Appendix 'C'

TRANSPORT FOR LANCASHIRE COMMITTEE
Governance Structure and Terms of Reference

Name
Transport for Lancashire

Geography

The geographical area covered by Transport for Lancashire will be coterminous with the boundaries
of the three local transport authorities (Lancashire County Council, Blackpool Borough Council and
Blackburn with Darwen Borough Council) and the LEP.

Membership

Transport for Lancashire will be a dedicated committee of the Lancashire Enterprise Partnership.
Full (voting) members of Transport for Lancashire comprise:

° Lancashire County Council (Leader or nominee)

° Blackburn with Darwen Borough Council (Leader or nominee)
. Blackpool Borough Council (Leader or nominee)

. Chair and Vice Chair of the LEP (or nominees)*

*LEP Directors Graham Cowley and Khalid Saifullah are the LEP Chair and Vice Chair nominees*

Participating observers (non-voting):

o Department for Transport
. Highways England
. Network Rail

Given Lancashire County Council's status as the largest local transport authority, the Leader of
Lancashire County Council (or their nominee) shall act as Chair of the Committee. The Chair will not
have a casting vote.

Transport for Lancashire will review its membership periodically to reflect any changes in national or
local policy circumstances and/or requirements, including allowing for expansion if necessary.
Transport for Lancashire may invite the Leader (or nominee) of a District Council to attend relevant
meetings as a participating observer where that authority is contributing funding to a transport
scheme programmed for delivery through the Growth Deal.

Strategic Objectives and Purpose

Transport for Lancashire will:

. advise the LEP on individual scheme approvals and investment decision making in line with the
approvals process set out in the LEP's accountability framework;
° scrutinise individual scheme business cases;

° ensure value for money is achieved;
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. advise the LEP with regard to consultation on long-term rail planning and franchise
specification and provide a co-ordinating role between constituent local authorities;

. advise the LEP with regard to consultation on long-term Strategic Road Network planning and
provide a co-ordinating role between constituent local authorities; and

. advise the LEP with regard to the ongoing activities of Transport for the North and provide a

co-ordinating role between constituent local authorities where appropriate.

As and when necessary, Transport for Lancashire will seek evidence from other organisations,
including district councils within Lancashire, representatives of neighbouring local authorities,
combined authorities and local enterprise partnerships, transport operators including airports and
ports, the business and community sectors and NGOs.

Technical / Professional Support

On behalf of the Accountable Body for the Lancashire Enterprise Partnership, the Director of
Community Services at Lancashire County Council will ensure that Transport for Lancashire receives
the technical support and professional advice necessary for it to carry out its functions.

Secretary

The Company Secretary of the Lancashire Enterprise Partnership (or their nominee) shall serve as the
Secretary ("The Secretary") to the Transport for Lancashire Committee.

The Secretary shall produce minutes of all meetings of the Transport for Lancashire Committee.
Meeting Frequency

The Transport for Lancashire Committee shall meet according to operational need.

Decisions in Writing

A resolution in writing signed by a majority of members of the Transport for Lancashire Committee
for the time being shall be as valid and effectual as if it had been passed at a meeting of the Transport

for Lancashire Committee.

Working Arrangements and Meeting Frequency

Transport for Lancashire will meet, where possible, in advance of each Lancashire Enterprise
Partnership Board meeting. Meetings will be cancelled if there are no substantive items for
discussion.

All meetings will take place at County Hall in Preston. The quorum for meetings shall be at least 2
Local Authority Members (or their nominees) and at least one Private Sector member (or their
nominee(s)).

