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1 Introduction 

1.1 What are Major Schemes? 

1.1.1 The purpose of the Major Scheme funding system is to provide LTP authorities with the necessary
capital funding to take forward worthwhile highway and public transport schemes that support the
objectives of their Local Transport Plan but which would otherwise be unaffordable from their Integrated
Transport or Maintenance block allocations or from other sources. The Major Schemes system provides
only capital and not revenue funding. 

1.1.2 The Department and its Ministers are accountable to Parliament for ensuring 

that the public funds that support major schemes are used as effectively as possible to deliver
transport improvements that provide value for money for the taxpayer, and 
that such funds are used for the specific purpose upon which the justification for the expenditure was
based. 

1.1.3 The Department therefore has an obligation to rigorously scrutinise local authority scheme proposals
to ensure this is achieved. 

1.1.4 In order to be considered for funding by the Department any new major scheme must have been
identified as a priority by the relevant region within its Regional Funding Allocation •RFA‚. 

1.1.5 Only schemes requiring DfT funding require Major Scheme approval.  Authorities are free to use
their own resources to fund schemes, either on their own, or alongside other sources of funding, without
submitting schemes for approval by the Department, whatever the cost. In such cases it would be for the
Local Authority to ensure that the scheme was the best value for money means of achieving its objectives. 

1.1.6 However, even for schemes not requiring DfT funding, the key principles of major scheme
development contained in this guidance and the Major Scheme Business Case model are recommended as
good practice. 
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1.2 Scope 

1.2.1 This guidance is for authorities who are intending to seek funding from the Department, or who
already have a scheme going through the approvals process, in respect of major roads, public transport or
maintenance schemes funded through the RFA and/or through the Private Finance Initiative •PFI‚,
including the streetlighting or road maintenance programmes, with the following exceptions. 

The guidance does not cover Transport Innovation Fund •TIF‚ packages although it will apply in
most respects to schemes within a package •see 1.5.3 for more details‚. 
This guidance does not apply to emergencies, where urgent investment is required as a result of a
specific event which could not reasonably have been foreseen.  In such cases the Department's policy
is to consider providing funding only if resultant costs are expected to exceed 15% of the authority's
capital highway maintenance block in the relevant year. 

1.2.2 It is intended that the schemes that fall within the scope of this guidance will be funded using the
powers contained in Section 31 of the Local Government Act 2003. However, this guidance does not
purport to cover all possible uses of the Section 31 power. The Department may use Section 31 in order to
fund local authorities for purposes other than those described above. In such cases this guidance would not
apply. 

1.3 Purpose 

1.3.1 This guidance is intended to: 

Describe the key operating principles of the Major Schemes funding system 
Provide guidance for Local Authorities on the development of Major Schemes 
Describe the process for applying for Major Schemes funding and taking a scheme forward through
the necessary approval stages. 
Define the required contents of the Major Scheme Business Case that will accompany the funding
applications 

1.4 Major Schemes and Local Transport Plans 

1.4.1 The timetable for submission and announcements for major scheme bids has now been decoupled
from the LTP and settlement process. 

1.4.2 However in policy and strategic terms, major schemes should be developed only if they represent the
best means of achieving the objectives of the LTP and a Local Authority's wider strategies. The
expectation is that all major schemes intended to be submitted for funding during the second LTP period
•2006-11‚ will have already been identified within second round LTPs. 

1.5 Related DfT guidance 
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WebTAG 

1.5.1 The Department publishes detailed guidance on the appraisal of transport projects and wider advice
on scoping and carrying out transport studies within WebTAG. WebTAG stands independent of any
particular funding regime or grant scheme, however it should be used by authorities seeking major scheme
funding, unless there is a strong case for doing otherwise. The requirements described in section 4.4. are
merely a summary of the detailed requirements contained in WebTAG •in particular WebTAG unit 3.9‚,
which should be followed in full. For schemes not requiring DfT funding, WebTAG is, like this guidance,
recommended as good practice. 

Light Rail Guidance 

1.5.2 In December 2006 the Department produced Draft Guidance for Local Authority Promoters
Considering a Light Rail Scheme. Light Rail schemes are subject to the arrangements set out in this
document, Any specific Light Rail guidance is intended to offer more detailed support and information in
light of the cost and complexity of light rail proposals. 

Guidance for local authorities on congestion TIF partnership 

1.5.3 Authorities seeking approval for schemes that are part of a Congestion TIF package will be expected
to submit proposals that are compliant with this guidance, with the exception of the Value For Money
Case •section 4.4‚ which will be dealt with at the package level in TIF. Authorities should consult the
Departmentâs Guidance on Business Case Requirements for TIF Programme Entry published in February
2007. 

1.6 Transitional Arrangements 

1.6.1 This guidance will apply with immediate effect to all new and existing major schemes at all stages
prior to completion of construction and funding. However special arrangements will apply to MSBCs
submitted to the Department for Programme Entry prior to April 2006. 

They are not subject to the requirement for a minimum local funding contribution as set out in
paragraphs 2.7.11 to 2.7.15. 
If a local contribution that meets these requirements has not been proposed by the promoter, the
scheme will not be eligible to claim 50% preparatory costs at Conditional and Full Approval as set
out in paragraphs 2.7.6 to 2.7.10. The Department will write to Authorities promoting such schemes
setting out transitional arrangements. 
Schemes that already have Provisional Approval and have been prioritised for funding within their
relevant RFA are now deemed to have Programme Entry status as defined in section 3.3. In the event
of a discrepancy between the terms of Programme Entry as defined in this guidance and the terms of
Provisional Approval or Programme Entry as set out in the schemeâs award letter, those of the
approval letter will take precedence. 
Schemes that already have Provisional Approval/Programme Entry will not have a Quantified Cost
Estimate •QCE‚ or Approved Scheme Cost •ASC‚ retrospectively applied •see section 2.7.3‚. In the
event of an increase in costs over the Department's maximum approved sum prior to Full Approval,
authorities will generally be expected to fund at least 25% of any increase although this may vary
according to the extent to which the increase in costs could have been foreseen or mitigated. After
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Full Approval, the Department's contribution will be increased only in exceptional circumstances. 
Schemes currently with the Department awaiting a Programme Entry decision will have a QCE and
ASC set at Programme Entry as described in section 3.3.23. Authorities will be asked to agree these as a
condition of Programme Entry. For schemes submitted prior to April 2006 where no local •or third party‚
contribution is proposed, the Department's intended contribution will be set on the basis of 100% of the
QCE. 

2. Key Principles for scheme development 
2.1.1 This Chapter contains important guidance on scheme development and outlines the key principles of
major scheme funding that authorities will need to be aware of and take account of from a schemeâs
earliest stages. 

2.2 The Application and Approvals Process 

2.2.1 The Department operates a three stage approval process for local authority major schemes. 

Programme Entry •broadly equivalent to the former Provisional Approval‚ once the initial case has
been made to The Department 
Conditional Approval  once statutory powers are in place 
Full Approval  once final supplier prices have been secured. 

2.2.2 In most cases the initial bid for funding will be for Programme Entry, although for some schemes it
may be possible to skip one or two of these stages •e.g. if no statutory powers are required schemes may
go directly to Conditional Approval‚. The approvals process is described in more detail in Chapter 3. 

2.2.3 The initial bid for funding should be supported by a Major Scheme Business Case •MSBC‚ that
demonstrates the case for the scheme in the following five aspects. 

Strategic - to demonstrate that the scheme is consistent with and will contribute to local, regional,
and possibly national, objectives in transport and other relevant areas 
Appraisal and value for money - to demonstrate the likely benefits and disbenefits of the scheme
against its likely costs •see also section below‚ 
Delivery - to demonstrate how the promoter will be able to deliver the scheme to time and budget,
including a clear project plan, governance arrangements, plans for stakeholder involvement and
engagement and robust risk management plans. 
Financial - to demonstrate that the scheme is based on sound costings, that the promoting Local
Authority is able to meet its own contribution, that any proposed third party funding is confirmed,
and the Local Authority is willing and able to underwrite this element. 
Commercial - to demonstrate a sound procurement strategy and a rigorous approach to any private
sector involvement 

2.2.4 The MSBC should be a living document that is updated as necessary through all the approval stages.
Authorities are strongly advised to start building up their MSBC according to the above structure from the
earliest stages of scheme development and adding to it as the scheme develops until it reaches a point
where it is contains the necessary information to support a Programme Entry application •see Chapter 4‚. 
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2.3 Regional Funding Allocations 

2.3.1 In July 2005 the Government asked regions to provide advice on priorities for transport, housing and
economic development over the next ten years within a published indicative funding envelope. The advice
was delivered in January 2006 and is available on the DfT website. The Governmentâs response, in July
2006 includes a list, for each region, of schemes that Government expects to fund, including some which
are not yet approved and for which MSBCs have yet to be submitted. This response is also on the DfT 
website. 

2.3.2 LAs are eligible to apply for major scheme funding only for schemes listed in that response or in an
equivalent response to a future round of RFA advice. The only exceptions to this are:- 

If the region has subsequently formally expressed its support for the scheme and has demonstrated its
affordability within the RFA programme. 
If the scheme is to be procured through the Private Finance Initiative •PFI‚ then a specific financial
allocation may not be required in the RFA. However the Department will still need evidence of
regional support for such schemes and will need to discuss such proposals at a very early stage with
the promoter and the region. If there is an element of conventional capital required •e.g. for land
purchase‚ then this element should be prioritised by the region within the RFA in the same way as for
any other scheme. 

2.3.3 The Government will seek further formal advice from the regions in the Comprehensive Spending
Review period. In the interim it will be for regions to decide whether or not they wish to consider any new
scheme proposals for prioritisation and what information they will require of authorities in order to do so.
Authorities wishing to promote new schemes not listed in the Government's July 2006 response, or
subsequently endorsed by the region, are therefore strongly advised to liaise with representatives of their
region before committing time and resources to the development of scheme bids. 

2.3.4 The RFA advice submitted by regions to the Department covers the timing of expenditure for
schemes as well as the total funding requirement.  Authorities will need to reflect the Regionâs
expenditure profiles when preparing their MSBC. Funding will be available only in the years indicated in
the region's advice and approval decisions need to be taken on business cases that are as up to date as
possible. Promoters should therefore aim to submit the MSBC for Programme Entry at a time
commensurate with the period of funding identified in the RFA advice and should not seek Programme
Entry earlier than necessary. The Department may not accept schemes for consideration if submitted too
early. However, early dialogue with the Department is encouraged particularly in areas such as model
development and appraisal •see Section 2.16‚. 

2.3.5 Authorities should also work within the funding envelope assumed in the RFA advice. If the
promoter considers that the costs of the required DfT contribution will exceed the level assumed in the
RFA advice, or that the expenditure profile has changed significantly, then further advice should be
sought from the region before working up the bid for submission to the Department. The region may wish
to consider whether the scheme remains a priority at the higher cost, and what adjustments might need to
be made to the RFA programme to accommodate the increase. 
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2.3.6 The RFA funding envelope should be able to cover all funds required from the Department,
including any preparatory costs that will be claimed. 

2.3.7 Authorities promoting schemes identified and accepted by the Department as priorities within the
RFA programme are requested, once the scheme is within 4 years of its intended start date, to submit
quarterly monitoring reports to the Department to indicate the latest estimates of cost and delivery
timetable. 

2.4 Minimum cost threshold 

2.4.1 In order to qualify for major scheme funding the total cost of the scheme •including preparatory
costs between Programme Entry and Full Approval‚ must be at least Â£5 million OR  

at least 75% of the promoting authority's average projected annual indicative integrated transport block or
maintenance allocation •whichever is most relevant to the scheme‚ for the LTP2 period, 

AND 

more than 50% of the promoting authority's average projected annual combined indicative integrated
transport and maintenance allocations for the LTP2 period; 

2.4.2 For non-metropolitan joint plans, the relevant block allocations are those related to the promoting
authority.  The Department will not support bids for sub-Â£5m schemes in metropolitan areas •except
maintenance schemes‚, as promoters should have sufficient resources and flexibility to be able to fund
them from block allocations. This does not apply to maintenance schemes under Â£5m. 

2.4.3 Schemes which qualify for funding under the Â£5million threshold, whether for improvement or
maintenance, were sometimes known as 'exceptional schemes' however the Department would like to
discontinue this term. The Department employs the principle of proportionality so that higher value
schemes will generally require more supporting information and will be subject to more detailed
scrutiny and small schemes may be suitable for lighter-touch appraisal.  However, the level of information
necessary, for example, to approve a Â£4.5m scheme will not ordinarily be significantly different to that
for a Â£5.5m scheme. Schemes with a total cost under the Â£5m threshhold need to be prioritised within
the relevant RFA in the same way as a scheme over Â£5m. 

2.5 Development of options 

2.5.1 The starting point for preparing a major scheme bid is to identify the problems to be addressed, and
the objectives that the bid would support. The Eddington report, published in December 2006, confirms
the importance of a strategic process to identify transport problems.  It is important to start with current
and future strategic priorities, and then generate a wide range of options covering different types of
interventions or measures including all modes, infrastructure, regulation, pricing and other ways of
influencing behaviour and consider all modes and then undertake a high level of assessment of these
options. 
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2.5.2 Only following this high level analysis should more detailed analysis be undertaken on specific
options and detailed schemes. Therefore the bid should not start from an assertion about a preferred modal
solution, or indeed that infrastructure provision is the only answer. The LTP should analyse the transport
needs of the area in question and set out how those needs can be met using the Integrated Transport block
and other sources of funding. Authorities may then draw up options for meeting any needs for major
schemes that cannot be met using block funding or other readily available funding sources. 

2.5.3 The assessment of alternatives should start from an initial wide base of possible options. Those
options should include measures that reduce or influence the need to travel, as well as those that involve
capital spend. Whilst the Department leaves this process to individual authorities it requires a clear
understanding of why some particular options are preferred to others. Each option will need to be assessed
against local, regional and central Government objectives, in terms of consistency with regional strategies
and contribution to LTP objectives and should take account of best practice, wider local authority
experience and the sustainability of the proposal. Scheme bids should demonstrate a clear path from
identifying the problem to arriving at a preferred solution. 

