[image: image1.png]Gateshead

Council




 






REPORT TO CABINET



 

4 March 2008

TITLE OF REPORT:
Review of Business Centres Licence Fees

REPORT OF:

Derek Quinn, Group Director, Development and Enterprise






Purpose of the Report

1.
This report seeks approval for the recommended increases in business centre licence fees
 


Background

2.
Licence fees at the Council’s business centres are reviewed on an annual basis.  The Economic Development Service has carried out a thorough appraisal of the managed workspace sector on Tyneside.  The rental element of the licence fees and the cost of providing services have been considered and the new licence fees have been proposed in consultation with Property Services. 


Proposal

3.
It is proposed that an increase in licence fees be approved to take effect from 1 April 2008.  The proposed increase at Team Valley and Blaydon Business Centres is 6% and at Greenesfield and Gateshead International Business Centres 8.5%.  This will maintain licence fee levels in line with other managed workspace operators and reflect increases in running costs.


Recommendations

4.
Cabinet is requested to recommend Council to approve an increase in business centre licence fees as set out in Appendix 2 to take effect from 1 April 2008.

For the following reasons:

(i) To maintain licence fee levels in line with other managed workspace operators.

(ii) To increase income to the Council and reflect increased running costs, particularly those charged by utility providers and the additional costs of improved broadband internet access at Greenesfield and Gateshead International Business Centres.

(iii) To provide a supportive environment in which small and young businesses can grow and prosper.
CONTACT:  Andrew Tate   extension: 2084   
PLAN REF: 2302

APPENDIX 1

 
Policy Context

1. The proposals are consistent with Vision 2030, the Sustainable Community Strategy for Gateshead and in particular support the ‘Creative Gateshead’ and ‘Sustainable Gateshead’ Big Ideas.   The proposals also support the achievement of the Council’s Corporate Plan, in particular, Corporate Priority 4: 

· Improving Accessibility, Connectivity and Economic Prosperity

· Attract more people to live, work, visit and study in Gateshead, and 
· Reduce worklessness and improve skills, and focus on knowledge based creative and innovation industries
And Corporate Priority 6: Ensuring a Sustainable Gateshead

· Ensure best use of resources to deliver value for money services and long term financial sustainability

Background

2. The Council has operated managed workspace to support new and young businesses in Gateshead since 1986.  Team Valley and Blaydon Business Centres provide industrial workspace and some office space.  Greenesfield Business Centre and the Gateshead International Business Centre provide office accommodation in central Gateshead. The centres currently support 86 businesses and 293 jobs. 
3. Business centre licence fees are reviewed on an annual basis. The Council’s Economic Development Service has conducted a thorough market appraisal of the managed workspace sector on Tyneside.  In consultation with Property Services it is proposed that the licence fees, including the element for National Non-Domestic Rates be increased by 6% at Team Valley and Blaydon Business Centres, and 8.5% at Greenesfield and Gateshead International business centres.

4. At Greenesfield and Gateshead International Business Centres, access to a broadband internet connection is included in the licence fee.  Broadband usage has increased dramatically over the past year and the current amount of bandwidth can no longer cope with demand.  The Council has negotiated an increase in bandwidth and the extra cost of this provision is reflected in a higher proposed licence fee increase at Greenesfield and Gateshead International Business Centres. 

5. Average occupancy across all centres currently stands at a low level in historical terms of 75%. This is primarily as a result of the implementation of the reinforced business centre licensing policy approved in 2005.  This gave priority to new and young businesses and restricted the length of stay for mature occupiers to encourage them to move on and free up space for start-ups.  It is anticipated that an overall occupancy rate of 90% will be achieved within the next year through more aggressive marketing and an improved conversion rate for enquiries.

6. The proposed increases in the licence fee at this level of occupation could potentially generate an additional £54,820 per annum, as shown in Appendix 2.  However it is unlikely that this figure will be achieved in 2008/09 due to staggered licence renewal dates and the granting of rent-free periods at some business centres.

