WEST MIDLANDS REGIONAL FUNDING ADVICE — ROUND 2
Briefing Note Seven
2 March 2009

This is the seventh [and last] Briefing Note on West Midlands’ Regional Funding Advice.
Government has asked all regions to submit ‘Regional Funding Advice’ against indicative
budgets for economic development, transport and housing and regeneration for the period up
to 2018-19. Regional Funding Advice (RFA) will cover public investment in the region of £1bn
per year.

The West Midlands Regional Funding Advice has been submitted to GOWM and is to be
available imminently on the websites of AWM, WMRA and WMLGA.

These Briefing Notes have charted the process of developing the RFA. The lead has been
given by the ‘shadow’ Joint Strategy and Investment Board which has set out the parameters
and the strategic priorities for the RFA (contained in Briefing Note Two); has agreed the
emerging approach to the document (contained in Briefing Note Three); and overseen the
examination of key projects in the region at Impact Investment Locations (Briefing Notes Four
and Five). The JS&IB’s Signoff of the draft RFA was the subject of the last briefing note.

Throughout the process the JS&IB has been advised by the RFA Advisory Group [Chief
Executives/senior staff of LA’s and regional bodies], while before Christmas the RFA process
was ‘kick-started’ by the work of an RFA Working Group, and with very helpful input from staff
in a number of local authorities. Thanks are due to all members of both Groups for your helpful
input into the document and your contribution to our approach to the examination of
deliverability of projects [and which the JS&IB is committed to continue],as well as to others
who took time to comment on draft documents - replies will be sent to those who sent email
comments on the draft final report to explain how their issues were addressed.

In submitting the RFA we have emphasised this testing of project deliverability and our
request to Government for flexibility to help us accelerate the implementation of critical
projects. In respect to the latter our submission includes propositions to create a Regional
Infrastructure Fund (initially using ring fenced RFA transport and economic development
resources), a range of flexibilities in delivering transport investments, a City-Region
Accelerated Development Zone and how Government’'s and other agencies investment
programmes can be better aligned to the region’s strategic priorities.

Regional Partners now expect to progress these RFA requests through a meeting with senior
civil servants, hosted by the Regional Minister lan Austin MP.

The RFA document is available on the AWM, WMLGA or WMRA websites
www.advantagewm.co.uk; www.wmlga.gov.uk; www.wmra.gov.uk

Trevor Cornfoot

SNR Transition Team


http://www.advantagewm.co.uk/
http://www.wmlga.gov.uk/
http://www.wmra.gov.uk/

KEY MESSAGES FROM THE WEST MIDLANDS RFA DOCUMENT

1.11 The plans and frameworks put in place through the Regional Economic Strategy, Regional Spatial
Strategy, Regional Housing Strategy and Regional Transport Priorities hold good as the broad basis both for
short term investments needed to support the economy through tougher times, and identify the medium to
longer term investments necessary to meet the sustainable economic needs of the region. We are not
seeking additional resources through this RFA but we need to be more adroit in how we use those allocated
to us.

1.12 We have put the spotlight on specific funding priorities and through a defined assurance mechanism
have assessed project delivery in the early years of this RFA. We are establishing a process, led by the JS&IB,
to monitor and re-prioritise our key projects. We believe that the approach we have taken in this RFA (and
which we are to continue) will lead to better shaped, more clearly endorsed offers to Government for
support. This has led us to identify key messages: flexibilities we require from Government to deliver key
projects in Impact Investment Locations in very challenging circumstances, and alignment of investments by
Government departments and agencies to regional priorities; and actions and solutions regional partners
intend to improve our capacity to accelerate delivery, so as to earn the right to expect and receive a swifter,
better response from Government.

Flexibilities we request from Government

1.13 In developing this RFA we have identified problems/challenges that prevent or delay project delivery
and which are beyond the control of the region. As a result, there are a number of solutions to overcome
problems — and address the urgency to ensure that public investment sets the most favourable context for
private investment in the upturn — all of which require support and agreement from Government. Regional
Partners ask Government to consider:

e the creation of a Regional Infrastructure Fund;

e arange of flexibilities in delivering transport investments; and

e alignment of investments by Government departments and agencies.

In addition, we ask Government to support the current proposal for a City-Region Accelerated Development
Zone.

1.14 We support the Government’s continued efforts to re-establish economic stability and growth. This
predicated upon important building blocks, such as facilitating enhanced banking liquidity to secure
increased investment by developers and business. Important too will be measures which assist regeneration
and housing investment through fiscal and policy initiatives. These can create the important triggers which
with regional public investment identified in this RFA, can encourage necessary job-creating investment by
the private sector.

1.15 Regional Partners believe, earnestly, that the step change in working together, evident in the resolve to
ensure the delivery of key projects in Impact Investment Locations, and which has been manifest in the
agreement on this Regional Funding Advice, needs to be extended in our working with Government. Through
the flexibilities we advocate above, and alignment of investments Government will participate more strongly
in our collective efforts to deliver economic growth and prosperity for the West Midlands.