2.5.4 It is expected that this process of options appraisal will include some element of public/stakeholder
consultation. 

2.5.5 When the scheme is submitted to the Department, it will expect the MSBC to include a detailed
assessment of the scheme against the alternative options that would, as far as possible, broadly meet the
same objectives. It is important that these should also be compared against a realistic do minimum
scenario. The testing of alternatives is not an add-on to the appraisal but an integral part of the process of
determining the preferred option. Any major scheme for which the appraisal of alternative options is
considered inadequate or where the Department considers alternative options to be preferable, may not be
accepted for funding. Authorities should state in their scheme bids which options have already been
discarded without being fully worked up, and the reasons and evidence for discarding them. 

2.5.6 For public transport schemes, options should include: different technologies, such as alternative bus
based schemes; or lower cost alternatives, such as bus lanes or shorter lengths of busways compared to
fully segregated busways. Authorities seeking funding for light rail schemes should consider bus based
alternatives. 

2.5.7 For highway schemes there should be a consideration of different link/junction standards and other
alternatives to address the problems in the area, such as public transport provision, demand management
policies, traffic management measures and strategies. The Department would expect authorities promoting
highway schemes to examine the scope for achieving the scheme objectives through non-road building
options such as public transport improvements or demand management measures.  Suitable options should
be included in the option appraisal process.  If the promoting authority concludes that non-road building
options are not capable of delivering the objectives, robust evidence to demonstrate this should
be provided in the MSBC. 

2.5.8 For maintenance schemes authorities should also identify and consider appropriate options to deal
with the identified problem.  Options might for example include dealing with the problem by means of
traffic management measures, closing the relevant infrastructure, or use of annual maintenance
subventions. 
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2.5.9 Authorities are encouraged to be imaginative in their consideration of possible solutions, and not to
restrict their options appraisal to the tried and trusted scheme types. Authorities should give due
consideration to new developments in public transport systems around the world and to keep abreast of
evidence and best practice. While the Department will of course expect any such scheme proposals to be
robust and to demonstrate value for money and deliverability, the Department will wish to ensure that
potentially âdifficultâ options have not been unduly discarded. •see section 2.14 on pilot and
demonstration schemes‚ 

2.5.10 The MSBC submitted to the Department should include, within the 'Strategic Case', a description
of the process described above •See section 4.3.4‚. 

2.6 Value for Money 

2.6.1 All schemes submitted to the Department should be appraised against central Government's five
objectives for transport, using the NATA •New Approach to Transport Appraisal‚ process. These
objectives are economy, environment, safety, integration and accessibility. 

2.6.2 The detailed appraisal information from the NATA process allows an assessment to be made of the
value for money •vfm‚ offered by a proposed scheme. It is essential during the option appraisal process
that authorities bear in mind the likely value for money of the leading options, and, with reference to
paragraph 2.6.5, the prospects for funding. This may help provide the early opportunity to think how a
scheme could be improved or to consider alternative options, if it looks as though it offers only low or
poor vfm. 

2.6.3 Value for money measures the benefits for each Â£1 of costs.  The assessment of vfm should
account for all impacts of a transport investment proposal, not just those impacts that can be presented in
monetary terms within the benefit/cost ratio •BCR‚.  Impacts on the environment, regeneration,
accessibility and integration should also be accounted for.  These may have a significant impact on the
overall assessment of a scheme's value for money and should therefore be taken into account at an early
stage in the option appraisal process. 

2.6.4 The DfT Guidance on Value for Money explains how both the BCR and other impacts can be
assessed, especially in the technically difficult area where benefits are not readily monetised.  The result
of this analysis will place any scheme into one of four vfm categories: 

High - where benefits are at least double the costs 
Medium - where benefits are between 1.5 and 2 times costs 
Low  - where benefits are between 1 and 1.5 times costs 
Poor - where benefits are less than costs 

2.6.5 Ministers make the decisions, and value for money is only one of a number of considerations that
they take into account.  However the Departmentâs stated policy is to generally fund 

most, if not all, projects with high vfm 
some, but by no means all, projects with medium VfM 
very few projects with low VfM 
no projects with poor VfM 
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2.6.6 These presumptions apply to all schemes funded or promoted by the Department including rail and
Highways Agency schemes. The consideration is more complex for schemes where there are significant
revenue streams. 

2.6.7 These presumptions are always subject to affordability. In the case of major schemes, this means
affordability within the relevant region's RFA •Regional Funding Allocation‚. 

2.6.8 The presumptions relating to low and poor vfm schemes will apply even if the scheme has been
prioritised by the region in its RFA advice. 

2.6.9 In the case of schemes which were granted Provisional Approval before these vfm guidelines were
introduced, the presumption is that the Department will honour its intention to fund the scheme provided
that there are no significant changes to the scheme's costs, expected benefits or design, and that the terms
of the Provisional Approval have been met. 

2.6.10 This is a summary of the full DfT Guidance on Value for Money which was published in December
2004.  It covers all spending proposals that are funded by the Department or require the Department's
approval. 

2.6.11 The Secretary of State has approved a strategic refresh of the whole NATA guidance being carried
out in anticipation of NATA's 10th anniversary in 2008. The refresh will form part of the analytical work
being taken forward to implement the recommendations made by Sir Rod Eddington and Sir Nicholas
Stern in their recent Reviews. Until this refresh is completed, the current guidance represents the best
available advice for scheme promoters undertaking appraisals. 

2.7 Scheme costs, affordability, risk and preparatory costs 

2.7.1 Before working up a scheme proposal for submission authorities should ensure that they understand
the financial implications of developing the scheme        •including any implications for future resource
spend‚, and the need to secure and underwrite any necessary funding outside the Departmentâs likely
maximum contribution. 

2.7.2 The Department places great importance on the production of robust and reliable cost estimates that
are updated and refreshed as schemes progress through the approval stages. The Department issued
updated guidance in October 2006 on the Estimation and treatment of costs in scheme appraisal •see 
WebTAG Unit 3.5.9‚. This emphasises the importance of robust base cost estimates including realistic
cost inflation assumptions, the use of quantified risk assessments and then the application of the
appropriate optimism bias uplifts. The Department is also keen to ensure there are appropriate incentives
for Local Authorities, as project managers and promoters, to manage the risks associated with their
schemes.  As a result there should be far fewer schemes returning with cost increases at later stages in the
process. 

2.7.3 Provided that the scheme passes through the necessary approval stages the Department will •with the
exception of PFI schemes‚ normally contribute:- 

50% of the eligible preparatory costs incurred between Programme Entry and Full Approval. 
A maximum of 90% of the estimated total cost of the scheme •including preparatory costs‚, also
known as the Quantified Cost Estimate •QCE‚, as estimated at Programme Entry. The maximum
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90% of the QCE is inclusive of the Departmentâs 50% contribution to Preparatory Costs. 
50% of any increase in the cost of the scheme over the QCE set at Programme Entry up to a
designated Approved Scheme Cost •ASC‚. This is set by adding to the QCE a figure equivalent to
50% of Optimism Bias applied to the scheme by the Department at Programme Entry. The Departmentâs
contribution to such increases may be lower than 50% in cases where the Departmentâs intended
contribution to the QCE is significantly less than 90%. 

The difference between the QCE and the ASC is known as the Additional Risk Layer  •ARL‚. This is
demonstrated in the following diagram . 

Design scheme diagram 

2.7.4 The Maximum Departmental contribution  specified at Programme Entry will therefore be
equivalent to the non-shaded area shown, i.e. the sum of the two white boxes. 

2.7.5 For PFI schemes the QCE and ASC do not apply. Departmental support will be provided in the form
of PFI credits and the approval will specify a maximum sum.. 

Preparatory Costs 

2.7.6 The Department recognises the value of thorough preparation and planning in delivering schemes to
time and budget.  Whilst DfT does not pay for any development prior to Programme Entry, the
Department is  prepared to contribute 50% of all costs incurred between Programme Entry and Full
Approval, within certain the following eligibility criteria. 

2.7.7 Eligible preparatory costs include:- 

detailed design and procurement; 
preparation of the business case for submission of Conditional and Full Approval; and; 
the additional costs incurred in the preparation of PFI schemes •e.g. additional legal and financial
advice‚,. 

Ineligible costs include: 

Early-stage option appraisal and feasibility studies - e.g. determining the preferred route for a road; 
publication of draft orders and the submission of and publicity for applications; 
the preparation of cases for, and attendance at, public inquiries; and 
costs that relate of the main scheme, e.g. purchase of land etc 

2.7.8 Local authorities will be expected to prepare an estimate of the cost of this work as part of their
MSBC at Programme Entry stage •see 4.7.12‚. The Department's contribution will be limited to a
maximum of 50% of this estimate even if the actual costs are higher than originally forecast. 

2.7.9 Payments towards preparatory costs will be made by the Department in arrears at two points: receipt
of a bid for Conditional Approval and receipt of a bid for Full Approval. In both cases payment will be
made once the Department is satisfied that the bid is compliant with the requirements this guidance as set
out in Chapter 4. 
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2.7.10 The Department will consider making a payment for preparatory costs if a scheme with Programme
Entry fails to reach the stage necessary for a Conditional Approval bid. In these cases the promoter would
need to demonstrate that the reason for the scheme faltering was outside their control, that they had taken
all reasonable steps to prevent it, and that they had not incurred unnecessary expenditure beyond the point
at which the scheme was no longer viable. 

Local Contribution 

2.7.11 As stated above the Departmentâs policy is to provide •other than for PFI schemes‚ no more than
90% of the total scheme cost. The Department believes that it is both reasonable and desirable for all
authorities to contribute funds towards their scheme. 

2.7.12 For new light rail schemes the minimum 25% local contribution has not proved a barrier to the
development of projects and  will continue.  In introducing a minimum contribution for other schemes the
Department recognises that 25% would be a large step and also accepts that the level of the possible
contribution may vary for different projects. 

2.7.13 The Department would therefore normally expect a local contribution of a minimum of 10% of the
total scheme cost •including preparatory costs‚ for non-light rail schemes. The Department accepts that in
some cases this may be beyond the reach of some authorities and would, therefore, be prepared to accept a
contribution of less than 10% if it equates to 100% of the IT Block allocation of the promoting authority
•or all the promoting authorities for schemes developed in partnership‚ in the year that Programme Entry
is sought.  

2.7.14 The use of IT Block for this calculation is simply a proxy for affordability. It is not expected that IT
block should necessarily be the source of the local contribution.  Local Authorities are encouraged to
actively identify and secure all possible sources for local contributions and not rely on LTP funding. 

2.7.15 Where the case for a scheme is made strongly in terms of aims wider than transport, such as
regeneration or economic development, the Department may expect the local contribution to exceed 10%
•or the figure relating to 100% of IT Block‚, with an appropriate proportion of this from relevant
stakeholders. Authorities are encouraged to discuss with the Department what these requirements are
likely to be before preparing a MSBC. 

2.7.16 For schemes funded through PFI, authorities will also be expected to have considered and sought
local contributions.  These schemes will however be dealt with on a case by case basis. 

Cost Increases 

2.7.17 The principles of the Quantified Cost Estimate •QCE‚, Additional Risk Layer •ARL‚ and the
Approved Scheme Cost •ASC‚ are set out above.  These are used as the basis for determining the sharing
of additional costs resulting from a cost increase. 

2.7.18 The ARL and ASC calculated at Programme Entry remain the same until Full Approval is granted. 
No adjustment will be made to take account of subsequent cost increases. 
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2.7.19 If the QCE rises between Programme Entry and Full Approval the Department will expect to
contribute a proportion •normally 50%‚ of the increase up to the ASC and will not require any reappraisal
of the scheme, provided of course that the promoting Local Authority can secure the necessary funding for
its share of the increase. If the estimated total cost of the scheme rises above the ASC the Department may
require a reappraisal to determine the value for money of the scheme, as well as a consideration of lower
cost alternatives.  If the Department decides that the scheme can proceed at a cost higher than the original
ASC, the Department would, in all but exceptional circumstances, expect the Local Authority to fund
100% of any expenditure beyond that amount. 

2.7.20 Where cost increases occur on a PFI scheme between Programme Entry and Full Approval the
Department may also require a higher local contribution.  Such cases will be dealt with individually. 

2.7.21 At the point of Full Approval the Departmentâs contribution will become a fixed funding cap even
if it is less than the Maximum Departmental Contribution identified at Programme Entry. The Department
would not normally expect to fund any increase in cost after Full Approval. In exceptional circumstances
the Department may consider increases that would result in the total cost of the scheme remaining within
the original ASC, but this would normally be for cases where it was not possible to foresee additional
expenditure, or to mitigate the risk through the tendering process. 

2.8 Considerations for different types of scheme 

2.8.1 There are some fundamental issues to consider when developing proposals for specific types of
scheme. 

Light Rail Schemes 

2.8.2 Authorities should consider all rapid transit solutions including whether a bus based solution or an
alternative mass rapid transit system would be more appropriate. The Department is unlikely to approve
funding for a light rail scheme if it considers that an alternative transport mode would provide a better
solution. Authorities should include, within their business case, their methodology and evidence for ruling
out alternative modal solutions. 

2.8.3 There are no absolute limits as to what levels of traffic and passenger flows would justify a light rail
scheme, as the particular characteristics of each scheme will need to be taken into account. However, the
Department will expect authorities to provide details of passenger flows each way in the peak hour as a
sense check on whether light rail is likely to be the best solution. 

2.8.4 For further guidance for authorities considering light rail schemes please refer to the Departmentâs 
Draft Guidance for Local Authority Promoters Considering a Light Rail Scheme. 

Bus Corridor Schemes 

2.8.5 Typically, improvements to bus infrastructure do not exist in a vacuum. New bus lanes will be
effective only with adequate enforcement. New Park and Ride provision will work only with commitment
of the local bus operators to use the facilities. Bus priority measures such as reallocation of road space will
only be effective if there is a political commitment to keep them in place for the long term. 
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2.8.6 Schemes are likely to be most effective when improvements to infrastructure go hand in hand with
improvements to services, bus prioritisation and demand management measures. Consideration should be
given to how to achieve the most effective partnership with local bus operators. 

