



___________________________________________________________________

REPORT OF THE LEAD MEMBER FOR HOUSING

___________________________________________________________________

TO THE CABINET MEETING

ON 24TH JANUARY 2006

___________________________________________________________________
TITLE: Decent Homes Investment Strategy – A Framework for     Programme Applications
______________________________________________________________

RECOMMENDATIONS: 

That Cabinet:

1 Notes the progress made since GONW ‘sign off’ of our Decent Homes Investment Strategy in June 2005;
2 Considers each component of the Investment Strategy;
3 Approves the recommended framework for bids to ODPM early 2006 including the steps and milestones for implementing each component of the Investment Strategy;
4 Delegates approval for detailed Programme Applications to the Lead Member for Housing subject to consultation with Political Executives;
5 Notes the measures to support the continued improvement of the performance of New Prospect Housing Limited during 2006/7.  

____________________________________________________________

EXECUTIVE SUMMARY:  

Cabinet approved the Decent Homes Investment Strategy on 31st May 2005. 

The Investment Strategy outlines the need for the council to prepare bids to government for approximately £400 million resources to help to bring homes up to meet not only the Decent Homes standard but also the higher Salford Standard. It also confirms the need to adopt a ‘mixed’ model solution reflecting the complexity of the investment needs of our housing stock and the different preferences of tenants.

We successfully achieved our whole Stock Option Appraisal ‘sign off’ from GONW in June 2005. 

Much progress has been achieved since ‘sign off’ including:

· The appointment of consultancy support;

· A review of the Change Management Strategy and process by Ernst Young;

· A reconfiguration of internal resources;

· A number of summer conferences for tenants and Members;

· The establishment of 6 Local Steering Groups;

· The establishment of 6 Local Housing Forums;

· The commencement of a number of study tours for tenants and Members;

In addition a number of meetings have taken place with ODPM, the Housing Corporation and the Audit Commission. As well as a condition of ‘sign off’ this regular contact with government and key regulators has enabled a building up of awareness of Salford’s Investment Strategy and a sharing of ownership of our plans and proposals. It has also helped to reinforce the new ambition, innovation and customer led nature of Salford’s strategy for it’s own housing stock and to challenge any remaining negative and unhelpful perceptions.

Each component of our Investment Strategy has been developed since ‘sign off’ and reflects the advice and guidance of ODPM and the regulators obtained during these meetings or from any subsequent contact. 

A ‘Framework for Programme Applications’ document is attached that considers the 4 component parts of our strategy:

· The strategic housing function and Common Services Provider;

· Local Housing Companies and their likely arrangements;

· The new Housing and Regeneration ALMO for central Salford;

· Pendleton PFI.

Headline financial and HRA issues are considered together with the key milestones for implementing each component part of the Investment Strategy. Measures to support the continued improvement in NPHL performance are also detailed in the document.

It is likely that ODPM will invite programme applications for each investment option early in the New Year. Expressions of Interest for the Round 4 PFI programme have already been confirmed as 31st March 2006. It is also important to note that each Decent Homes funding programme is likely to be oversubscribed and subject to considerable competition. 

It is essential therefore that detailed bids are developed at the earliest possible opportunity and that the recommended framework for producing the programme applications is agreed including the broad function and arrangements for each component part of the overall Investment Strategy.

Following Cabinet approval of the framework is recommended that the Lead Member for Housing approve the detailed programme bids prior to submission to ODPM but only following consultation with Political Executives.

Cabinet will receive a further report on the Decent Homes Investment Strategy following the Ministerial announcement confirming successful programme applications likely to be during May or June 2006.

____________________________________________________________

BACKGROUND DOCUMENTS: 

The HRA Business Plan 2005 – 35;

The Housing Stock Option Appraisal (June 2005);

CPA – The Harder Test;

Programme Guidance for ALMO, Transfer and PFI.

___________________________________________________________

ASSESSMENT OF RISK: 

HIGH Failure to secure a place on the programme applications will affect our ability to meet the Decent Homes Target by 2010 and will have a significant impact on the Councils CPA, the viability of the HRA Business Plan and the assessment of our ‘fit for purpose’ Housing Strategy. 

______________________________________________________________

SOURCE OF FUNDING: Pre-programme application costs will be met from the HRA and/or the Public Sector Capital allocation.  Post programme application costs will be met from approved funding allocations or permissions.
______________________________________________________________

LEGAL IMPLICATIONS: Not applicable, at present.

______________________________________________________________

COMMUNICATION IMPLICATIONS: Internal communications are being maintained with regular contact with NPHL and through meetings and distribution of monthly newsletters to all staff. 

Members have received regular updates and many are involved in the implementation process. 

A joint NPHL & SCC Housing Services staff conference has been scheduled for January 2006, which will inform staff of the changes within these reports.

PROPERTY: To be developed

______________________________________________________________

HUMAN RESOURCES: This will have implications for approximately 830 NPHL and Housing Services employees.

