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Wards affected:  CALDER
Cabinet

9 JANUARY 2012
Community Management of Assets: Hebden Bridge Picture House
Report of the Director of Communities
1.
Issue
1.1
To consider the submission by Hebden Royd Town Council (HRTC) for the transfer of Hebden Bridge Picture House cinema (see attached map at Appendix B) (the “Asset”), under the Council’s Framework for Community Management of Assets (the “Framework”). 
2. Need for a decision
2.1 Hebden Royd Town Council has requested the transfer at nil consideration. Members are asked to make a decision on whether to transfer the Asset as per the Framework for Community Management of Assets. 
2.2 Calderdale Council is under a legal duty contained within s123 of the Local Government Act 1972 to obtain best consideration when disposing of land and property assets.  Furthermore, the Council’s Corporate Property Policy and Strategy requires that land and property assets should normally be sold or leased at full market value. This report allows Cabinet to consider whether the provisions contained within the General Consents Disposal Order 2003 should be exercised in order to facilitate transfer of the land at less than best consideration.
3. Recommendation
3.1 It is recommended that Cabinet:

3.1.1 Approve the transfer of the Hebden Bridge Picture House on a 125 year lease (Appendix 1) at nil consideration to Hebden Royd Town Council, subject to the necessary procedures being followed and consents being obtained (Option 3, page 8, paragraph 5.4).
3.1.2 Delegate to the Director of Communities (in consultation with the Cabinet Member for Communities, Director of Economy and Environment, the Head of Democratic and Partnership Services and the Head of Human Resources) authority to complete a transfer agreement with Hebden Royd Town Council including conducting TUPE negotiation of affected staff. 
3.1.3 Delegate to the Directors of Communities and Economy and Environment (in consultation with the relevant Cabinet Members, and the Head of Democratic and Partnership Services) authority to develop a management agreement for the operation of the Picture House which will ensure it continues to be operated to agreed standards and principles (as set out in the management agreement) and that it is run primarily as a cinema for the benefit of the entire community.
4. Background 

4.1

Cabinet approved the Framework for Community Management of Assets on 6 April 2009. This laid out a method of evaluating bids from community groups who wished to acquire assets (buildings or land) belonging to the Council. The framework provides a structure for determining the suitability of the Asset, the robustness of the organisation proposing to acquire the asset and, ultimately, the likelihood of success of any subsequent transfer.

4.2

The framework is now being used to evaluate an asset transfer proposal submitted by Hebden Royd Town Council (HRTC) for Hebden Bridge Picture House. 
4.3 The submission follows the expression of interest made by HRTC in partnership with Hebden Bridge in the transfer of Hebden Bridger Picture House to community ownership in February 2011.   The expression of interest was considered under the Community Management of Assets and presented to Cabinet.  

4.4 
On 14 March 2011Cabinet resolved that: 
(a) approval be given for the transfer of the Hebden Bridge Picture House (the Asset) on a 
 leasehold basis to HRTC and HBCA, subject to the final application meeting the following requirements, summarised below:
i. Presentation of a full business plan to show that the Picture House has a viable future under a new governance structure and which does not require Calderdale Council subsidy in terms of either capital or revenue support, by 1st December 2011;

ii. Presentation of comprehensive consultation with the local community, current operational staff and wider stakeholders on the future plans for the Asset, showing that the asset transfer and proposed new governance arrangements have the broad support of the community, by 1st December 2011;

iii. Presentation of details of future governance arrangements that identify the lead organisation or details of any consortium/joint organisation which ensure continued accountability to the local community. This will include details of how the governing organisation becomes accredited to full VISIBLE standards by 1st December 2011.