2.8.7 All these considerations are integral to demonstrating how the benefits predicted in the appraisal can
be secured. 

2.8.8 The Department reserves the right to apply additional conditions to the approval of funds for these
schemes to ensure that the benefits of the Department's investment are secured e.g. that infrastructure
cannot be removed without permission, nor allowed to degrade through the lack of maintenance or
enforcement.  

2.8.9 Promoters of bus based schemes should discuss with the Department at an early stage what form the
conditions are likely to take. 

Road Schemes 

2.8.10 In taking forward road schemes it is important that it has been clearly demonstrated that a new road
or additional road capacity is the required solution to the transport problem and, as with other investment,
the full range of alternative options including demand management measures has been assessed. 

2.8.11 Promoters should ensure there is early engagement with Statutory Environmental Bodies in order to
ensure that environmental impacts are fully understood and appropriate environmental mitigation
measures are built into scheme development at an early stage. 

2.8.12 Promoters should also liaise with the Highways Agency where the proposed scheme is likely to
have an impact on the national road network. 

Rail Schemes 

2.8.13 Rail schemes that are intended to meet  local and regional transport objectives in the context of the
LTP may be supported as major schemes. Rail schemes that meet primarily national objectives would be
funded through the High Level Output Specification. 

2.8.14 Authorities proposing such schemes will be expected to show consistency with the relevant rail
strategies, such as Regional Planning Assessments and Route Utilisation Strategies. They will also be
required to demonstrate that the provision of services requiring an infrastructure scheme are deliverable
and fundable. 

2.8.15 In developing schemes, authorities are advised to engage with Network Rail and the relevant train
operating companies at the earliest possible stage. Programme Entry will not normally be considered until
these bodies fully endorse the proposals and, in cases where Network Rail is involved, the scheme has
reached GRIP stage 4 

2.8.16 Early engagement with the Department, prior to submission of the MSBC is particularly important
with rail schemes so that the full range of potential costs and benefits to the rail network can be taken into
account. The potential impact on future franchising costs will always be an important factor in the
Departmentâs consideration. 
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2.9 Project and Programme Management 

2.9.1 It is imperative that sound project management principles are applied throughout the life-cycle of
scheme development. The initiation of the project or programme should start at the very beginning of the
process, as soon as the objectives are identified, through options appraisal and development of the MSBC
documentation. 

2.9.2 Project and Programme Management should be adopted as a matter of good practice and not
regarded merely as a way to fulfil the requirements of a MSBC. 

2.9.3 It is not for the Department to instruct authorities how to conduct project and programme
management and the Department does not mandate the use of any specific methodology. This is a
mainstream business activity and it is not the role of the Department to provide specific Project and
Programme Management guidance. 

2.9.4 However, the Department suggests that authorities use the Project Management Handbook for Local 
Authorities published by the Improvement and Development Agency •IDeA‚. 

2.9.5 The Office of Government Commerce •OGC‚ also has a useful guide to Project and Programme
Management Resources which links to the following priced publications 

Managing Successful Projects with PRINCE2 
Managing Successful Programmes 
Management of Risk: Guidance for Practitioners 

2.10 Gateway Reviews and assurance 

2.10.1 A Gateway Review is an assessment of a project or programme carried out at crucial junctures in
its development, in order to provide assurance to the Senior Responsible Owner •or Project Owner‚ that it
can progress successfully to the next stage. Its focus is on whether the appropriate framework, processes
and resources are in place. It does not duplicate the appraisal of the value for money case for a scheme. 

2.10.2 The Gateway process was developed by the Office for Government Commerce •OGC‚ who have
accredited 4ps to conduct Gateway Reviews for Local Authorities. The Gateway Process is described in
detail on the OGC website. 

2.10.3 Gateway reviews are expected to be conducted on all schemes with a total cost of Â£50m or more
that are seeking DfT funding. Authorities with schemes at this level are advised to contact 4ps at an early
stage to determine the most appropriate timing for the first and subsequent reviews. 

2.10.4 For schemes below this level a Gateway Review is also advised. Authorities are advised to contact
4ps to discuss whether an external Gateway Review would be warranted. 

2.10.5 Where an external review is not deemed necessary, authorities are nevertheless advised to consider
what internal assurance processes they should have in place, for example regular reviews conducted by
officers from other departments in the Local Authority. 
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2.10.6 There are five Gateway Reviews during the lifecycle of a project, three before contract award, one
post contract award looking at service implementation and a final review seeking confirmation of the
operational benefits.  In addition a Gateway 0 Review is often carried out at an earlier stage prior to
Gateway 1. A full description of the Review stage workbooks can be found on the OGC website. 

2.10.7 Some major schemes, particularly those involving multiple procurements or several discrete
elements, may be regarded as Programmes rather than Projects. 4ps will advise authorities on this.
Programmes are subject to a Gateway 0 Review repeated at key stages throughout their life. 

2.10.8 Gateway Reviews are provided by 4ps free of charge to the receiving authority, although there is,
of course, some resource cost, and authorities participating in the Gateway Review programme are obliged
to provide reviewers to support reviews performed in other authorities. 

2.10.9 The review itself will be conducted by a team typically made up of either three or four people. Each
review takes about three to four days, with a draft report being provided to the Senior Responsible Owner
before the team leaves the site. 

2.10.10 Gateway Reviews are primarily for the benefit of the promoting authority's Senior Responsible
Owner •SRO‚ and are provided confidentially.  Reports of reviews will not be made available to the
Department, but it provides a level of assurance for the Departments to know that reviews are being
carried out and acted upon. 

2.10.11 Gateway reports will include recommendations with a RAG •Red/Amber/Green‚ status allocated
to each recommendation and to the project as a whole. The project is given a 'Red' status if any individual
recommendation is Red. 

'Red' status means that remedial action must be taken immediately. 
'Amber' status means that the project should go forward with actions on recommendations to be
taken before the next Gateway Review. 
'Green' status means the project is on target to succeed but may benefit from the uptake of the
recommendations. 

2.10.12 The relationship between the Gateway reviews and the Departmentâs approval stages is described
in Paragraph 3.1.18 and elsewhere in Chapter 3. Gateway Reviews should be evidenced in the MSBC as
described in Chapter 4. 

2.11 Evaluation 

2.11.1 Evaluation is an integral part of scheme development and should be considered and built into the
planning of a scheme from the earliest stages. 

2.11.2 This is necessary in order to help the Department and Local Authorities to understand if, how and
why the intended outcomes and impacts of a scheme have been achieved, exceeded or not reached. In
most cases, this will require an impact evaluation. An impact evaluation measures and/or understands the
effectiveness of a scheme. For example, an impact evaluation can measure increased bus patronage or the
economic benefits of a new road and/or it can understand how each was achieved. 
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2.11.3 The evaluation plan for any scheme should cover four elements: 

the evaluation objectives; 
the evaluation methodology and analytic approach; 
management and reporting; and 
evaluation timescales. 

2.11.4 The objectives of a major scheme evaluation should be focused upon understanding: 

whether and how the scheme's main objectives have been achieved, exceeded or not reached •e.g. to
increase bus patronage; to reduce congestion‚; and 
the schemeâs impact on the wider NATA objectives, whether positive or negative. 

2.11.5 Not all NATA objectives need be investigated if the schemeâs impact on them is expected to be
minimal, but the Department would expect, for example, the evaluation of most road schemes to include
measurement of environmental impact. 

2.11.6 Promoters should refer to the Department's guidance document The Evaluation of Local Authority
Transport Schemes: A Guide for detailed guidance on how to plan and conduct an effective evaluation,
with particular reference to evaluation methodologies. 

2.11.7 Chapter 3 details the specific information on evaluation that the Department will expect to see in
the MSBC at each Approval Stage. 

2.12 Procurement and PFI 

2.12.1 At an early stage authorities should consider the most suitable procurement route. Authorities are
advised to conduct a fairly high level preliminary sift of a range of procurement options and shortlist
maybe the 2 or 3 most viable options which should then be considered in more depth. 

2.12.2 If the 2 or 3 shortlisted procurement options include a PFI option then it is essential that authorities
should discuss this with the Department, so that case specific advice may be given on the potential
suitability of the scheme for funding under the PFI initiative. 

2.12.3 It is important that any consideration of PFI should be based on an assessment of its value for
money as a procurement route and not upon any assumptions about the availability of funding. It is
expected that, for all light rail scheme proposals, because of their size, a PFI option would be among those
shortlisted at this stage. For schemes with a total cost of less than Â£20m, PFI need not be considered at
all. 

2.12.4 If PFI remains an option, authorities must use the Treasuryâs Value for Money Assessment 
Guidance to assess whether PFI would be an appropriate procurement route. This can be a resource
intensive and costly process and authorities should not undertake this without first consulting the
Department. 
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2.13 Legal Considerations 

2.13.1 It is the responsibility of the promoting authority to determine whether or not their scheme proposal
is lawful and to determine the extent of any new legal powers that need to be sought. Authorities should
ensure, in particular, that the scheme is compliant with EU State Aid rules, and should be prepared to
provide the Department with confirmation of this if necessary. Guidance is available on the DTI website. 

2.14 Pilot or demonstration schemes 

2.14.1 Any LTP authority may submit, for consideration as a major scheme, a demonstration or pilot
project below the minimum cost threshholds set out in section 2.4. 

2.14.2 Possible examples would be schemes involving new modes, including those generally termed 'ultra
light rail'; or those which include the novel application of technology, for example in the area of ticketing. 

2.14.3 To be considered for pilot or demonstration status the Department will expect the scheme to: 

include significant innovative elements which have not previously been tested; 
be reasonably replicable in other authorities, with the potential to unlock indirect benefits; 
respond to a genuine local transport need; and 
demonstrate value for money 

2.14.4 It will be for the promoter to make the case that a scheme meets the above criteria to qualify for
treatment as a pilot or demonstration scheme. Any Local Authority considering a pilot scheme should
discuss the proposal with the Department or relevant Government Office at as early a stage as possible. 

2.14.5 If the Department does not accept this case then it will treat any resulting bid as a major scheme in
the normal way. If it does not meet the major scheme thresholds then it would not qualify for major
scheme funding. 

2.14.6 It is not possible to give generic guidance on how pilot or demonstration bids will be assessed
relative to other bids. However, the Department and the Government Office will provide case specific
guidance as appropriate. The Department accepts that the benefits of pilot or demonstration schemes may
not readily be picked up by traditional appraisal methods. The value of a pilot may be that it would unlock
potential benefits elsewhere if the technology were adopted more widely and the Department will take this
into account. 

2.14.7 The Department recognises that the preparatory costs for pilot and demonstration schemes may be
higher than normal. The Department would therefore be prepared on a case by case basis to consider
funding more than 50% of preparatory costs for any elements associated with an initial application of a
particular technology, that would not be borne by subsequent promoters of the same type of scheme. 

2.15 Transparency and Freedom of Information 

2.15.1 When the major schemes process was integrated with the LTP reporting and decision cycle, new
scheme bids were submitted with Local Transport Plans or Annual Progress Reports and DfT decisions
were communicated in the annual Local Transport Settlement letters. Both submissions and decisions
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were therefore automatically in the public domain. 

2.15.2 The Department considers that an equivalent degree of transparency is desirable now that the major
schemes process has been decoupled from the LTP process. The Department will therefore maintain lists
on its website of all major schemes and their current status. This will record basic details such as the
scheme name, promoting authority name, brief description and cost. We also intend to routinely publish
Appraisal Summary Tables once approval decisions are made at each stage. These may be adjusted to
reflect the Departmentâs assessment of the scheme appraisal. 

2.15.3 Authorities should publish, on their own websites, MSBCs submitted to the Department at each
approval stage. The Department does however recognise that some authorities may not wish to publish
some elements of the MSBC that may be particularly sensitive for commercial or other reasons. 

2.15.4 The Department may receive requests for information relating to the contents of MSBCs submitted
by Local Authorities and related correspondence. These may be disclosable under the Freedom of
Information •FOI‚ Act 2000 or the Environmental Information Regulations •EIR‚ 2004. The Department
cannot give any general indication as to what information would be disclosable as each request must be
treated on its own merits. However, the Department would always consult local authority scheme
promoters when a request has been received so that it may take their views into account when considering
whether any exemptions apply or on the application of a public interest test. When submitting bids
authorities are free to highlight information which they would expect the Department to treat in
confidence or which may fall under an FOI or EIR exemption. This does not guarantee, however, that the
information would be withheld in response to a future request. 

2.16 Liaison with the Department 

2.16.1 Promoters of schemes already identified as regional priorities are strongly encouraged to contact
the Department •including the relevant Government Office‚ for informal discussion on any aspects of the
above sections or any other relevant issues. Early engagement with the Department is particularly
important in respect of traffic modelling, data collection, selection of options to be appraised in detail
•next best and lower cost alternatives‚ and potential vfm performance of schemes taking account of
non-monetised impacts •particularly landscape impacts‚. Officers from the Department will endeavour to
provide informal suggestions on how best to construct a MSBC that meets the Department requirements
as set out in this guidance.  

2.16.2 Promoters are welcome to submit draft versions of their MSBC to the Department in advance of a
formal bid. The Department will not generally conduct substantive assessments of draft bids, but will
provide suggestions on any aspects the Department feels are in need of improvement or where there is
insufficient information. 

2.16.3 The suggestions given, as described above, will not in any way prejudice the Departmentâs
consideration of the formal MSBC when submitted and should not be construed as conferring approval to
any particular approach. 

