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Policy: Capital Expenditure Policy/ Capital Investments Policy


[bookmark: _Toc413405913]1.	Purpose
The purpose of this document is to define the policy and process to manage our Capital investments (CAPEX) in line with our “GET WISER” sustainability approach. 

[bookmark: _Toc413405914]2.	Principles
The following principles have been considered in determining this policy:

1. A simple and common approach 
2. Clear governance & authorization of spends
3. Align the process to ensure sustainability “GET WISER” approach forms part of our day to day business decision making process  
4. Financial payback on investments of less than 2 years desired

[bookmark: _Toc413405915]3. Capital investment process
Approval for capital investment occurs in two phases:

1. Outline budget approval
2. Investment proposal sign off 


[bookmark: _Toc413405916]3.1 Outline budget approval

Outline approval for investments is obtained during the budget process. Where each business is expected to create a list of CAPEX requirements for the budget year. Stating value & category of investment and savings and payback expected and ensuring that these are necessary to meet their business plan objectives. 

Standard list to complete: 
[image: ]
A version of the list can be seen in “Standard Capex approval form & Process_v2.xls” on the sheet tabbed “Governance_Budget Approval Form" (see file in appendix 1)
Where the proposed amount is above £20,000 then the following forms need to be completed in sufficient detail available at that point in time in the budget process: 
1. Governance Form1; a .xls governance sign off sheet 
2. Economics Form2; a .xls sheet summarizing the investment amounts and payback period
3. Capital investment proposal document (word) providing the justification behind the proposal

Any projects from the previous year that have been approved but where no commitment to spend has taken place must be re submitted as part of the new budget process.
Chief Operations Officer (with GMT) will give a budget approval or not on a case by case basis and communicate this to local entity.

[bookmark: _Toc413405917]3.2 Investment proposal sign off 

Before any actual spend is committed the spend needs final approval. 
To obtain final approval all of the forms need to be completed and submitted for signature in line with the approval limits: 
[image: ]

To approve an investment, each spend needs to have Governance Form 1, Economics Form 2 and the capital investment proposal completed and signed off according to the aforementioned limits.

Completing the Governance Form 1, is self explanatory. However please note that there are 7 drop down boxes on the form which will indicate how well the proposed investment meets our “GET WISER” objectives. If the investment positively supports and improves our position in this area please select “Green”, if no change from today then select “Yellow”, if situation would deteriorate from today then please select “Red”. Please note that any “Red” selection will invoke detailed questioning and would risk eventual sign off and approval unless full justification can be provided and no other alternative exists. Note there is no check list for “Governance” as this is ultimately covered by the investment form being signed off. 


4. [bookmark: _Toc413405918]Controlling processes

A hard signed off copy of the governance sheet will need to be stored in the business unit and also in HQ by the Group Financial Controller.
Each business unit is expected to update the status of their CAPEX budget list on a quarterly basis as part of the rolling budget review process. 
A post investment audit review will also be conducted to ensure that the investment made achieved the objectives defined in the capital investment proposal and to gain any relevant learning’s. 
A simple share point list has been created to hold all the relevant information regarding the CAPEX such as scanned signed copies of the approved paperwork and justification documents, suppliers quote information etc. List can be found on the operations COLORS home page under lists, CAPEX Log
Sharepoint site address is:
http://one.colart.com/colors/Lists/CAPEX%20Log/AllItems.aspx?ShowInGrid=True&View=%7BE94005BB%2D4214%2D4B7A%2DAC0E%2D06D0DB96D146%7D&InitialTabId=Ribbon%2EList&VisibilityContext=WSSTabPersistence
[image: ] 
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APPENDIX 1: CAPEX Budget Approval Form, Governance Form1 & Economics Form 2




APPENDIX 2: Capital investment proposal document template




Author Name	Functional Area / Department	Page 1 of 7
http://one.colart.com/pmo/projectone/shared documents/colart policy template.docx
image1.emf
Entity

CapEx 

No

Description

Project 

manager

Investment 

Category

Amount in Local 

Currency to be 

Capitalised

Amount in Local 

Currency to be 

Expensed

Expected  Go Live 

Date in Budget Yr 

(Mth No)

No of Mths 

Savings in 

Budget Yr

Expected OPEX 

Savings in Budget 

Yr

Expected Full Year 

Savings in Full 

Year after Budget 

Yr

Basic Pay Back 

(Yrs)

Comments / rationale if No Pay Back Status

Budget 

Approved or 

Not

Actual 

Approved Date

Cap Ex budget Approval Form
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In Budget limits Out of budget limits

GMT member (for all spends +£1,000 to £35,000) GMT member and CFO  (for all spends up to £10,000)

GMT member, CFO and CEO (for all spends +£35,000 to £200,000) GMT member, CFO, CEO  (for all spends over £10,000)

GMT member, CFO, CEO and ColArt Board  (for all spends +£200,000) GMT member, CFO, CEO, Board  (for all spends over £50,000)

