TELFORD & WREKIN COUNCIL

CABINET  11th May, 2010
DEVELOPING FOOTBALL WITHIN THE COMMUNITY: 
JOINT DEVELOPMENTS WITH AFC TELFORD UNITED

REPORT OF HEAD OF LEISURE AND CUSTOMER SERVICES
1.
PURPOSE
1.1
To update Members of the current position with regards to asset transfer proposals with AFC Telford United and seek approval from Cabinet for delegated authority to proceed.

	2.
Recommendations
2.1   Grant delegated authority to the Head of Governance following consultation with the Cabinet Member for Active Lifestyles, to enter into all necessary legal documentation to transfer the assets as identified as Lease 1 and Lease 2 to AFC Telford United with conditions as per paragraphs 5.3 and 8;  

2.2 Grant delegated authority to the Head of Governance, following consultation with the Cabinet Member for Active Lifestyles, to consider and enter into all necessary legal documentation to complete the transaction to TCAT with conditions as per paragraph 5.4.1.
2.3 Subject to the successful Sport England bid, recommend the sale of the Haybridge Road house and use the proceeds of sale to constitute the Council’s capital contribution to the project as per paragraph 5.3.4.
2.4 Agree to give an initial grant of £15,000 to AFC Telford to support their bid costs of preparing for and submitting the Sport England bid covering the period May – until the end of December 2010 when the outcome of the bid should be known. If further work on the Sport England Bid is required after the December date Cabinet are requested to grant delegated authority to the Head of Leisure and Customer Services following consultation with the Cabinet Member for Active Lifestyles to extend the grant for a further agreed period of time to support successful completion of the Sport England Bid.
2.5 Note that this report and its recommendations regarding lease 2 assume the Sport England bid is successful and should this not be the case, grant delegated authority to Head of Leisure and Customer Services, following consultation with the Cabinet Member for Active Lifestyles, to pursue an alternative solution with AFC Telford regarding the transfer of the assets identified within the report, subject to an acceptable business plan.




3.
SUMMARY
3.1
Following previous Cabinet approvals, the report updates Members about progress of the proposals to transfer land to AFC Telford United in order to protect the future of this important community hub.
4.
PREVIOUS MINUTES
4.1
Full Council Minutes – 28th April 2004

4.2
Cabinet Minutes – 15th September 2009

4.3
Cabinet Minutes – 26th January 2010

5.
INFORMATION
5.1
Background
5.1.1
Cabinet authorisation was granted on 26th January 2010 to lease land at AFC Telford United (Bucks Head Stadium and ancillary site; AFC Learning Centre; Haybridge Road Garage and Associated Haybridge Road House) to secure football provision at the Bucks Head ground and create community benefits across the Borough.  Officers continue to work with the Club to deliver this.

5.1.2
As Members will also be aware from a previous Cabinet report (23rd February 2010), a joint bid between TCAT and AFC Telford United has been submitted to Sport England. The bid, (see Appendix 1), proposes a £4.5m capital programme to develop a range of community and regional sports facilities focusing on football, basketball, netball and gymnastics and includes:

· 1200 Seater Indoor Sports Hall

· Telford’s First Full Size Third Generation Artificial Pitch plus Grass Pitches

· Five-a-side Football Centre at AFC Telford
5.1.3
This bid has resulted in AFC Telford United incurring costs estimated by the club to be in the region of £30,000. Officers have received a request from the football club for financial support to help them reduce the impact on their day to day activities of diverting assets to prepare and submit this bid.