Publication of Papers

The agendas and papers for the Transport for Lancashire Committee will be published on the LEP's
website in accordance with the LEP's Assurance Framework.
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THE LANCASHIRE ENTERPRISE PARTNERSHIP
ACCOUNTABILITY FRAMEWORK — TRANSPORT

Scheme Eligibility

The LEP will only consider funding clearly defined schemes that are priorities in approved highways
and transport masterplans. Such schemes could include packages of measures aimed at solving
specific problems/issues that when combined support delivery of the Strategic Economic Plan, but
subject to the funding only being available for capital expenditure. In all cases, funding will only
contribute towards the capital cost of a scheme, including construction costs, land acquisition costs
and Part 1 Claims under the Land and Compensation Act 1973. The inclusion of capital costs in relation
to scheme development and preparation will be considered by Transport for Lancashire on a scheme
by scheme basis to ensure Value For Money is achieved. The LEP will not fund scheme post scheme
monitoring and evaluation.

The LEP will consider funding exceptional structural maintenance schemes including bridges, tunnels,
retaining walls and culverts with a minimum cost threshold of £2m. Decisions will reflect the economic
importance of the structure(s) and the adverse effects failure to maintain would have. Local highway
authorities will need to provide supporting information including the importance of the route, existing
or likelihood of imminent weight restrictions, existing or potential diversionary routes and details of
the work that they will need to undertake if restrictions are not to be imposed. Local highway
authorities will also need to demonstrate why a scheme is not deliverable from other funding sources.

The LEP will consider funding schemes on the networks of the Highways Agency and Network Rail,
including in adjacent Local Enterprise Partnership areas, where such schemes contribute towards the
delivery of the objectives of the Strategic Economic Plan and where funding is unlikely to be available
through standard Highways Agency and Network Rail programmes. In such circumstances, the
Lancashire Enterprise Partnership will hold early discussions with the Highways Agency and Network
Rail, and where appropriate, adjacent LEPs, to enable their views to be taken into account. Where
any rail schemes affect train services, the LEP will also consult the relevant Train Operating Company
and DfT Rail.

Funding Contribution

For all schemes, the LEP will require scheme promoters to provide an absolute minimum 10%
contribution towards total scheme cost and 100% of any increase in cost following the granting of
Programme Entry. The 10% minimum funding contribution cannot be waived by the LEP. Local
transport authorities will therefore need to explore all potential sources of funding, including district
council, European, developer / private sector and third party, in line with Department for Transport
expectations.

The scheme promoter's Section 151 officer must underwrite the promoter's ability to fund the
contribution and any subsequent cost increases following the granting of Programme Entry. Scheme
promoters must adhere to Department for Transport requirements as set out in the Department for
Transport's web-based guidance on the conduct of transport studies, to ensure a consistent approach
to variables such as construction inflation, the application of optimism bias and allowance for risk in
the derivation of outturn costs.

Scheme Assessment and Appraisal

The LEP will apply a proportionate approach to the development of transport business cases in line
with the Business Case Development Process Chart attached. For example, the transport business
case for a £20m scheme will require significantly more detail than that for a £2m scheme. As a guide:
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e For individual schemes requiring a Local Growth Fund contribution of greater than £5m and
packages of small-scale measures requiring a Local Growth Fund Contribution of greater than
£10m, the Lancashire Enterprise Partnership will require submission of Outline/Full Business
Cases that demonstrate high value for money.

e For individual schemes requiring a Local Growth Fund contribution of less than £5m, a
Strategic Outline Business Case will suffice, although a scheme will still need to demonstrate
high value for money.

e For packages of small-scale measures requiring a Local Growth Fund contribution of up to
£10m where no individual scheme has a capital cost greater than £5m, a Strategic Outline
Business Case will suffice, although the package will still need to demonstrate high value for
money.

For the avoidance of doubt, scheme promoters should seek advice from Transport for Lancashire at
the earliest opportunity.

Scheme Approvals Process

For individual schemes requiring a Local Growth Fund contribution of greater than £5m and packages
of small-scale measures requiring a Local Growth Fund Contribution of greater than £10m, the
Lancashire Enterprise Partnership will adopt a three stage approvals process based on modified
current practice. Schemes on the networks of either the Highways Agency or Network Rail may
undergo a different approval process.

Stage 1: Programme Entry

Programme Entry indicates the LEP's intention to provide funding to a scheme or package following
acceptance of a Strategic Outline Business Case and its inclusion in the Strategic Economic Plan.
Programme Entry is not an absolute commitment, but intended to provide sufficient assurance for the
promoting authority to embark on Outline Business Case development.