(b) the Director of Communities and the Director, Economy and Environment be authorised, in consultation with the Cabinet Members with responsibility for Communities and Economy and Environment, and  the Head of Democratic and Partnership Services to complete a lease to HRTC and HBCA (or a subsidiary governance organisation created by HRTC and HBCA for the purposes of operating the Picture House) for 125 years subject to the organisation meeting the above criteria to a standard to be agreed; and

(c)  the Director of Communities and Director, Economy and Enterprise be authorised in consultation with the Cabinet Members with responsibility for Communities and Economy and Environment, and the Head of Democratic and Partnership Services to develop a management agreement for the operation of the Picture House which will ensure it continues to be operated to agreed standards and principles and is run primarily as a cinema for the benefit of the entire community.
4.5 As requested by Cabinet a full submission for Asset Transfer of Hebden Bridge Picture House was received 1st December, which included all of the evidence requested above, specifically:
4.5.1 Completion of the Community Management of Asset application pack with a business plan including projected budgets, market research and how HRTC meets Community Matters VISIBLE standards.

4.5.2 Summary of the public consultation carried out by HRTC in October 2011.

4.5.3 A description of the new governance arrangements that have been put in place to ensure that management of the Picture House would be accountable to the local community.

4.6 However in agreement with Hebden Bridge Community Association and other partners the submission has been made by HRTC alone.  This was agreed at a meeting of HRTC on 1 June 201.  However, the proposal retains the informal backing of partners and the other local parishes of Blackshaw, Erringden, Heptonstall and Wadsworth, as well as the Hebden Bridge Arts Festival, the Ground Floor Project and the Hebden Bridge Partnership (town team).  
4.4
The Hebden Bridge Picture House has just celebrated its ninetieth birthday.  It first opened its doors in 1921 and rapidly became the main place of entertainment for the weavers, mill-workers and other residents of Hebden Bridge and the upper Calder valley.  In the late 1960s, when many of the mills had closed, the Picture House nearly suffered the fate of many town cinemas by becoming a becoming a carpet warehouse.  However, the then Hebden Royd Urban District Council purchased the Picture House from its private owners for about £6000.  The cinema passed into Calderdale Council’s control with local government reorganisation, and Calderdale oversaw a subsequent modernisation in 1978.

4.5
In 1999, the future of the Picture House appeared to be at risk when the site was earmarked for development.  A very strong community campaign Friends of the Picture House rapidly mobilised lobbied several council meetings and undertook a mass lobby of the full council in July 1999.  The development plans were rejected, and the future of the Picture House secured.  As one campaigner put it at the time, ‘“I speak of "our" Picture House…it has become part of our heritage.’
4.6
Since then the Picture House has blossomed, as one of the very few cinemas in Britain under municipal ownership.  Under enlightened management, audiences have grown from a low in 2002/3 of 36,000 to almost 55,000 in 2009/10. Typically, between fifteen and 26 films are shown each month, and the programming deliberately caters for all tastes, ranging from mainstream Hollywood to art-house and foreign language films.  It is a vital facility for all sections of the local community and beyond.

4.7
The submission seeks to build on this tradition and even strengthen the offer by accessing funding and opportunities not open to a local council. However, it is also based on the recognition that in the current financial climate, though the budget consultation (source) demonstrated local people’s support for the cinema, Calderdale Council will struggle to justify continued financial support for management of a cinema within the context of wider cuts to services.
4.8
The submission is therefore for an asset transfer of the Picture House building and land into local ownership by the Town Council. The proposals are founded on belief that the Picture House has an exciting long-term future as one of the jewels in Hebden Bridge’s crown.  Plans include a commitment to a capital programme focussing in the first instance on digitisation, and refurbishment which will seek to extend further both the facilities and the use made of the building.
4.9
The HRTC submission includes making the cinema more of a community venue during the day while retaining its primary function as a cinema. New technologies may make it possible to use the cinema to screen new release films, educational events and lectures live from other venues. 3D and high definition film screenings may also be possible should the group elect to invest in the appropriate technologies. 
4.10
Officers’ evaluation of the proposal indicates that it is a good fit against the Framework, as summarised below:
	The Premises

	Hebden Bridge Picture House is an operational cinema managed and run by Calderdale MBC. It opened in the early 1920s and is reputedly the longest running municipal cinema in the UK.  It has a maximum capacity of 492 and the last few years have seen audiences of up to 55,000 a year (by comparison, the National Media Museum in Bradford, with two screens, only attracts 75,000.) It is also an important arts and music venue, hosting local community music and arts groups as well as Hebden Bridge Arts Festival performances and touring artists. 

