THE EXECUTIVE
27 MARCH 2007
REPORT OF THE CORPORATE DIRECTOR OF REGENERATION
	Title: Local Enterprise Growth Initiative (LEGI) Business Centres

	For Decision 

	Summary: 
A key and high profile element of the successful bid for Local Enterprise Growth Initiative (LEGI) funding is the delivery of two managed workspace business centres in the Borough by March 2009.  The location of the centres is critical to their success with the central aim being to demonstrate to the Borough’s most deprived communities that wealth creation and enterprise are meaningful and accessible to them.  This report proposes two Council–owned sites (part of The Lintons and part of Frizlands) that meet the location requirements and sets out the results of a consultancy report on taking the project forward to tender.  In order to secure the Dagenham site, a parking area would need to be closed and Central Stores relocated to another part of the Frizlands site. 
Wards Affected:  Abbey and Heath.


	Implications:

	Financial: 
The estimated cost of building the two business centres is £15.5m.  The LEGI programme includes £7.5m of capital funding for the two business centres.  The gap will be met by the developer/operator appointed through a competitive tender process.  After the first year of operation both centres will be required to run commercially without any LEGI/Council subsidy.   
The most significant financial implication for the Council is the commitment given to provide sites for the business centres.  The Council would retain the freehold but offer a long lease.  Neither site proposed is identified in the current Disposal Programme however given their location, it is likely both sites could achieve residential values and thereby the Council is foregoing a potential capital receipt estimated at £1.65m during the lease period for the Dagenham centre and accepting that the receipt gained for the whole Lintons redevelopment site will be lower as a result of including the Business Centre.   
Feasibility work has been considering the opportunities for residential uses above the Barking business centre in order to minimise the loss of land receipt and achieve wider regeneration benefits.  
In going out to tender for a business centre operator, the tenderers would be expected to bring in their own resources to ensure the business centres are flagship developments both in terms of built form and the services offered.  There may be some minor capital expenditure associated with securing the Frizlands site which could be funded through the LEGI grant.


	Legal:
Given the importance of the contractual arrangements between the Council and contractors, legal advice will form an integral part of the project team. 

	Risk Management:
The ultimate risk is that if the sites are not approved and secured it is unlikely that suitable alternatives can be found resulting in the failure to deliver a major, high profile element of the LEGI programme and the loss of over £7.5m of external funding in addition to the loss of benefits the project would generate for the local community and loss of reputation for delivery.
Timescale is a key risk with a very tight timeframe for delivery.   Discussions with GOL will occur at an early stage to discuss potential scope for re-profiling the funding.  It is important that implementation of the programme to close Central Stores is commenced immediately in order to ensure the Dagenham site is made available by December 2007.
The project has been through a Gateway Capital Programme Management Office (CPMO) review to secure the feasibility funding and a full CPMO appraisal will occur prior to tender along with the LEGI programme’s own appraisal process.   These appraisals will set out options and risks in detail utilising the current feasibility work.
Desktop utilities surveys have been carried out with nothing significant arising.  Ground and topographical surveys have been commissioned and will form part of the tender pack to provide greater certainty.   

The feasibility study looked at demand and supply for managed workspace and reconfirmed the LEGI Enterprise Plan view that there is need and demand for the proposed space.  Business Centres tend to have a high degree of ‘churn’ of tenants which is desirable as the aim is to see businesses grow and move on.  The operators’ businesses models are designed to accommodate such churn and void periods.


	Social Inclusion and Diversity:
The Race Relations (Amendment) Act 2000 places a requirement on local authorities to make an assessment of the impact of new and revised policies in terms of race equality. Existing policies have already been subjected to impact assessments.  This Authority has adopted an approach of extending the impact to cover gender, disability, sexuality, faith, age and community cohesion.

The principal aim of the two business centres is to demonstrate in the Borough’s most deprived areas that wealth creation and enterprise are meaningful and accessible to the Borough’s residents.  The locations proposed are ideally placed to achieve this whilst the wider LEGI programme as a whole seeks to address social exclusion and diversity issues.  Tenderers to run the centres would need to meet the Council’s equalities and diversity requirements as well as showing specifically how they would seek to engage young people.


