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Borough _

N 22 April 2020
Council

Report of: Councillor Leigh Higgins - Portfolio
Holder for Growth and Prosperity
(and Deputy Leader)

Helping people | Shaping places

Acceptance of Business Rate Pool Grant Funds

Corporate Priority: Corporate Strategy 2020 to 2024:
Delivering sustainable and inclusive growth in
Melton
Relevant Ward Member(s): All
Date of consultation with Ward
Member(s):
Exempt Information: No
Key Decision: Yes
Subject to call-in: Yes
1 Summary
1.1 To support a number of regeneration projects, and following a robust application and

appraisal process, Melton Borough Council has been successful in securing grant funding
from the Business Rate Pool fund; administered by the LLEP on behalf of the 9 Local
Authorities within Leicestershire.

1.2 This report seeks approval to enter the relevant grant agreements and accept the funding.

2. RECOMMENDATION(S)

That Cabinet:

1.3 Approves acceptance of the following revenue fund grants funding (match funding to be
allocated as detailed in para 10.2)

a. £100,000 revenue fund for Food Enterprise Centre Stage 2- building
upon evidence case

b. £100,000 revenue fund for the Provision of Melton Borough Health
and Leisure Park Stage 1- project development phase
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1.4

1.5

1.6

Approves acceptance of the conditional offer of £500,000 capital fund grant for the
Development of Council owned sites (match funding to be allocated as detailed in para
10.3) and note that Cabinet and Council approval for inclusion in the capital programme
and release of funding will be sought following the preparation of a detailed business case.

Acknowledges the conditional offer of £2m large capital fund grant for Melton Borough
Health and Leisure Park and note that Cabinet and Council approval will be sought
following the preparation of a detailed business case.

Delegates authority to the Director for Growth and Regeneration to appoint consultants to
prepare relevant information required to meet the grant conditions using the grant and
match funding.

3.2

3.3

4.2

4.3

Reason for Recommendations

As set out in the Council’s Corporate Strategy, there are a number of significant growth
and regeneration projects identified as key priorities. Collectively, these projects provide
an opportunity to deliver important benefits; creating jobs, homes and infrastructure for
Melton’s communities.

The projects receiving Business Rates Pool (BRP) funding are specifically referenced
within the Council’'s Corporate Strategy. The Council has invested in undertaking initial
feasibility work on these projects and determined that further work and investment is
required in order to take these projects to the next stage of delivery.

The objectives of these projects align well with the objectives of the funding and therefore
acceptance of this funding presents a good opportunity for realising the Council’s
ambitions for Melton.

Background

Business rates in England, or non-domestic rates, are a tax on the occupation of non-
domestic property. On 1 April 2013 a new system of business rates retention began in
England.

Before April 2013 all business rate income collected by councils formed a single, national
pot, which was then distributed by government in the form of formula grant. Through the
Local Government Finance Act 2012, and regulations that followed, the government gave
local authorities the power to keep up to half of business rate income and transfer half of it
centrally, to central government. The central share is then distributed to councils in the
form of revenue support grants. The other half kept bylocal authorities are then subjected
to tariff, levy, top-up and safety payments depending on the financial position of the
council.

In July 2018, the government invited authorities to submit applications to pilot 75%
business rates retention for the financial year 2019/20. To maximise the potential amount
of business rates that are retained within Leicestershire, all district councils, the City
council, Leicestershire County Council and Leicestershire Fire and Rescue Service
entered into a business rates pooling arrangement where a percentage of business rates
collected by each council goes into a ‘pool’. The financial surplus or deficit is shared
between the councils and a proportion of the surplus is retained locally in a fund
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administered on behalf of the councils by the Leicester and Leicestershire Enterprise
Partnership (LLEP); in line with the Business Rates Pool agreement.

4.4 Only the local authorities that are members of the Leicester and Leicestershire pool can
apply for this funding which will be administered by the LLEP. Recently the pool has
started to generate a sizeable surplus with the funding currently available amounting to
£6.64m with a further £16.2m forecast over the next two financial years — an indicative
total of £22.84m. Following the deduction of contributions to LLEP core funding of £250k
over three years and an allocation of £1.2m which was made available for revenue
projects, the balance remaining for small and large capital projects was up to
approximately £20.3m.