Note that Authorisation limits may be subject to change and would then be re communicated.
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Standard Cap Ex  Approval Form & Process_v2.xlsx


Standard Cap Ex Approval Form & Process_v2.xlsx
Governance_Budget Approval Form

				Cap Ex budget Approval Form																																		Actual Committed Spend - Total Year to Date

				Entity		CapEx No		Description		Project manager		Investment Category		Amount in Local Currency to be Capitalised		Amount in Local Currency to be Expensed		Expected  Go Live Date in Budget Yr (Mth No)		No of Mths Savings in Budget Yr		Expected OPEX Savings in Budget Yr		Expected Full Year Savings in Full Year after Budget Yr		Basic Pay Back (Yrs)		Comments / rationale if No Pay Back		Status		Budget Approved or Not		Actual Approved Date				Jan		Feb		Mar		Apr		May		Jun		Jul		Aug		Sep		Oct		Nov		Dec
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Governance_Form 1

		ColArt Investment Application, Form 1: Governance																												Better

																														Same

		Business Area						Company						Factory/site						Application completed by										Worse

		ColArt



		Project title														Incl. In budget (Y/N)				Date





		Short Investment Description





		Sustainability "Get Wiser" check list, have implications of the following points been assessed and covered by the proposal document

		Energy		Same				Toxic footprint		Same				Waste		Same				Innovation		Same

		Economics		Same				Reach		Same				Social Responsibility		Same



		Technical Description						_________		Enclosed offer						_________		Enclosed draft (layout etc.)

		     Number of enclosures						_________		Enclosed tender

		Investment motivation





		Investment Category												Nature

		Expansion												Land

		Rationalization / (efficiency)												Building

		Replacement												Machinery & equipment

		Strategic investment												Other

		H,S & E

		Investment Amount (in Local Entity Currency)												Currency





		Savings and Earnings

						In Current Budget								Annualised





		Profitability				Economic life				Pay back				IRR		Start of investment				Date of completion

								10				0.0		ERROR:#NUM!



		Investment Amount Specification								Charge to BS				Charge to P&L				Total amount

		Purchase of material and services																0

		Own work																0

		Own material																0

		TOTAL								0				0				0

		Calculation checked by										Approval



		Company Controller								Date		Company Manager								Date





		Appropriate GMT Member								Date		CEO								Date





		CFO								Date		ColArt Board								Date





		In Budget limits												Out of budget limits

		GMT member (for all spends +£1,000 to £35,000)												GMT member and CFO  (for all spends up to £10,000)

		GMT member, CFO and CEO (for all spends +£35,000 to £200,000)												GMT member, CFO, CEO  (for all spends over £10,000)

		GMT member, CFO, CEO and ColArt Board  (for all spends +£200,000)												GMT member, CFO, CEO, Board  (for all spends over £50,000)

		Note that Authorisation limits may be subject to change and would then be re communicated.

		Post Investment review:										Planned review date: 						Actual Date

		Reviwed by: 										Comments





Economics_Form 2

		ColArt Investment Application, Economics Form 2

		Business Area						Company										Factory/site						Apllication Completed by:

		ColArt



		Project title





		Value in local currency '000s

		Calcualtion of Profitability						2014		2015		2016		2017		2018		2019		2020		2021		2022		2023

						Year  		0		1		2		3		4		5		6		7		8		9		10

						Terminal value years																						10

		Change in sales

		Change in CBM

		Value Added, %						0		0		0		0		0		0		0		0		0		0		0

		Change in Operating Costs



		Net impact on EBITDA						0		0		0		0		0		0		0		0		0		0		0

		Change in inventory & WIP

		Change in Other W/C

		Change Working Capital						0		0		0		0		0		0		0		0		0		0		0



		Residual value

		Total change Cash Flow						0		0		0		0		0		0		0		0		0		0		0

		Present value Cash Flow						0		0		0		0		0		0		0		0		0		0		0

		Accumulated PV Cash Inflow						0		0		0		0		0		0		0		0		0		0		0



								2014		2015		2016		2017				Profitability Indicators

		Basic Investment				Year  		0		1		2		3				Economic Life (years)						10

		Land

		Building																Payback:						0.0 years

		Machinery & Equipment																(when Acc. PV Cash Flow = Total PV net Investment)



		Other ( subsidies)																Cost of capital % :						13.0%

		Total Investment to be capitalized						0		0		0		0

		+ Expenses						0		0		0		0				IRR %						ERROR:#NUM!