______________________________________________________________

CONTACT OFFICER: Kevin Scarlett

Tel 0161 922 8702 
e-mail:  Kevin.scarlett@salford.gov.uk

______________________________________________________________

WARD(S) TO WHICH REPORT RELATE(S): ALL

______________________________________________________________

KEY COUNCIL POLICIES: 

Community Strategy;

Capital Investment Strategy;

Housing Strategy;

HRA Business Plan 2005-2035;

Neighbourhood Renewal.
______________________________________________________________

DETAILS: 

	1.0

1.1

1.2

1.3

1.4
	Background

The Sustainable Communities Plan launched in February 2003 introduced a requirement for all stock-holding local authorities to submit option appraisals (OA) to Government Regional Offices (GOs) for sign off. Guidance for local authorities ‘Delivering Decent Homes – Option Appraisal’ was issued by ODPM in June 2003 and set out the criteria against which option appraisals would be assessed

We successfully achieved our whole Stock Option Appraisal ‘sign off’ in June 2005. The investment strategy was developed following the most extensive consultation exercise ever conducted by Housing Services in Salford

The Investment Strategy, approved by Cabinet on 31st May 2005, outlined the need for the Council to bid for just over £400 million to help to bring homes up to meet not only the Decent Homes standard but also the higher Salford Standard. 

The timetable for delivering the Investment Strategy is determined by the governments bidding processes. As yet no announcement of the programme application submission dates for either ALMO or Transfer has been made. In the absence of an actual submission date we are working towards having the bids completed in draft form by the end of January 2006. Expressions of Interest for Round 4 of PFI have however been confirmed as 31st March 2006.


	2.0

2.1

2.2


	Progress to date 

The development of the stock implementation is moving at a pace and through the structures we have in place, and reviewed, we are putting a framework in place not only to attain a place on the programmes, but critically, to deliver. 

In brief, following government ‘sign off’ of the Investment Strategy in June this year a great deal of progress has been made on the following: 
· We have built capacity to deliver the strategy; 
· We have attained a ‘Fit for Purpose’ rating Business Plan for council owned homes;  
· We have developed our Change Management Strategy; 

· We have established arrangements to implement the Change Management Strategy and reviewed them;

· We have built up customer involvement; 
· We have robust communications mechanisms in place;

· We have implemented local delivery and consultative structures and arrangements;

· Developed training programmes for key staff and the Local Steering groups;  

· Established a Project Plan for producing the Programme Applications (bids) 

In addition a number of meetings have taken place with:

· ODPM Decent Homes teams;

· Community Housing Task Force;

· Housing Corporation;

· Audit Commission.

These meetings have informed the development of the component parts of our Investment Strategy and have helped to ‘shape’ the recommended framework for programme applications.

  

	3.0

3.1

3.2

3.3

3.4
	Framework for Programme Applications

Attached is the ‘Framework for Programme Applications’ document. 

This document considers each component part of our Decent Homes Investment Strategy. In particular it confirms the likely function and arrangements for the new housing organisations that will be established in Salford if our programme applications are successful together with the anticipated strategic housing function and the arrangements for partnership working between the new organisations and the council.

Headline financial and HRA issues are considered together with the key milestones for implementing each component part of the Investment Strategy. Measures to support the continued improvement in NPHL performance are also detailed in the document.

Approval of the framework document will enable detailed bids to be developed early in the New Year and ensure that the council will not be at a disadvantage when confirmation is given by ODPM as to the deadline for bids under all of its’ Decent Homes funding programmes.



	4.0

4.1

4.2

4.3
	Process moving forward

Subject to approval of the framework document it is recommended that detailed programme application approval be delegated to the Lead Member for Housing. 

In approving bids to ODPM the Lead Member for Housing will consult with:

· Political Executives;

· Local Steering Groups.

Given the implications for the council corporately in developing the new housing organizations it also proposed that the Lead Member for Customer and Support Services be informed of the proposed content of the bids and advises of any recommended amendments as appropriate. 

Cabinet will be given a detailed progress report on the implementation of the council’s Decent Homes Investment Strategy following Ministerial confirmation of successful programme applications in May or June 2006.



	5.0

5.1


	Recommendations

That Cabinet:

· Notes the progress made since GONW ‘sign off’ of our Decent Homes Investment Strategy in June 2005;
· Considers each component of the Investment Strategy;
· Approves the recommended framework for bids to ODPM early 2006 including the steps and milestones for implementing each component of the Investment Strategy;
· Delegates approval for detailed Programme Applications to the Lead Member for Housing subject to consultation with Political Executives;
· Notes the measures to support the continued improvement of the performance of New Prospect Housing Limited during 2006/7.  


