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PORTFOLIO AREA: ECONOMIC PROSPERITY
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17th AUGUST 2004

Public


Key Decision:
Yes
Recorded in Forward Plan:
Yes

Inside Policy Framework

Title:
LONGTOWN MARKET TOWN INITIATIVE  [MTI]

Report of:
HEAD OF ECONOMIC AND COMMUNITY DEVELOPMENT

Report reference:
ECD.15/04

Summary:

The Council has agreed in principle to act as Accountable Body for the delivery of certain projects within the Longtown MTI Action Plan.  This report describes the scope of the Council’s role in relation to the MTI scheme as a whole and explains the implications of the Council taking on the role of Accountable Body, more information will be provided at the Executive meeting.  The report also explains the Council’s role in approving projects and the extent of Members’ involvement in the scheme.

Recommendations:

That the Executive

1)
Notes the scope and implications of the Council’s role as Accountable Body, it’s role in approving MTI projects and Members’ involvement in the scheme.

2)
Endorses the principles of the Scheme bid and refers the detailed bid to the Leader of the Council and Portfolio Holder for Economic Prosperity for final ratification

3)
Nominates 2 Members to serve on the Project Approvals Panel and authorises the Portfolio Holder for Economic Prosperity to agree the arrangements for its operation in conjunction with the LDET Board.

4)
Authorises officers to formalise the roles and responsibilities of both parties in connection with the Accountable Body function into an Agreement.

Contact Officer:
David Beaty  
Ext:
7120

LONGTOWN MARKET TOWN INITIATIVE (MTI)

1.0
BACKGROUND INFORMATION AND OPTIONS

1.1
Longtown is one of 9 market towns within Cumbria that is able to benefit from targeted funding under the Market Towns Initiative.  Funds have now been allocated by the Regional Development Agency for the economic elements of the MTI programme in the North West.  Individual Market Towns can bid into this and up to £1million could be available to each MTI.

1.2
This report is the latest in a series about the City Council’s role in the implementation of the Longtown MTI.  The first of the earlier reports [April 2003] dealt with the principle of the Council becoming the Accountable Body for the programme.  This was agreed.  The second [August 2003] was about the relationship between the Council and the Longtown Investment Partnership and contained a draft partnership agreement.  This has not yet been signed and will need to be amended to reflect the role of the Longtown and District Enterprise Trust which has taken over from the Partnership as the managing body for the MTI programme.

1.3
This report is about the practical management of the NWDA funded ‘economic’ elements of the MTI, the Council’s role as Accountable Body and its role in supporting the MTI programme generally.  The report covers the following topics:

(i)
What the MTI programme includes, over how long, how it is to be managed, staffed and who is involved in terms of partners and prospective funders i.e. the current position.

(ii)
The process in relation to NWDA funding, what projects are in the scheme bid, how they will be managed and funded.  Potential implications for City Council budgets.

(iii)
The implications and responsibilities of fulfilling the Accountable Body role, its likely cost and how it will be funded.

(iv)
The Council’s relationship with the Longtown and District Enterprise Trust, particularly, reporting and political accountability issues.

2.0
THE CURRENT POSITION OF THE LONGTOWN MTI PROGRAMME.
2.1
What the programme will consist of

The MTI Programme has 10 elements in its Action Plan.  These were derived from a ‘Health Check’ on the needs of the area carried out in 2002 and have been the subject of extensive public consultation.  They are:

· A thriving Local Economy with well paid jobs

· Improved and protected natural Environment

· Improved Infrastructure

· Development of the Tourism Sector

· Improved Health Facilities

· Young People’s development

· New House Building /Accommodation

· Positive Image through Marketing and Promotion 

· Transport and Access

· Community Issues that will require a change of emphasis to existing policy or practice

2.2
The programme set out in the Action Plan is wide ranging, consisting of 106 projects in total that can be grouped roughly as follows:

(a)
A number of economic projects to deliver benefits under several of the above headings.  These are ready to be progressed subject to NWDA funding approval.

· The Council would be the Accountable body for this funding, with Business Link taking a leading role in implementing major elements of the programme.

(b)
Feasibility work in relation to proposed capital schemes and ‘development planning’ work to steer public and private investment.

· The funding to enable some of this work would fall within the Council’s Accountable body role.  There is currently no agreed funding provision within the MTI programme for capital projects.  Depending on the outcome of the feasibility work, funds for these projects would need to be separately identified and may involve the Council as a prospective funding partner [subject to the normal provisions of the budget process].

(c)
Initiatives that are intended to persuade or enable other agencies [e.g. Health sector] to prioritise Longtown because of its acknowledged needs and its status as an MTI.

· None of this work would involve the Council as Accountable Body, but may involve the Council lobbying or lending its support through officer time.

(d)
Community initiatives.

