
Appendix A

Budget Task Force

Recommendations Regarding the Management of Capital Projects

1. That the Executive requires officers to review the Code of Financial Governance (&

other related Constitutional documents) to ensure greater clarity and consistency

regarding the capital programme process;

2. That for all Capital Projects there should be a project manager who is responsible

both for delivering the project and all aspects linked to it including liaising with all

concerned parties. Additionally there should be a senior officer who overseas the

project and is accountable for it. At a minimum this should be at head of service

level and for projects above [£100k] this should be a director level

3. There should be a review of the controls associated with slippage of schemes, and

the following are recommended:-

(i) There should be a biannual review of all capital projects, and schemes that

have been approved but not yet started should be part of that review;

(ii) Where there is slippage the relevant Senior Officer should explain why there

has been slippage; and

(iii) Capital Costs need to be re-confirmed for any Capital Project subject to

slippage.

4. Officers should review the procedures for both project management and contract

specification to ensure that all projects are produced to timescale; achieve the

objectives and do not run over cost (For larger projects critical path analysis should

be used)

5. That for all Capital Projects an estimate of Officer time and cost associated with the

project (even though this element will not be capitalised) should be made and be

part of the decision making process.

6. That there should be a separate class of Capital Projects known as Invest to Save

projects and these should be treated separately from the main Capital Budgeting

process - see Annex A.

7. That the approach to policy led budgeting, and in particular scoring, be reviewed in

line with that proposed in Annex B

8. That Capital Allocation should initially be split on an Area basis, before looking at

individual projects. This should exclude strategic projects (>£2m). In addition there

should be a reserve of 10% of the capital budget that is not allocated by area but

invested by specific project as set out in Annex C.
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9. That where third party funds are available, they should be held at the highest

available level rather than to specific projects until project priorities have been

determined.

10. There should be a review of all rolling programmes on a regular basis to ensure that

the priorities within the program match those of the Council. In particular this review

should include the larger programmes [>£1m] such as Highways.

11. While recognised as not part of the review, two issues did arise that the Task Force

would like the committee to consider:-

(i) To request sight of a comprehensive list of assets owned by the Council; and

(ii) That S106 funding should be reviewed to assess the opportunity to increase

this source of funding for the Councils Capital programme.
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Annex A: Business Case for Invest to Save Capital Projects

A separate procedure should exist for Invest to Save Capital Projects.

These are defined as projects whose primary objective is to reduce the operating

costs or realise income/capital for Central Bedfordshire Council to a level that the

Section 151 Officer is willing to sign off that the project will enhance the financial

position of the Council, with a suitable margin.

As such the financial benefits must be both significant and provide a high degree of

certainty.

The following principles are proposed:-

1 The financial benefit should provide an IRR of at least 25% and maximum

payback of 4 years

2 In calculating the benefit of the project, Officer time must also be included even

if this is not capitalised

3 Financial benefits should factor in risks of the project, including both timing and

performance

4 Any financial benefit must be incremental to other programmes

5 All directors of an area in which savings are anticipated must agree to the

savings, take responsibility for delivering the savings and the requisite

adjustment of their budgets. For example if the proposed saving is £100k, then

one or more directors must agree to their budgets being reduced by £100k as a

consequence of the Capital Project.

6 The Section 151 Officer must sign off that the project enhances the financial

position of the Council.

7 Projects should be below £2m in cost and less than 24 months full

implementation

8 All projects should have a post completion review

9 There should be an annual review of Invest to Save Projects by

[Exec/Council/OSC CC&S]

On the basis that Invest to Save Capital Projects enhance the financial standing of

the council, in theory there should be an unlimited financial pot available for these.

However as part of the Capital Review a cap should be placed on these projects.

However it should be fully understood that Invest to Save Capital is incremental to

the Capital Budget and any funds allocated to this are not available for other

projects.
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Annex B: Policy Led Budgeting for Capital Schemes

In principal it is desirable to have policy led budgeting for Capital, however given the

broad nature of council priorities, it is difficult to be scientific in assessing this. The

current system provides a wide range of latitude in assessing projects and is overly

reliant on officer judgment and priorities.

The Task Force recommends the scoring scheme be changed to the following

categorisation:-

Council Priorities

Assess impact (benefit) of particular project on council priorities, in relation to

net cost of the project (ie after any specific grants or realisations). In determining

net cost, Officer time allocated to the project should also be taken into account

even though this is not necessarily a capital cost.

Low/no benefit – Low

Medium benefit – Medium

Significant benefit – High

Statutory/Legal

A project that is required to meet legal (inc Health and Safety) or statutory

obligations. The specific element of the project that meets the minimum

legal/statutory requirement or the lowest cost alternative that meets the

legal/statutory requirement

If less than 35% of whole – Low

If less than 75% of whole - Medium

If more than 75% of whole - High

Asset Management Plan

In looking at the project, what is the impact on the Council’s asset strategy? In

general there should only be investments in assets that are in line with the Asset

Management Strategy. In particular avoid Capital Expenditure on assets that

have only a temporary life expectancy, unless this creates value through future

uplift in value at a point of realisation. Or capital Investment that is expected to

be superseded by alternative strategies.

Not in line – Low

In line – Medium

Essential maintenance CapEx – High (only for part that is)
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Financial Impact

This is to cover projects that cannot be justified on an Invest to Save basis, but

none the less have a financial impact

Revenue impact negative > 4% of project cost – Very negative

Revenue impact negative – Negative

Revenue impact neutral or slightly positive – Low

Revenue impact positive > 4 % of project cost – Medium

Revenue impact positive > 10% of project cost – High

In assessing revenue impact, consideration should be given not only to direct

revenue impact but also other potential future costs such as maintenance capex

which would otherwise be essential.

Funding

Where funding for a project is provided by a third party and is specific to only

that project (not area) this should be considered in assessing the project.

Included in this should be potential asset realisations that would only be

available should the project go ahead, for instance building of a new school

thereby enabling selling of original site. However a suitable risk factor needs to

be put in place.

Where external specific funding comprises more than 90% of the cost, should

consider it a high, provided there is not substantial hidden cost in officer time.

For projects where net funding is below 90%, then this will be accounted for in

the above Council Priorities assessment.

Analysis

Once the five criteria have been determined then a priority can be determined

based on the outcomes. In scoring terms, would list those with most “highs” first.

Additionally anything with a Very Negative would need at least two high scores

and/or real evidence of its essential nature.
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Annex C: Capital Allocation

There are a number of options to determine allocation of Capital:-

(i) Allocation to specific projects eg new school

(ii) Allocation to expenditure service area eg Highways budget

(iii) Allocation by type eg IT

Currently the council adopts a mixed policy of capital allocation involving all three

types of Capital Expenditure allocation. A large part of the determination of allocation

is driven by third party grant funding, however the flexibility and scope of third party

funding is unclear.

Before allocating Capital there should be a significantly more transparent process to

determine available sources of third party funds and the extent of ring fencing.

As part of the Capital programme, all external sources of Capital should be

separated out and aggregated to the highest level at which choice exists and not

attached to specific projects unless only available to them.

Proposal:-

(a) Majority of Capital should be allocated by area, which should include in the

apportionment all specific monies eg

Highways

Waste

Leisure

Schools

Council Property

CC&S

Housing

Social Care

Etc (areas to be determined)

(b) Proportion of capital should be held back for specific allocation

(c) Strategic projects, greater than[£2m] should be dealt with on a specific basis

(d) Once capital has been allocated by area, area priorities should be determined
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Within each project area, there are a number of large rolling programmes, in

particular Highways. These should also be looked at to determine Council Priorities

and methods of prioritisation.


