	
	PART ONE (OPEN TO THE PUBLIC)
	ITEM NO. A3


	
	

	REPORT OF 

The 

Lead Members
For 

HOUSING & CUSTOMER AND SUPPORT SERVICES



	TO 

CABINET 
ON

8th January,2008


	TITLE:
HOUSING STOCK TRANSFER – NEXT STEPS
RECOMMENDATION: Cabinet is requested to
· Note the result of the tenant ballot in respect of the proposed stock transfer to City West Housing Trust (CW) and in the light of the result approve that stock transfer proceeds to conclusion subject to agreeing the terms of the transfer agreement and obtaining all the necessary statutory consents from the Housing Corporation and Communities and Local Government (CLG).

· Approve that an application be made to CLG for all the necessary statutory consents in respect of the proposed transfer at the appropriate time and for the final approval of the wording of that application to be delegated jointly to the Lead Member for Housing in consultation with the Lead Member for Customer and Support Services.
· Note the scheduled key dates for registration of the new local housing company with the Housing Corporation and the completion date for the stock transfer process.
· Note the estimated start-up costs associated with stock transfer and the amounts estimated as recoverable by the Council.
· Approve the City Treasurer working with appropriate officers and CW to confirm the final value of set up costs which are to benchmarked for VFM purposes
· Cabinet be the approving body for the Submission of the application to the CLG


	· Grant approval for the Lead Member for Housing and the Lead Member for Customer and Support Services to consult and make a joint decision on behalf of the Council in respect of those issues highlighted in this report.
· Approve the stock transfer governance arrangements set out in this report.  Prior to Lead Member for Housing and Customer and Support Services formulating a formal report.


	EXECUTIVE SUMMARY:

On 31st June 2006 the Council submitted an application in respect of the Decent Homes Programme to gain a place on the 2006 stock transfer programme for tenants in Council managed homes within West Salford (managed currently by New Prospect Housing Ltd – the Council’s Arms Length Management Organisation). The application was accepted by CLG with a gap-funded valuation of up to £95.75m. 

In June 2007 the council carried out formal consultation of all tenants in West Salford who would be affected by the stock transfer. Following this formal consultation a decision was taken to ballot all tenants as the process required tenants to confirm their support of the transfer proposals. The result of the ballot showed that 53.3% of tenants voted and of these 72.9% voted in favour of the transfer proposals. 

It is recommended that the in light of the strong tenant vote in favour of the transfer proposal that the Council proceeds with the stock transfer for the West of Salford.

In respect of the process to deliver stock transfer it is recommended that Cabinet take specific decisions as highlighted whilst some be delegated jointly to the Lead Member for Housing in consultation with the Lead Member for Customer and Support Services. These are highlighted below in this report.

It is important that correct officer governance arrangements exist for the project and it has been agreed with the Chief Executive and relevant Strategic Directors that stock transfer and the remaining elements of Housing Investment Options will join the existing Project Board arrangements that currently exist for Building Schools for the Future (BSF) and Housing Private Finance Initiative (PFI) to form a wider corporate Portfolio Board.



	BACKGROUND DOCUMENTS:

(Available for public inspection)

DC
DCLG guidance on Decent Homes and Decent Home Investment

DCLG Transfer Guidance and supplementary guidance

Salford City Council Housing Strategy 2004 - 2006

Salford City Council transfer application - June 2006

Salford City Council Formal Consultation Document - June 2007

Salford City Council - ERS Notification of Ballot Result August 2007



	ASSESSMENT OF RISK:


High – The Council is not in a position to access Government Decent Homes Funding and failure to transfer homes to City West Housing Trust (who is able to access that source of funding) would mean that the Decent Homes Investment Strategy could not be delivered.  Failure to deliver the Decent Homes Investment Strategy would mean:

· Failure by the Council to adequately maintain and manage all of the housing stock and ultimately the lack of provision of quality homes for tenants in West Salford.

· A potentially negative impact on the assessment of the council’s overall performance including its CPA rating and its Housing Strategy; and in the future the CAA assessment.

· Result in an increasingly unviable Housing Revenue Account.



	SOURCE OF FUNDING:
Funding to implement Housing Investment Options has been identified in the 2007/8 and 2008/09HRA and capital budgets. 



	LEGAL ADVICE OBTAINED:


Legal advice is provided by Cobbetts and supported by Pauline Lewis.



	FINANCIAL ADVICE OBTAINED:


Financial advice is provided by Ernst and Young and supported by Nigel Dickens.