· There would be no involvement by the Council as Accountable Body, but the Council would provide officer support where appropriate.

(e)
Programme Management and Staffing

· The management of these funds would fall within the Council’s role as Accountable body [as they do at the moment]

2.3
The Management of the MTI and who is involved
2.4
The responsibility for the management of the whole programme rests with the Longtown and District Enterprise Trust, [LDET], a company limited by guarantee that has taken over from the Longtown Investment Partnership.  The Council has seconded an officer to manage the programme who reports to the Board of LDET.

2.5
The Board of LDET consists of 12 local directors, two of whom are also Parish Councillors.  There are no City or County Councillors on the Board, although a local resident on the Board is currently a City Council employee.

3.0
PARTNERS AND FUNDING

3.1
By the very nature of the programme the LDET is liaising with a broad range of partners to help deliver the Action Plan priorities.  Funding streams already identified as part of the programme include Sure Start, Energy Efficiency [Countryside Agency etc], English Heritage and others.

3.2
The NWDA, however, is the main source of funding for the programme’s economic elements.

3.3
The Agency has invited a scheme bid directly into their single pot of up to £1 million from each of the priority market towns including Longtown.  This funding, as with all NWDA resources, seeks to achieve economic outputs, such as new jobs, business starts, workforce development etc.  NWDA has reached agreement with Rural Regeneration Cumbria [RRC] that where economic elements of an MTI Action Plan exceed £1million, the RRC will consider assisting with some of these projects.

3.4
NWDA also require Business Link to be fully involved in the Business Support elements of each MTI programme.  The Countryside Agency, which has part funded the management of the programme will cease to do so from Sept 2005.

4.0
NWDA FUNDING
4.1
The route to NWDA funding is through what is known as a ‘scheme bid’ in which all projects to be funded through the NWDA are bundled together and considered as a package.  The timetable for approval of the ‘scheme bid’ means that the bid has to be submitted to meet the deadline for an Appraisal Panel in September.  The Accountable Body needs to be a party to the bid submission.  Further discussion between NWDA and LDET on the detail of the submission is still underway.  An update will be given at the meeting and it is suggested that any further outstanding detail, and final endorsement of the submission, be the subject of discussion with the Leader of the Council and the Portfolio Holder for Economic Prosperity.

4.2
A broad summary of the content of the bid is given in Table 1 below.  This provides an overview of NWDA funding that the City Council will be asked to manage as Accountable Body.  The figures are indicative allocations of NWDA funds against each element of the scheme.

4.3
The contributions from NWDA will vary in terms of the percentage they will accept.  For example, the maximum contribution towards staff posts is 75%.  The total programme costs will therefore be more than the £1 million and there may be a requirement for the City Council to also manage some of the match funding.  However, the larger projects within the programme will be managed and delivered through partners such as Business Link.  It is expected that they will be taking the responsibility of managing the match funding for projects they are delivering.  The Council will need to work closely with them to formalise controls and reporting arrangements regarding budgets, payments and also the monitoring of outputs.

TABLE 1 NWDA SCHEME BID SUMMARY

PROJECT
DESCRIPTION
INDICATIVE

NWDA

CONTRIBUTION

2004-08

(£)

Longtown Regeneration Officer
Salary, accommodation, etc. costs required to support the existing post.of Longtown Regeneration Officer. 
115,611



Administration Officer
New post of Administration Officer that would support both LRO and BEST Officers (see below)
45,787

Scheme Management Costs
A 5% levy available to the Accountable Body and others (e.g. Business Link) to offset the costs incurred in managing the programme
50,000

Business Grant Scheme
Business Grant Scheme for companies within the MTI area supporting activities aimed at business growth.
400,000

BEST Officer
Salary, accommodation, etc. costs for Business, Education, Skills & Training (BEST) Officer.  New post dedicated to the MTI area.  Wide range of responsibilities focussing on delivering appropriate and direct support in these three key areas of business, skills and education.
103,602

Business Resource Centre
Central focus for business support provided by adding value to existing CDC and other resources based on the school site.  Revenue support funding to be provided through costs incorporated into LRO and BEST Officers’ budgets.  Details subject to further negotiations.
(Support costs within LRO and BEST Officers’ budgets)

Business Support

(Business Link)
In conjunction with the work of the BEST Officer, specialist professional support in areas such as business planning will be provided through Business Link.
80,000

Training Schemes and Childcare
Servicing of local training needs and support for provision of childcare to assist attendance at courses.
40,000

Small Marketing Grants Programme
Package of marketing support for Longtown and MTI area and individual or network of businesses.
30,000

PROJECT
DESCRIPTION
INDICATIVE

NWDA

CONTRIBUTION

2004-08

(£)

