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ITEM 5a
REGIONAL INFRASTRUCTURE FUND

Recommendation

The Board is invited to:

 (a) CONSIDER progress to date on development of the Regional Infrastructure Fund (RIF) and provide input to the future of the programme. 

(b) APPROVE IN PRINCIPLE the governance structure and proposed method of operation of the RIF.

(a) APPROVE IN PRINCIPLE and subject to consultation on the Corporate Plan for SEEDA taking forward the creation of the RIF on the basis of a presumed contribution of circa £10 million from the Single Pot over the Corporate Plan period.
Background

1. The Regional Infrastructure Fund (RIF) is a Transformational Action in the RES and is recognised as a key part of the package of measures identified the South East Plan that need to be put in place in order to facilitate sustainable economic growth.  The RIF has been jointly promoted by SEEDA and the Assembly and both organisations are committed in principle to having the Fund established and operational for 2008.  The target over the Corporate Plan period will be to get initial funding of £50-75 million from the key partners.
2. Initially it is likely RIF will be established by funds from the public sector.  However, those arrangements need to be developed in such a way as to enable the RIF to develop over time in such a way that leverage from the private sector is also enabled.  

3. Its primary purpose is to enable forward funding to facilitate the timely provision of regionally or sub-regionally significant infrastructure that supports the delivery of planned growth set out in the Regional Economic Strategy.  The RIF is not about supporting delivery of infrastructure where that can be secured through traditional funding mechanisms or through mainstream resources.

4. The RIF will focus on bridging the gap in situations where the cost of infrastructure will ultimately be met either in full or in part, through private sector contributions but where the availability of those contributions is itself dependent upon development taking place.

5. The funds allocated to the RIF are intended to be recycled. The initial investment is recovered through contributions received from third parties. The recycling of funds means that a small initial sum can be used to deliver a much larger investment in the region over time. 
6. RIF offers an opportunity to enhance the sustainability of new development through the timely provision of infrastructure, encompassing earlier delivery, delivery of whole packages of infrastructure in parallel, more appropriately sequenced delivery and potentially more innovative solutions. The Fund will wish to ensure that the schemes it supports meet the highest standards of environmental sustainability.  
Outline of Governance Structure 
7. Building on a framework developed by the South West and the DfT as a template, a (working) draft has been proposed setting out how the governance and accountability framework might work in our region.

8. The key elements of the framework are:

a) SEEDA be identified at the Accountable Body for the purposes of operating the RIF in the region:

b) An Investment Panel is created to help establish the agreed list of projects to be pursued and scrutinise the investment made through the RIF.
c) RIF will determine its own risk strategy and approach to risk, in consultation with the Investment Panel and manage it through the Business Plan process.   
The Investment Panel 
9. The purpose of the Investment Panel will be to direct the investment of the RIF and manage the RIF Business Plan in order to best aid the delivery of key pieces of infrastructure required to support sustainable growth.  Investment decisions will be taken within the framework of existing regional strategies, against clear criteria and using a consistent and transparent assessment process. 

10. It is proposed that the Investment Panel could comprise representatives

from the SEEDA Board, Regional Assembly, Regional Housing Board and./or Regional Transport Board.  In addition external representatives from the private sector drawn from experts in infrastructure provision, risk management, investment processes, and from Business.  GOSE would be invited to attend as an observer, and the membership of the Investment Panel should be limited to between 8-12 members. 
11. The Investment Panel would probably not be formally linked to other regional boards (i.e. in reporting terms) but by drawing on representatives from relevant organisations, clear links could be established
12. A key criterion for RIF investment is delivery of regional priorities established through the South East Plan and Regional Economic Strategy, and supported by other initiatives such as the designated Growth Areas, New Growth Points and/or eco-town proposals.  The Panel will operate in the context of these agreed regional priorities, taking due account of them for individual investment decisions and, if required, for prioritisation between investments. 

Success criteria for RIF Investment 
13. It is important to establish criteria against which the prioritisation of the RIF can be established.  It is also important to ensure that the criteria are realistic, measurable and do not place an undue burden in terms of project prioritization or monitoring requirements. 