7. The Economic Development Service is working actively with business enterprise agencies and other partners to support the Council’s aims of ‘more businesses locating, forming and growing in Gateshead’. The provision of business centre accommodation is an essential component of the package of support being offered and the activity is underpinned by coordinated promotional activity. Interest and enquiries for accommodation have risen in recent months and if this trend continues will result in an increase in new and young firms taking up space within business centres.  

8. It is therefore appropriate to increase the licence fees at all centres to bring them in line with other similar facilities. If approved, increases will take effect from 1 April 2008 with each business transferring to the new rate when renewing their annual licence.

9. In addition to this increase the existing policy to apply an annual charge of 5% above the normal licence fee rise to occupiers in their fourth and subsequent years will remain.

Consultation

10. In preparing this report the Cabinet Member for Economy, Housing and Transport has been consulted.
Alternative Options

11. If licence fees at the business centres are not raised to reflect the increased property and running costs then the additional charges relating to the provision of this service will need to be met by the Council.  In addition, to leave licence fees at the current level will create an unrealistic operating environment for the licensees, perpetuating their continued stay in a heavily supported environment and undermining the business centre licensing policy.  


To increase licence fees by a greater degree would make the cost of taking space in business centres prohibitive to new business start-ups and stifle growth. It may also deter potential occupiers, increasing voids in business centres and having a detrimental impact on income generation.   

Implications of Recommended Options
 

12. Financial Implications – The Strategic Director, Finance and ICT confirms that if the proposal is approved an estimated additional income to the Council of £54,820 may be generated.

The estimate is based on achieving 90% occupancy across all business centres and will be achieved incrementally as the increases will be implemented as businesses renew their annual licence agreement after the effective date of 1 April 2008.  If the occupancy levels fall below 90% the level of income will reduce. 

13. Risk Management Implications – none

14. Human Resources Implications – none

15. Equality and Diversity Implications – none

16. Crime and Disorder Implications – none

17. Sustainability Implications - none

18. Human Rights Implications – none

19. Area and Ward Implications – boroughwide.

APPENDIX 2

The following tables show current and proposed prices for Gateshead Council’s business centres and the approximate potential increase in revenue from licence fees at the Council’s four business centres based on increases of 6% at Team Valley and Blaydon Business Centres and 8.5% at Greenesfield and Gateshead International Business Centres.

An occupancy level of 90% is assumed for each Centre. 

Licence fees are not subject to Value Added Tax.

All figures are inclusive of National Non-Domestic Rates.

The increased income is indicative of the implications of the licence fee review. An increased revenue of £54,820 pa is unlikely to be achieved due to staggered licence renewal dates and the granting of rent free periods at some business centres.

Table 1

	Business Centre
	
	Existing Average price per sq ft (£)
	
	Proposed Average price per sq ft (£)

	
	
	
	

	Team Valley
	Office space
	12.88
	
	13.67

	
	Industrial Space
	9.51
	
	10.08

	
	
	
	
	

	Blaydon
	Office space
	12.71
	
	13.48

	
	Industrial Space
	8.07
	
	8.56

	
	
	
	
	

	Greenesfield
	Office space
	21.87
	
	23.73

	
	
	
	
	

	Gateshead International 
	Office space
	22.72
	
	24.65


Table 2

	Business Centre
	Current Income p.a.

@ 90% occupancy (£)
	
	Income with 6%/8.5% Increase (£)
	
	Increased Revenue

(£)

	
	
	
	
	
	

	Team Valley (6%)
	250,790
	
	265,840
	
	15,050

	
	
	
	
	
	

	Blaydon  (6%)
	85,190
	
	196,300
	
	11,110

	
	
	
	
	
	

	Greenesfield (8.5%)
	121,770
	
	132,120
	
	10,350

	
	
	
	
	
	

	Gateshead International (8.5%)
	215,440
	
	233,750
	
	18,310

	
	
	
	
	
	

	
	
	
	TOTAL
	
	54,820
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