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REPORT TO CABINET



22 February 2010

TITLE OF REPORT: 
Enterprise and Innovation Fund – Broadband Grant
   
REPORT OF:

Derek Quinn, Group Director Development and Enterprise 

   

Purpose of the Report 

1. This report seeks Cabinet approval for the proposal and eligibility criteria for a Broadband Grant to be introduced as part of the Council’s Enterprise and Innovation Fund.   



Background 

2. On 8 September 2009, Cabinet approved proposals for an Enterprise and Innovation Fund to be established as part of the Council’s £200m 10 Point Plan for Economic Resilience.
3. Three discretionary grants schemes for businesses were introduced; Regeneration Grant; Development Grant and Business Start up Grant. 

4. The Fund seeks to stimulate enterprise and job creation within identified regeneration areas of Gateshead, in particular within the proposed Enterprise and Employment Zone (Team Valley, Central Gateshead and East Gateshead Primary Employment area including Baltic Business Quarter).  
5.
Interventions are targeted at the key sectors of knowledge intensive, commercial 
creative (including design), value added engineering, and high growth enterprises in 
order to maximise return on investment and impact on the Gateshead economy and 
promote the growth of knowledge based industries. 

Proposal 

6. Next generation broadband access will drive business growth and performance, especially in the knowledge based industries. Significant improvements in broadband infrastructure are expected in the next few years across the UK. Gateshead is already a leader in the provision of business broadband following the implementation of a next generation fibre optic open access network through the Gateshead Technology Innovation (G-ti) Ltd initiative.

7. In order to encourage improvements in business performance and to stimulate the growth of Knowledge based industries, supporting delivery the vision of Gateshead’s Sustainable Community Strategy, Vision 2030, it is proposed that a Broadband Grant as set out in Appendix 2 be approved.  


Recommendations

8. It is recommended that the Cabinet approve the proposal and eligibility criteria for the Enterprise and Innovation Fund’s Broadband Grant as set out in Appendices 2.

For the following reasons:

1) To raise the profile of Gateshead as a business location for businesses.

2) To promote improvements in business performance, productivity, innovation and growth. 

3) To create priority business clusters and support the growth of knowledge based industries in the borough. 

4) To stimulate and secure investment from employers looking to relocate, creating highly skilled jobs and GVA growth potential, addressing key improvement targets in 2030 and the LAA.

5) To support the Council’s investment in the Gateshead Technology Innovation Ltd

6) To implement key elements of the Enterprise and Employment Zone proposal.
CONTACT:  Andrew Tate extension: 2084  
PLAN REF: 3592 











APPENDIX 1


Policy Context 

1.   The Council’s £200million 10 Point Plan for Economic Resilience was developed to support local residents and businesses to manage the impact of the economic downturn. The plan recognises that alternative actions and new ways of working are required to enable the achievement of the ambitious longer-term plans for Gateshead in the context of the changing economic climate.

2. The Enterprise and Innovation Fund   will increase economic activity within the Borough, and improve the quality of life for local people by attracting and securing business investment and stimulating job creation. The establishment of the Enterprise and Innovation Fund, and in particular the Broadband Grant, as part of the 10 Point Plan supports the vision and aims for Gateshead, which are articulated within:

· Vision 2030, through the Big Ideas Creative Gateshead, City of Gateshead, Sustainable Gateshead and Gateshead goes Global

· The Economy, Skills, Housing and Transport theme of The Gateshead Agreement

· The Multi Area Agreement, whereby we seek to secure a more competitive and economically inclusive city region.


