Barking & Dagenham Enterprise
Item 5: Year 3 Forward Planning Report

1.
Introduction
1.1
As the programme begins its third year the purpose of this report is to state the financial commitments already in place and propose some principles for the programme and proposals for the deployment of the Legi funding in Year 3 specifically and some general principles for years 4 & 5. 
1.2
The programme has been officially running for 2 years. The actual start of most projects was some months later as it was essential to assess and appraise the projects before commencement. As we now move into Year 3 there is confidence that funding will be available in years 4 & 5 within the Partnerships Area Based Grant and this makes planning for the future possible. The allocation figures have been provided and included on the attached spreadsheet. The overall capital figure is higher than expected and revenue slightly less. 
1.3
If all projects’ funding were extended to Yrs 4 & 5 at the same rate as currently funded the programme would be in deficit. This means that in order achieve a financially secure programme some financial planning is required.

2.
Current situation

21.
The first projects were commissioned for 3 years subject to contract and Annual Review, this gives most of the current contracts an end date of March 2009.
2.2
At the recent review meeting with the Government Office in Sheffield (reported to Board Feb 25) the guidance  was very clearly to “Refresh” programmes in light of experience, Local Partnerships’ Local Area Agreements (LAA’s)  and Government priorities linked to the Sub National Review including the Business Support & Simplification Programme,  (BSSP)
2.3
LBBD Director of Regeneration has proposed that the directorate should move to adopt best practice from other regeneration areas including systems of payment by results and a proportionate approach to risk taking for enhanced rewards. 

2.4
Board members may recall that last year a 10% over programming was agreed. However, the experience with underspend last year has shown that a figure closer to 30% was needed as many projects were over funded against the performance they were able to achieve. This led to a number of contingency projects being considered at the February Board to “soak up” potential underspend. These emergency measures can be avoided in future with improved planning.

2.5
Accordingly the Executive Director advised projects at the Project Managers meeting on 29 April that Year 3 should be considered a transitional year where projects consider how to refresh their projects in light of experience and strategic developments and to assess the potential for payment by results to be tested for a more formalised approach for new contracts commencing April 2009.
2.6
At the outset of this financial year projects have been invited to their Annual Reviews. A key outcome of these meetings is to discuss a funding profile for the draw down of spend by quarter and agreement of the overall quantum of funding. This has resulted in several projects being offered a lower figure than contracted in favour of a figure based upon the outturn of the previous years spend  and the outcomes that have been achieved.
3.
Conclusion

3.1
Overall the total funding proposed to be defrayed in Yr 3 08/09 is £7168k and the funding available is £6906k. Revenue and Capital are different and unconnected funding streams and the Capital is under programmed by £403k and the Revenue over programmed by £535k. The rules allow for Revenue to be capitalised but not the other way around.  Some over programming is advisable and the revenue programme on this basis would be 22% over programmed. 
3.2
In this year it will be necessary to create some new funding for project development and pilot projects and this could be introduced as over programmed funding. There is a good likelihood based on previous years that a higher percentage over programming will be needed and this should be considered when the financial returns from the 1st quarter are validated.
3.3
Looking forward to Yrs 4 & 5 it is proposed that the strategic plan will guide the programme to align more closely with the objectives of the LAA and refresh the programme in response. 

Recommendations





For Decision


To agree the proposed approach to managing the financial programme for Years 3, 4, and 5.
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