AGENDA ITEM 14
REPORT TO THE TEES VALLEY

COMBINED AUTHORITY
4th APRIL 2016
REPORT OF DIRECTOR OF BUSINESS INVESTMENT
NEW ENTERPRISE ZONE UPDATE
SUMMARY

In July 2015 the government opened a competitive process for a further round of Enterprise Zones with a deadline for applications to be received by Department of Communities and Local Government (DCLG) of 18th September 2015.
The Tees Valley application focussed on three sites:  

· Central Park (Darlington), 

· Northshore (Stockton) and 

· Historic Quarter (Middlesbrough).  

These sites cover the existing locally funded Enterprise Zones (See Appendix 1 attached plans) 
The government announced on 25th November 2015, the creation of 18 new Enterprise Zones and extended 8 Enterprise Zones as part of its spending review. 

The Tees Valley application, Enterprise Zone Growth Extension was included in this announcement.
RECOMMENDATIONS

It is recommended that the proposals outlined in the report be endorsed.
DETAIL

Update
1. The application process stated that the incentives for the new Enterprise Zones would be:

· Local Enterprise Partnerships retaining 100% of business rate growth for 25 years. Governments expectation is that this will be used to fund development required on the Enterprise Zone sites.

· A business rate discount for occupiers. Central government will reimburse a 100% discount for five years up to the maximum state aid de minimis threshold, for businesses that enter the zone before 31 March 2022, e.g. if a business enters the zone on 31 March 2022, it can receive the discount (subject to de minimis) until 30 March 2027. 
2. The Tees Valley Application stated:

This submission is being made alongside the Tees Valley Powerhouse Plan which seeks devolution of funding and powers to the Tees Valley. As part of devolution, the emerging Combined Authority would wish the income arising from the Enterprise Zone to be allocated 50% to the Combined Authority and 50% to the local authority from which the rates arise. We recognise that this is not the current EZ model or the criteria set out in this competition, but are submitting this proposal on this basis.

3. The process also allowed for the creation of Enterprise Zones with Enhanced Capital Allowances (ECA) however this was not applied for in the Tees Valley application.
Next Steps

4. Local Authorities and Local Enterprise Partnerships/CA’s responsible for operating Enterprise Zones will be asked to agree to a memorandum of understanding with DCLG to confirm the incentives and other benefits local partnerships can expect from establishing the zone whilst giving assurance to Ministers about the arrangements for delivering the Enterprise Zone.

5. The MOU is expected to cover four elements: Operation, Governance, Communications and Monitoring.
6. Operation - The Local Authority/ LEP/CA, through the current Enterprise Zone nominated person and procedures, will:-
· Provide maps and confirmation re: location incentives sought and commencement dates for each site. (Complete)

· Submit a 5-year delivery plan to the Secretary of State setting out how the Enterprise Zone will be set up and operated.

· Secure expertise needed to establish and operate the Enterprise Zone.

· Provide DCLG with a named contact for the Enterprise Zone and regularly notifying DCLG regarding progress. 
7. Operation - DCLG will:-
· Permit Local Authorities to retain 100% of business rate growth for 25 years from the commencement date of the Enterprise Zone, on the condition that this is spent on the Local Enterprise Partnerships growth priorities. The expectation is that this will initially be to fund development required on the Enterprise Zone.

· Reimburse 100% of the discount in business rates (provided by the Local Authority on which the Enterprise Zone is sited) to businesses that occupy an Enterprise Zone site before 31 March 2022 for a period of 5 years up to the maximum state aid de minimis threshold.  

8. Governance - The Local Authority/LEP/CA, through the current Enterprise Zone nominated  person and procedures, will:-

· Agree governance structure with local partners and arrange regular meetings. 

· Enter into agreements with each Local Authority with Enterprise Zones covering key delivery issues including arrangements for fast-track planning and other approvals, use of business rates retained by the local authority, collection and reporting of monitoring data etc…. 

· Provide DCLG with copies of board papers and the opportunity to attend meetings.

9. Governance - DCLG will:-
· Provide a named contact for the Enterprise Zone to advise on establishing the zones and resolving issues arising in relation to Government procedures and support.
10. Communications - The Local Authority/LEP/CA, through the current Enterprise Zone nominated  person and procedures, will:-
· Develop and implement plans for marketing the Enterprise Zone.

· Use the national Enterprise Zone logo on marketing materials and signage.
11. Communications - DCLG will:-
· Promote Enterprise Zone programme and good practice via press releases, website, Twitter account, Linkedin group etc…. 

· Provide the opportunity for senior leaders of LEPs/Enterprise Zones with the opportunity to meet to discuss progress, challenges and good practice with senior government officials and Ministers.

12. Monitoring - The Local Authority/LEP/CA, through the current Enterprise Zone nominated  person and procedures, will:-
· Collect data on employment, business activity etc…. and report quarterly to DCLG in an agreed format. 
13. Monitoring - DCLG will:-
· Advise on data monitoring and arrangements for returning monitoring data. 
· Publishing summaries of national and regional Enterprise Zone activity, which allows local areas to judge their own performance.
Indicative DCLG Timeline

	January 2016
	Deadline for providing maps/details of incentives sought and commencement dates for each site.
DCLG officials visiting new Enterprise Zones/extensions.

	February
	Regulations for commencing incentives drafted and laid (ECA regulations are laid in April).

	29 February
	Draft Memorandum of Understanding finalised by Local Authority/CA Local Enterprise Partnership representatives.

	31 March
	Memorandum of Understanding signed by Local Authority/CA Local Enterprise Partnership and returned to DCLG for Minister’s signature.

	1 April
	Commencement of incentives for new Enterprise Zones/extensions that have been asked in April 2016.

	31 July
	First quarter monitoring return (zones starting in April 2016 only).

	September
	Enterprise Zone Delivery Plan submitted to Secretary of State (zones starting in April 2016 only).



FINANCIAL IMPLICATIONS 

The total income from the New Enterprise Zones will be determined by the successful uptake of companies locating on the zone. 
Local Authorities will retain 100% of business rate growth for 25 years from the commencement date which will be split 50:50 with the Combined Authority.

DCLG will reimburse 100% of the discount in business rates (provided by the Local Authority on which the Enterprise Zone is sited) to businesses that occupy an Enterprise Zone site before 31 March 2022 for a period of 5 years up to the maximum state aid de minimis threshold.  

LEGAL IMPLICATIONS 

Each Local Authority and the Combined Authority will sign a MOU with DCLG, covering Operations, Governance, Communications and Monitoring.
RISK ASSESSMENT  

This new Enterprise Zone is categorised as low to medium risk. Existing management systems and daily routine activities are sufficient to control and reduce risk.
CONSULTATION 
The submission for the new Enterprise Zones covering Darlington Borough Council, Middlesbrough Council and Stockton-on-Tees Borough Council was agreed through Tees Valley Unlimited Management Group and Tees Valley Chief Executive’s.
Name of Contact Officer: Neil Kenley
Post Title: Director of Business Investment
Telephone No. 01642 527094
Email Address: neil.kenley@teesvalley-ca.gov.uk
Appendix 1 - Attached Maps
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