PR
PROPERTY: 

To undertake stock transfer the residential dwellings in the Council’s ownership in the west of Salford will be transferred from Council ownership to City West Housing Trust. Other land and property will be subject to a decision on whether it will also transfer dependent on the view taken by the Council in consideration of the sustainability of the CW business plan. This will be the subject of detailed negotiations and a separate report to Cabinet following detailed internal discussions at officer and political levels. 

HU
HUMAN RESOURCES 

Staff who have remained in the employment of New Prospect Housing Ltd will be the subject of TUPE transfer to CW and some staff who are currently Council employees working within the Project Team will also be the subject of a TUPE transfer to CW. Recruitment of staff to any vacant or new posts would be the subject of approvals under the Council’s Scheme of Delegation or for a senior management post by Lead Member where their employment is prior to CW being operational and in a position to employ staff directly.   



	CONTACT OFFICER:
Rob Pickering, Head of Partnerships and Business Support -
TEL. NO.
0161 793 2818


	W
WARDS TO WHICH REPORT RELATES: Barton; Boothstown and Ellenbrook; Cadishead; Eccles; Irlam; Little Hulton; Swinton North; Swinton South; Walkden North; Walkden South; Winton; Worsley



	KEY COUNCIL POLICIES:

Housing, Regeneration, Communities, Performance, Corporate Business Planning and Asset Management


	DETAILS:

1. 

Background

1.1 
On the 31st July 2006 the council submitted to CLG an application for inclusion on the Decent Homes Programme in respect of the planned new Regeneration ALMO for Central Salford (now established as Salix Homes), and a new Local Housing Company for west Salford - City West Housing Trust. 

1.2 
On the 18th October 2006 the Council received confirmation that it had been awarded a place for the transfer element of the bid subject to agreement on the level of ‘gap’ funding sought by the council and completion of the transfer within a period not exceeding 2 years from the date of the response. Since receipt of this approval negotiations with CLG on the level of gap funding have been undertaken and confirmation has been received from CLG that they will accept the Council’s bid for inclusion on the transfer programme with a gap funding valuation of up to £95.75m.



	1.3 
This acceptance led to a process of consultation and ultimately ballot and in May 2007 Cabinet approved the Council's formal consultation document outlining the Council's transfer proposals. A formal consultation period took place from 4th June 2007 to         2nd July 2007. Following this a decision was taken by Joint Lead Members for Housing and Customer and Support Services to proceed to ballot.

1.4 
The Council had been consulting with its tenants on the proposals to transfer its housing stock and associated assets to City West Housing Trust for some time on the basis that CW would be an independent not-for-profit, social landlord which would be registered with the Housing Corporation. 



	2. The ballot and result

2.1 
Following the formal consultation period a second stage notice was served on all the Council's tenants affected by the transfer and the formal ballot of all tenants followed this. 

2.2 
The ballot was due to end on 3rd August however it was agreed that an extra five working days would be given for the Electoral Reform Society (ERS) to receive ballot papers due to industrial action by Royal Mail staff. The result of the ballot was received from ERS on 10th August 2007. 

2.3 
The result of the ballot showed that of the17,484 tenants eligible to vote, 9,322 used their vote - a turnout of 53.3%. Of those that voted 6777 (72.9%) voted in favour of the transfer (NB 20 ballot papers were spoiled).



	3. The transfer process 

3.1 
Following a positive ballot the transfer can only be successfully implemented if:

· The Council decides to proceed with the transfer and therefore confirmation of the earlier decision is now required.

· The Secretary of State consents to it under sections 32-34 and / or 43 of the Housing Act 1985. (Section 32 enables a local authority to transfer land held for the purpose as part of the Housing Act 1985; whereas section 43 enables an authority to transfer housing which has not been acquired or appropriated for the purpose of part 2 of the same act).

· The new landlord is registered with the Housing Corporation.

3.2 
In view of the strong vote in favour of the transfer proposals from the tenants, the Council has a strong mandate from its tenants to proceed with the stock transfer subject to agreeing the terms of the transfer and obtaining all the necessary statutory consents from CLG and the Housing Corporation in respect of the proposed transfer. It is therefore recommended that the transfer of Council housing stock within the West Salford area proceed.


The timetable for stock transfer is as follows:


15th July 2008 – Registration with the Housing Corporation



28th July 2008 – Completion of stock transfer


	4. Governance Arrangements

Governance and Project Management

4.1
It is recognised that good governance arrangements are required to strengthen the process and ensure there is an effective audit trail. Stock transfer is being managed as a project within the overall Housing Investment Options Programme, of which one element has been delivered (Salix Homes) and which also includes the Housing PFI for Pendleton, the wind-down of New Prospect (NPHL) and the reorganisation of the strategic housing and planning function.