2.16.4 Promoters of schemes which have not yet been identified as regional priorities are strongly
encouraged not to work up detailed scheme proposals before discussing with their region the likely
prospects for the scheme being prioritised. 
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2.17 Summary 

2.17.1 Before devoting significant resources to the working up of a major scheme bid authorities should
be able to answer 'yes' to all of the following:- 

Has this scheme arisen from a robust options appraisal process designed to meet a specific objective? 
Does preliminary analysis indicate that the scheme has a reasonable prospect of achieving medium or
high value for money? 
Has the scheme been prioritised by the region and is the requested DfT contribution within the
allocated RFA funding? 
Is the promoting authority prepared to meet the necessary financial contribution to the scheme and
the necessary share of any cost overrun? 
Does the scheme have the committed support of any stakeholders, necessary for its successful
implementation •e.g. public transport operators‚ 

3. Scheme submission and approval process 

3.1 Overview of the scheme approval process 

3.1.1 The Department operates a three stage approval process for major schemes. 

3.1.2 The approval of a scheme for Programme Entry indicates the Department's intention to provide
funding towards the construction of the scheme on the basis that there will be no material changes to the
scheme's scope, cost, design or expected benefits. 

3.1.3 Programme Entry is not a commitment that funding will be provided, nor to the timing of any
intended contribution, either of  which may be subject to further consideration of affordability within
Regional Funding Allocations. 

3.1.4 Programme Entry status is intended to provide the expectation of funding necessary in order for the
promoting authority to apply for any statutory powers that may be required, such as Transport and Works
Act powers, highways orders, planning consents, compulsory purchase orders etc. 

3.1.5 Once the necessary powers are in place, but before procurement has taken place, promoters may
apply for Conditional Approval.  This is a firm commitment to funding, subject to a number of specified
conditions being met, typically that there is no change to the expected costs, scheme design or risks after
procurement. 

3.1.6 Once procurement has taken place and a preferred bidder and a final price has been obtained
promoters can apply for Full Approval , which, once granted, enables the promoter to commence
construction and draw down grant funds. 
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Skipping approval stages 

3.1.7 In some cases the three stage approval may not apply. For example, if a scheme does not require any
statutory powers, or they are already in place, a promoter may apply directly for Conditional Approval, in
which case the MSBC would be expected to meet the requirements for that approval stage. Alternatively a
promoter may still elect to seek Programme Entry at an appropriate point, pending further development of
the delivery and commercial case to the level required at Conditional Approval. 

3.1.8 If promoters conduct the procurement process in parallel with seeking statutory powers •e.g. with
Early Contractor Involvement‚ and both are complete at the same time a scheme may jump from
Programme Entry to Full Approval. In some cases, however, the Department may make it a condition of
Programme Entry that procurement may not commence until after Conditional Approval is granted. 

Multiple procurements 

3.1.9 Some schemes may involve more than one contract. Where there is a primary procurement that
comprises the majority of scheme costs, that will be the one that determines the timing of Conditional and
Full Approval. 

3.1.10 For schemes •e.g. bus priority or Urban Traffic Control schemes‚ that do not involve a single or
primary contract, and may include multiple routine orders, such as TROs,  the most appropriate point for
Conditional and Full Approval will be considered at or shortly after the Programme Entry stage in
discussion between the Department and the promoter. The aim will be to achieve the most robust cost
estimates possible without adversely affecting the scheme's delivery timetable. 

Project Review Group process for PFI schemes 

3.1.11 Any scheme being considered under the Private Finance Initiative •PFI‚ will also be subject to
review by HM Treasury's Project Review Group •PRG‚ at key stages. This process is intended to provide
comfort to the private sector about the quality of projects being brought to the market, reassure local
authorities that there is a fair and equal treatment across sectors, and confirm that the project will attract
funding from Central Government before either commit to the major expenses involved in a PFI
procurement. More information on the Project Review Group can be found on the Treasury website. 

3.1.12 Schemes within the Streetlighting and Road Maintenance PFI programmes are unlikely to require
new legal powers and the initial bid to the Department •Outline Business Case in PFI terminology‚ would
therefore normally be for Conditional Approval rather than Programme Entry. 

3.1.13 The 1st Stage PRG review will take place immediately before a scheme goes to the market, i.e. at
Conditional Approval stage. A bid for Conditional Approval •Outline Business Case‚ should be submitted
to the Department, as described in this guidance. The Department will then consider the bid and, if
Ministers are content in principle to award Conditional Approval, will allow the scheme to go forward for
1st Stage PRG review. Once PRG approval has been granted the Department will confirm Conditional
Approval. 
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3.1.14 If there is a subsequent increase in the PFI credit requirement, the promoter must make this known
to the Department and seek approval for the necessary increase before proceeding further with the
procurement. If there are significant project changes - in financial terms this means an increased credit
requirement of the lesser of Â£10m or 20% - then PRG approval will also need to be obtained. 

3.1.15 A bid for Full Approval •Full Business Case in PFI terminology‚, as described in this guidance,
should be made to the Department once the authority has identified its preferred bidder but before
the Competitive Dialogue Final Tender is issued. In some cases the scheme may be called in for a 2nd
Stage PRG review to secure final PRG sign-off prior to Ministerial approval and contract award. If this is
the case the promoter will have been informed well in advance. 

3.1.16 Once Ministers have signed off the Full Business Case the Final Tender may be issued, followed by
a formal selection of the preferred bidder. At that point, assuming no change in the project or the PFI
credit requirement, the Department will confirm Full Approval. 

Gateway Reviews and Approval Stages 

3.1.17 External Gateway reviews should be conducted on schemes with a total scheme cost of Â£50m or
more and project assurance, that may include external Gateway Reviews, is recommended for all schemes
•see section 2.10‚. 

3.1.18 The Gateway stages are broadly linked to the Department's approval stages but the precise timing
may vary from scheme to scheme. Normally Gateway 1 and 2 reviews would be carried out between
Programme Entry and Conditional Approval, with Gateway 3 being carried out prior to Full Approval. 

3.1.19 Some schemes may be regarded more as programmes than projects and would therefore be subject
to a series of Gateway 0 reviews at appropriate points. It would be for 4ps to agree with the promoter
precisely when these should occur. 

Regional input to approval decisions 

3.1.20 Once a scheme has been identified as a regional priority and an application for Programme Entry
has been submitted, the Department will keep the regional bodies informed of the schemeâs progress
through the approval system. 

3.1.21 Provided there are no significant changes to the scheme proposal e.g. in terms of cost or value for
money, it will be assumed that it remains a regional priority and the Department will not seek formal
regional view prior to approval decisions. 

3.1.22 However, the Department may ask the region to formally reconsider its support for a scheme in
circumstances such as the following:- 

A request for an increase in DfT funding above the amount set aside by the region; 
The funding is required in different years to those anticipated in the regionâs advice; 
a change in the scheme's vfm category; and/or 
any significant change in the scheme's design or expected benefits 
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GRIP stages for rail schemes 

3.1.23 Rail schemes that involve Network Rail will also be subject to their GRIP process. As a general
guideline, schemes should have Network Rail GRIP stage 4 before Programme Entry is considered. Full
Approval is equivalent to GRIP stage 5. 

Ongoing Monitoring 

3.1.24 The Department monitors progress on schemes through the Quarterly Monitoring Reports •QMRs‚,
which detail the current cost estimates and delivery timetable for the scheme. 

3.1.25 Promoters should submit these to the Department every quarter from the point at which a scheme is
prioritised in the RFA until the scheme's completion. Following Full Approval the QMR is included on
the Section 31 grant claim form. The requirement to submit a QMR continues, even in quarters where no
grant is being claimed, until the scheme is completed, and the final claim has been submitted to the
Department. Full information on the arrangements for claiming grants is in Chapter 5. Examples of the
forms are included at Appendix E. 

3.1.26 The Department may not ask for a QMR for schemes that are not scheduled to require grant more
than 4 years ahead. From Programme Entry onwards the requirement to submit a QMR will be a condition
of the Department's approval. 

3.1.27 The completed quarterly monitoring reports will also be made available to the regional bodies
when they are submitted to the Department. 

3.1.28 Promoters of PFI schemes do not need to submit these reports but should nevertheless supply
regular updates of progress to the Department. 

3.1.29 If a promoter identifies a cost increase between Programme Entry and Full Approval then, provided
that the QCE remains within the ASC •i.e. the increase in cost is no greater than the amount in the ARL‚,
they should simply adjust the profiles on the next quarterly monitoring report and adjust the Department's
contribution by no more than 50% of the increase. 

3.1.30 However if the QCE rises above the ASC, or there are any material changes to a scheme's design,
expected benefits or scope, the promoter will be obliged, as a condition of Programme Entry and any
subsequent approval, to notify the Department immediately, without waiting for the next QMR. In these
circumstances The Department will then consider whether a reappraisal is required. 

3.2 Qualifying Criteria 

3.2.1 To qualify for consideration for major scheme funding a scheme must, in almost all cases, meet all
the following criteria:- 

it must be promoted by an LTP authority or Metropolitan District as lead partner; 
it must have been prioritised by the appropriate regional bodies within the relevant Regional Funding
Allocation •although see para 0 for PFI schemes‚; 
the requested DfT contribution should be consistent with the spend profile and within the total
amount endorsed for the scheme by the region through the RFA process; 
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it should be supportive of, and aligned with, the promoting authorityâs Local Transport Plan and in
most cases should have already been identified within the LTP; 
it must be supported by a local contribution of at least 10% of the total scheme cost, or a sum
equivalent to no less than 100% of the authority's IT Block in the year which Programme Entry is sought,
whichever is the smaller.  For schemes involving more than one local authority the total of all the relevant
IT Block allocations will be taken into account.  This contribution must be underwritten by the Local
Authority. 
new light rail schemes must be supported by a local contribution of at least 25% of the total scheme
cost; and 
It must have a total scheme cost of at least Â£5 million, or otherwise be above the thresholds in
paragraph 0. 

3.3 Programme Entry 

Applying for Programme Entry 

3.3.1 An authority can submit to the Department an application for Programme Entry for a scheme that
meets the above Qualifying Criteria at a time commensurate with delivery in line with the schemeâs
indicative RFA spending profile. The application should be supported by a MSBC as described in Chapter
4. 

3.3.2 Applications for funding of schemes within the PFI Streetlighting and Road Maintenance
programmes may be made only in response to a specific invitation from the Department. 

3.3.3 All applications for initial approval •normally Programme Entry‚ should also be made with a MSBC
application form. The current version of this form is at Appendix A. Promoters are advised to download
the latest version from the DfT website. As part of the MSBC, promoters should also submit electronic
versions of the key appraisal forms •e.g. TEE, AST tables etc.‚ using the versions available on the website
as Appendix F to this guidance. 

3.3.4 Promoters should also include the checklist at Appendix B which lists the essential components of a
Major Scheme Business Case as detailed in Chapter 4. 

Handling of Programme Entry applications 

3.3.5 It is rare that a MSBC can be accepted in full without the Department needing to request further
information, evidence or clarification on various points. The more complete and robust the initial business
case, the sooner a decision may be reached by the Department. Nevertheless the Department appreciates
the need to provide a greater degree of certainly to promoters on the expected time it will take to reach a
decision. 

3.3.6 It is also important that promoters play their part by giving due notice of submission of a MSBC, by
ensuring that the MSBC has all the information set out in Chapter 4 and that the scheme meets the
conditions necessary for Programme Entry as set out in paragraph 3.3.20. 
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3.3.7 Because of the inherent complexity of most schemes, the considerable variations between different
types of scheme, and the influence of external factors, it would be impossible to set a standard target time
for decision making that would apply across the board. In the interests of transparency, however, the
Department therefore is proposing the following framework:- 

Advance Notice of MSBC submission 

3.3.8 The assessment of a MSBC is resource intensive and to enable the Department to plan efficiently
and provide timely responses to MSBCs the Department asks that promoters should give at least 4 weeks
formal notice of an impending MSBC submission. 

Compliance Check 

3.3.9 Within 3 weeks of receiving a bid the Department will undertake a simple âcompliance checkâ to
ensure that the MSBC is a valid application for funding and will confirm to the authority whether or not
the MSBC has been accepted for consideration •see paragraph 3.2.1‚. 

3.3.10 A MSBC may not be accepted in circumstances such as the following:- 

the scheme fails to meet any of the qualifying criteria set out in section 3.2; 
the MSBC has been submitted too early, with respect to the schemeâs RFA profile;. 
The MSBC omits significant amounts of the information described in Chapter 4. 

3.3.11 If the application is not accepted for consideration, the Department will inform the authority, and
will invite the authority to resubmit it once the relevant issues have been rectified, if this is possible. 

Requests for further information or clarification 

3.3.12 Once the MSBC has been accepted for consideration the Department will undertake an initial
assessment of it. It is usually necessary for the Department to seek further information, evidence or
questions of clarification from the authority on various aspects of scheme bids. Within 4 weeks of
acceptance of the MSBC for consideration the Department will aim to submit to the authority a
comprehensive list of initial questions, requests for further information, and notification of any issues that
would need to be resolved before Programme Entry could be considered. 

3.3.13 In addition there may be cases where, for example, the Department considers that further modelling
is required or additional evidence needs to be gathered, to provide the necessary degree of confidence in
the value for money of the scheme. 

3.3.14 In doing so the Department will ask the authority to estimate how long it will take them to provide
a full response and resolve all the issues raised. 

Final Decision 

3.3.15 Once all the necessary questions have been answered to the Departmentâs satisfaction and the
necessary information has been supplied, the Department will endeavour to make a decision on
Programme Entry within 8 weeks. 
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3.3.16 The illustrative example below indicates how a decision would be expected 26 weeks after
submission of the MSBC to the Department. 

Event Weeks Cumulative 

MSBC submitted   0 

Scheme accepted for consideration 3 3 

DfT requests additional information or clarification 4 7 

Issues resolved to the Departmentâs satisfaction 11 18 

Final Decision 8 26 

  

3.3.17 The assumption in this case is that the Departmentâs initial questions and any information requests
would be resolved to its satisfaction within 11 weeks of the initial request. 

3.3.18 It is stressed that this stage is the most variable, depending on the nature and complexity of the
scheme, the quality and completeness of the MSBC submitted, and the speed of the local authority's
response to questions. Clearly early engagement on complex issues such as modelling proposals •see
Section 2.16‚ will help to ensure that the length of this stage in the process is minimised. 