	Crime and Disorder:
Section 17 of the Crime and Disorder Act 1998 places a responsibility on local authorities to consider the crime and disorder implications of any proposals.  In relation to this report the business centres would address security issues (CCTV and site security being a basic requirement) and make their localities feel safer through an active street presence.  New business start ups, bringing people into work and creating a culture of enterprise are critical to addressing the root causes of crime and disorder.  


	Options Appraisal:
Various site options were explored and were presented to the Regeneration Board in July.   Given the requirements for Council owned sites in high profile locations in the Borough’s most deprived wards the two sites set out in this report are seen as the only options deliverable in the timescale.   Procurement options were considered as part of the feasibility work.


	Recommendation(s)


	The Executive is recommended to agree:
1. 
The Lintons Site, as identified on Appendix A (subject to minor boundary amendments). is agreed as the site for the Barking LEGI Business Centre. 

2. 
The Frizlands Site, as identified on Appendix B (subject to boundary amendments agreed with Shanks), is agreed as the site of the Dagenham LEGI Business Centre.  In addition that the following actions are taken to ensure the site is made available within the LEGI timetable:
a)
Relocation of Central Stores to another part of the Frizlands site.

b)
The car parking area identified on Appendix B is closed following a period of 3 months consultation and notification. 
c)
Enter negotiations with Shanks to produce a better boundary between the two sites. 
d)
Relocate the salt store elsewhere on the Frizlands site.

3.
a)
In accordance with the Constitution (Contract Rules 3.6) to authorise the 
Director of Regeneration to tender for a development partner through the

OJEU Restricted Procurement Procedure and advise if Councillors wish to 

be involved with the packaging and specification of the above mentioned 

contract and decide the nature of their involvement in the subsequent 
evaluation and award of the contract; and,
b)
Note that should the Executive be content with Officers proceeding without direct Councillor input into the packaging and specification and evaluation of the tender, a further report will be presented in due course advising the Executive of the results of the tender evaluation process and requesting approval to appoint the successful contractor.


	Reason(s)


	To assist the Council in achieving its Community priorities in particular , ‘Regenerating the Local Economy’, ‘Raising General Pride in the Borough’, ‘Making Barking and Dagenham cleaner, greener and safer’, and ‘Promoting equal opportunities and celebrating diversity’. 


	Contact Officer:

Jeremy Grint
	Title:
Head of Spatial Regeneration

	Contact Details:
Tel: 020 8227 2443
Fax: 020 8227 5326
Minicom: 020 8227 3034
E-mail: Jeremy.grint@lbbd.gov.uk


1. 
Introduction and Background
1.1
On 29 November 2005 the Executive (Minute Number 191) gave approval for the Council, on behalf of the Barking and Dagenham Partnership,  to submit a bid under the first round of Local Enterprise Growth Initiative (LEGI) funding.  In February 2006 it was announced that Barking & Dagenham was one of ten successful bidders securing £15.5m over three years.  A key and high profile element of the LEGI programme is the delivery of 60,000 square feet of managed workspace in the Borough’s most deprived wards.   The bid proposed one centre in Barking and one in Dagenham.   
1.2
Enterprise centres, business incubators, innovation centres, managed workspace and business centres tend to be interchangeable terms referring to a special form of short lease, serviced accommodation designed particularly to support business start-ups.   Barking and Dagenham currently (perhaps uniquely) has none - a factor which no doubt contributes to the Borough having the lowest number of firms per capita in London.   Such provision provides a key element of business support providing the premises that new businesses want on the terms which meet their needs (enabling them to concentrate on the business rather than be distracted by other issues) and with the support services that help them grow.    Examples of business/enterprise centres and managed workspace can be divided into two main physical categories:  primarily office schemes and those comprising a mix of office/workspace/studio accommodation.  It is envisaged the Barking centre would be solely studio/office based workspace with the Dagenham centre containing a mix of offices/studios and workspace/light industrial including ground floor loading bays.  Most of the following aspects are usually provided in business centres:

· Semi or fully furnished offices and/or workshops at a range of sizes (including flexible space - adjustable walls etc)

· Easy in, easy out tenancy terms

· Staffed Reception

· Security/CCTV 

· Secretarial support (inc fax / photocopying services)

· Business support and advice/Signposting to business support services

· Meeting Rooms/Conference Room (with presentation equipment)

· Shared Kitchen(s)  

· Tenant Lounge/Communal/breakout areas with vending machines 

· Cafe for use by businesses and external customers. 