Heritage Economic Regeneration Scheme/Townscape Improvements – Phase 1
Resources to add value to existing HERS programme (administered by the City Council) particularly in connection with improvements to historic buildings and the public realm within the Longtown Conservation Area.
70,000

Longtown Masterplan
Comprehensive review to produce integrated set of proposals around key themes of infrastructure and the environment, focussing on the town centre, industrial areas and the gateway approaches.
25,000

Tourism Development Plan
Specific feasibility work looking at opportunities for the development of Longtown’s tourism offer.
15,000

Delegated Fund
Flexible fund available to L&DET for expenditure which produces economic benefits for the area.
25,000

TOTAL
1,000,000



4.4
Once the scheme is submitted the LDET is hoping for an approval as soon as possible and within a couple of months. The actual timetable for approval will depend to a large extent on what issues, if any, emerge from the scheme appraisal.  It is anticipated, however, subject to the agreement of the City Council to act as Accountable Body, that an Offer Letter approving the scheme could be forthcoming before the end of the calendar year at the latest.

5.0
THE ACCOUNTABLE BODY ROLE
5.1
A schedule of the responsibilities of an Accountable Body has been produced by the NWDA and these are reproduced as Appendix One.

5.2
The actual cost of administering the programme is not yet known [part of these costs will be incurred by Business Link] but the scheme bid includes a sum of £50,000 as management fees to cover the cost of administration.  This is equivalent to 5% of the total programme bid and is the “standard” percentage acceptable to the Agency.

6.0
REPORTING AND ACCOUNTABILITY ISSUES
6.1
The Accountable Body role places responsibility on the City Council to ensure that the economic programme from NWDA is administered efficiently and that it delivers the outputs, etc. the Agency expects.  As discussed above the programme will consist of a number of projects, each of which will require detailed approval at programme level, to enable an individual Offer Letter to be issued before the project can begin.

6.2
As Accountable Body the Council therefore requires influence over the process of project approval.  This can be achieved at three stages (discussed below) in connection with all projects, the final stage ensures the Council has absolute discretion regarding approvals at project level.

6.3
Advice has been sought from NWDA and good practice examined elsewhere relating to the level to which an Accountable Body is required to be involved at the various stages.  The following therefore is considered to provide the Council with sufficient influence on the process of project approval in its role as Accountable Body.  It is also vital that underpinning this level of involvement there is a formal Agreement between the Council and the LDET, covering all aspects of the different roles, responsibilities, etc. in the process.  The basis of such an Agreement was presented to the Executive (ECD.21/03) last August and this needs to be developed fully and formally agreed between the two parties.

6.4
At Board level the Council should be invited and entitled to attend, in an advisory capacity, all meetings and receive minutes, etc.  This will allow the Council to comment fully at Board meetings on the development or submission of projects and advise the Board on matters relating to the Accountable Body role.  It could also comment generally relating to other aspects of the broader MTI process it may be involved in.  This representation could be at Officer level.

6.5
Project proposals, once presented to and approved by the Board, would then be channelled into an Appraisal and Approval system.   This would ensure the project meets the terms and conditions of the NWDA Offer Letter including outputs generated, value for money, etc.  As part of this process an “independent” appraisal of the project would take place against a standard set of criteria laid down by the NWDA.

6.6
The independent Appraisal report of the individual project would be presented to an Approval Panel which, it is recommended should be made up of 2 City Council Members and 2 LDET Directors with Officer support.  This Panel would then consider and determine the project application. Discussions on the details of the Project Approvals Panel have not been held with the LDET.  The basis of the discussions would be the diagram appended to report ECD.21/03 agreed by the Executive in August last year.

6.7
Once approved the application, with accompanying draft Offer Letter, would then be passed to the Council’s Head of Finance who would issue the Offer.

6.8
In practice there will only be a limited number of applications that the City Council would deal with directly through this process.  It should be noted that some of the proposed projects, for example, the business grants scheme will involve a level of delegation for the approval of grant applications from individual businesses.  This delegated process need not involve the Project Approval Panel, its role will be to ensure that proper safeguards are built in at the project design stage so that the subsequent delegated process operates in a way that meets the project aims, achieves the outputs and follows financial protocols.

6.9
The above process and procedures cover the Council’s role as Accountable Body.  It is now clear that to fulfil this function the City Council is not necessarily required to have a Director appointed on to the Board.

6.10
The Executive is asked to nominate two Members to serve on the Project Approval Panel when it is formed and to authorise the Portfolio Holder for Economic Prosperity to agree the practical arrangements for the operation of the Panel in conjunction with the LDET Board.

7.0
CONSULTATION

7.1
Consultation to Date – Discussions with the LDET

7.2
Consultation proposed – Discussions to continue

8.0
RECOMMENDATIONS

1)
Notes the scope and implications of the Council’s role as Accountable Body, it’s role in approving MTI projects and Members’ involvement in the scheme.