Background

3.   The sub-national economic development and regeneration review of July 2007 outlined the Government's plans to empower all local authorities to promote economic development in support of its objectives to encourage economic growth and tackle deprivation at every level.
4. More specifically local authorities have a responsibility to act as leaders in ‘place shaping’ by using their influence, resources and powers to develop the area’s economic potential, recognising that ‘economic growth will increasingly depend on enterprise and innovation and the ability of places to build upon their indigenous assets’. 
5. On 10 February 2009, Cabinet approved a £200million 10 Point Plan for Economic Resilience to support local residents and businesses to manage the impact of the economic downturn. 
6. Cabinet allocated resources of £250,000 per annum, over a three year period for discretionary financial assistance through an Enterprise and Innovation Fund to attract investment projects that support the achievement of priorities on 14 July 2009.
7. Cabinet also agreed that the constitution be amended to delegate authority to the Group Director, Development and Enterprise or their nominated representative to approve applications for assistance through the schemes.  
8. On 8 September 2009, Cabinet approved proposals for an Enterprise and Innovation Fund comprising three discretionary grants schemes for business; Regeneration Grant; Development Grant and Business Start up Grant, as part of the Council’s £200m 10 Point Plan for Economic Resilience.

9. The Fund seeks to stimulate enterprise and job creation within identified regeneration areas of Gateshead, in particular within the proposed Enterprise and Employment Zone (Team Valley, Central Gateshead and East Gateshead Primary Employment area including Baltic Business Quarter).
10. Interventions are targeted at the key sectors of knowledge intensive, commercial creative (including design), value added engineering, and high growth enterprises in order to maximise return on investment and impact on the Gateshead economy and promote the growth of knowledge based industries. 
11. Next Generation Broadband Access (NGA) will drive business growth and performance, especially in the knowledge based industries. Significant improvements in broadband infrastructure are expected in the next few years across the UK. Gateshead is already a leader in the provision of business broadband following the implementation of a next generation fibre optic open access network through the Gateshead Technology Innovation (G-ti) Ltd initiative. It is proposed that a Broadband Grant as set out in Appendix 2 be approved in order to encourage improvements in business performance and to stimulate the growth of Knowledge based industries, supporting delivery the vision of Gateshead’s Sustainable Community Strategy, Vision 2030.

Consultation

12. Regional Development Agency ONE North East, regional Business Link service operators Business and Enterprise North East and Gateshead Technology Innovation (G-ti) Ltd have been consulted on the proposal for the introduction of a Broadband Grant.
13. Annual impact reports for the Enterprise and Innovation Fund will be presented to the Economy, Housing and Transport Portfolio group, detailing how the Fund has impacted on the local economy.  
14. The Cabinet Members for Economy, Housing and Transport have been consulted.

Alternative Options

15. Alternative options would be to:

(i) Not set eligibility criteria for the Fund and seek approval from Cabinet on an individual application basis. This option would not be feasible with an estimated 20-30 applications expected each year. 
(ii) Without the incentive of a Broadband Grant it is unlikely that a significant number of businesses will adopt future generation broadband services, reducing the scope for improvements to business performance, productivity, innovation and growth. 
Implications of Recommended Option

16. Financial Implications – Cabinet allocated resources of £250,000 per annum, over a three year period for discretionary financial assistance through an Enterprise and Innovation Fund on 14 July 2009. This proposal seeks no further investment or resources. 
17. To date eight applications for assistance through the Enterprise and Innovation Fund have been received by the council with a total value of £26,731.25. 
18. Risk Management Implication - The terms of reference and eligibility criteria will ensure support delivered through the Enterprise and Innovation Fund is effectively and appropriately targeted. 

19. Human Resources Implications   – None

20. Equality and Diversity Implications – None

21. Crime and Disorder Implications – None

22.   Health Implications – None

23. Sustainability Implications – None

24.   Human Rights Implications – None

25. Area and Ward Implications - None

Background Information

26. £200m 10 Point Plan for Economic Resilience: report to Cabinet 10 February 2009. 

27. Implementation of the 10 Point Plan for Economic Resilience: report to Cabinet 14 July 2009.

28. Enterprise and Innovation fund: report to cabinet 8 September 2009.

Appendix 2

ENTERPRISE AND INNOVATION FUND

BROADBAND GRANT
Description of Assistance

Access to next generation broadband will drive business growth and performance, especially in the knowledge based industries. In the UK significant improvements in broadband infrastructure are needed to encourage and enable businesses to compete within global markets.  However, there is no real evidence such improvements will be delivered by current communication service providers.  Gateshead has recognised the problem and is already a leader in the provision of business broadband through investment in the G-ti fibre optic open access network. 

