Report for Cabinet, 28 May 2024

Cheltenham Borough Council
Cabinet — 28 May 2024

Award of rent support grants to voluntary sector
organisations

Accountable member:

Cabinet Member Finance and Assets, ClIr Peter Jeffries
Accountable officer:

Deputy Chief Executive, Paul Jones

Ward(s) affected:

All Saints

Key Decision: No
Executive summary:

As part of Cheltenham Borough Council’s wider ambitions to support a thriving
voluntary and community sector (VCS), the council enables VCS groups to rent its
properties through offering a rent support grant scheme.

The current policy was adopted in December 2016 which permits VCS groups to
apply for a rent support grant either at the start of a lease or at the time of a rent
review. Applications are scored against four criteria with the amount of subsidy
awarded being proportionate to the degree to which the applicant meets the criteria.

An application for a rent support grant has been received from Open Door for 39
Grosvenor Street. This report sets out the proposed level of rent support grant to be
awarded.

Recommendations:
1. Cabinet agrees to arent support grant of 72% of current market rent to
Open Door for 39 Grosvenor Street.

2. Cabinet delegates authority to the Participation and Engagement Team
Leader, in consultation with One Legal to agree the terms of a rent
support grant agreement with the applicant.
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1. Implications
1.1 Financial, Property and Asset implications

Open Door was previously in receipt of a rent support grant of 80%. Following the
review of their lease terms, cabinet agrees to a new rent support grant of 72% which
will mean an uplift of £1180 per annum to the general fund. Please see appendix 3
for more details.

All usual terms and conditions will be contained within the lease in respect of rent
reviews, insurance, repairs, compliance, etc, and will be monitored on an ongoing
basis to ensure compliance.

Signed off by: Gemma Bell, Director of Finance and Assets,
gemma.bell@cheltenham.gov.uk

1.2Legal implications

Under S123 Local Government Act 1972, leases for a term greater than 7 years
must be for the best consideration reasonably obtainable. The only exception to this
is where the letting at less than best consideration contributes to the 'social,
economic or environmental well-being' of the council's area or residents. Whilst
leases for a term of less than 7 years do not have to be for the best consideration
reasonably obtainable, the council must still have regard to its general fiduciary duty.

Granting a lease at market rent, whilst implementing a policy of grant support, means
that if the tenant at any time fails to meet the grant criteria, there is no complicated
legal mechanism for ensuring that the rent is uplifted to market value: the grant is
simply suspended. Accordingly, the Policy for Property Lettings and Disposals to the
Third Sector, Voluntary and Community Groups was adopted by Cabinet on 13
December 2016.

When considering the giving of financial assistance, the council must ensure that it is
not giving an unlawful subsidy under the Subsidy Control Act 2022 (the Act). The
subsidy control regime has replaced state aid which applied before the UK’s
withdrawal from the EU.

One of the requirements for a subsidy to be present is for financial assistance being
given to an ‘enterprise’ which is defined in the Act as a person (including all legal
entities) who is engaged in an economic activity that entails offering goods or
services on a market. Open Door does not carry out such economic activity so there
will be no subsidy present when providing the proposed rent support grant.

Signed off by: One Legal, legalservices@onelegal.org.uk

1.3 Environmental and climate change implications
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There are no direct climate change implications arising from this report, but Open
Door has detailed the measures being taken to respond to climate change and
promote sustainability in its application. Please see appendix 3 for more details.

Signed off by: Maizy McCann, Climate Emergency Officer,
maizy.mccann@cheltenham.gov.uk

1.4 Corporate Plan Priorities
This report contributes to the following Corporate Plan Priorities:

= Ensuring residents, communities and businesses benefit from Cheltenham’s
future growth and prosperity
= Being a more modern, efficient and financially sustainable council

1.5 Equality, Diversity and Inclusion Implications

There are no direct equality implications arising from the recommendations, though
the organisation will continue to promote equality and diversity in line with their own

policy.
1.6 Performance management — monitoring and review

The council will put in place a monitoring process whereby recipients of a rent
support grant will submit a monitoring form to explain the activities that have been
delivered from the premises.

The quality and timeliness of previous monitoring information will be taken into
account, if the applicant wishes to re-apply for a rent support grant at the end of the
four-year period.

2 Background

2.1As part of Cheltenham Borough Council’s wider ambitions to support a thriving
voluntary and community sector, the council enables VCS groups to rent its
properties through offering a rent support grant scheme.

2.2We know that appropriate rent support to community-based organisations and
services can support the viability of such organisations and the services they
provide to the benefit of the social and economic well-being of the town.
However, the Council will continue to encourage voluntary and community sector
organisations to become more self-sufficient and less reliant upon financial
support from the Council.

2.3 A revised rent support grant process was adopted by the council in December
2016. This is based on assessing an application against the following four
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outcomes:

e Cheltenham's environmental quality and heritage is protected, maintained
and enhanced

e Sustain and grow Cheltenham’s economic and cultural vitality
e People live in strong and safe communities

e We will work to strengthen the emotional and physical wellbeing of all
Cheltenham residents

2.4The maximum rent support grant that any organisation will be able to apply for
will be 80% of their current market rent and that the assessment process will
determine the level of grant to be offered up to this maximum and will be
staggered incrementally, as follows:

Meeting one outcome —up to 20% grant
Meeting two outcomes —up to 40% grant
Meeting three outcomes —up to 60% grant
Meeting four outcomes —up to 80% grant

2.5Each outcome is subject to a stepped discount between 0 and 20% depending
upon the impact of the defined sub-elements of each outcome.