		Less Sales value of assets sold						0		0		0		0

		= Net Investment						0		0		0		0										Yrs 1 - 9				

		PV net Investment						0		0		0		0				Net Present Value						0				

		Accumulated PV Cash Outflow						0		0		0		0



		Detail of calculations



		Calculation of the Pay-Back period

								0		1		2		3		4		5		6		7		8		9

		Accumulated PV Cash Inflow						0		0		0		0		0		0		0		0		0		0

		Accumulated PV Cash Outflow						0		0		0		0		0		0		0		0		0		0

		Total						0		0		0		0		0		0		0		0		0		0

		Payback																								

		Calculation IRR

								0		1		2		3		4		5		6		7		8		9		10		11		12		13		14		15		16		17		18		19		20

		Year						0		1		2		3		4		5		6		7		8		9		10		0		0		0		0		0		0		0		0		0		0

		Cash inflow						0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0

		Cash outflow						0		0		0		0

		Net cashflow		IRR		ERROR:#NUM!		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0

		Calculation NPV

		PV Cash inflows						0		0		0		0		0		0		0		0		0		0

		PV Cash outflows						0		0		0		0

		PV net cashflow						0		0		0		0		0		0		0		0		0		0

		Yrs 1 - 9				0

		Terminal value				0

						0





Reference Data

		Building Refurbishment		Bonny ColArt		Approved

		Capacity		CFAG		Not Approved

		H&S / Environment		CHIL LSI

		Installation & General Equipment		ColArt International SA

		IT		Crown

		Logistics / Warehouse		CTAM

		Productivity / Efficiency		Germany

		R&D		Snaz

				US





Important Please Read

		Notes on completion of Forms

				Budget Approval Form



				Please complete all shaded areas for each capex item

				Entity - please enter your entity (from the drop down box) for each item - this will be needed for consolidation purposes 

				CapEx No - each request to have a separate number e.g 01, 02 etc

				Description - each item to be adequately described

				Category - please select from the drop down box

				Amount in local currency to be capitalised - this is the amount of Budget request

				Amount in local currency to be expensed - these are amounts which may need to be expensed rather than capitalised - it is recognised that this column may not be utilised very often

				Expected Go Live Date in Budget Yr - this is required to give an indication of when the benefits are likely to begin

				No' of month savings in budget year - this is automatically generated when the Go Live month is entered 

				Expected OPEX savings in Budget Yr - this should be the amount of savings (or benefits) the CapEx is expected to generate during the current year 

				Expected FY Savings in Full year after budget yr - this is an automatically generated annualised savings computation based on the months of the current year - Please overwrite this if the annualised second year is substantially different.  

				Basic payback - automatically generated based on Expected Full Year Savings

				Comments  - please add comments (or rationale where there is no Payback) to support the request

				Budget approved or Not approved - this will inserted when the decision has been made

				Actual approved date - this will be inserted when the decision has been made

				Actual Committed Spend - Total Year to Date - there will be a requirement to update this on a monthly basis on a cumulative YTD basis

				Approval Form 1

				Please complete all areas shaded green - blue areas are linked to to Approval Form 2

				Approval Form 2

				Please complete all areas shaded green - blue areas are automatic

				This form currently has example data to show how a typical example will work.

				It is recognised that certain parts of this form may not be applicable.

				Please leave Cost of Capital as is - any change will be advised in due course
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         CAPEX : Capital Investment Proposal



Project Title:

1. Proposal

Provide a short outline summary of the investment proposal stating what investment will be made & what payback will be achieved in terms of our “GET WISER” focus: 

· Reduced Energy consumption 


· Reduced Toxic foot print 


· Reduced Waste


· Innovation


· Social Responsibility i.e. Environmental and Health & Safety benefits


· 

· 

· Economic benefits: EBIT &  capital employed (Fixed assets + working capital) impacts

· Reach: communication with all stakeholders

The remaining sections of this document will go into further detail on each of these points this section should be a very short i.e. less than half page summary


2. Background

Outline the background and motivation for the investment, highlighting issues with the current status 


3. Justification 

Show how the proposed investment overcomes the issues in the current state and the benefits that the investment will bring.  If required for a legislative reason then state how it will satisfy current and future demands.

4. Governance:


a. Risks & Exposures


What could go wrong with the proposal what has been considered as contingency 

b. Alternatives considered


List the alternative options to making the investment 

5. Energy 


Ensure that all equipment has necessary features required for efficient energy usuage such as timed power cut outs and power downs, sleep modes etc 

6. Toxic foot print


Confirm that CAPEX will not increase our use of toxic / hazardous material according to ColArts definition in Group KPIs


7. Waste analysis

If CAPEX is to improve productivity show how much waste CAPEX is expected to reduce in terms of labour hours & material use 


If CAPEX is not related to productivity improvement show how waste from investment will be managed 


8. Innovation 

If it is an innovation is the necessary intellectual property rights protection in place ?  


If we are implementing a good idea from an employee(s) have they been recognised – name in communication, news letter, award etc 

9. Social responsibility 


Detail the impacts on social responsibilty including: Health & Safety and Environmental as well as ensuring that any suppliers will be complete a supplier assessment and adhere to our purchasing policy in terms of ethical standards.


10. Economic break down of costs & timings


Provide a detailed list of the costs required to make the investment and timings


11. 





12. 



13. 



14. 



15. 



16. 



17. Reach


How will this project be communicated to both internal and external stakeholders ? 






18. Other Relevant Information


Any other information deemed of use 

17th March 2014
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