The Broadband Grant is being administered through the Council’s Enterprise and Innovation fund to encourage businesses to critically review their connectivity requirements and adopt appropriate connectivity to support improvements in business performance. 

Grants will be awarded at the discretion of the Council and will be up to 50% of eligible first year contract costs for next generation broadband, usually provided over an open access network, up to a maximum of £1,000.  The minimum grant award of £200 will usually apply.

Eligibility

Applications will be assessed by the Council against the following criteria:

· Grants are only available to business located within the proposed Central and East Gateshead Enterprise and Employment Zone (See attached map).

· Applications must be submitted and approved prior to committing to a contract for NGA. 

· Applicants must participate in an independent critical review of their connectivity requirements provided free of charge by Gateshead Technology Innovation Ltd or demonstrate that they have received independent guidance from an appropriate organisation/advisor eg ADIT North East.

· The project must result in improved business performance.

· Applicants will need to provide a copy of the connectivity review specifying their optimum requirements.

· Applicants should supply three competitive estimates for all expenditure which is to be claimed under the grant.

· Eligible Costs include: 

· Connection charges

· Bandwidth charges

· Value Added Services (eg data storage)

· Ineligible Costs include:

· VAT 

· Other infrastructure, eg structured cabling. 

· Contracts should be for a minimum of one year. 

· Costs included in the application should not be the subject of support from other publicly funded schemes without prior agreement.

· Ineligible business activities: Betting shops, amusements arcades, casinos, insurance, money lending, debt factoring, hire purchase financing or other financing vehicles, off-licenses, pubs, landlords, taxis, social clubs, night clubs, projects that have as their object the promotion of religious/ political views, pornography, nudity, illegal or immoral acts.

Payment of Grant

· Financial assistance will be provided under EC Regulation 69/2001 ("de minimis" aid regulation).  There is a ceiling of €500,000 (approx £180,000) for all de minimis aid provided to any one firm over the current and previous two financial years.  Any de minimis aid through the scheme will be relevant if the applicant wishes to apply, or has applied, for any other de minimis aid.  Applicants accepting the offer of support will be required to confirm that they have not received de minimis aid exceeding this threshold within the current and previous two financial years.

· An offer of assistance will be sent to successful applicants in duplicate with a request that one copy be returned with the applicant’s signature to acknowledge acceptance of the terms and conditions of the grant.

· In those cases where applications are rejected, the applicant will be informed accordingly.  Where appropriate, applicants will be permitted to submit a revised application. 

· Grants will be paid in arrears.  A request for payment and further supporting documentation as detailed in the offer letter (e.g. a receipted invoice, evidence of any agreed outputs) will be required before approval for payment is made.  Grants will usually be paid in one instalment.

· Grants will normally be made payable to the applicant except in exceptional circumstances where they may be paid to the supplier.

· Grants must be claimed within eight weeks of the date of the offer letter, otherwise the offer will lapse.

· Grants are awarded at the discretion of the Council and are conditional on the availability of funding.

· Applicants MUST NOT make any commitment to expenditure subject to the application or make any assumption on the availability of a grant until a formal decision is given by the Council; otherwise there will be difficulty in establishing a need for support. 

· The Council reserves the right to add to and/or delete, and/or amend any conditions at its absolute discretion and any such addition and/or deletion and/or amendment shall be totally binding upon the business.

Repayment of Grant

· The grant will be repayable at the discretion of the Council if an applicant is found to have made a fraudulent application, or if, within a period of one year from the date of payment of the grant, the business:

· Terminates their contact for NGA broadband provision, without agreement from the council, within the first twelve months. 

· Ceases to trade for a period of three months or more;

· Moves out of Gateshead;

· Fails to provide monitoring information required by the Council.

The Enterprise and Innovation Fund Broadband Grant is a Transformational ICT product. Transformational ICT is part of Solutions for Business, the government’s package of publicly funded business support designed to help companies start, grow and succeed.
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