	PART 1

(OPEN TO THE PUBLIC)
	ITEM NO.



JOINT REPORT OF THE DIRECTORS FOR DEVELOPMENT & CORPORATE SERVICES


TO THE LEAD MEMBERS FOR DEVELOPMENT SERVICES AND CORPORATE SERVICES ON MONDAY 12th JULY 2004 AND

CABINET ON 1st SEPTEMBER 2004


TITLE : RE-CONSTRUCTION OF MANCHESTER, BOLTON, BURY CANAL – USE OF SECTION 106 MONIES


RECOMMENDATIONS:

That subject to confirmation of funding from ERDF, NWDA and agreement with British Waterways:-


1. That Cabinet approve the borrowing of £1m in support of the restoration of the Middlewood section of the Manchester, Bolton and Bury Canal.  

2. The Lead Member for Corporate Services support the principle of borrowing £1m to be used to assist in the restoration of the Manchester, Bolton and Bury Canal.  Such money to be repaid from receipts under the Section 106 agreement for the Middlewood site.

3. The Lead Member for Corporate Services approve the allocation of £182,063 from revenue resources between 2005/06 and 2010/11 to meet the capital financing costs to be met by Salford pending receipt of the Section 106 money





4. That the Lead Member for Development Services support the proposed use of section 106 money to assist in this phase of restoration work.


EXECUTIVE SUMMARY: 

Proposals for the re-opening of the Manchester, Bolton & Bury Canal were announced by British Waterways, at a formal launch at the Lowry in 2002.  Since that time, work has progressed to bring the scheme forward.

Funding is being assembled for a first phase of work between the River Irwell and Oldfield Road, through the Middlewood site.  It is being proposed that an element of the Section 106 money to be received in respect of development at Middlewood be used to help fund this phase of restoration.  In order to give a capital sum, it is proposed to use unsupported borrowing to provide bridging finance, to be repaid as the S106 monies are received.

The capital financing costs during the bridging period are estimated to be £182,063 in total, over the period 2005/06 to 2010/11, with the maximum cost in any one year being £57,375. 


BACKGROUND DOCUMENTS:

(Available for public inspection)


ASSESSMENT OF RISK: 

Medium.  In the current buoyant housing market, it is highly likely that the S106 money will be received to cover any borrowing over a 3 to 5 year period.  However, if the market were to downturn, this period might be extended, and in a worst case scenario, if no development were to commence, no S106 monies would be received to cover this borrowing.

	


THE SOURCE OF FUNDING:

Unsupported borrowing to be repaid through S106 receipts from the Middlewood development, with revenue funding coming from the revenue budgets between 2005/06 and 2010/11.

	


LEGAL ADVICE OBTAINED:

Ian Sheard

793 3084

	


FINANCIAL ADVICE OBTAINED 

John Spink

793 3230

Dave McAllister
793 2482

	


CONTACT OFFICERS: David Evans 793 3641 John Spink 793 3230


WARD(S) TO WHICH REPORT RELATE(S) Blackfriars


KEY COUNCIL POLICIES


1.0 Introduction

1.1
In 2002, at a formal launch at the Lowry, British Waterways announced their intention to restore the Manchester, Bolton & Bury Canal to navigation.  All 3 local authorities affected (Salford, Bolton & Bury) supported the proposal.

1.2
Since that time, BW and the 3 local authorities have been working to develop the project.  Funding is a major issue, with limited access to regeneration funding.  A phased approach is now emerging, based on starting development at the Salford end of the canal, based on

· Acknowledgement that unless access can be gained to the River Irwell, the canal restoration will never succeed

· Development pressure in the central Salford area

· Access to regeneration funds in the central Salford area.

1.3 
A first phase of reclamation is being proposed in the Middlewood area.  This would give access to the canal from the River Irwell close to Princess Bridge / Hampson St. and run through to Oldfield Road.

2.0 Funding

2.1
The first phase is being promoted at Middlewood because all 3 factors outlined at 1.2 apply….

· The canal access to River Irwell (and on to the Bridgewater Canal at Pomona) will be secured.