3.3.19 For project planning purposes, when predicting when a new scheme might be expected to require
funds, the Department would advise that a standard assumption of 6 months between submission of the
MSBC and Programme Entry should be made. Regions should however be aware of the potential for this
to be exceeded for schemes with particularly complex or contentious issues. 

Assurance required to grant Programme Entry 

3.3.20 In order to grant Programme Entry the Department will expect to be satisfied that the scheme
proposal:- 

represents value for money.  Normally this will mean medium or high vfm •see section 2.6‚; 
is based on robust cost estimates; 
is affordable within the relevant Regional Funding Allocation •except PFI schemes‚; 
has the necessary funding commitments in place •from the local authority and third parties‚ to
support the non-DfT funded elements; 
•for PFI schemes‚ includes a firm undertaking by the local authority to make the necessary financial
commitments under the proposed PFI contract; 
is deliverable by the authority to time and budget; 
does not expose the Department to any unacceptable financial, reputational or delivery risks; 
•for schemes with total cost Â£50m or more‚ has been subject to an appropriate Gateway review or
has a review planned; 
•for rail schemes‚ is supported by a Network Rail 'letter of no objection' and the commitment of the
relevant TOC•s‚ to deliver the required services; and 
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includes an evaluation plan that will determine whether the predicted key benefits are realised. 

3.3.21 This list is not exhaustive. There may be other factors relating to specific schemes on which the
Department will require assurance before granting Programme Entry. 

What does Programme Entry signify? 

3.3.22 The approval of a scheme for Programme Entry indicates the Department's present intention to
provide funding towards the construction of the scheme, provided there are no significant changes to it,
and subject to a satisfactory MSBC being provided at each subsequent approval stage. 

3.3.23 When granting Programme Entry the Department will confirm four figures: 

The Quantified Cost Estimate •QCE‚ 
The Approved Scheme Cost •ASC‚ 

Both of which refer to the cost of the scheme inclusive of all contributions and are defined at section 2.7.3. 

The Departmentâs Intended Contribution •the Department's share of the QCE‚ 
The Maximum Departmental contribution  •the Department's maximum share of the ASC‚ 

3.3.24 Programme Entry is granted subject to there being no increase in cost beyond the ASC and no
material changes to the scheme's scope, design or expected benefits. 

3.3.25 Programme Entry is not a commitment that funding will be provided, nor to the timing of any
agreed contribution, either of  which may be subject to further consideration of affordability within
Regional Funding Allocations. 

3.3.26 Programme Entry status is intended to provide the expectation of funding necessary in order for the
authority to apply for any statutory powers that may be required such as Transport and Works Act powers,
highways orders, planning consents, compulsory purchase orders etc. 

3.3.27 Programme Entry will be granted subject to certain terms and conditions. Typically these will be as
set out in the standard Programme Entry letter at Appendix C. The Department reserves the right to vary
or add to these terms and conditions as appropriate in individual cases. 

What happens after Programme Entry? 

3.3.28 The Department will set up an Inception Meeting with the authority. The aim of this meeting is:- 

for the Department to be assured that the appropriate delivery mechanisms and project management
systems are in place to ensure effective delivery to time and budget; 
for both parties to agree a timetable for the progression of the scheme to come forward for
consideration for Conditional and Full Approval. 

3.3.29 At least two weeks prior to the meeting the promoter will need to supply updated versions of the
project management information supplied in the original MSBC, together with some additional
information. 
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3.3.30 At the inception meeting the timing and frequency of any follow-up meetings will be agreed. 

3.3.31 When granting Programme Entry the Department will confirm either that it is content with the
evaluation plan submitted as part of the MSBC or will specify any required changes for the evaluation
plan to be submitted with the MSBC for Conditional Approval. This may include specific requirements in
respect of the particular indicators that need to be measured, the frequency of data collection or timing of
evaluation reports to the Department. 

3.3.32 The authority will be required to supply quarterly monitoring reports to the Department and notify
the Department immediately in the event of the estimated cost exceeding the ASC or of any material
changes to the scope, design or expected benefits of the scheme. 

3.3.33 Promoters will be required to also continue to liaise closely with the Statutory Environmental
Bodies in order to ensure that environmental issues identified at Programme Entry stage are being
satisfactorily addressed and appropriate mitigation measures introduced. 

Withdrawal of Programme Entry 

3.3.34 As described above Programme Entry signals the Department's present intention to provide
funding for a scheme. The Department may in certain circumstances decide that it no longer intends to
fund a scheme and effectively withdraw Programme Entry status. 

3.3.35 These circumstances may include the following:- 

the promoting authority fails to meet the requirements set out in the letter granting Programme Entry; 
a bid for Conditional •or Full‚ approval is not made in accordance with the timetable agreed between
the promoter and the Department following the inception meeting OR the scheme's development is
delayed to such an extent that it becomes impossible to meet the timetable; 
if there is an increase in the QCE and the required local contribution to the increase •normally 50%
up to the ASC and 100% beyond it‚ cannot be met by the promoting authority or by any other
funding source or by adjusting the scope of the scheme; 
in the event of any other material changes to the scope, design or expected benefits of the scheme,
particularly where such changes would alter the value for money of the scheme. 

3.3.36 The view of the appropriate regional bodies will be sought before Programme Entry is withdrawn
for any reason. The region may consider whether, if Programme Entry is withdrawn, it wishes to retain
provision for a revised scheme within its Regional Funding Allocation, having, in effect, the same status
as schemes for which a MSBC has not yet been received. In this case the promoter will be able to submit a
new MSBC for consideration in the same way as a new bid. However, the Department will wish to discuss
with the region whether this is a reasonable course of action. The Department will need to be assured that
the problems or delays which led to the scheme's exit from the programme have a reasonable prospect of
being resolved. 
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3.4 Conditional Approval 

Applying for Conditional Approval 

3.4.1 Promoters may apply for Conditional Approval once all necessary statutory powers are in place and
any necessary conditions specified in the Programme Entry •or Provisional Approval‚ letter have been
satisfied. 

3.4.2 Bids for Conditional Approval must be supported by an updated MSBC in line with Chapter 4. This
includes schemes which were granted Provisional Approval prior to the introduction of the MSBC format. 

3.4.3 If statutory powers are not required or are already in place, promoters may apply directly for
Conditional Approval provided that all the qualification criteria for new scheme bids have been met •see
section 3.2‚ and the MSBC meets the requirements for Programme Entry and Conditional Approval. 

3.4.4 Some schemes with Programme Entry may skip the Conditional Approval stage if procurement has
already taken place and the main costs of the scheme have been confirmed, as would normally be the case
with Early Contractor Involvement. 

3.4.5 50% of the eligible preparatory costs properly incurred between Programme Entry and Conditional
Approval may be claimed from the Department when submitting a MSBC for Conditional Approval. The
formal claim should be submitted separately from the MSBC. It may be submitted at the same time as the
MSBC but not before. 

Handling of Conditional Approval Bids 

3.4.6 As with bids for Programme Entry it may be necessary for the Department to seek further
information and clarification from the authority on various aspects of scheme bids, depending on the
quality and completeness of the MSBC. The Department will aim to confirm acceptance of the CA
application within 2 weeks and submit a full list of questions within 4 weeks of receipt of the application. 

3.4.7 The time taken to assess Conditional Approval bids will be dependent on the time since Programme
Entry •or Provisional Approval‚ and the extent to which the scheme has changed since then. 

3.4.8 For schemes that were initially submitted for Programme Entry in the MSBC format •since April
2005‚ and for which there is no significant change to the costs, scope or expected benefits of the scheme,
and where the scheme is under Â£50m, the Department would expect to make a decision on Conditional
Approval within 6 weeks of the application. However for schemes that gained Provisional Approval more
than 3 years previously and where there has been significant changes to costs or other factors the
Department might expect to scrutinise the bid to a similar degree as a new bid for Programme Entry, in
which case up to 6 months may be required. As with Programme Entry decisions, this is dependent on
promoters responding in a timely manner to the Departmentâs requests for further information or
clarification. 

3.4.9 For the purposes of project planning and predicting RFA spend the Department advises that a
standard assumption of 3 months should be made from the application for Conditional Approval to a
decision. 
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3.4.10 However regions and promoters are advised to take the factors described above into account and
may decide on a shorter or longer assumption. The Department will provide further advice on a scheme by
scheme basis, where possible. 

Assurance Required to grant Conditional Approval 

3.4.11 Conditional Approval will be given when the Department is satisfied that: 

the assurances sought at Programme Entry •as per 3.3.20 above‚ continue to apply •e.g. scheme
remains value for money, deliverable, affordable etc‚; 
the necessary statutory powers have been obtained; 
the promoter has a robust procurement strategy in place and, where necessary, supplier assessment
and market evaluation has been undertaken; 
the arrangements for evaluation and monitoring are satisfactory; 
•for schemes with total cost of Â£50m or more‚ the scheme has been subject to Gateway 1 and 2
reviews with any necessary remedial action having been taken in respect of any 'Red'
recommendations - this must be certified by the Section 151 Officer; 
•for PFI schemes‚ PRG approval has been granted •see 3.1.13‚. 

3.4.12 This list is not exhaustive. There may be other factors relating to specific schemes on which the
Department will require assurance before granting Conditional Approval. 

What does Conditional Approval signify? 

3.4.13 Conditional Approval is a firm undertaking by the Department that Full Approval will be granted
and funding provided, subject to a small and limited number of conditions, typically that:- 

the QCE does not exceed the ASC following the tender process and the necessary funding
commitments of the local authorities and any third parties remain in place; 
the allocation and scale of financial risks between the public and the private sector does not change; 
the tender prices, and other scheme costs, are firm and fixed for the life of the project or are as
secured as is reasonably possible; 
the scheme will be submitted for Full Approval within a certain period agreed between the
Department and the authority; 
a Gateway 3 review will be carried out for schemes with a total cost •QCE‚ of Â£50m or more. 

3.4.14 A standard Conditional Approval letter is at Appendix C. The Department reserves the right to vary
or add to these terms and conditions as appropriate, depending on the individual characteristics of the
scheme. 

What happens after Conditional Approval? 

3.4.15 After Conditional Approval, the QMRs must continue to be completed and submitted to the
Department. 
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3.4.16 The authority will remain obliged to notify the Department immediately in the event of any
changes to total scheme costs or to the scope, design or expected benefits of the scheme. 

3.4.17 An inception-type meeting •see paragraph 0‚ may be held if a scheme has gone directly to the
Conditional Approval stage, or of a long period has elapsed since Programme Entry. 

Withdrawal of Conditional Approval 

3.4.18 Conditional Approval, and therefore the Department's commitment to fund the scheme, may be
withdrawn if:- 

the promoting authority fails to meet the specified terms of Conditional Approval; 
a bid for Full Approval has not been made in accordance with the timetable set out in the bid for
Conditional Approval; 
if the expected scheme cost rises above the QCE and the required local contribution to the increase
•normally 50% up to the ASC and 100% beyond it‚ cannot be met by the promoter or by any other
funding source or by adjusting the scope of the scheme; and/or 
in the event of any other material changes to the scope, design or expected benefits of the scheme,
particularly where such changes would alter the value for money of the scheme. 

3.4.19 The view of the appropriate regional bodies will be taken into account before Conditional Approval
is withdrawn for any reason. Depending on the circumstances of the situation it may be appropriate for the
scheme to revert to Programme Entry status in which case a fresh bid for Conditional Approval will be
invited. Alternatively the scheme may be removed from the Programme entirely. 

3.4.20 If the scheme reverts to Programme Entry the region will be asked to reschedule the scheme within
its Regional Funding Allocation. If the scheme is removed from the Programme, the region will be asked
to consider whether it wishes to retain and reschedule the scheme within its Regional Funding Allocation.
In this case the promoter will be able to bid again for Programme Entry for a revised scheme bid. The
Department will treat this as a new bid and will expect a new MSBC. The Department will of course need
to be assured that the problems or delays which led to the withdrawal of Conditional Approval have been
addressed and resolved, and would expect the region to require a similar assurance before re-prioritising
the scheme within the RFA. 

3.5 Full Approval 

Applying for Full Approval 

3.5.1 Promoters may apply for Full Approval once tenders have been received and a preferred bidder has
been selected with firm and final prices, and any necessary conditions specified in previous approval
letters have been satisfied. 

3.5.2 If the scheme involves multiple procurements then the precise conditions for a Full Approval bid
will have been specified in the Conditional Approval or Programme Entry letter or in subsequent
correspondence. Any costs outside the main contract should also be as firm as possible at this stage. 
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3.5.3 Bids for Full Approval must be supported by an updated MSBC in line with the requirements set out
in Chapter 4. In most cases there should be little change from the MSBC submitted at Conditional
Approval. However it is important that the promoting authority confirms that its contents remain current. 

3.5.4 If the Programme Entry or Conditional Approval stage has been skipped then the MSBC
requirements relating to those stages should also be satisfied. 

3.5.5 50% of the eligible preparatory costs properly incurred between Conditional Approval and Full
Approval •or between Programme Entry and Full Approval if the Conditional Approval stage has been
skipped‚ may be claimed from the Department when submitting a MSBC for Full Approval. The formal
application for preparatory costs should be submitted at the same time as the MSBC. 

Handling of Full Approval bids 

3.5.6 The Department's initial scrutiny of the Full Approval bid will be limited to checking that the
conditions of Conditional Approval have been met. If they have, then Full Approval will be granted. 

3.5.7 The Department is aware that tender prices will have an expiry date and will make all possible
efforts to make a decision on Full Approval before that date. If the conditions of Conditional Approval
have been met and the Department fails to make a decision before tender prices expire, for reasons
unconnected with the promoterâs acts or omissions, then it will normally consider favourably any request
to fund the cost of any reasonable increase in tender prices to the extent the increase is directly attributable
to the Departmentâs delay, even if this exceeds the Maximum Departmental Contribution. However the
Department will not be responsible for any delays due to the promoting authority's failure or delay in
providing the necessary information. 