Stage 2: Conditional Approval

Conditional Approval indicates the LEP's acceptance of an Outline Business Case demonstrating high
value for money. It is intended to provide the expectation of funding necessary 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.

The LEP will only grant Conditional Approval on the basis that there will be no material changes to the
scheme's scope, cost, design, expected benefits and value for money. The granting of Conditional
Approval may be subject to a small and limited number of conditions.

Stage 3: Full Approval

Full Approval indicates the LEP's acceptance of a Full Transport Business Case and approval to proceed
to implementation. It occurs when all necessary statutory powers are in place and any necessary
conditions specified at Conditional Approval have been satisfied. Scheme promoters can only apply
for Full Approval once procurement has taken place and a preferred bidder with firm and final prices
selected. Once granted, Full Approval enables the scheme promoter to commence construction and
draw down grant funds.

For individual schemes requiring a Local Growth Fund contribution of less than £5m or packages of
small-scale measures requiring a Local Growth Fund contribution of up to £10m where no individual
scheme has a capital cost greater than £5m, acceptance of a Strategic Outline Business Case indicates
the Lancashire Enterprise Partnership's approval to proceed to implementation. This enables the
scheme promoter to commence works and draw down grant funds.
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The Transport Business Case

The LEP requires all transport business cases to adhere to the key principles of the Department for
Transport's Transport Business Case guidance (January 2013) and be fully compliant with the approach
to modelling appraisal and analysis at the time they submit the transport business case. This will
ensure that scheme assessment follows current best practice.

Each transport business case will need to include a clear statement of scheme objectives and the
specific outcomes it is intended to deliver. Scheme promoters must base central case assessments on
forecasts that are consistent with the latest version of the National Trip End Model (NTEM), the
Department for Transport's planning dataset. As a minimum, Transport for Lancashire will expect to
consider central case assessments as part of its scrutiny of transport business cases.

Outline Business Cases submitted for Conditional Approval must include a statement confirming that
Department for Transport's Transport Business Guidance has been followed. An Appraisal Summary
Table (AST) will need to accompany submissions and demonstrate that the scheme offers high value
for money. Scheme promoters must ensure that the Senior Responsible Owner signs off each AST as
true and accurate.

Transport for Lancashire will scrutinise individual scheme business cases on behalf of the Lancashire
Enterprise Partnership and advise accordingly. In order to secure the required expertise for transport
business case scrutiny without Transport for Lancashire having to develop this capability and capacity
in-house at considerable cost, Transport for Lancashire will utilise independent specialist consultants.
For schemes where Lancashire County Council is not the scheme promoter, Transport for Lancashire
will utilise Lancashire County Council's framework consultants to undertake transport business case
scrutiny. For schemes promoted by Lancashire County Council, Transport for Lancashire will procure
independent advice. This will ensure complete separation between scheme promoters and their own
framework consultants and the appraisal team and decision makers.

To guarantee quality assurance, consultants appointed to undertake transport business case scrutiny
will need to demonstrate significant previous experience in this field, for example, the successful
preparation of major scheme business cases, and be fully conversant with Department for Transport
appraisal and assessment processes. As Accountable Body for the Lancashire Enterprise Partnership,
Lancashire County Council will ensure that officers with appropriate technical experience of this type
of work oversee the selection process.

Where necessary, consultants appointed to review individual transport business cases and supporting
analyses will be able to request the scheme promoter to provide further analysis and information to
enable full and proper consideration of the scheme and to ensure that the appraisal and supporting
data and assumptions are sufficiently robust and fit for purpose. Consultants will provide Transport
for Lancashire with a formal report on each submitted transport business case specifying the outcome
of their assessment against the five case model set out in the Department for Transport's Transport
Business Case guidance.