14. Initial success criteria for RIF could include: 

i) The priority of the supported development in the delivery if the Regional Economic Strategy

ii) The percentage of contributions which are projected to be returned to it.
ii) The degree by which planned growth is delivered earlier. 

iii) Measurable/identifiable additional sustainability is secured through investments. 

iv) Developer contributions are realised sooner 

vi) Additional contributions are realised through leverage. 
Facilitating other contributors to the RIF. 
15. It is currently proposed that the RIF would be established using funds through the RFA process.  The refresh of transport priorities (to be undertaken in 2008) provides the opportunity to identify a funding stream from DfT through the RFA process.  The preparation of the SEEDA Corporate Plan provides the opportunity to examine the potential for a contribution from the funding for economic development.  Some Regional Housing, allocation has been considered and will be pursued for 2009/10 onwards.
16. There is potential for additional funding from other government departments (e.g. Health, Children Schools and Families) and similarly amongst existing and proposed regional and national non-departmental public bodies that have a role in supporting the delivery of sustainable economic growth.  RIF will have the ability to deliver any type of infrastructure early, be it houses, affordable houses, schools or transport schemes. 

17. Formal agreements with the relevant Local Authorities may be required before RIF funds are invested to ensure that the RIF element is repaid to the Accountable Body.   SEEDA, acting as the Accountable Body may, particularly before the Fund has reached critical mass, be expected to enter into contractual arrangements with Local Planning Authorities and/or land owners or developers, in order to secure the return to the Fund of the relevant developer contributions.  SEEDA will contract with the relevant infrastructure provider who will be expected to guarantee delivery and accept the cost risk.  
18. RIF investment will have associated benefits for developers and land-owners primarily through a significant reduction in planning and timing risk related to the delivery of a project.  Some of these benefits are clearly fundamental to why a RIF is being developed: to enable development to proceed by assisting the developer’s cash-flow and to ensure the early delivery of infrastructure.  RIF will also assist in reducing development risks; any infrastructure required to be in place before certain development phases can proceed past a particular point will be in place earlier.  The early delivery of infrastructure will also unlock other development sites, reducing planning risks and potentially development costs (cost of capital etc). 

19. Within an Area Action plan formula or standard charge process it would be possible to value and ‘charge’ for this uplift.  Further work will be required to set out the relationship between the RIF and the proposed Community Infrastructure Levy (CIL). 
20. It is the intention that where appropriate that private sector leverage will be sought to increase the levels of funding available to bring projects forward.  This is likely to occur in projects which are relatively large but simply administered and understood to allow significant risk transfer to the private sector to be achieved at an acceptable cost.
Developing an initial Business Plan 
21. The working proposition is that the Investment Panel will take decisions within the framework of its Business Plan which will have a 10 year life-span.  The Panel will have two decision making processes:

a) A decision to include a scheme in the Business Plan

b) A final decision to invest the RIF

22. It is not envisaged that there will be formal bidding process.  Instead it is likely that SEEDA/Assembly will work with the Local Authorities in existing priority areas for investment to identify infrastructure requirements that could benefit from the RIF approach, and prioritised perhaps in a manner similar to that of the Regional Transport Board.

23. Infrastructure requirements identified through this dialogue will then be considered by the Investment Panel.  If the Panel concludes that the proposal satisfies an agreed set of criteria it will be included in the RIF Business Plan.  This would result in the allocation of both an indicative amount and timing for the investment, including when the investment can be expected to be repaid.  The criteria used by the Panel would be published to ensure transparency in the process.  Infrastructure proposals could be submitted to the Panel anything up to five years in advance of the predicted provision of the infrastructure. 
24. Critical to establishing the RIF is the development of an initial Business 

Plan.  Preliminary discussions have identified potential early projects for assessment which include investment in the Infrastructure necessary to bring the development of Ashford forward, the delivery of infrastructure that unlocks the South Hampshire Economic Zone, and green infrastructure that helps unlock housing delivery in the Thames Basin Heaths.  In order to develop an initial Business Plan it is necessary to consider other potential opportunities where the RIF might, in its initial life, secure ‘quick wins’.  Work is being commissioned from financial advisers to produce the economic models to take these ‘proof of concept’ projects forward.
Next Steps
a) Draft Governance Framework and operative documents to be prepared and agreed with key central and regional partners. (By April 2008) (SEEDA and SEERA)
b) Initial Business Plan to be created and approved (SEEDA and consultants).

c) BERR and Treasury approval to be sought for creation of the RIF in the light of the above plan

d) Discussions to continue with Central Departments regarding Funding Allocation contributions that might be made (SEEDA, SEERA, GOSE).

e) Initial projects to be identified and prepared for investment by end 2008.
Duncan A M Straughen, Chief Operating Officer
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