3.5.8 If the conditions of Conditional Approval have not been met •e.g. the QCE has increased above the
ASC‚ then a decision may not be possible before the expiry of tender prices. In these circumstances the
Department will not expect to fund any subsequent increase in cost. 

3.5.9 For the purposes of project planning and predicting RFA spend the Department advises that a
standard assumption of 1 month should be made from the application for Full Approval to a decision. 

Assurance Required to grant Full Approval 

3.5.10 Full Approval will be given when the Department is satisfied that the conditions specified at
Conditional Approval have been satisfied. For schemes that have skipped the Conditional Approval stage,
Full Approval will be granted when the  Department has the assurances set out in paragraph 3.4.11 •with
the exception of the third bullet point‚ provided that the scheme costs are based on a firm tendered price
from a preferred bidder.    

3.5.11 If the conditions specified at Conditional Approval have not been met, then the Department will no
longer be under a commitment to award Full Approval and to fund the scheme. It may still do so,
however, if satisfied that the assurances sought at Programme Entry and/or Conditional Approval continue
to apply •e.g. that the scheme remains value for money, deliverable, affordable etc‚. 
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3.5.12 Before granting Full Approval the Department will require a certification from the Section 151
officer that the authority accepts responsibility for meeting all further cost increases •see paragraphs
2.7.17 to 2.7.21‚. If there are any outstanding issues that the Department considers may continue to
represent a risk to the cost of the scheme, then the Department will ask that the Section 151 Officer
certification is made in full knowledge of those risks. 

3.5.13 If the QCE has increased above the ASC since Conditional Approval •or since Programme Entry if
Conditional Approval has been skipped‚ the Department may require a reappraisal of the scheme. 

What does Full Approval signify? 

3.5.14 Full Approval is the Department's confirmation that the specified funds are available to deliver the
project as set out in the MSBC and that work can commence. 

3.5.15 The Department will confirm its agreed total contribution to the scheme, including an indication of
how much of the contribution is expected to be provided each financial year. At this point that figure
becomes a funding cap, even if it is less than the Maximum Departmental Contribution identified at
Programme Entry. Any further increases in the Department's contribution will be considered only in
exceptional circumstances •see paragraph 2.7.21‚. 

3.5.16 A standard Full Approval letter is at Appendix C. This will include certain terms and conditions.
The Department reserves the right to vary or add to these terms and conditions as appropriate, depending
on the individual characteristics of the scheme. 

3.5.17 The Department's confirmation of Full Approval will be followed by a grant award letter which
will set out the maximum level of grant available within the current financial year and the terms under
which grant is being provided, including the circumstances in which it may be cancelled or repayable.
These are distinct from the general conditions of Full Approval for the scheme as a whole. A new grant
award letter will be issued at the start of each financial year. The Department's current conditions of grant
are attached, however these may be reviewed from time to time. Specific schemes may be subject to
further, or other, or different grant conditions. See Chapter 5 for more information on grant claims. 

3.5.18 The availability of funds is conditional upon the scheme proceeding to the timetable agreed with
the Department and as set out in the MSBC. If there is more than two years delay to the delivery of a Fully
Approved scheme the Department reserves the right to revoke Full Approval. 

3.5.19 If, following Full Approval, it becomes clear to the authority that the scheme cannot be completed
within the available funding, and the Authority cannot guarantee to meet the shortfall, the authority must
notify the Department and stop incurring any further liabilities immediately. 

4 Structure of the MSBC - required contents of the five cases 
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4.1 Executive Summary and checklist 

4.1.1 All MSBCs should include an executive summary that outlines the key points from the scheme
description and the five 'cases' as detailed below. Promoters should also refer to the checklist at Appendix
B which lists the required contents of the MSBC as described in this Chapter. 

4.2 Scheme Description 

4.2.1 The MSBC should include a detailed physical description of the scheme, and the other appraised
option•s‚, including maps, scale diagrams and a written commentary. This description should set out
clearly each optionâs location, plan, characteristics and phases. It should set out clearly and in detail what
is within the scope of the defined scheme. This is particularly important for schemes that are composed of
a package of measures •e.g. area-wide bus priority improvements‚. If a highway scheme is proposed, the
scheme description should clearly outline which routes are affected; the junction types and their locations;
the scheme length and alignment; and link standards •e.g. single or dual carriageway‚. It is also important
that the description not only includes the scheme itself, but information on the surrounding areas which
the scheme affects. Promoters should bear in mind that the reviewer is unlikely to be familiar with the
area. Ordnance survey map references should be given for the assessed options. 

4.2.2 This scheme description should be updated at Conditional and Full Approval if there have been any
changes. If there have not, a statement to that effect should be included in the Conditional and Full
Approval bids. 

4.3 The Strategic Case 

4.3.1 The Strategic Case is essentially to describe the origin of the scheme, its objectives and to describe
where it sits amongst wider objectives and priorities. 

Strategic Case: Requirements for Programme Entry 

4.3.2 All scheme bids for Programme Entry will be expected to have the following information in the
Strategic Case: 

a clear indication of the problems the scheme is designed to address; 
the objectives of scheme; 
a description of the process by which the scheme came to be identified as the preferred option for
meeting those objectives; 
how the objectives of the scheme align with wider local objectives, particularly those of the relevant
Local Transport Plan; 
how the objectives of the scheme align with sub-regional and regional objectives, •except for
schemes of predominantly local significance‚. 

4.3.3 A clear description of the relevant problems should be provided, including a summary of the area's
socio-economic characteristics. Where possible, quantitative evidence of problems should be provided, for
example using modelled or observed data to compare to thresholds to enable a geographic display of
conditions 
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4.3.4 It is important that the Strategic Case should contain a clear statement of the objectives of the
scheme. It is not sufficient to say that the scheme is designed to meet the transport objectives of the LTP,
although this is important. The specific objectives of the scheme itself should be clearly articulated. 

4.3.5 It is also important to 'tell the story' about how the scheme came to be identified as the preferred
solution for the identified objective •see section 2.5‚. The bid should list all the options that were
considered and provide reasons why some were rejected, describe any analysis carried out to inform this
process, list shortlisted options and describe the process by which the preferred option came to be
identified. You should make reference to the involvement of stakeholders in this process, although the
main stakeholder analysis should be included in the Delivery Case •see section 4.5‚ . 

4.3.6 Major scheme bids should be explicit about how they would help to deliver LTP targets and to what
extent targets could be stretched were the scheme to be funded. The Department recognises that this will
not be relevant for some smaller schemes e.g. a village bypass in a large county would not be expected to
have a significant impact on LTP targets. On the other hand, a major bus corridor improvement scheme in
a unitary authority would. Where the benefits of a scheme would only be realised in a subsequent LTP
period, bids should make reference to the potential of the scheme to meet the longer term objectives of the
authority. 

4.3.7 Where relevant the Department will expect the Strategic Case to describe how the scheme's
objectives align with regional priorities as defined in the Regional Transport Strategy and the Regional
Spatial Strategy. However, the Department recognises that some smaller local schemes may not be able to
demonstrate regional significance. If this is the case this should be explained and any alignment with
wider •e.g. sub-regional‚ objectives explained. 

4.3.8 Bids should also demonstrate alignment with other relevant strategies. For example bus based
schemes should make reference to quality partnerships and/or contracts where appropriate particularly
where these will be important to ensure the scheme meets its objectives. 

4.3.9 Bids should also demonstrate how scheme objectives are in alignment with non-transport objectives
such as housing, economic development and regeneration and highlight any conflicts. 

4.3.10 Although the scheme will need to have already been given endorsement by regional bodies, it is
important that the MSBC should include written statements of support from regional bodies such as the
Regional Transport Board, Regional Assembly and/or Regional Development Agency. It is important to
demonstrate the extent and nature of regional support for the bid in its full and final form, recognising that
the original regional prioritisation will probably have been given before the full MSBC was worked up. 

4.3.11 If the funds requested from the Department are higher than, or at a significantly different time
period from, the regional advice, the Department will expect the region directly to re-confirm its support
for the scheme and demonstrate how the revised costs and/or profile can be accommodated within the
RFA. If this is not provided at the time the MSBC is submitted it may not be accepted for consideration
•see 3.2.1‚. 
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Strategic Case: Requirements for Conditional and Full Approval 

4.3.12 The Strategic Case will be unlikely, in most cases, to require any updating at Conditional or Full
Approval unless the local or regional policy context has shifted considerably, for example if a revised
Regional Spatial Strategy has been produced. 

4.3.13 However, even if little has changed, the MSBC at Conditional and Full Approval should include
positive confirmation that the Strategic Case remains valid. 

4.3.14 A Strategic Case is required for schemes that were granted Provisional Approval before the
introduction of the MSBC format. Any relevant text can be reproduced from the original scheme bid •the
'Annex E'‚ provided that it contains the necessary information and remains valid. 

4.3.15 If the funds requested from the Department are higher than, or at a significantly different time
period from, the most recent regional advice, the Department will expect the region directly to re-confirm
its support for the scheme and demonstrate how the revised costs and/or profile can be accommodated
within the RFA. 

4.4 The Value for Money Case 

4.4.1 It is the promoting authority's responsibility to construct a robust appraisal of the proposed scheme.
The detailed appraisal requirements for major schemes are set out in WebTAG •Transport Analysis 
Guidance‚. While the appraisal principles apply equally to all schemes submitted to the Department for
funding, the level of detail required in the appraisal should be proportional to the scale and complexity of
the scheme. 

4.4.2 This section of the guidance summarises some of the main requirements described in WebTAG but
it is not a substitute for using WebTAG directly. 

4.4.3 Promoters should follow the detailed guidance set out in WebTAG unit 3.9 and should ensure they
follow any other WebTAG guidance units relevant to their scheme. A checklist of the most relevant
WebTAG and other guidance documents is provided at Appendix G. In particular, promoters should
follow WebTAG guidance to determine and undertake the most appropriate modelling approach •e.g. unit 
3.11 on the Specification, Development and Use of Models for Major Public Transport Schemes‚.
Promoters should seek the Departmentâs early advice it they are in any doubt as to the most appropriate
modelling approach. 

Value for Money Case: Requirements for Programme Entry 

NATA •New Approach to Transport Appraisal‚ 

4.4.4 The scheme should be assessed against central Government's five objectives for transport: 

environmental impact - to protect the built and natural environment; 
safety - to improve safety; 
economy - to support sustainable economic activity and get good value for money; 
accessibility - to improve access to facilities for those without a car and to reduce severance; and 
integration - to ensure that all decisions are taken in the context of the Government's integrated
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transport policy and other relevant policies. 

4.4.5 The assessment of the degree to which central Government objectives would be achieved is made
using the Appraisal Summary Table •AST‚ •see TAG Sub-Unit 2.7 Transport Appraisal and the New
Green Book‚. The five objectives are divided into sub-objectives. The AST should be supported by a short
summary of key impacts and accompanied by a series of worksheets, including the Transport Economic
Efficiency •TEE‚ tables •see TAG Unit 3.5 The Economy Objective‚. The Department expects to see
ASTs for the preferred, lower cost and 'next best' options as appropriate. 

4.4.6 A full set of worksheets and appropriate ASTs should be included in the MSBC for each of the fully
appraised options. The Department will expect to see evidence that sufficient analysis has been carried out
on discounted options to justify not taking them through to a full appraisal. The level of detail provided in
these ASTs and worksheets should be proportionate to the stage at which the option was discounted. For
smaller schemes •<Â£20m‚ non-quantified ASTs are sufficient for all options except the preferred and
low-cost option. For larger schemes the level of detail expected for discounted options may need to be
discussed with the Department. 

4.4.7 Guidance on how to complete the AST is provided in Detailed Guidance on Major Scheme
Appraisal in Local Transport Plans •TAG Unit 3.9‚. More detailed guidance may be found in The
Appraisal Process •TAG Unit 2.5‚. A checklist of the most relevant WebTAG and other guidance
documents are provided at Appendix G. Major schemes should be assessed at a level of detail consistent
with this guidance. Proportionality of assessment is important, however, and schemes may differ greatly
in terms of their impact, gross cost and funding sought. Accordingly, there may be some flexibility in the
level of detail required. Early contact with the Department should be made to discuss on a case-by-case
basis. 

4.4.8 To enable the Department to check the modelling and forecasting methodology and the economic
analysis, promoters should submit all the relevant material detailed in the value for money section of the
MSBC checklist at Appendix B. Any omissions from that list should be agreed with the Department prior
to submission. 

4.4.9 Electronic versions of the tables described in this section •TEE tables, ASTs etc.‚ should be used and
submitted along with the MSBC to enable the Department to collect such information in a consistent
manner. Blank versions of these forms are available at Appendix F. 

Wider analysis 

4.4.10 Where regeneration constitutes an important element of the justification for a scheme, then
promoters should always discuss the need for an Economic Impact Report •EIR‚ with the Department well
in advance of submitting a MSBC.  It is expected that as part of the follow up to the Eddington report,
greater consideration will need to be given to the wider economic impacts of a scheme, such as the
impacts on labour markets and productivity. 

4.4.11 Three issues do not fit easily within the AST, but are equally important to the justification of a
proposal and should be included in the appraisal: 
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distribution and equity; 
affordability and financial sustainability •including any longer term effects on operating costs or
subsidy requirements‚; and 
practicality and public acceptability. 

4.4.12 See TAG Unit 2.5 for further information on how to conduct an analysis of these impacts. 

Value for Money Case: Requirements for Conditional Approval 

4.4.13 The degree to which appraisal work needs to be revised or augmented depends upon the extent to
which the design, route and costs have changed since Programme Entry •or Provisional Approval‚. 

4.4.14 Where there have been no changes since the previous approval stage in scheme costs, scheme
design and other relevant factors •for example no significant change to the Do Minimum‚, it may not be
necessary for the MSBC to include revisions to the NATA appraisal. In such cases promoters should
contact the Department to determine requirements, which may depend upon any conditions stipulated in
the most recent approval letter, and the extent to which the Department's appraisal methods and guidance
have changed. The Business Case should, however, clearly confirm that no material scheme changes have
occurred, and then attach the material •AST, worksheets, TEE tables etc‚ from the previous submission. 