5.1.4
The bid has been encouraged by the Council as it would provide a number of high quality sports facilities which have been identified as priorities by the local community, sports clubs and regional partners.  By working closely with partners on the development of this Sport England bid, the Council is able to open up both existing and new sports facilities across these two sites for greater community use and access.  This site has also been recognised as part of the Council’s BTI: Sports & learning Communities programme.
5.2
Current Situation

5.2.1
The structure of the originally proposed lease agreements with AFC Telford envisaged a transfer of services and staff (and risk) to the Club.  However, through negotiations and after detailed financial analysis the Club has confirmed that they cannot accept the financial obligations and liabilities this brings.
5.2.2
However, officers have continued to work with the AFC Telford and this has led to the development of an alternative option linked to the Sport England bid outlined above.  This is set out below for Member’s consideration.
5.3
Proposed Solution


As with the original plan there will be a lease of the assets to the football club.   There will be two separate leases (see Appendix 2):

5.3.1
Lease 1 - Bucks Head Stadium, ancillary site and AFC Learning Centre
It is proposed that these assets (already leased to AFC Telford for another 14 years) form one lease which is transferred to the football club at the earliest opportunity for 150 years at a peppercorn rent of £1 per annum.  

5.3.2
Lease 2 - Haybridge Road Garage

The Sport England bid is predicated on the lease from the Garage site being transferred to the football club for 150 years at a peppercorn rent to enable the development of a five-a-side centre.

5.3.3
Members are referred to the legal comment in Section 8.0 to ensure that the proposed leases meet the Council’s fiduciary duties and general duties to secure best value.  The benefits secured by the lease of the properties and land have been considered and are detailed in Appendix 3.
5.3.4
Sale of 150 Haybridge Road


Subject to the successful Sport England bid, Members are also being asked to consider the sale of the Haybridge Road house as the Council’s capital contribution to the project.  See financial comment section 11.4 for more detail.
5.4
Issues
Members are also asked to consider the following in relation to Lease 2 and the wider Sport England bid:
5.4.1  A small portion of Council owned land, currently under highways control, is required to be granted to TCAT in order to support the construction of Telford’s first full size third generation pitch as part of the wider TCAT/ AFC Telford bid.  See Appendix 4.  The conditions and community benefits around this transaction would be similar to Lease 2; however, this facility would not be conditional upon external funding from Sport England, as it is being funded by other partners, including TCAT.

6.0
Equality and Diversity
6.1
Proposals will aim to achieve greater community cohesion by opening up access and increasing usage of sports and community facilities in this locality.  They will also look to tackle social exclusion, inequality, discrimination and disadvantage.  
7.0
Environmental Impact
7.1
There are no environmental implications at this stage.
8.0
Legal Comment
8.1
Members will be aware of the overriding fiduciary duty that the Council has to its ratepayers and its responsibility to secure best value in the way that it manages its resources.  Notwithstanding these overarching provisions land can be transferred at an undervalue, as is proposed in this case,  in accordance with powers conferred by sections 123 of the Local Government Act 1972 and the associated General Disposal Consent 2003. However such disposals must promote or improve economic well-being or social well-being. Such disposals are limited to those below a £2m threshold, as is the case here.

Circular 06/03 dealing with disposal of land for less than best consideration states that “in determining whether or not to dispose of land for less than best consideration reasonably obtainable...the authority should ensure that it complies with normal and prudent commercial practices”. 

The crucial question for members to take into account when reaching this decision is whether or not they are satisfied that the outputs required from AFC Telford (detailed in Appendix 3), provide value for money, and amount to sufficient justification for the transfer at nil value. (See also Links to Corporate Priorities” below)
Details of the outputs as identified in Appendix 3 will need to be incorporated into the terms of the leases to manage the Council’s risk and give the Council a mechanism to bring AFC Telford to account in the event that they fail to deliver the agreed outputs. Specific comments in respect of the leases are set out below. Members should note however that recovering the property by relying on non delivery or other breach of such terms would be legally difficult but in the circumstances is the best protection that can be secured. 

8.2
Lease 1 - Bucks Head Stadium, ancillary site and AFC Learning Centre


In order to protect the Council’s position it is recommended that the lease contain appropriate clauses that enable the Council to terminate it if certain approved deliverables are not met.  


As there are no proposals to transfer services, TUPE issues do not arise.


This lease needs to be completed before funding from Sport England and other partners is released.


8.3
Lease 2 - Haybridge Road Garage

The granting of this lease will be made conditional on the grant funding being confirmed.  In order to support the bid, it will be necessary for the Council to enter into an agreement for lease with AFC Telford to satisfy funding partners that appropriate legal and ownership structures are in place.