Main Considerations

5.1 In September 2019, the LLEP invited applications from the 9 local authorities who form the
pool to access the fund using the following categories:

e Large Capital Projects (grants from £750K to a maximum of £4m) - transport and
infrastructure delivery, regeneration schemes including site acquisition and assembly,
delivery of employment land and premises

e Small Capital Projects (grants from £50K to a maximum of £750K) — town and local
centres infrastructure and regeneration schemes

¢ Revenue Projects (grants from £10K up to a maximum of £100K) — employment and
skills, business support initiatives, project development and masterplanning

5.2 A condition of any grant funding is that a minimum of 50% match is required. While the
LLEP has indicated that cash match is favoured, private sector revenue will also be
acceptable. Match funding in the form of officer time of up to 25% of total project costs and
a maximum of £100k would be eligible. In the case of capital projects, the costs of verified
assets (land/buildings) used solely for the project and private sector leverage, will also be

acceptable.

5.3 Melton Borough Council submitted bids for each category. Following the evaluation
process, the Council has been informed that it has been successful in the following
categories:

5.4 Revenue Projects: The Council submitted two bids and both have been successful in

receiving funding as below:
i) £100,000 for Food Enterprise Centre Stage 2- building upon evidence base

ii) £100,000 for Provision of Melton Borough Health and Leisure Park Stage 1- project
development phase

5.5 Small Capital Projects: The Council submitted one bid and it was successful and
approved in principle subject to satisfactory due diligence and contract with the LLEP.

i) £500,000 for Development of Council owned sites

5.6 Large Capital Projects: The Council submitted two bids, one of which was successful
and approved in principle subject to satisfactory due diligence and contract with the LLEP.

i) £2,000,000 for Development of Melton Borough Health and Leisure Park

5.7 As part of the due diligence process the LLEP has written to the council seeking additional
information with regards to the small and large capital project approvals. The deadline for
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6.6
6.7

6.8

the submission of final details to meet the conditions for the grant agreement has been
extended due to the COVID-19 crisis to 18t May 2020. It is recognised by all members of
the pool that due to the impact of the current crisis and the need to redeploy resources to
other critical services this deadline may need to be extended further and it is
acknowledged that this may be necessary for Melton and the Council will advise the LLEP
accordingly.

In addition, Leicestershire County Council made a bid for £4m to support the costs
associated with the Melton Mowbray Distributor Road. This too was successful as part of
this process which will further support the costs associated with delivering that scheme.

Project Details:
Food Enterprise Centre (FEC):

The Strategic Growth Plan identifies Melton Mowbray as the key centre for regeneration
and growth for agri-food processing and drink businesses. The draft Local Industrial
Strategy (LIS) and the Melton Place Board have identified the FEC as a priority to support
Melton’s recognition as the ‘Rural Capital of Food'.

In January 2019, Melton Borough Council was successful in securing a £75,000 grant
from Midlands Engine to undertake feasibility work for the establishment of a Food and
Drink focused Manufacturing Zone (MZ) in Melton Borough. A part of this funding was
used to prepare a proposal for the FEC by working in partnership with the University of
Nottingham’s Food Innovation Centre.

In parallel, the Council is working with Gillstream Markets Ltd to prepare a masterplan for
the southern opportunity site; within the Cattle Market site by using a part of the £80,000
received from the LLEP. This masterplan, still in draft format includes elements of the
FEC.

The revenue grant funding from the BRP will be used to develop further details in order to
create a detailed business case and delivery plan and to prepare RIBA stage 2 level
designs to inform the outline planning application if required. As this is revenue funding, it
will be also used for some of the revenue costs for setting up the advisory support part of
the FEC which will be helpful to our food production businesses, specifically in the
recovery phase of the current COVID-19 crisis.

Development of Council owned sites:

Following the Place Committee approval in October 2018, the Council commissioned
consultants to prepare masterplans and development appraisals for 8 key sites in April
2019.

The brief included consideration of a range of options for land use, layouts, viability,
development capacity, infrastructure requirements, costs and deliverability of each site.
This work is well developed and is due to conclude by the end of April 2020. However the
final phase of preparing delivery mechanism will need to be reviewed in the context of
COVID-19 crisis and market conditions following the lockdown. The key objective of this
piece of work has been to develop the Council owned assets to maximise community
benefits, regeneration impact and commercial return. On completion, this work will be
presented to the Cabinet before commencing the next stage of work using the BRP grant
funding.
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The delivery mechanism currently being prepared will clearly identify a series of projects,
approach to prioritisation, phasing of delivery and cash flow requirements. It is proposed
that a self-financing portfolio approach will be adapted for the delivery of these sites where
the proceeds of one side could potentially finance the next site. The priority order and
phasing will be partly determined by the market conditions, demand and commercial
negotiations.