4.4.15 Major changes in costs or scheme design will generally require a full re-appraisal.  In these cases
the Department would normally expect, both electronically and on paper, an updated appraisal of the
scheme economics using the latest guidance on WebTAG, in particular incorporating the move from a 30
to 60 year appraisal period where applicable, and revised economic parameters.  In order to review
changes to the modelling  methodology and economic benefits the Department will require a full set of
documentation, as set out in the value for money section of the MSBC checklist at Appendix B. 

4.4.16 An updated AST should incorporate the revised economics and any other changes in scheme
impacts which have been identified since the scheme was originally submitted. If revisions include any
significant beneficial or adverse impacts revised worksheets and supporting material should be provided.
Relevant information from Environmental Impact Assessments could be provided.  It is also useful to
have an environmental constraints map if, in the case of a road scheme, the route passes through sensitive
sites or areas. Details should be provided of any environmental mitigation measures agreed with the
Statutory Environmental Bodies. 

Value for Money Case: Requirements for Full Approval 

4.4.17 In cases where the conditions set out at Conditional Approval have been met, no updating of the
Value For Money Case is necessary. However the Department will still require a revised set of proforma
to reflect any change in scheme costs. For schemes where the Conditional Approval stage has been
skipped, or where the conditions set out at Conditional Approval have not been met, the requirements that
relate to Conditional Approval as set out in paras 4.4.13 to 4.4.15 will apply to Full Approval. 
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4.5 The Delivery Case 

4.5.1 The object of the Delivery Case is to demonstrate how the promoting authority intends to deliver the
scheme. It is important to demonstrate that sound Project and Programme Management principles are
being applied. The Delivery Case should cover the whole of the project/programme up to completion and
benefits realisation and not just the approval stages. 

4.5.2 The information and documentation requested in the delivery case is no more than a description of
the processes and procedures that promoting authorities would ordinarily be expected to have in place
when planning and delivering major construction projects. General principles of the approach to Project
and Programme Management are set out in section 2.9. 

4.5.3 The Department does not prescribe the use of any particular project management methodology. The
key issue is not the specific methodology employed, it is whether the Delivery Case meets the
requirements of this guidance. 

4.5.4 It is important that promoters consider whether their scheme is a project or a programme, as the
optimum delivery arrangements will differ. Typically discrete construction projects such as a by-pass or a
new bus station will be projects, whereas Urban Traffic control •UTC‚ or bus priority schemes with
multiple procurements would generally be treated as programmes. 

4.5.5 The most important areas in the delivery case are: 

Governance: - to establish who is responsible for delivering the scheme, the roles and
responsibilities of those involved, and how key decisions are made. 
Project Planning:- to demonstrate that a clear project plan has been drawn up with timescales and
key dependencies identified. 
Risk Management:- to demonstrate that the key risks have been identified and costed and are being
reviewed, managed and mitigated where possible. 
Stakeholder Management:- to demonstrate that the key stakeholders and their interests have been
identified and engaged as appropriate. 
Evaluation/Benefits Realisation:-  to demonstrate an evaluation plan that includes clear objectives,
methodology, management and reporting arrangements and an overall timetable. 

Delivery Case: Requirements for Programme Entry 

4.5.6 In bids for Programme Entry the Department will not expect project teams and structures to have
already been set up, but will need a clear statement of intent - how the promoter intends to ensure delivery
- and readiness. It is not sufficient to say 'we'll think about project management once we have Programme
Entry'. Once Programme Entry has been granted the Department will expect the project structure to be
formally set up. In most cases an 'inception meeting' will be arranged and more detailed and developed
project management information will be requested •see paragraph 3.3.28‚. 

Governance 
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4.5.7 The MSBC should, at Programme Entry stage, have a named Senior Responsible Owner •SRO‚ - the
person who will have ultimate responsibility for ensuring delivery to time and budget. Also known as the
Project Owner in some methodologies. 

4.5.8 The proposed Governance Structure should be set out in a way that describes the intended roles and
responsibilities of the SRO, Steering Group, Project Manager, Project Board etc. This should ideally be
illustrated by a diagram. It is important that the SRO carries the necessary delegated authority to ensure
effective delivery. 

4.5.9 The Department would not necessarily expect the Project Board to have been already set up prior to
Programme Entry, but bids should be clear about the intended composition, particularly for multi-agency
projects. If any individuals have yet to be identified it should be clear from the Business Case the level of
the post and the knowledge and experience considered necessary to fulfil each role. 

4.5.10 Bids should indicate the level of resources to be devoted to the scheme i.e. what is the size and
skills mix of the intended project team? To what extent are these available within the authority? How
many full time officers or consultants will be involved? 

4.5.11 The MSBC should also set out how Governance Arrangements are expected to change through the
life of the project/programme. 

Project Plan 

4.5.12 A detailed project plan •typically in GANTT chart form‚ with milestones should be included,
covering the period from Programme Entry to scheme completion. The definition of the key milestones
should be clear and explained on a separate sheet if necessary. The Critical Path should be identifiable and
any key dependences •internal or external‚ should be explained. 

4.5.13 The milestones should include key dates relating to statutory orders •planning permission,
publication of the relevant statutory orders, public inquiry‚, detailed design and procurement, the
Departmentâs approval stages, gateway reviews •if applicable‚, start of advance works, start of main
works, and opening of scheme. 

4.5.14 Promoters should allow sufficient time for the Departmentâs decision following the submission of a
MSBC at each approval stage. The starting assumption should be to allow 6 months for a decision on
Programme Entry, 3 months for Conditional Approval and 1 month for Full Approval. The rationale
behind these is explained within Sections 3.3 to 3.5. These are planning guidelines only and may vary
from scheme to scheme. The Department will advise, wherever possible if these are inappropriate for any
particular scheme. If two Approval Stages are being combined the longer period will apply. 

Risk Management 

4.5.15 All schemes should undertake a thorough Quantified Risk Assessment •QRA‚ and include a
detailed Risk Register in the MSBC. The QRA should be proportionate to the nature and complexity of
the scheme. Promoters should follow the detailed guidance in TAG Unit 3.5.9 on how to conduct a QRA.
The MSBC should describe the process by which the risk register was developed. 
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4.5.16 Each risk should be articulated in terms of cause and effect, assessed in terms of likelihood, impact
and proximity, and necessary mitigation. Each risk should also be costed. It is important that each risk
should be assigned to an individual owner who is responsible for managing and mitigating the risk,
although this is not a requirement at Programme Entry, and be shown as either open or closed. 

4.5.17 For the biggest risks, a more detailed explanation of the mitigation and contingency measures
planned should be included. 

4.5.18 The results of the QRA feed directly into the scheme costings and the appraisal as described
elsewhere in TAG Unit 3.5.9. It is in promoters' interests that all relevant risks are identified and costed as
robustly as possible. 

4.5.19 As well as presenting the Risk Register as a document, it is important that the MSBC should
outline the promoter's ongoing plans for risk management. It should set out the process by which the risk
register will be maintained and reviewed regularly throughout the project, so that any new or previously
unforeseen risks may be identified, and the impact and likelihood of existing risks revised as appropriate.
It is also important to outline the process for risk escalation. 

Stakeholders 

4.5.20 Effective stakeholder management can be of critical importance in minimising difficulties or delays
later on in progressing statutory procedures or public consultation. 

4.5.21 The MSBC should clearly identify who the key stakeholders are, i.e. those whose active input or
support is necessary for the scheme to succeed, and include letters of support where necessary. These
could include other authorities, statutory consultees, landowners, transport operators, local residents,
utilities companies etc. 

4.5.22 This is particularly important where bus based schemes will require the support and involvement of
one or more operators and for rail schemes, where the support of Network Rail and, where appropriate, the
Train Operating Company•ies‚  is essential. 

4.5.23 The MSBC should include some analysis of wider stakeholders' importance to the scheme, the
potential impact of the project upon them, how important they are in order to help deliver the project, how
likely they are to support the scheme etc. 

4.5.24 The MSBC should make reference in particular to the views of stakeholders during the options
appraisal process and should state whether a public consultation has been, or is being, held and how the
results of public consultation have affected the final proposal. 

4.5.25 The MSBC should include a communication strategy to describe how the various stakeholders will
be kept informed and consulted, how closely they need to be involved and when. Key stakeholders may
warrant representation on the project board •e.g. a bus company whose participation is essential to the
success of a public transport scheme‚. Others may need to be consulted to varying degrees. For others
merely to be kept informed may be sufficient. 
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4.5.26 DfT should always be identified as a key stakeholder and the communication strategy should
include details on how and when promoters propose to engage with the Department between the formal
approval stages. 

4.5.27 Appropriate Statutory Bodies should be consulted throughout the design process of all schemes,
and their views should be sought in the process of option appraisal. In order to assist the Statutory Bodies
in their assessment, OS map references should be provided in the AST of the fully worked up options. The
MSBC should include evidence of consultation with Natural England, English Heritage and the
Environment Agency and include copies of letters from these bodies. 

Evaluation 

4.5.28 The MSBC should at this stage include an outline evaluation plan. 

4.5.29 As a minimum this should include a statement of the core evaluation objectives •i.e. what the
evaluation aims to find out‚. These should of course be based on the scheme's main objectives and the
most significant benefits predicted in the scheme appraisal, as well as any significant potential disbenefits.
The number of indicators to be measured will vary from scheme to scheme depending on the benefits
intended or predicted. Where possible, the evaluation should also aim to understand whether the scheme
has contributed to any wider benefits, outside the main focus of the scheme. 

Assurance 

4.5.30 For schemes with a total cost in excess of Â£50m the MSBC should confirm that an initial
Gateway Review has been already been carried out by 4ps, or is otherwise planned and should give dates.
In most cases this would be a Gateway 1. 

Delivery Case: Requirements for Conditional Approval 

4.5.31 For schemes that already have Programme Entry the requirements for updating the delivery case
are as follows. 

4.5.32 For schemes that gained Provisional Approval prior to the introduction of the MSBC format, or for
which Programme Entry stage has been skipped, a full Delivery Case is required that meets the combined
requirements of Programme Entry and Conditional Approval. 

Governance 

4.5.33 At Conditional Approval the Department would not necessarily expect the Governance
arrangements to have changed materially since the information provided to the Department at the
inception meeting. 

4.5.34 However promoters should include this information in the revised MSBC and detail where there
have been any changes, e.g. change to the composition of the project board, or the internal resourcing
arrangements. 

- 42 -

Department for Transport - Guidance for Local Authorities seeking Government funding for major transport schemes: Main document



Project Plan 

4.5.35 An up to date version of what was provided at Programme Entry stage should be provided, with a
commentary to explain any major changes. 

Risk Management 

4.5.36 An up to date version of what was provided at Programme Entry stage should be provided, with a
commentary to explain any major changes, particularly where risks have been downgraded, upgraded, or
where new risks have emerged. Individual risk owners should be identified for each risk. It is also
necessary to report how the risk management process has been undertaken since Programme Entry. 

Stakeholders 

4.5.37 An up to date version of what was provided at Programme Entry stage should be provided, with a
commentary to explain any major changes. In addition promoters should also include a commentary on
how the stakeholder management process has been undertaken since Programme Entry. Bids should detail
any changes to the expected involvement or support of any particular stakeholders. 

Evaluation 

4.5.38 An up to date evaluation plan should be provided with more detail on the precise management,
monitoring and reporting arrangements. For each evaluation objective, the plan should state what
indicators will be measured, how the data will be collected and how often. There should be a firm plan for
collection of baseline or âbeforeâ data if this has not already been undertaken. The evaluation plan should
also address any particular requirements specified by the Department following Programme Entry. 

4.5.39 The evaluation plan should also include a timetable with key dates for evaluation design, data
collection and reporting to the Department. These should also appear in the main project plan. 

4.5.40 The Department will normally expect an interim report shortly after the scheme is completed to
understand what issues the scheme is experiencing during its early phase, followed by a final report two to
seven years after completion. The precise timing of reports will vary from scheme to scheme. It is for the
promoter to propose and justify an appropriate reporting timetable. 

Assurance 

4.5.41 For schemes with a total cost of over Â£50m the revised MSBC should include confirmation by the
Section 151 officer that a Gateway 1 review has been carried out and any âRedâ recommendations
addressed, and that a Gateway 2 review has been carried out or is planned. The Gateway 2 review will
need to take place before Conditional Approval can be awarded. 

Delivery Case: Requirements for Full Approval 

4.5.42 When applying for Full Approval it is necessary only to confirm that the arrangements set out in
the bid for Conditional Approval still apply. 
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4.5.43 However it is important that an up to date project plan and risk register are supplied since these are
unlikely to be exactly the same. The risk register will be particularly important as the Department may
need to consider what the residual financial risks are even with a tendered price available. This is an
important element in determining whether the condition relating to the overall cost of the scheme has been
met. 

4.5.44 For schemes that gained Provisional Approval prior to the introduction of the MSBC format, and
for which the promoter is applying directly for Full Approval, a full Delivery Case is required that meets
the combined requirements of Programme Entry and Conditional Approval. 

4.5.45 For schemes with a total cost of over Â£50m the revised MSBC should include confirmation by the
Section 151 officer that a Gateway 2 review has been carried out and any âRedâ recommendations
addressed, and that a Gateway 3 review has been carried out or is planned. The Gateway 3 review will
need to take place before Full Approval is granted. 

4.6 The Commercial Case 

Commercial Case: Requirements for Programme Entry 

4.6.1 Bids for Programme Entry stage should indicate what the preferred procurement route is for the
scheme. e.g. traditional procurement, Early Contractor Involvement •ECI‚, framework agreements, PFI
etc. and an explanation of how and why this was identified as the preferred procurement route. •see
section 2.12‚ 

4.6.2 Where the procurement vehicle is likely to involve any sharing of design, construction, revenue or
maintenance risk, this should be identified. The Department will not expect the terms of risk sharing to
have been finalised before Programme Entry is granted, but the bids should indicate the promoting
authority's broad expectations for how these risks would be shared between the parties involved. 

