A

TOTAL
REVENUE
EXPENDITURE

TOTAL
PROJECT COST

Income N/A

|

Savings N/A
NET COSTS

Please add further columns and lines as necessary
The above should be completed and profiled as accurately as possible.

All estimated costs should be realistic and fully justified and supporting evidence
must be provided in the form of detailed costing spreadsheets, feasibility studies
or quotes from potential contractors or stakeholders.

The capital funding requirement specified will form the basis of a cash limited
capital approval should the scheme be approved and will subsequently be the
expenditure figure on which the schemes progress is monitored.

Please note the Strategic Finance monitoring officer will request a quarterly
expenditure profile at the initial monitoring meeting.

Ongoing revenue costs need to be included, given the overall constraints on local
authority funding. Services should bear in mind any additional revenue costs and
how they will be met from their existing target budgets since it is unlikely that
additional revenue resources will be made available.
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If Prudential borrowing is being considered as a source of funding, estimated costs
of borrowing should be calculated, included as a revenue cost and budgets
identified. Assistance in calculating costs of borrowing can be obtained from Carl
Burke, Corporate Finance, 0121 569 3509.

* |f funding has been secured, evidence is required of either a Cabinet Member
Decision (in the form of a Council Minute) or Finance Officer approval, as
appropriate.

** The level of contingency included within the estimated cost breakdown will be
reviewed for reasonableness in relation to the total cost of the project.

Please ensure that the totals shown within the Source of Funding (4a) and Project
Costs (4b )tables agree.

c) VAT implications (10 marks)

Please identify any potential VAT implications.

Advice and guidance on VAT/tax implications can be sought (if required) from:
Grant Hitchman — Tax Accountant

Tel No. 0121 569 3520

Email: grant_hitchman@sandwell.gov.uk

d) Cashflow management (10 marks)

Please detail how the cashflow of the project will be managed, i.e. is the cash
for the project readily available, borrowing required, dependent on income
generation etc.

e) Finance Team review (20 marks)

Please confirm the name of the relevant officer within the Finance Team that
has assisted/ reviewed the financial data contained in the application.
Financial support and approval must be sought from the relevant out posted
finance team with confirmation that any funding from SMBC budgets is secured.
Strategic Finance will contact the appropriate Finance Officer to confirm the level of
involvement and to verify the reasonableness of the financial information contained
within the application.

5. MANAGEMENT CASE

a) Project management and monitoring (20 marks)

Please provide a project management structure, including roles and
responsibilities for undertaking the management and monitoring of the
project. Confirm how the management and monitoring roles will be
resourced, i.e. additional cost to be incurred (how funded), existing
resources etc.
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b) Project Delivery Plan (20 marks)
Please complete the following with estimated project timescales:

Month Year

Detailed Design Work to Start

Estimated Contract Start Date

Estimated Length of Contract

Estimated Physical Completion Date

Estimated Financial Completion Date

Date of Land Purchase (If Applicable)

Please also provide a comprehensive project plan/Gantt chart to support the
delivery of the project, ensuring that realistic and deliverable key project
milestones are identified.

c) PostImplementation Evaluation (20 marks)

(i) Please identify aresponsible officer who will undertake the post
implementation evaluation of the project.

(i) Please detail how this will be undertaken and an expected date for
completion.

6. MANAGING OTHER RESOURCES

a) Implications of not undertaking the project
Please detail the risks and implications to the Council and the Council’s
Scorecard should the proposals not be supported.
An attempt should be made to address the possible risks and implications of
partial support e.g. reduction in funding: part of the scheme could still be
completed but not all objectives will be achieved. Failure to meet statutory
responsibilities should also be highlighted in this section.

b) Contribution to Sustainable Development
Please detail how the project will contribute to sustainable development
or reduction of carbon dioxide emissions.
Assistance in identifying these issues can be obtained from Phil Kingston,
Senior Energy Officer, 0121 569 4507.
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7. Project Outputs/Outcomes/Impacts

Please detail the proposed projects outputs and outcomes, which should be quantifiable and measurable.

Outputs — direct, measurable consequences of product activities, i.e. no. of houses built.

Outcomes — consequences of wider community benefits of product activities, i.e. health benefits.

Where outputs and outcomes will be achieved over a period of time, a profile should also be provided. All
guantitative and qualitative outputs should be stated. It is important to state when the outputs can be achieved and

to indicate how they will be monitored and who will be responsible.
Outputs, outcomes and impacts should be realistic and evidence should be provided to justify how they have been

estimated.
Please add further columns and lines as necessary.

Means of Profile of Achievement
Monitoring
And Officer
Responsible | 2017/18 | 2018/19 | 2019/20 | 2020/21 | Total

Qutputs

Qutcomes
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Check List

Please include any additional information you consider
appropriate to support the proposed project.

Please include the following documents if they are
available:

Document Please tick box if included
with application for
appraisal

Project Risk Register

Planning Documents

Detailed Budget Spreadsheet

Gantt Chart

Prudential Borrowing Costs Spreadsheet

Management Structure Diagram

Democratic Services are required to publish 28 days notice of
all key decisions. The Project Lead Officer is responsible for
notifying Democratic Services of key decisions in accordance
with their timetable. Please refer to the Financial Planning
Team’s Intranet website for 2017/18 timetable.

Further guidance on what constitutes a key decision and the
required timescales can be obtained from Democratic Services
Unit on 0121 569 3736.
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