     
Cabinet will act as the main decision-making body for the stock transfer process and by way of this report delegate certain decisions to the Lead Member for Housing and the Lead member for Customer and Support Services on a joint basis.


At an officer level the project will be governed through the current Project Board that exists for Building Schools for the Future and Housing PFI with the Chief Executive of the Council in the chair.


A project team has been formed at an operational level to manage the complex project through to a successful stock transfer conclusion.



	
Decision Making

4.2 
A number of decisions need to be taken in the next few months and to assist in the volume of decision-making and actions required to make this a successful process it is proposed that a structure for decision-making and delegations be approved. A number of decisions would remain the subject of reports to Cabinet for final approval, with a number of decisions being the subject of a specific delegation to Lead Member for Housing in consultation with the Lead Member for Customer and Support Services (Lead Members meeting jointly on a weekly basis as required).



	4.3 
Cabinet is therefore specifically asked to delegate to the Lead Member for Housing in consultation with the Lead Member for Customer and Support Services the following decisions:

· Approval of the Section 25 application to allow the stock transfer to proceed.

· Approve the value of set-up costs to be incurred as part of the start up of CW and the completion of the stock transfer process.

· Approval of the financial arrangements supporting the final level of gap funding including the VAT shelter and level of right to buy receipts.

· Approval and levels of warranties to be granted in respect of asset, service and information transfer.



	· Approval of all Service Level Agreements between the Council and CW.

· Approval of lease arrangements for any accommodation. A separate report will be brought forward to Joint Lead Members as detailed above but also including agreement with the Deputy Leader of the Council.

· Proposed final wording of the Transfer Agreement.



	4.4 
Cabinet would receive separate reports and be requested to approve:

· Assets (dwelling, land and property of any type) that are to be the subject of transfer. Cabinet is reminded that in approving the offer document to tenants the Council agreed in principle that it would transfer other housing assets in West Salford to CW.

· Approval of any other necessary recommendations will be brought to Cabinet as the project progresses and if further decisions are required.



	5. Stock Transfer Set-up costs

5.1 
As part of the implementation of the new local housing company there are a number of costs that will be incurred. These are indicated in the table below. Although initially the Council will incur expenditure, in the majority of cases this is only a temporary arrangement, as the majority of costs will be recovered from CW as part of their business plan. The table below indicates which of the costs are recoverable by CW and which will form a permanent liability for the Council as part of the stock transfer process. It must be stressed that these figures are only estimates at this stage. 



	City West Housing Trust - Set Up Costs
Estimated Cost (‘000’s)

Potential % Amount Recoverable

Comments

Legal Advisers

250.0

100

Financial Consultant

91.8

100
Amount confirmed through procurement exercise.

ICT Consultant

30.0

100
Communications Consultant

50.0

100
Business Plan Validation

40.0

100
Funder's Valuation & Stock Condition Survey Validation

50.0

100
VAT Advice

25.0

100
Insurance Consultant

20.0

100
Pensions Adviser

20.0

100
Procurement & Asset Management Advice

160.0

100
Recruitment & HR Advice

50.0

100
Land Registry Fees

50.0

100
Funder's Legal Advice

80.0

100
Nat Fed Affiliation Fee

25.0

100
Loan Arrangement Fee

2,500.0

100
Repayable by CW through addition to funding loan. 

Training - Staff/Board

35.0

100
Start Up Costs

   - New appointments

150.0

100
   - Seconded staff

750.0

100
   - Accommodation

1,000.0

100
   - Re-branding Costs

160.0

100
   - Other Office Costs

30.0

100
   - IS/IT Procurement

350.0

100
   - IT Servers/equipment/infrastructure

800.0

100
   - Website

50.0

100
   - Finance System

225.0

100
Irrecoverable VAT

628.6

0

Total

7,620.4

Na



	In other stock transfers that have taken place nationally Councils have found that it is sometimes more beneficial financially to meet some of the costs out of reserves or through charges to the HRA.

If the business plan for CW is tight then CLG may look to the Council to factor in some of the above costs in the calculations on right to buy receipts sharing and / or the VAT shelter agreement. Consequentially this may reduce the income from the former over the first 5 to 6 years following transfer.

Cabinet is asked to task the City Treasurer to work with appropriate officers within the Council to confirm these costs and for the Lead Members for Housing and Customer and Support Services to be delegated responsibility for final approval of all set-up costs.



	6. Recommendation


Cabinet is asked to approve the recommendations contained within this report.
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