4.6.3 Where ECI is the preferred option the bid should also include details of the intended contract type
and an explanation of the balance of risk this would entail between the promoter and the contractor. 

Commercial Case: Requirements for Conditional Approval 

4.6.4 At Conditional Approval the Department will expect the MSBC to contain a detailed procurement
strategy and for the particular contract type to be identified with an explanation of which risks would be
retained by the authority. 

4.6.5 The bid should also include a description of the contract management arrangements and how the
contractor will fit into the Governance and Project Management arrangements. 

4.6.6 For complex schemes the MSBC should also include an explanation of any actions taken to
investigate the capacity and appetite of the supplier market to deliver the specific requirement. 

4.6.7 For schemes that gained Provisional Approval prior to the introduction of the MSBC format the
Commercial Case should meets the combined requirements of Programme Entry and Conditional
Approval. 
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4.6.8 For PFI schemes the Commercial Case should comply with the additional requirements of PRG •see
3.1.11‚ 

Commercial Case: Requirements for Full Approval 

4.6.9 The MSBC at Full Approval should contain a description of the tender process with details of the
preferred supplier's offer. This should describe clearly the circumstances in which the contract price might
increase if not a fixed price contract. 

4.6.10 For PFI schemes the Commercial Case should comply with the additional requirements of PRG
•see 3.1.11‚. 

4.7 The Financial Case 

4.7.1 At the core of the Financial Case is a demonstration by the promoter that they have undertaken a
robust estimation of the schemeâs likely cost and have a firm strategy for funding that cost. Seeking a
funding contribution from the Department is part of that strategy but it cannot be the whole strategy. The
promoting authority should retain overall ownership of the financial package and should demonstrate that
they are equipped to take full responsibility for ensuring the financial security of the scheme as it
progresses. 

4.7.2 All of the estimated preparatory costs •costs between Programme Entry and Full Approval‚ should
be included in any calculations of total scheme cost. Promoters should count the local authorityâs 50%
share of these costs as part of the local contribution towards the scheme. 

4.7.3 Promoters should consult WebTAG unit 3.5.9 and follow its guidance on the estimation of scheme
costs before preparing the Financial Case of the MSBC. Like other WebTAG units this is not specific to
major scheme funding and so does not make reference to the concepts of the QCE, ASC etc. 

Financial Case: Requirements for Programme Entry 

4.7.4 The Departmentâs potential financial contribution to the scheme and its initial value for money
assessment will be determined on the basis of the scheme cost estimates made at Programme Entry. It is
therefore vitally important that scheme bids include comprehensive, robust and realistic estimates of
scheme costs and that these are presented in a clear and consistent way, compliant with WebTAG unit 
3.5.9. 

4.7.5 The total cost of the scheme â that is all costs from Programme Entry onwards that will make up the
QCE •see 2.7.3‚ - should be expressed in outturn prices. It should include the base cost of the scheme, plus
an allowance for risk, plus an allowance for inflation. It should not include any additional uplift for
Optimism Bias, although this will form part of the appraisal and will be used in the calculation of the ASC
•see paragraph 2.7.3‚. 

Base Cost 
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4.7.6 The total base cost of the scheme at current prices should be shown and should be broken down into
key headings such as land costs, design fees, advanced works, main works by item, etc. 

4.7.7 For schemes that combine discrete elements •e.g. park and ride site, link road, traffic management
measures‚, the costs associated with each element should be separately identified. 

4.7.8 Capital cost estimates should be: 

compared against benchmarks and, where possible, reflect market testing; 
supported by evidence of how the base cost estimates have been derived, and should be clear about
how the total cost has been made up from unit costs and quantities; and 
verified by an independent surveyor's report which should be included as an Annex to the MSBC. 

Inflation 

4.7.9 An allowance for inflation should be included in the Base Cost. Promoters should consider current
and forecast inflation from industry sources appropriate to the scheme and present the assumptions and
sources of evidence used. Realistic estimates for construction cost inflation will be crucial, and promoters
are encouraged to discuss these with the Department at an early stage. For any non-construction related
costs promoters may suggest other inflation assumptions but should be prepared to base them on sound
evidence. 

Risk 

4.7.10 All scheme costings should include an amount for risk, based on the results of a Quantified Risk
Assessment •QRA‚ which should be proportionate to the nature and complexity of the project. The risk
register and risk management strategy form part of the Delivery Case but the output of the QRA is an
important element of the financial case and also feeds into the Value For Money Case. WebTAG unit 
3.5.9 has detailed guidance on how to construct a QRA. 

4.7.11 The Department would expect the QRA to include cost risks associated with the impact of scheme
slippage, the risk of inflation rates being higher than predicted, cost risks associated with the purchase or
sale of land. 

Funding Package 

4.7.12 The total cost of the scheme •that will make up the QCE‚ should then be split, year by year, into the
funding requested from the Department, the contribution of the promoting authorities •each separately
identified‚ and the amount expected from any third parties. Estimates for preparatory costs prior to
•Conditional and‚ Full Approval should be included in separate columns. 
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Prep costs

between PE
and CA 

Prep costs
between CA

and FA 

Costs after FA 

Total Year
1 

Year
2 

Year
3 

Year
4 

Total Scheme Cost 
•QCE‚ 

Including inflation
and risk but
excluding OB 

              

DfT requested 
contribution  

Not more
than 50% of
above 

Not more
than 50% of
above 

        

Not more than 90%
of above •75% for
new light rail
schemes‚ 

LA contribution  
•separate line for
each LA‚ 

              

Third Party 
contribution  
•separate line for
each body‚ 

              

4.7.13 The total requested contribution from the Department must not exceed 90% of total scheme costs.
The requested contribution from the Department to costs between Programme Entry and Full Approval
must not exceed 50%. 

4.7.14 Where third party funding sources are identified as significant contributors to a scheme the bid
should include evidence that these financial contributions are confirmed and any conditions relating to
these contributions should be clearly stated. 

4.7.15 The Department is unlikely to approve schemes where significant financial contributions from
other sources have not been secured or appear to be at risk, unless there are robust contingency plans for
meeting the gap. 

Revenue funds 

4.7.16 Revenue funding is not available through the major scheme system. The promoting authority
should be able to demonstrate its ability and commitment to bear any ongoing costs for operation or
maintenance associated with the scheme. This is particularly important for schemes that will require a
significant revenue commitment •e.g. a park and ride bus service‚ in order to realise the intended benefits. 

Section 151 Officer sign-off 
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4.7.17 The Financial Case should be supported by the authority's Section 151 Officer •normally the Chief
Finance Officer‚ who should: •a‚ confirm the accuracy of the cost estimates and that they represent the
best estimates of cost based on the available information; •b‚ confirm that the authority has the means to
accept the financial liability of the scheme going ahead as per the current guidance, including a
commitment to meet the local authority contribution proposed. In the case of PFI this confirmation should
include a firm undertaking to make the necessary financial commitments under the proposed PFI contract. 
In the case of joint bids the declaration at part •b‚ should be signed by the Section 151 Officer of each
contributing authority. 

Financial case: Requirements for conditional approval 

4.7.18 The Department will expect revised cost estimates to have been prepared for Conditional Approval,
unless less than 12 months have elapsed since Programme Entry, and will expect to see evidence to this
effect in the MSBC. 

4.7.19 The information should be presented in the same format as for Programme Entry •see the table at
4.7.12‚ but with an additional line inserted to show the current QCE below the Programme Entry QCE. 

4.7.20 The column showing preparatory costs between PE and CA should now show actual costs incurred.
These incurred costs should be excluded from the revised economic appraisal. 

4.7.21 It should be made clear which costs would be expected to be included in the primary contract for
the scheme and which would remain outside. 

4.7.22 The Financial Case must include Section 151 Officer sign-off as per paragraph 4.7.17. 

4.7.23 For schemes that gained Provisional Approval prior to the introduction of the MSBC format the
Financial Case should meet the combined requirements of Programme Entry and Conditional Approval. 

4.7.24 For schemes that were submitted for Provisional Approval or Programme Entry prior to April 2006,
a 10% local contribution is not mandatory, unless the cost of the scheme has increased. In this event, the
Departmentâs starting presumption would be that the application for Conditional or Full Approval should
include a minimum local contribution as defined above OR the total amount of the increase if this is less
OR 25% of the increase in costs if this is more than the minimum local contribution. If the authority
considers that this level of local contribution would be unaffordable they should seek the Departmentâs
advice before submitting the application for Conditional Approval. 

Financial case: Requirements for full approval 

4.7.25 The costings will need to be updated to reflect the tendered price obtained. 

4.7.26 For ECI target cost contracts, the target price should be included in the base cost of the bid and the
potential for a final price over the target price should be reflected in a revised QRA. 

4.7.27 The total preparatory costs incurred should be set out in the bid, but these should not be included in
the economic appraisal. 
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4.7.28 The Financial Case must include Section 151 Officer sign-off as per paragraph 4.7.17 and must, in
addition, include a firm declaration that the authority accepts responsibility for meeting all costs above the
ASC and any subsequent increase in costs. 

5. From full approval to completion 
5.1.1 The Department will pay the whole of its contribution to schemes •including preparatory costs‚ in
the form of direct grant under Section 31 of the Local Government Act 2003. 

5.1.2 At the point of Full Approval, and prior to the beginning of each financial year until scheme
completion, the Department will write to the local authority confirming the maximum amount of grant that
can be claimed during the year, along with the terms and conditions under which grant is provided.  The
amount will normally be based on the latest quarterly monitoring reports provided by the authority, unless
these show figures markedly different to those previously agreed by the Department or recommended by
the Region in its RFA advice. 

5.1.3 The terms and conditions will be similar to those attached at Appendix D.  However, the Department
reserves the right to modify the terms and conditions either before commencement or during the life of a
scheme. 

5.1.4 Payment of grant will be made quarterly in arrears against certification, by the Section 151 Officer ,
that expenditure has been correctly incurred in accordance with the terms and conditions for claiming
grant. Claims will be made by completing and submitting the QMR to the Department. 

5.1.5 In the past some local authorities have failed to promptly claim grant for expenditure incurred, or
have not updated forecasts to reflect likely spend.  This has made it difficult for the Department to
accurately determine cash requirements, or predict under spends that could be utilised by other schemes. 
For the RFA process to work effectively this will need to be addressed. 

5.1.6 From 2007/8 the Department will require the claims for each quarter to be submitted no later than
the date specified in the grant determination. This will allow the Department to accurately determine its
cash requirements during the month after that.  Payments will be made in the first week of the following
month.  The following table shows the relevant dates for each quarter: 

  Q1 •Apr-June‚ Q2 •July-Aug‚ Q3 •Sept-Dec‚ Q4 •Jan-Mar‚ 

Claim
deadline 

Last Friday of July 
Last Friday of
September 

Last Friday of
January 

Last Friday of
April 

Payment date 
First week of
September 

First week of
November 

First week of
March 

First week of
June 

5.1.7 In order to avoid incurring unnecessary interest charges it is acceptable to claim accrued expenditure
that has yet to be invoiced/paid. 
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5.1.8 Claims received after the claim deadline for each quarter will not be paid until the subsequent
payment date. In this event the Department will not be held liable for any additional interest costs incurred
by the local authority. 

5.1.9 All claims must be accompanied by: 

a report on actual progress against forecasts •this should include the original forecast at the bidding
stage and any subsequent revisions‚; 
details of progress anticipated, broken down by the remaining claim periods; 
a detailed report of costs incurred in the year to date, scheme to date and in the previous claim period;
committed and anticipated expenditure broken down into the relevant forthcoming claim period. 
These should be shown against the original forecasts broken down by the relevant claim period. 
Expenditure headings should be those used in the original bids presented by the Authority and labour
costs of own employees should be recorded separately. Any significant over- or under-runs •i.e. more
than 5%‚ should be explained in a commentary. The Department cannot guarantee to meet the
payment date for claims that fail to include this information. 

5.1.10 The Department is committed to supporting the timely delivery of high quality schemes identified
within the regional programmes up to the published Regional Funding Allocations. In order to do this
effectively it is vitally important that the Department receives timely up to date information on scheme
costs and delivery timetables, particularly where there is a delay to schemes in construction. Inadequate,
late or incomplete information from authorities diminishes the Departmentâs ability to bring forward other
schemes to take up the allocated expenditure of a delayed scheme. 

5.1.11 If the Department is informed sufficiently early of any slippage in a scheme in construction it will
be able to consult with the relevant region to ask their views on other schemes that may be brought
forward, unless the region is already over committed. If it is not possible to bring forward any schemes in
the same region the Department will look more widely at the national picture. However if notification of
slippage on a number of schemes comes to the Department too late in the financial year there is a risk of
an overall budget underspend with the result that less money will be available for major schemes than was
planned. 

5.1.12 The Department reserves the right to bring to the attention of the Audit Commission and the
authority's District Auditors such instances whereby a failure to claim is placing increased and
unnecessary costs on local taxpayers. 

5.1.13 The Department reserves the right to make such information available to regional bodies, who may
take into account the accuracy of forecasts and promptness of claims by individual authorities when
considering the future regional programme. 

Final Claim 

5.1.14 The final claim for construction costs •i.e. not including any residual claims e.g. for Part 1 costs‚
must be accompanied by confirmation that: 

the evaluation plan and reporting timetable set out in the MSBC at the time of Full Approval is still
on course. This should include evidence that the required baseline or âbeforeâ data has been
collected. If the evaluation plan has changed, particularly in terms of the scope of data to be collected
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or the reporting timetable, the promoter must supply a full justification for this; 
•for schemes with total cost of Â£50m or more‚ the scheme has been subject to a Gateway 4 review
with any necessary remedial action having been taken in respect of any 'Red' recommendations. 

5.1.15 The Department may withhold payment of all or part of the claim until these confirmations have
been received. 
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