2.6 Cabinet retains the discretion to award a further grant of 10%, bringing the
maximum rent support grant that any organisation could receive to 90%. This will
only be in exceptional cases and any such decision will only be taken after
detailed consideration of the organisation’s financial and business case for the
rent support.

2.7In addition, the council will scrutinise the applicant’s financial standing and make
an assessment of the following:

e That the reason for applying for the rent support grant is backed up by
the organisation’s financial health in that the grant award will support the
financial viability of the operation of the building

e That the organisation has reasonable longer-term plans in place to be
able to sustain activities being delivered from the building beyond the
term of the grant.

2.8 The offer of a grant will be for a maximum of four years that will be reviewed at
the end of each 12 month period to ensure that the applicant continues to deliver
the activities set out in the original application. The council reserves the right to
either review the grant amount awarded or withdraw it completely if there are
changes to the activities being delivered. In addition, if the organisation is in debt
arrears to the council; the grant will be withdrawn.

3 Reasons for recommendations
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3.1The submission from Open Door has been assessed against the criteria detailed
in 2.3.

3.20pen Door demonstrated strong evidence of their contribution to the themes
assessed against, particularly in terms of strengthening the emotional and
physical wellbeing of all Cheltenham residents, through the support, opportunities
and signposting offered to their guests. They also make a significant contribution
in supporting people to live in strong and safe communities through creating a
sense of community, often acting as a safety net for individuals for whom all other
support has failed and involving numerous volunteers in their work.

3.3The recommendation of a rent support grant of 72% is made up of 62% as
recommended by the assessment panel (please see appendix 3 for the
assessment of the submission), plus the discretionary additional 10% awarded by
Cabinet as per paragraph 1.6, given that Open Door provides vital support to
some of the most vulnerable members of our community.

4 Alternative options considered
4.1None

5 Consultation and feedback
5.1None

6 Key risks

6.11f the Council is overly generous in subsidising tenancies with grants, this will
result in reduced income from assets and cumulative impacts on the Council’s
medium term financial strategy.

6.21f appropriate and transparent grant agreements are not put in place, tenants may
be more difficult to remove if they fail to meet the terms of any subsidised letting
arrangement, with the potential for associated adverse publicity for the Council.

6.3 If prospective tenants cannot demonstrate a robust business plan when taking on
property commitments from the Council, there is an increased risk of failure and
associated financial and reputation impacts for the authority.

Report author:

Helen Down, Participation and Engagement Team Leader,
helen.down@cheltenham.gov.uk

Appendices:
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I. Risk Assessment

il. Equality Impact Assessment — Screening —(to be included in all Cabinet
and Council reports)

iii. Open Door Rent Support Assessment

Background information:

Report to Cabinet 13 December 2016 “Award of rent support grants to Cheltenham’s
Voluntary and Community Sector Organisations”.
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Appendix 1: Risk Assessment

Risk | Risk description Risk Impact Likelihood Initial raw Risk Controls / Mitigating | Control / Deadline for
ref owner score score risk score response | actions Action controls/ actions
owner
(1-5) (1-5) (1-25)
If appropriate and transparent | Helen 2 2 4 Accept Rent support grant | Helen July 2024
grant agreements are not put | Down agreement to be Down
in place, tenants may not put in place, in
understand the conjunction with
consequences if they fail to One Legal

meet the terms of any
subsidised letting

arrangement.
If prospective tenants cannot | Gemma 2 3 6 Accept
demonstrate a robust Bell

business plan when taking on
property commitments from
the Council, there is an
increased risk of failure and
associated financial and
reputation impacts for the

authority.
If the grant expires or is Gemma 2 2 4 Accept
terminated, tenants will Bell

remain responsible for
payment of rent at market
value. This may result in an
increase in arrears.
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Appendix 2: Equality Impact Assessment (Screening)

1.

Identify the policy, project, function or service change

a. Person responsible for this Equality Impact Assessment

Officer responsible: Helen Down Service Area: Communities, Wellbeing
and Partnerships

Title: Participation and Engagement Date of assessment: 2.5.24
Team Leader

Signature: H Down

. Is this a policy, function, strategy, service change or Function

project?
If other, please specify:

c. Name of the policy, function, strategy, service change or project

Award of a rent support grant to a voluntary sector organisation

Is this new or existing? Already exists
and is being

reviewed

Please specify reason for change or development of policy, function, strategy,
service change or project

The rent has been reviewed and the level of rent support provided needs to be
reviewed in line with it.

d. What are the aims, objectives and intended outcomes and who is likely to benefit

from it?
To support a thriving voluntary and community sector (VCS), by enabling VCS

_ groups to rent council owned properties through offering a rent support grant
AIMS:  scheme.

Provision of a rent support grant.

Objectives:
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An affordable level of actual rent paid by a voluntary sector organisation to
Outcomes:  maintain their viability in delivering their services to the community.

Benefits: Guests who use the services provided by Open Door.

e. What are the expected impacts?

Are there any aspects, including how it is delivered No
or accessed, that could have an impact on the lives
of people, including employees and customers.

Do you expect the impacts to be positive or Choose an item.
negative?

Please provide an explanation for your answer:
The level of rent support grant recommended means the actual rent paid is manageable for

the organisation, while meeting the objective of also encouraging voluntary and community
sector organisations to become less reliant upon financial support from the Council.

If your answer to question e identified potential positive or negative impacts, or you are
unsure about the impact, then you should carry out a Stage Two Equality Impact
Assessment.

f. ldentify next steps as appropriate

Stage Two required No
Owner of Stage Two assessment

Completion date for Stage Two assessment