· Mail Collection/franking

· Broadband/IT services and telephones

· Cleaning/maintenance

· Often 24 hour access

· Virtual office space where businesses operating from home can have a postal address at the centre and utilise facilities when required to present a strong business environment to clients and investors.   Such a service offers a good stream of future occupiers as they expand to need premises.
1.3 
As noted in the 29 November report, whilst capital funding for the building of the two centres forms part of the LEGI funding, the cost of land was excluded.    Using the Council’s economic power is one of the roles the Council identified in the Borough’s Economic Development Strategy and this would be a flagship example of the Council utilising its assets (land) to secure economic development and regeneration of the local economy as well as attracting private sector resources.   The developments would be high profile and assist with the creation of a step change in the Borough’s enterprise culture setting in place facilities which will have a long term beneficial impact for the community.
2.
Current Position

2.1
Site options for the business centres have been assessed and presented to the Regeneration Board.   With no funding available for site purchase, the assessment has been focussed on Council owned sites although early consideration did explore options with English Partnerships and the City of London.   The location of the centres is critical to their success and the bid made very clear that the centres should be located in the heart of the Borough’s most deprived residential areas rather than in large development sites south of the A13.    Key location requirements are a high profile position in the most deprived Super Output Areas (SOAs) where residents can see that the Borough is a place that enterprise can flourish and that new business ventures can be supported.   Good public transport links for the borough’s residents to get to the centres is also important. 
2.2   
The project has been through a CPMO gateway review to secure the feasibility funding and will go through the full CPMO appraisal and the LEGI programme’s own appraisal prior to tender.

2.3 
A team of consultants led by ABROS were appointed to produce a report including site capacity plans, exploration of procurement options, financial appraisals and consideration of management operations.   The second phase of the consultants’ work is the production of tender specifications for both centres by the end of March.
3.
Barking Location
3.1 
With substantial regeneration schemes occurring in Barking Town Centre, the opportunities to secure a suitable site that could be developed independently within the timescale (by March 2009) are extremely limited.   The Malthouse site was considered however the focus for that area is specifically the Creative Industries sector which will be a different market but one which will complement the Business centres proposal.    One Council owned site which could be delivered in the timescale perfectly fulfils the location requirements.  The Lintons redevelopment site is ideally located to serve the Borough’s most deprived Super Output Areas, is highly accessible and offers the opportunity for high visibility.   The Business Centre offers the potential to add vibrancy and activity to a predominantly residential development site.   Given its highly accessible location the Barking business centre would be wholly studio/office based on four storeys in height with ground floor reception, meeting room space and café/restaurant facility.   The feasibility work has considered options for development above the business centre (residential uses, more managed workspace, general office use) up to 12 storeys in height in line with Barking Town Centre Design principles.    Master planning work for The Lintons is about to be commissioned which will ensure the designs for the centre and uses above fully complement the wider Lintons redevelopment. 
4.
Dagenham Location

4.1 
A number of alternative Dagenham sites were presented to the Regeneration Board including the St Georges and Wood Lane allotment sites.  The Regeneration Board recommended greater consideration of utilising part of the Frizlands site at the junction of Rainham Road North/Bull Lane.  Frizlands fulfils the locational requirements of the business centres by being in and close to a number of SOAs, it is in close proximity to the secondary school proposed for Enterprise specialism, it is a relatively high profile and well known site. 
4.2 
As the Barking centre would be wholly office based, the Dagenham site offers the opportunity to have a mix of offices and workshops with ground floor loading bays.   This provides scope to provide for a wider range of businesses.   Loading bays would only be utilised infrequently by transit vans rather than Heavy Goods Vehicles and as such could be located adjacent to residential areas without detriment.  There are numerous examples of this working successfully elsewhere. The development of the Reuse and Recycling Centre (RRC) by Shanks at the Frizlands site did generate opposition from local residents.  This suggests potential opposition to a business centre development however no residential properties directly face the site unlike the RRC and the centre would be an attractive building rather than a waste facility with it’s associated noise and traffic movements.  Local residents will be engaged prior to planning application stage to seek views on design and layout issues as well as to raise the profile of the development, attract potential occupiers and establish links with the proposed Enterprise specialist school.  
4.2.1 The Business Centre has to operate in an environment where businesses can invite clients and investors therefore there are clear occupation requirements and any workshop units would allow no external storage.  Vehicle repair businesses and other bad neighbour uses would run counter to this and therefore would not be acceptable. 