2)
Endorses the principles of the Scheme bid and refers the detailed bid to the Leader and Portfolio Holder for Economic Prosperity for final ratification

3)
Nominates 2 Members to serve on the Project Approvals Panel and authorises the Portfolio Holder for Economic Prosperity to agree the arrangements for its operation in conjunction with the LDET Board.

4)
Authorises officers to formalise the roles and responsibilities of both parties in connection with the Accountable Body function into an Agreement.

9.
REASONS FOR RECOMMENDATIONS

10.
IMPLICATIONS

· Staffing/Resources – The implications for the Council’s budgets relate to the funding of the staff delivering the programme.  The City Council already funds one third of the MTI Regeneration Officer’s costs, equivalent to £15,000 per year.  This post is essential to the success of the MTI programme and will need to be resourced up to March 2008 when the NWDA scheme is projected to finish.  A bid will be brought forward for consideration in the forthcoming budget round.

· Financial – To be reported at the meeting

(
Legal – Whilst the report is correct in stating that there is no City Council representative on the board of the MTI, a board member is coincidentally also an employee of the City Council.  Under the provisions of the Local Government and Housing Act 1989 a person is “associated” with a local authority if, at that time, he is an officer of the authority.  Such an association may mean that the MTI is a local authority “influenced” company within the meaning of the legislation as the combined voting rights of local authority representatives and those deemed to be “associated” with local authorities (namely the Parish Councillors and the aforementioned employee) equate to more than 20% of the voting rights/directors.

If the MTI were deemed an ‘influenced company’ it would be subject to Regulations comprised in the Local Authorities (Companies) Order 1995 (as amended).  As such, amongst other things, it would be deemed that capital receipts/grants received, and liabilities incurred, by the company as having been received or incurred by the Council.

The matter has been brought to the attention of the Chairman of the MTI who is taking steps to address the issue.

Consequently, for the City Council to gain a representative on the board and keep the level of local authority association below 20%, it would be necessary for two of the three local authority associated persons (i.e. from a combination of the two Parish Councillors and one employee) to step down from their positions on the board to be replaced by a City Councillor, so bringing the local authority associated membership to two only.

Advice received from the Audit Commission indicated that any Authority  becoming an  accountable body should have roles and responsibilities enshrined in some form of service level agreement between the parties involved.  This is of the utmost importance.  It will also be necessary for the Council to be satisfied that the viability and risks associated with any scheme it authorises as Accountable Body have been fully evaluated prior to them being approved, given that the authority will be responsible for securing its successful completion within budget opposite NWDA.

· Corporate – 

· Risk Management – A formal agreement between the Council and LDET needs to be in place before the Scheme can commence, to ensure that the Council’s exposure to risk is protected.

· Equality Issues – The Scheme aims to address issues of deprivation and exclusion in Longtown.

· Environmental – The Scheme includes projects to improve the environmental quality of Longtown.

· Crime and Disorder – The Scheme includes measures to combat crime and disorder and anti-social behaviour in Longtown.

· Impact on Customers – The Scheme will address local issues, concerns and priorities at a local level.

APPENDIX ONE

ACCOUNTABLE BODY RESPONSIBILITIES
1.
Receipt of Grant  -  claim grant from NWDA, and other contributors and pay claims on the partnership which are due.

2.
Grant Offer Letters  -  enter into contracts with project deliverers on behalf of partnership.

3.
In Kind Contributions  -  ensure all agreed in-kind contributions are properly recorded and reported.

4.
Project Appraisal  -  ensure systems are in place and that projects have received formal approval before any payments are made.

5.
Progress Monitoring  -  ensure all required information on expenditure, activities, outputs and outcomes are properly recorded and reported.

6.
Competitive Tendering  -  wherever possible contracts should be let through competitive tendering procedures.  The Accountable Body will ensure this is followed, including following EC Procurement Directives above relevant thresholds.

7.
Withholding Funds  -  the Accountable Body reserves the right to withhold funds from projects which do not contribute to the delivery of the performance plan, are not properly appraised or fail to deliver the required outputs.

8.
Accounts  -  the Accountable Body will account for the income and expenditure of the partnership and provide an annual audited statement of grant.

9.
Inventory of Assets  -  ensure an inventory of assets is established and maintained, including arrangements with projects for the reporting of purchases and disposals.

10.
Conflicts of Interest  -  will ensure the partnership establishes procedures for the declaring, recording and dealing with conflicts of interest.

11.
Employment of Staff  -  the Accountable Body will employ staff on behalf of the partnership.

12.
Audit  -  can ask for internal audit/others to examine any aspects of the scheme, including records maintained by projects.

13.
Other – the Accountable Body may provide other services as required e.g. accommodation, legal services.
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