HRTC’s submission requests a freehold transfer but accepts that a long lease is acceptable.  Either of these would enable the successful continued operation of the Picture House.

The submission makes clear commitments to a capital investment in the Asset, in particular in digitisation of the cinema and refurbishment.  They have also committed to the continuation of the existing programme as well as creating opportunities for this to be further improved through market development.
 “The Asset” will consist of:

· The Picture House building, which houses the auditorium and which includes the two shop units;
· The road surrounding the Picture House (access rights to be maintained as part of a condition of transfer);
· The land adjoining the Rochdale Canal which currently houses a sanitary station maintained by British Waterways
A diagram showing the Asset is shown at Appendix B.
It is likely that some work will need to be carried out to repair the fabric, mechanical and electrical systems in the building but this should not be viewed as prohibitive. 

	The Community Group


	As a Town Council with Quality Parish Status, HRTC has an extensive track record in supporting community initiatives and local organisations through grants and capital investment. This has been achieved through successful partnership work and fund raising.  
In taking forward the submission, HRTC has established a new dedicated Picture House Committee which includes elected members of the Town Council, staff, elected representatives of Friends group and an industry professional. This will become the management committee for the Asset, reporting to the Full Council
The Framework allows for applications from Town and Parish Councils and the Council is broadly supportive of this approach as it widens access for the community and spreads risk.  


	Impact on the Wider Community and Our Objectives
	This proposal addresses Council priorities as follows:

· Economy & Enterprise: putting the Asset into local control helps to stimulate entrepreneurship and develops the local economy
· Environment: a transfer in to community control will mean a local heritage building (which is Grade II listed) is likely to be preserved for future generations

· Communities: local control means more people feel in control of their own and their community’s future

· Use of resources: a financial saving could mean that the Council has more resource to divert to more needy areas in the borough and to functions which are more in line with a Council’s traditional role: cinema operation has never been a core Council function.

	Financial Impact


	Current financial context

Certain costs have been identified in connection with the building.

A survey in 2007 concluded that £112K would be needed to be spent within 2 years on electrical and mechanical issues. The same survey indicated £148K needing spending on the building fabric, of which £75K was for internal and external decoration.

A survey in 2011 again concluded that £112K would be needed to be spent within 2 years on electrical and mechanical issues. This survey indicated that £134K needed spending on the building fabric, of which £75K was for internal and external decoration.
Both surveys indicated that a significant sum (of up to £300K, although this was revised to £80K in 2011) would need to be spent on the building’s ventilation system. This is indicated in both surveys to be “urgent or a health and safety requirement”, which in fact is not the case: the indicated cost would be to bring the ventilation system up to current building regulations standards and might therefore be considered a “nice to have” rather than a mandatory requirement. Building regulations (of 1992) are not retrospective and the ventilation system met the necessary regulations when it was installed.
The submission by HRTC is based on financial information provided by Calderdale MBC and an independent assessment of what will be required to make the cinema viable (i.e. ticket sales, investment, competition, marketing). 
However, this assessment accepts that asset transfer of the Picture House opens up the potential to attract new sources of revenue not available to the Council and therefore gives greater likelihood of the cinema being a viable operation in the future. 
There is also scope for raising a ‘community fund’ or precept to improve the overall condition of the building but this would be subject to the normal precept raising policies.
Finalising any transfer will include negotiation of resourcing small repairs works to the Asset prior to transfer. However, the assessment panel is clear that the Council will not be able to provide grant or additional money to support successful/viable transfer. The assumption will be it should cost no more, and in fact that the Council is likely to seek position to reduce cost through loss of support charges.  
Expenses:

Staffing: Should an asset transfer take place there will be issues surrounding TUPE and these will need resolving following approval of the asset transfer. These issues will need to be addressed in the context of the business plan and the governance arrangements. 
Staffing figures from 2010/11: indicate that the staffing costs (including on costs) came to £112,902. 
Other costs associated with the Picture House for that year total £169,671
Total expenses for the year are therefore £282,573
(These expenses include central department support and directorate recharges of £70,482. Net costs excluding re-charges is therefore £212,091)
Income: 

The major source of income at the Picture House is through ticket sales. There are also 2 shop units within the building from which the Council receives an income. Income also comes from sales from refreshments, advertising etc.
Income figures from 2010 /11: £230,350
This shows that the Picture House is operating at about a break-even point if re-charges are not included and that the Council would not suffer a significant loss of income nor make any considerable operational saving by its disposal. 