The use of the Council’s investment will be to forward fund the initial preparatory phases
for the development in readiness for the first phase of sites to be market ready. Any draw-
down of Council’s ring-fenced capital allocation will be informed by the regeneration,
commercial and community benefits to be achieved by the asset portfolio as a whole.

The Council has already invested £75,000 towards the commission of the work done so
far for development of these sites, which will form as part of the match funding. £50,000 of
staff time will be spent in managing this project which will form another part of the match
funding. This leaves the remainder of £375,000 to be identified for match funding from
capital receipts.

The funding provided by BRP will be used to procure consultants and experts to undertake
the next stage of works required in order to enable the Council to submit planning
applications based upon these masterplans.

The offer of BRP funding is subject to the confirmation of Cabinet approval, risk
assessment and confirmation of procurement timeline.

Health and Leisure Park:

The Council’s indoor leisure provision in the Borough is currently delivered through two
sites and operated under contract by SLM (Everyone Active). With the current sites
requiring maintenance and investment, coupled with the level of expected growth in
Melton over the next 20 years, there is a need to ensure sufficient provision and a
sustainable future for leisure provision within the borough.

In early 2018 the Council harmonised the contract review dates for both Waterfield Leisure
Centre and the Melton Sports Village (MSV) which ends on March 2022.

The Council commissioned review, undertaken by FMG in August 2018, made it clear that
even with consolidation to a single site, unilateral investment by the council into a new
leisure facility would not be affordable. Consequently the Place Committee authorised a
full commercial appraisal of the Sports Village site with a view to establishing future
options which could enable the required investment and a sustainable future for leisure
provision.

Following the Place Committee approval in October 2018, consultants were appointed to
prepare masterplans for both existing leisure sites to include options for one or both being
used for leisure provision and explore the development potential of surrounding open
space for a range of mixed use options including hotel, offices, managed workspace units,
housing, extra care units etc.

While this work is ongoing, the initial feasibility and exploration of the opportunities and
constraints of the site has highlighted the connection with the work being done on the
northern and southern sustainable urban neighbourhood masterplans, specifically the
provision of community facilities such as leisure, secondary school, playing pitches,
doctor’s surgery and community centre.
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The funding bid is based on the options considered by the FMG report. The BRP revenue
funding will be used to review all the information produced so far, consider alternative sites
to provide parts of the offer and prepare designs, costing and supporting information to
inform a detailed business case for the provision of health and leisure facilities in Melton.
This work will determine the detailed costing for the delivery of health and leisure park in
Melton, which will inform the Council’s investment and other potential sources of funding
from private and public sector partners.

This detailed business case will inform the nature of the bid secured from the large capital
project fund of £2m to be submitted in April 2021. The LLEP contract award letter has
identified that a copy of the BRP revenue funded feasibility study and business case will
be required before contracting the grant agreement for the capital project. At this point in
time, there is no requirement for the Council to ring-fence the match funding for £2m. A
separate report will be brought to the Cabinet for consideration of the match funding
following the conclusion of the detailed business case in early 2021.

Options Considered

Do nothing. This option is not recommended as the projects receiving BRP funding are
identified as key priorities in the Corporate Strategy. Not accepting the grant would reduce
the funding package to support these projects and would reduce the opportunity this
affords in delivery.

Consultation

The next stages of work to be undertaken for each project will require consultation with a
range of stakeholders and councillors. A communication plan will be prepared for each
project in accordance with the Council’s project management methodology.

The feasibility of the FEC is prepared as a result of extensive consultation with businesses
who may benefit from it, Melton Mowbray Market, Brooksby Melton College and University
of Nottingham.

The plans for the development of Council owned sites are being prepared in consultation
with all stakeholders including adjacent land owners, potential occupiers, investors and
delivery partners.

The offer of health and leisure provision is being prepared in consultation with the potential
occupiers, operators, users, sports clubs, land owners and Leicestershire County Council.

Next Steps — Implementation and Communication

Prepare the information for submission to LLEP by 15t May 2020 as identified in the grant
award letters (subject to potential risk of delays due to the current COVID19 crisis).