As there are no proposals to transfer services, TUPE issues do not arise.


If the funding fails to materialise from Sport England, then alternative terms for the transfer of this site to AFC Telford would have to be considered.
9.0
Links with Corporate Priorities
9.1
These proposals will support several Council priorities in particular the Active Lifestyle Priority.
10.0
Opportunities and Risks

10.1
The opportunities and risks associated with this proposal have been identified and assessed. Arrangements will be put in place to manage the risks and maximise the opportunities that have been identified. 

11.0
Financial Implications
11.1 Lease 1 - Bucks Head Stadium, ancillary site and AFC Learning Centre

The most recent valuation for the assets was provided by independent advisors in April 2010.  £750k was given as a figure for the value of the assets upon vacant possession which includes the learning centre, car parking, stands and pitch This represents the value of the component assets if the stadia and learning centre were being purchased without the continuation of a football operation.   
Appendix 3 outlines a number of benefits associated with Lease 1. One of the main financial benefits is the capital investment of up to £100k (subject to the football club securing football foundation funding) to ensure AFC Telford United Facilities are DDA compliant. 
In completing this transfer it should be noted that the Learning Centre for the financial period 2009/10 outurned with a £10,000 defecit
11.2
Lease 2 - Haybridge Road Garage

The Council currently receives around £16k per annum for the rent of the Garage. The proposal includes for the demolition of the garage and redevelopment by the club as a five a side facility. There would therefore be loss of rental income from the garage. The rental income targets have already been adjusted for this loss of income as part of the current budget strategy. 

11.3
The financial benefits of transferring the Stadium and Learning Centre to AFC Telford were previously linked to the football club taking on the running of the Council’s football programme. The cabinet report on Developing Football within the Community dated 26th January 2010 identified the football programmes that would transfer and outlined £107k of funding that is at risk in the near future. It was intended that this risk would be transferred to the football club but as these programmes will now remain with the Council the risk of the funding shortfalls of £107k also remains with the Council. 

11.4
Sale – House on Haybridge Road Adjacent to the Garage

It is recommended that the sale of the house is considered as the Council’s capital contribution to the Sport England project, but will be conditional upon the successful bid.  

The Council currently receives around £6k per annum for the rent of the House.  There would therefore be loss of rental income from the House. The rental income targets have already been adjusted for this loss of income as part of the current budget strategy. 

The value of the Haybridge Road House and Garage, in addition to the Council/Highways land given over to the 3G pitch, will count as the Council’s capital contribution towards the joint project between AFC Telford and TCAT. It has been estimated that the capital receipt from disposal of these two assets would have been £265k. The sale of the House should generate a capital receipt of £115k which will assist AFC Telford in meeting the funding gap linked to the Sport England Bid. It should be noted that these assets will only transfer if the project goes ahead. 

11.5
Grant funding


The income from the lease of the Garage and the Hay Bridge Road House equates to £22k per annum. This income has already been taken out of the Council’s accounts and a proportion could be used to provide grant funding identified in paragraph 5.1.3 above.  If it is assumed that the grant of lease 2 could take place in December 2010 then the income received prior to that date could equate to £15,000 starting from May 2010.
12.0
WARD IMPLICATIONS
12.1
The football club and neighbouring sites referred to in this report are located within Wellington’s College ward, however the benefits with having a national league football club are borough wide.
13.0
BACKGROUND PAPERS
13.1 Full Council Minutes – 23 April 2004

13.2 Cabinet Minutes – 15 September 2009

13.3 Cabinet Minutes – 26 January 2010

Report prepared by:

Angie Astley – Head of Leisure & Customer Services Tel: 01952 382400
Appendix 1: Site Map of Sport England Proposal

Appendix 2: Site Map of Lease 1 and Lease 2

Appendix 3: Lease 1 and Lease 2 Benefits & Conditions

Appendix 4: Council Land Required for TCAT 3G
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