Regional Infrastructure Fund

1.16 Using ring-fenced resources from the Transport allocation [E28M] and economic development [initially
£12m], it is proposed to develop a Regional Infrastructure Fund (RIF). The RIF would be used to forward
fund infrastructure that unlocks and optimises growth and regeneration opportunities where upfront
private sector contributions are unavailable, limited or constrained in the short term prior to site
development or enhancement; associated developer contributions and other potential revenues streams
(land sale, rental income, service provision) will be drawn back into the Fund over the longer term. The
Fund will also provide a mechanism for pooling contributions for key enabling infrastructure from a range of



funding sources to corral funding and speed up delivery. Regional partners are progressing this proposal in
the knowledge that the South West RDA launched a RIF in March 2008 with £80m from its RFA. The Fund
would be managed for the region’s shadow Joint Strategy and Investment Board by Advantage West
Midlands.

A range of flexibilities in delivering transport investments

1.17 The propositions set out in this section form part of our proposals to improve and enhance regional
decision making. In the development of the regional transport programme the DfT has been helpful in both
its explanation of its position and in responding to our regional circumstances. Regional partners would
particularly like to work with the Department for Transport (DfT) to improve the efficiency and effectiveness
of transport decision making within the context of the JS&IB. At present all funding decisions and
accountability rests with DfT and there is a detailed process for the approval and funding of schemes.
However our experience is that this can take a considerable amount of time and can result in confusion.
While the scope for the region to manage a programme of projects is currently limited, if delegated the
responsibility we can ensure that appropriate resources are made available.

1.18 The four propositions set out below represent a staged approach to improving these arrangements and
DfT has indicated a willingness to discuss them. Regional partners ask that the DfT is given the scope to
respond constructively and have asked our regional minister to facilitate discussions;

Proposition 1 — Closer working with DfT

1.19 We recognise that DfT are as anxious as the Region to ensure that transport funding is used effectively.
There is scope to improve liaison and provide consistency, through a programme of regular meetings and
clearer lines of communication. This represents a first stage in developing the capacity to fully manage the
regional programme and will require a major examination of the relationships between the relevant parties.
The benefits would be a major increase in efficiency and reduction in approval timescales.

Regional Partners wish to work with DfT to develop a framework for partnership working over the next six
months

Proposition 2 - Piloting of the Light Touch Approval Process

1.20 The DfT are currently reviewing their approaches with a view to possibly having a light touch process to
deal with schemes costing less than £20m. Given that our potential programme includes 9 projects that
cost less than £20m, and that we have established the shadow JS&IB, we offer to work with DfT to develop
and pilot the new process.

Regional partners feel that there are opportunities to accelerate the development of important transport
projects and that “NUCKLE 1" and “Red Routes
Touch Appraisal.

Proposition 3 — Regional Programme Management and Over-programming

1.21 At present whilst the region provides advice the financial programme management rests with DfT. This
requires liaison and monitoring by DfT of 33 schemes being developed by 12 Local Transport Authorities. As
the financial approvals relate to specific schemes this works against the active management of the
programme at the sub-national level.

Proposition 3 is to manage the programme within agreed limits on cost variations at the regional level.
Virement would be allowed between schemes to maintain expenditure and delivery. Financial processes
would continue to be operated by DfT but the advice on grant etc. would come from the region. The
advantages to DfT would be that it would continue to be responsible for approving the content but would
not have to deal with 12 authorities and 33 schemes. Its resources could then be focussed upon increasing
the pace that it can consider business cases.

In line with guidance from DfT the transport programme in this RFA [see Appendix 3] has been developed
with an overall ceiling of 20% over-programming to 2018/19. To comply with this requirement a number of
schemes have been re-phased or eliminated from the programme.

We are also working to identify resources to provide the capacity to develop schemes from a range of
revenue funding sources.

Packac



Regional partners want to work to maximise the degree of effective delegation in transport decision making
to facilitate the delivery of a transport programme that properly reflects regional needs. Indeed, regional
partners see merit in over-programming elements of the transport programme in excess of the 20% ceiling to
provide the region with the scope to accelerate and decelerate schemes to achieve budgeted expenditure. In
discussions with DfT we will present a transport programme which we believe achieves this and better suits
the regions needs and requirements.

Proposition 4 — Regional Rail Funding

1.22 We are keen to support an integrated approach to improving local transport and have identified a
number of rail schemes which both enhance the Network Rail Business Plan and support the objectives of
the Local Transport Plans. We are keen to develop these schemes in partnership with, and support their
delivery by, the rail industry. The development and appraisal processes for rail schemes differ from those of
major projects; DfT support for applying a flexible approach to enabling regional support for such schemes is
requested.