	Risk
	The Council would lose control over an Asset and its future use. Previous asset transfers have involved a development agreement and subsequent lease, which has given the Council the right to impose conditions relating to use and development.  The view of the Council’s legal department is that HRTC are unlikely to agree to break clauses in the lease. However, this would not apply if a freehold transfer was approved.
There are other risks associated with the transfer, such as HRTC failing to secure the funding needed to sustain the project. Initial investment is likely to be from a combination of raising the precept and a loan from the Public Works Loan Board in the first year of the transfer.  Beyond this the Picture House is likely to be self-sustaining apart from for any proposed significant refurbishment scheme. It should also be noted that funding could be raised over time and does not need to be made available all at once: the building could still remain operational for most repairs and renovations and these could be done over several years.
There is also a risk that should the project fail then any funders could seek to recover their investment. However, this is felt unlikely since the cinema is in effect a going concern, has considerable public support and is well used. Failure is therefore possible but thought unlikely.
There is a small risk that the transfer of the Asset by the Council to HRTC could be deemed to be state aid and as such the European Commission could order such aid to be repaid. The effect of this is that the transfer would have to be reversed and the Asset be returned to the Council. However the Council’s legal view is that this is a negligible risk because the transfer of the Asset would not “cause a distortion or threat of distortion which would have an effect on trade between Member States”. This is one of the key criteria which would need to be satisfied before something is classed as state aid and by not meeting this criterion the Council would not fall foul of the test.


4.11
On the basis of the assessment it is proposed to agree to transfer the Hebden Bridge Picture House to Hebden Royd Town Council. See options appraisal below.
5.
Options considered
5.1
Do nothing: 

This is possible, and the Hebden Bridge Picture House would continue as an operational cinema within the management of Calderdale MBC.  However, the current financial climate limits the capacity of the Council to invest in the future viability of the cinema. The Council would almost certainly need to carry out significant investment in response to new technologies (such as digital format movies, 3-d and high definition) as well as new methods of movie distribution (via satellite or online.) Without a clear strategy of investment in the facility its future will become less assured.
5.2
Option 1: Sell the Asset on the open market:

There is a possibility that the building could be sold either to another cinema operator or to a developer. A sale to a cinema operator has been previously considered, but this would almost certainly mean that the Picture House would become a more commercial operation with limited community focus. A sale to a developer would lead to considerable local opposition and is risky from a reputational point of view.
5.3
Option 2: The Council develop the Asset:

There are no current proposals to develop Hebden Bridge Picture House.  The current financial climate limits the ability of the Council to invest in both essential works to improves the fabric condition of the facility and long terms future of the cinema and, as stated in 5.1, new technology will mean that investment would almost inevitably be required.
5.4
Option 3: The Council agree to the transfer of Hebden Bridge Picture House by way of a long lease (125 years). (This is the recommended option).

This option is in line with positive assessment of HRTC’s application for asset transfer of the Picture House.  The Council recognises that the transfer of this local Asset would mean that it is likely to have a more secure future under the management of HRTC than by continuing within the management of the local authority.  Hebden Royd Town Council are better placed to raise the capital funding required to finance future investment and engage the local community with delivery of the service as they based within the heart of the town. A leasehold transfer would enable Calderdale to draw up a management agreement containing certain conditions that HRTC would need to meet as part of the transfer such as continuing to run the Picture House primarily as a cinema.  This could be used to further protect the future of the service.
5.5
Option 4: The Council agree to the freehold transfer of Hebden Bridge Picture House:

In light of the request by HRTC to consider a freehold transfer of the Asset, the Council has considered this option.  This would mean that Calderdale Council would release all rights and responsibilities for the Picture House back to the Town Council.  
Hebden Bridge Picture House was bought by Hebden Royd Urban District Council in the late 1960s on behalf of the local community. A freehold transfer would return the Asset to the people who originally purchased it.   HRTC has been the first tier of local government since 1891 and is unlikely to fade, reducing the risk to the cinema of the managing organisation ceasing to operate. As a democratically elected body, local people will hold it to account if any changes are proposed to the running of Picture House, which arguably will protect its future use better than a management agreement imposed by Calderdale Council. 