· The site is subject to growing development pressure and outline planning permission for a mixed-use scheme has been granted.

· The site lies within the Irwell Corridor EDZ, where European funding (ERDF) is available.

2.2
The first phase has been costed at £4.2 m.  An application for £2.1m ERDF is at technical appraisal stage.  An application for £1.1m from NWDA is under consideration following their technical appraisal. (Indications are favourable).  This leaves a funding shortfall of £1m.  British Waterways have stated that they do not have access to capital monies to cover this shortfall.

2.3
It is proposed to fund this shortfall through monies received under a section 106 Agreement with the developer of the Middlewood site.  This agreement is broadly for the use of these monies to improve public realm and transport linkages to the site, and based on so much per apartment / floorspace of other development (capped at £1.5m).   Subject to confirmation of other funding sources and agreement about the extent of the restoration scheme, the developer is happy for this contribution to be made towards the canal scheme, which will run through the heart of the site and which will therefore enhance the setting of much of the development.

2.4
The limitation and risk of this approach is the uncertainty of when the section 106 monies will be received – half being payable (pro-rata) on the commencement on site of any given phase and the balance on first occupation of any part of that phase.  Given current development pressures it is envisaged that the £1m may be received within 3 to 5 years.  However, if the market were to downturn, this period might be extended, (and in a worst case scenario, in the most unlikely event of no development coming forward on the Middlewood site, no S106 monies would be received to cover this borrowing).  This is not compatible either with the timescales for other funders, or with the need for security of funding for British Waterways (BW) – which has limited internal funding.   We have approached BW with a proposal to share the revenue costs associated with this borrowing.  They have stated that they “will not be able to provide direct financial support.  Our financial commitment to this project”…(the whole restoration initiative, including Middlewood) “ includes almost £400,000 to date and an ongoing commitment to project development over the next 3 years.”  They also indicate that in the case of the restoration of the Rochdale Canal, that the local authorities paid interest charges on a loan taken out in support of that scheme.

3.0
Proposal

3.1 
It is proposed to make unsupported borrowing of £1m under the provisions of the prudential code, to be repaid by receipts under the Section 106 agreement for the Middlewood development.








3.2
It is further proposed that the capital financing consequences of the scheme be met from the revenue budget. A schedule of the likely cash flow of the need to borrow, funding from the Section 106 agreement and consequent revenue cost is shown at Appendix 1. This indicates an anticipated total net revenue cost of £182,063 falling between 2005/06 and 2010/11, with a maximum annual cost of £57,375 in any one year (2007/08). 
3.3. It should be noted that in return for a net revenue cost of £182,063 in funding the canal improvement work the development will provide the potential for substantial additional revenue to the Council through Council Tax and business rates. Additional Council Tax revenue alone from the residential development should yield in excess of £1million per annum and a major share of the additional business rates from the commercial development will fall to be retained by the Council under the business growth incentive scheme.
3.4. It is considered that the whole of the canal restoration project is at risk if this phase cannot proceed.  The restoration of the MBB Canal is seen as a catalyst for regeneration in key parts of central Salford, where currently regeneration activity is not progressing as rapidly as we would wish to see.  These areas include the area behind the Crescent and the Pendleton Industrial area from Frederick Road to Agecroft.  The re-opening of the canal will give a completely new aspect to a variety of derelict, despoiled and underused sites and buildings.  BW continue to develop proposals for the restoration of the remainder of the canal at their own expense and are preparing an outline funding case for the NWDA to consider.  The total cost of restoration is estimated at over £30m, although it will almost certainly have to be completed in phases.  The issue of match funding will continue to be an issue.  Policy CH9 of the Draft Replacement Unitary Development Plan seeks to give a consistent policy basis for seeking contributions from developments along the line of the canal, which will benefit from the uplift in value associated with the active water frontage it would provide (commonly assumed to be about 20%).

Malcolm Sykes

Director of Development Services

Alan Westwood

Director of Corporate Services