Agree the grant conditions and sign the documents.
Establish the project governance and project management documents for these projects.
Deliver the projects as per the agreed project plan and delivery timescales.

Report the progress to the Cabinet in March 2021.
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Financial Implications

As required by the grant funding agreement, 50% match funding will need to be identified
for each grant award.

£100,000 (50% of the required match funding of £200,000) for the revenue grant support
match will be funded through the regeneration and Innovation reserve. The rest of the
50% match will be in the form of in-kind support in form of staff time.

The £500k match funding for the development of Council owned sites is proposed to be
made up of officer time (50k) and sums already committed (£75k for masterplanning
work). The remaining £375k is being proposed to be set aside from capital receipts
subject to further business cases being presented to members for formal use of the
reserve. Based on the recently approved capital programme for 2020/21 the predicted
year-end balance on this reserve at 31 March 2021 is £604,608. This will therefore leave
only £229,608 available for future capital investment that can’t be funded from borrowing.

Within the Capital Strategy there will be future requirements that would need to be funded
from Capital Receipts for areas such as ICT and asset improvement. Currently these total
£59k but as outlined in the strategy there are still a number of conditions surveys needed
to be complete in order to fully ascertain the future funding costs of protecting our assets
with a limited reserve to cover this.

With limited capital investment reserves it is important the council reviews all its assets
and in line with the new asset disposal policy being developed any surplus assets are
disposed of in order to boost the available funding for reinvestment.

£2m of capital match for the health and leisure park will be identified following a viable
detailed business case that will be prepared by using the revenue grant funding to support
borrowing to fund the investment required The Council currently has £785k allocated in
the Leisure Vision capital reserve to support the match funding element of this at present.

Financial Implications reviewed by: Dawn Garton, Director for Corporate Services -
20.4.20

Legal and Governance Implications

It is a requirement of the Financial Procedure Rules that applications for grant funding or
other external funding above £50,000 is approved by the Chief Finance Officer and then
Cabinet unless the timetable for bidding will not allow. It is the responsibility of the relevant
Director (herewith the Director for Growth and Regeneration) to ensure that key
conditions of funding and statutory requirements are complied with and that the
responsibilities of the responsible body are clearly understood.

Legal advice will be provided once the Grant Agreements are received prior to the Director
for Corporate Services certifying the claim and adding to the grants register.

Legal Implications reviewed by: Adele Wylie, Monitoring Officer — 20.4.20

Equality and Safeguarding Implications

Equalities Impact Assessment will need to be carried out for each individual project as part
of the project delivery.
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Community Safety Implications

None

Environmental and Climate Change Implications

These will be assessed as part of the detailed business case development of each project

Other Implications (where significant)

None

Risk & Mitigation

Risk Risk Description Likelihood | Impact Risk

No

1 CO\/ID-19 impact on delivery tlmesqgles, High Critical High Risk
available resource and market conditions

2 Impact on the corporate plan delivery of the
viability of individual business case may High Critical High Risk
indicate the project is not deliverable

3 Interdependence of revenue and capital . - . ,
funding for health and leisure park High Critical LR

4 Depletlon of capital recelpts{lmpact on Significant Critical | Medium Risk
capital strategy for other projects

Impact / Consequences

Negligible | Marginal | Critical | Catastrophic
Score/ definition 1 2 3 4

6 Very High

5 High

4 Significant

Likelihood

3 Low

2 Very Low

1 Almost
impossible
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Risk No

Mitigation

1

The impact of COVID-19 crisis on the economy and the Council’s ability to
continue the service delivery is being monitored closely. Any commitment on
delivery timescales and resources will need to be kept under review until the
situation becomes clearer.

The funding received will be used to prepare clear and deliverable business
cases.

The timescales for the small capital project funding will be linked with the
timescales for the delivery of outputs for the revenue funding bid. The grant
agreement will include this clarification.

The business case for development of council owned sites will be informed by a
clear cash flow strategy. It is proposed that a self- financing portfolio approach will
be adapted for the delivery of these sites where the proceeds of one side could
potentially finance the next site.

17 Background Papers

17 .1 None

18 Appendices

18.1 None

Report Author: Pranali Parikh, Director for Growth and
Regeneration

Report Author Contact Details: 01664 504321
PParikh@melton.gov.uk

Chief Officer Responsible: Pranali Parikh, Director for Growth and
Regeneration

Chief Officer Contact Details: 01664 504321
PParikh@melton.gov.uk
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