4.3   
The wider Frizlands site is seen as being significantly under-utilised therefore work is underway between Environmental and Enforcement Services, Housing Services and Asset Strategy and Capital Delivery on a broader depot strategy to maximise the efficient use of land.    This may result in changes to the rest of the Frizlands site.  Progressing the business centres site will be done in conjunction with this wider consideration.
4.4   An indicative layout plan is attached as Appendix C.   This was produced to show site capacity and how the centre could create an active frontage onto Rainham Road North.   Tenderers will be able to bring their own expertise to the design and layout of the centre within certain design parameters and there may be minor changes associated with any emerging wider Depot strategy.
4.5 
The identified element of the Frizlands site does contain existing Council uses mainly operational vehicle storage and a Central Stores building but it has long been acknowledged that operational changes in the near future would reduce the need for land.   Consultants Kendric Ash were appointed to produce  a report providing a clear set of actions required in order to ensure that the relevant part of the Frizlands site is ready for development in the LEGI timescale with consideration of medium term operational changes. The Kendric Ash work concludes the following actions are required:
Car Parking Area

4.5.1 
This area (shown in yellow on Appendix B) is an overspill car park for fleet vehicles and is being used by employees for personal vehicles.  There is no official allocation of parking on this site.   The Kendric Ash report identified the vehicles by Division/section.   Kendric Ash assessed the vehicles on site and spoke to relevant managers and conclude that once a full and proper consultation and notification period of at least 3 months has occurred the car park could be closed.   There is some scope for additional parking elsewhere on the Frizlands site and some LEGI funding could be utilised to facilitate this.   
Salt Store

4.5.2 
Salt is purchased by Central Stores and is used for road gritting. There are two other salt stores on the Frizlands site which could be expanded.    The Environment Agency provide advice on storage of salt and it may be the case that there are cost implications for making either or both sites suitable for additional salt storage.  This could be funded through LEGI.  There could also be scope to store salt in the repairs building and storing salt indoors would improve the quality of the material by preventing rainwater leaching.    The precision location of the salt store will form part of the wider consideration of the Depot sites being undertaken.
Shanks/ELWA

4.5.3 
The area leased to Shanks as part of the East London Waste Authority (ELWA) contract as the Borough’s Reuse and Recycling Centre is shown on Appendix B in green.  The northern boundary between the Shanks site and the proposed business centre site is irregular and there is scope to create a straighter boundary line which benefits both users and with a boundary treatment which minimises both the visual and noise impact of the RRC on the business centre site.  There is expected to be no additional costs or loss of income other than some legal costs. To date, there has been no discussion with Shanks/ELWA about the proposals and any discussions that take place will also take into account the wider Depot strategy to maximise the benefits..
Central Stores

4.5.4 
The most significant use on the proposed Business Centre site is the Central Stores building.  The building is a significant structure which is under utilised since it was originally used for storing larger equipment such as street furniture.  Currently it mainly stores three types of items; cleaning materials, branded clothing and stationery.   It is proposed to relocate Central Stores onto a smaller site within the wider Frizlands site.  Strong corporate commitment is required in order to ensure the existing building is vacated by December 2007 to enable the business centre to be delivered on time.   This will form part of the wider consideration of the Frizlands site.
5. 
Procurement of the Business Centres 
5.1 
It is proposed to go out to tender through the OJEU Restricted Procurement Procedure seeking tenderers, who would design, build and operate the centres.
5.2 
The feasibility report considered the whole range of procurement options including utilising the Council’s Construction Framework contractors. As an OJEU procurement process would be required for the selection of an operator there would be limited time saving and the potential for attracting additional private sector finance is enhanced through tendering construction with operation or the wider Lintons redevelopment.    
5.3  
The procurement timetable would see the contract signed with the operator at the end of 2007/early 2008 with a start on site by March 2008 and both centres operational by March 2009.  Executive approval for appointment of the selected operator would be sought in late 2007.
6.
Financial Implications
6.1 
Capital 
6.1.1 The estimated cost of building the Dagenham Business Centres is £8.4m with the Barking Centre with residential above being £16.4m.   LEGI funding of £7.5m for the build element of the project is available over the period 2007/08 and 2008/09. In reality with the procurement timetable it would be difficult to incur significant spend in 2007/08.   Early discussions with Government Office for London (GOL) will occur to discuss re-profiling the majority of funding to 2008/09 and whether there is any scope to extend the funding into the following financial year.  The residential income from the Barking Centre is estimated at £9.2m with the remaining gap of both centres being £8.1m which will come from the successful tenderer.  There are numerous factors which will alter the funding gap which will be negotiated through the tender process.  Tendering will allow further refinement of the scheme’s financial viability on the basis of more precise development costs which will allow Members to consider the detailed financial implications prior to any contractual commitments. 
6.2 Land Values