However, the council has not generally chosen to go down the route of freehold transfers for a number of key reasons. Firstly because it may be seen as setting a precedent for other transfers and would mean that the Council would lose the benefit from any capital receipt in the future (if the proposal is not successful).  The Asset is currently valued at £210k so this sum is not an insignificant consideration.  Secondly Calderdale Council would lose control over the use of the Asset as it would be difficult to impose conditions in a freehold transfer. Covenants could be used to control HRTC’s use of the building but they would be difficult to enforce.  

6. Consultation

6.1 A substantial piece of consultation has been undertaken by HRTC to support their submission. This was targeted at a wide range of stakeholders via variety of channels (public spaces, schools, and local business, on-line) and had a high take up (over 1,400 contributors).  This has demonstrated overwhelming support for the proposal to transfer responsibility of Picture House to the Town Council - 84.7% of respondents chose this option. The consultation has also shaped other elements of the submission including priorities for refurbishment/capital investment and future programming mix (i.e. broadly keep it as it is particularly the cups of tea in mugs!). 
6.2 Officers are satisfied that the consultation process has been suitably rigorous to demonstrate that there is community support for the proposal.
6.3 However, the Council will need to conduct consultation with staff as part of TUPE negotiations should the transfer go ahead.
7.
Financial implications
7.1
Community transfers of assets would normally involve surplus premises which have little or no value to the Council.  In the case of Hebden Bridge Picture House, however, the premises are currently operational; which means that should Members agree to this transfer, there are implication in terms of maintaining service continuity, future viability and accountability to the community. 
7.2
The market value of the vacant cinema property including the two shops, subject to the existing Leases, is of the order of £210,000. However, a realisation of this Asset, while possible, would incur significant community opposition and may lead to the Council suffering reputational issues. This reputational risk would transfer to HRTC should the transfer take place. This essentially protects the cinema from being sold without due democratic processes. 
7.3
The main financial risk would result from any reduction of grant/contributions, cost overruns or business plan failings of the project.  
7.4 
The council receives approximately £230K from the Picture House in terms of income. This revenue stream would no longer be available to the council should the asset transfer go ahead. However, this is balanced by the costs of running the cinema.
7.5
It is not proposed to transfer any revenue funds to the organisation since the business is largely self sustaining at the moment. Improvements to the ventilation system, technological improvements, redecoration and enhancements to areas such as the toilets will need capital funding which we would expect HRTC to source.

8.
Equality and Diversity

8.1
There are no direct equality implications of the transfer but the agreement with HRTC will reflect the need for the project to reach out to, and accommodate the needs of, all Calderdale’s communities. Any refurbishment work will also need to meet DDA standards so that disabled people can have full access to the building. 
9. Contribution to Delivering Population Outcomes

9.1
Please see “Impact on the Wider Community and Our Objectives” in Section 4.10 above. 
10. Legal implications

10.1
Legal Services are represented in the assessment of applications for Community Asset Transfer and their views have included in the body of the report.  Following a decision by Cabinet regarding the type of transfer, appropriate legal implications will be fully addressed in order for the asset transfer to proceed.
11. 
Corporate Implications

11.1
The bid was assessed using the Community Asset Management Framework, by a working group of officers from Communities (Neighbourhoods & Community Engagement and Cultural Services), Economy and Environment (Land and Property), Finance and Legal Services. 

12. Conclusion
11.1
As with any asset transfer, a decision needs to be made as to whether the likely benefits justify or outweigh the costs. In this case, the key benefit of the transfer is the increased likelihood of inward investment following transfer of the asset. If the project is successful, significant economic, social and community benefits will undoubtedly be achieved. 
11.2
The submission from HRTC fits well with the Council’s agreed Framework for Community Management of Assets. It meets several Council priorities and will potentially secure the future of Hebden Bridge Picture House for future generations and its centenary celebrations in 2021. 

	


Appendix A – Location of the Asset 
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