Value for Money

The LEP will only approve schemes demonstrating high value for money, with a benefit to cost ratio
(BCR) of greater than 2. Only in exceptional cases will the Lancashire Enterprise Partnership consider
schemes with a BCR of less than 2. In such circumstances, the scheme promoter will need to
demonstrate significant additional monetised or non-monetised benefits that are important in
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relation to stated strategic objectives, for example, schemes necessary to facilitate significant land
development for employment or housing, and guarantee a minimum 30% contribution.

Transport for Lancashire will provide the LEP with a Value for Money assessment in line with published
Department for Transport guidance at each approval stage. As part of the independent scrutiny of a
scheme's transport business case, Transport for Lancashire will require the consultant responsible to
confirm that the Value for Money assessment aligns with the Department for Transport's Advice Note
for Local Transport Decision Makers published in December 2013. The County Council's Director of
Finance signs off all Value for Money assessments as true and accurate. The Director of Finance is not
involved with scheme development and promotion at Lancashire County Council, thus avoiding any
potential conflict of interest with regard to schemes promoted by the County Council.

A scheme must satisfy the LEP's value for money requirements at both Conditional and Full Approval
stages. Where a scheme fails to deliver a minimum benefit to cost ratio of greater than 2, the
Lancashire Enterprise Partnership will seek independent professional advice on the magnitude of the
stated additional benefits prior to determining whether these benefits are sufficient to offset this
requirement.

Programme and Risk Management

In order to secure effective management of the LEP's transport investment programme, Transport for
Lancashire will set up a transparent process for monitoring progress on scheme delivery and spend
and for informing responses to changed circumstances including scheme slippage and changes to
scheme scope and/or costs.

Where there are issues of cost increases and/or delays to delivery, the Lancashire Enterprise
Partnership will consider the following when deciding whether to continue to support a scheme:

e whether the cost increases and/or delays to delivery were unforeseen and unavoidable;

e whether the scheme promoter is willing and/or able to fund any cost increase;

e whether additional funding has been sought from other sources;

e whether the scale of the scheme can be reduced to fit the available budget;

e the impact of any cost increase on a scheme's value for money as reflected by its benefit to
cost ratio; and

e whether any delay in scheme delivery can be accommodated within the programme.

The LEP ultimately reserves the right to withdraw its support for a scheme.

The LEP will require scheme promoters to submit a quarterly monitoring report (QMR) to Transport
for Lancashire setting out progress on scheme preparation and/or delivery. This will include a
requirement for a quantified risk assessment. Transport for Lancashire will receive quarterly update
reports outlining progress with delivery of the transport investment programme. It will collate the
QMR information from scheme promoters, indicate progress against key milestones / deliverables and
highlight any risks. A RAG (red/amber/green) rating will identify those schemes that are at risk of not
meeting their programme objectives and that need urgent attention.

Monitoring and Evaluation
The LEP will put in place a mechanism to ensure that it monitors and evaluates schemes in accordance
with the appropriate Department for Transport guidance, and will publish the results on its website.
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The process chart should be cross referenced against Til's Assurance Framework in order to

determine the status of each scheme.
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Evidence required to quantify the extent of the
problem that needs solving. Scheme objectives
should also be defined.

. Need to be able to demonstrate that alternative

options (covering multiple modes) have been
assessed. The DIT's Early Assessment and Sifting
Tool (EAST) can aid this process.

. The ‘Strategic Outline Business Case’ sets out the

need for intervention (the case for change) and
how this will further ministers” aims and objectives
(the strategic fit). It provides suggested or
preferred ways forward and presents the evidence
for decision. An investment committee will make
recommendations to ministers who will then
decide whether to provide the initial agreement to
proceed with the scheme.

. The degree of detail contained within the business

case will vary depending on the level of investment
or risk proposed to ensure that the appraisal
process is proportionate.

. Includes (where applicable) the production

of an Options Assessment Report, Appraisal
Specification Report, AST & Worksheets, Traffic
Forecasting Report, SDI Report and Economic
Appraisal Report.

. Includes (where applicable) land purchase, CPO,

Public Inquiry and Planning Permission.