Regional partners wish to see the principle agreed, and will develop a more detailed business plan.

Alignment of investments by Government departments and agencies

1.23 Regional partners are acutely conscious that Government departments and agencies often experience
difficulties in aligning their national priorities to those of the West Midlands region. There are major
benefits to departments and agencies recognising regional priorities and working with us to channel and
integrate funds to agreed common purposes. We are clear that there needs to be far greater efforts to
achieve such alignment if the Regional Economic and Spatial Strategies are to have their fullest effects. The
partners request discussions with government over this issue generally, and given our focus on
deliverability, particularly in the Impact Investment Locations, in order that investments by all Government
Departments and Agencies [including Homes and Communities Agency, LSC, regional budgets for transport,
health, employment, higher education, and environment] contribute to the focussed intent to strengthen
the West Midlands’ economy and deliver its urban and rural renaissance.

City-Region Accelerated Development Zone

1.24 The City-Region of Birmingham, Coventry and the Black Country submitted, on 28 January, a
proposition to Government for a City-region Accelerated Development Zone (ADZ). The City-region
partnership includes Advantage West Midlands, Learning and Skills Council, West Midlands Regional
Assembly, Jobcentre Plus and local business representatives.

1.25 The projects in the ADZ proposal derive from the Regional Spatial Strategy and Regional Economic
Strategy and are based on sub-regional priorities as expressed in the Black Country Study and Birmingham’s
Big City Plan. They have a particular focus on securing a step change in the delivery of infrastructure serving
key strategic centres and growth corridors while extending the heart of Birmingham City centre to release
growth opportunities in employment and housing.

1.26 The ADZ proposal is for funding support for an integrated package of regeneration and transport
infrastructure projects, totalling £1.03bn. An ADZ approach is proposed because the projects to be financed
can and should be delivered quickly. Without this new approach these projects may remain unfunded or
underfunded.

1.27 Funding support requested of Government via the ADZ is additional, but complementary, to the
funding through RFA. The investment opportunities identified by the ADZ proposal link directly to nine
Impact Investment Locations. These are set out in Appendix 8. The projects will be developed and refined in
line with the Governments’ DaSTS (Delivering a Sustainable Transport Strategy) approach; and will only be
implemented after the development and appraisal of a robust business case.

Regional Actions

1.28 This RFA submission is the product of a major stride forward in regional partnership working. Local
Government, West Midlands Regional Assembly, Advantage West Midlands, the Homes and Communities
Agency, Highways Agency and Learning and Skills Council have taken a genuine partnership approach to
secure the maximum impact from the public funding streams within RFA.



1.29 Regional partners are adamant that they must focus on delivery to ensure relevant Funding Advice in
challenging times. To this end, the principal programmes within the ambit of RFA have all been
reconsidered — Advantage West Midlands (AWM), from September 2008 [see 3.3], has begun a constant
process of re-prioritisation to respond to the recession; Regional Transport Priorities have been agreed and
an Action Plan established [December 2008; see 3.2]; the Homes and Communities Agency has produced its
regional Business Plan [Feb 2009]; and AWM and LSC have led on the production of the regional Skills
Action Plan [March 2008]. Local authorities across the region, in advance of new economic development
powers, are working with partners to deliver the wide range of economic development outcomes which
have been prioritised for their area through Local Area Agreements. In addition, the West Midlands NHS
has confirmed the congruence between areas of high health deprivation/areas of low life expectancy and
the geography of Regeneration Zones and housing RFA priority schemes. Significant NHS capital investment
in new hospitals has and is in process of being made in the West Midlands and North Staffordshire
conurbations to respond to such need.

1.30 Regional partners’ efforts to respond to the recession and the need to secure the greatest impact from
the public purse are reflected in this RFA. Deliverability is a key focus. This is reflected in the assessments of
the deliverability of projects in Impact Investment Locations and a commitment to more effective
management and robust monitoring of project implementation. Arising from the independent and open
review of deliverability, regional partners will take immediate action to address problems delaying project
delivery and take steps top accelerate pipeline schemes. These include:

e Gap Funding — Advantage West Midlands will ensure the new £48 million gap funding programme
established to support private sector led developments during the economic downturn prioritises
schemes within the Impact Investment Locations

e Commitment to fast track funding applications — Regional public sector funding partners (HCA, LSC,
NHS, AWM, Local Authorities etc) commit to the soonest possible consideration of applications for
funding within the Impact Investment Locations

¢ Improved Regional Management of Transport Projects — Partners are committed to ensuring enhanced
regional co-ordination and communication among key stakeholders of transport projects, including
provision of resources to support the detailed development of critical transport schemes

e Increased flexibility in the use of the national Affordable Housing programme — the Homes and
Communities Agency in the region is working with its investment partners to unlock stalled housing and
regeneration projects and maintain delivery of affordable housing.