6.2.1 As part of the LEGI bid the Council committed to providing the sites for the Business Centres as part of its role in using its assets to support economic development and physical regeneration.    The proposal is that the Council retains freehold ownership and grants a lease to the business centre operator(s) to run a/the business centre(s).    The feasibility work has identified that different operators have different views on the length of lease they would require.   Therefore to ensure the strongest tender response, the procurement procedure will ask for responses to both a 25 year and a 99 year lease.   Whilst foregoing a capital receipt for the freehold now, the project has numerous benefits for the Borough as set out in this report.
6.2.2 Given the requirement for the business centres to be located within residential areas, it is almost inevitable that any site selected could be alternatively used for housing.  Whilst neither of the sites proposed is identified in the current Disposal Programme there is nevertheless still an opportunity cost to not selling them for residential values.   
6.2.3 Whilst the Frizlands site could be utilised for housing its proximity to the Reuse and Recovery Centre means the site value would be lower than other sites put forward.   Given site size and surrounding development heights, there is no scope for any residential development above the business centre.   The land required from the Frizlands site has been independently valued for residential use at £1.65m although this does not taken into account costs of access arrangements or noise mitigation measures from the RRC.   
6.2.4 It is harder to divorce the Barking Business Centre site from the wider Lintons development area in terms of values as the Council would be looking at the inclusion of non residential uses within the overall development to add vitality to such an important town centre site.    An indicative value based on town centre residential values is that the site could be worth £2.5m.  The proposal for residential uses above the Barking Centre and its inclusion within the wider Lintons redevelopment however makes the figure irrelevant.
6.2.5 In terms of value for money, the project offers scope which has not been available before to attract private sector investment to bolster the LEGI funding and create a step change in enterprise culture.    Residential development above the Barking Business Centre offers the chance to create a flagship building and add viability to the development proposals.  
6.3      Revenue

6.3.1 
The LEGI Delivery Plan identifies up to £350,000 revenue funding for the first year of operation of the Business Centres.  However the business centres are being progressed on the basis of no direct revenue support from either LEGI or the Council.   The Business Centres are expected to be able to be financially viable through their rental/service income.    
7.
Consultees
7.1
The following were consulted in the preparation of this report:

Councillors

Councillor Kallar
Lead Councillor for Regeneration Portfolio and Heath Ward Member

Councillor Bramley
BDE Board Member and Abbey Ward Councillor
Councillor Alexander
Abbey Ward Councillor
Councillor Fani

Abbey Ward Councillor
Councillor Fairbrass

Heath Ward Councillor
Councillor Reason

Heath Ward Councillor
Officers

Resources Department
Alex Anderson, Group Manager - Regeneration and Customer Services Finance
Muhammad Saleem, Divisional Director Legal Services

David Robins, Group Manager - Procurement and Efficiency
Paul Ansell, Procurement Officer

Adult and Community Services Department
Mark Tyson, 
Strategic Group Manager Community Safety
Glynis Rogers, Head of Community Safety and Preventative Services
Regeneration Department
Jim Mack, Head of Asset Strategy and Capital Delivery



Colin Beever, Group Manager - Property Services Group




Alan Lazell, Head of Skills, Learning and Enterprise


Michelle May, Employment and Enterprise Development Manager
Allan Aubrey, Head of Leisure, Arts and Olympics 
Danny Caine, Group Manager Performance, Policy and Programmes

Customer Services

Darren Henaghan, Head of Environmental and Enforcement Services
External

Judy Chapman, Head of Barking and Dagenham Enterprises (BDE)
Mamta Patel, BDE Programme Manager

Background Papers Used in the Preparation of the Report:
· Executive Report ‘Local Enterprise Growth Initiative – Towards the development of an Enterprise Plan’  29 November 2005 (Minute Number 191).
· LBBD Economic Development Strategy, July 2004.
· LEGI Enterprise Plan, Published 9 December 2005.