DECENT HOMES INVESTMENT STRATEGY: FRAMEWORK FOR PROGRAMME APPLICATIONS 

SALFORD CITY COUNCIL

JANUARY 2006

CONTENTS

1. Background

2. Common Services Provider and the Strategic Housing Function

3. Local Housing Companies and the West Salford Housing Mutual

4. Housing and Regeneration ALMO for Central Salford

5. Pendleton PFI

6. Outline HRA impacts

7. Implementation – process and plan

8. Performance of New Prospect Housing Ltd 

1. BACKGROUND

1.1 Having achieved Stock Options Appraisal ‘sign off’ from GONW in June 2005 the council is now required to prepare applications for funding from each of the Governments Decent Homes investment programmes: 

· ALMO;

· Transfer;

· PFI.

1.2 It is necessary therefore to have an agreed framework for the completion of the programme applications and critically to enable the commencement of the detailed work required to construct the new housing organisations that will not only deliver the Decent Homes investment but will also provide the future housing services to tenants and residents across the city.

1.3 In particular the agreed framework for programme applications will need to consider for each new organisation:

· Their function;

· Their relationship to each other and to the council;

· Governance and outline structures;

· Legal form and identity;

· The key steps and milestones to their formal establishment.

1.4 Implications for the HRA must also be considered as part of agreeing the framework for programme applications. Government will require evidence of value for money and sustainability when assessing programme applications and there is a need to show HRA forecasts for both ALMO and PFI applications. We also need to understand that the disagreggation of the HRA will not only have an implications for considering what can be afforded and what will be viable in the future but will also have implications for the council corporately.

1.5 Consideration must also be given to the council’s strategic housing role and a clear explanation and understanding of the strategic housing function will need to be reflected in the programme applications.

1.6 Finally it also necessary to ensure that programme applications represent the advice given by ODPM, the Housing Corporation and the Audit Commission to date. Since ‘sign off’ a number of high level meetings have taken place with senior officials from all 3 organisations not only to increase their knowledge of Salford’s Decent Homes Investment Strategy but also to gain their early input and contribution to the development of the strategy.

2. COMMON SERVICES PROVIDER AND THE STRATEGIC HOUSING FUNCTION

2.1 In outline the Common Services Provider (CSP) is a provider of housing services      for a number of client organisations including:
· The council;
· The new housing organisations;
· RSL’s;
· Accredited and/or licensed landlords;
· Voluntary and charitable housing organisations;
· Other agencies and service commissioners such as the LSP or PCT.
2.2 Critically the CSP will:
· Provide a single service access point for customers;
· Apply consistent policy and operational procedures for customers irrespective of landlord or tenure;
· Respond quickly to changing service needs as a consequence of changing housing markets;
· Provide an arrangement for the pooling of resources and for ‘joining up’ service design and planning as well as management and delivery;
· Enable the application of a more robust and meaningful performance management framework for key customer facing services. 
2.3 The case for a CSP is compelling. Not only is it a logical consequence of the debate that has already begun to emerge within the Salford Housing Partnership (SHP) as to the need to improve services and have a stronger partnership approach to service delivery – it is also the most appropriate arrangement to achieve the following:
· Customer focus and ‘Think Customer’ principles

Both the Housing Strategy and Cabinet Work plan emphasise the importance of developing accessible, consistent and effective customer facing services.
Given the fragmented nature of the delivery of many housing related services and the duplication of delivery by many providers often working in the same neighbourhood, the challenge in constructing high quality, relevant and popular housing services across the city is significant. 
Critically the SHP has already begun to respond. ‘Think Customer’ principles have been and remain a key driver in determining the review of a number of customer facing services such as choice based lettings and allocations, anti social behaviour and home ownership advice. Partners are making important contributions to developing and re-designing key services and there is recognition that improving the performance of many services will depend upon the pooling of resources and commissioning others to deliver services where appropriate, the adoption of common service policies and the use of ICT developments and other creative means of enabling customers to access services.
· Maintaining our ‘fit for purpose’ status

Achieving a ‘fit for purpose’ assessment for Salford’s Housing Strategy is a clear and unambiguous recognition of the value and effectiveness of housing partnership in the city. As one of a minority of council’s to be granted ‘fit for purpose’ status by Government Office in the North West, Salford is increasingly recognised by a number of national and regional agencies as a high performing strategic housing authority and an emerging model of ‘best practice’.
However a ‘fit for purpose’ Housing Strategy is not an end in itself. There is a continuing need to enable the evolution of partnership working in Salford and monitor and review partnership arrangements and structures to maximise their effectiveness and to respond to the changing needs and priorities of the council, its partners and agencies. Given the scale and pace of change in Salford, and the profound and unique issues facing many of our housing markets, the need to respond to these challenges through a frequently refreshed and continuing ‘fit for purpose’ Housing Strategy is even more pressing.
The need to produce a new Housing Strategy for the period 2006-2009 provides a significant opportunity therefore to further re-enforce our ‘fit for purpose’ status. The Housing Strategy Conference held in the Spring 2005 began the work of outlining new priorities in Salford and 4 key conclusions from the event were:
· A need to emphasise the importance of service delivery within an agreed strategic framework;
· A willingness to develop a stronger partnership approach to the delivery of services;
· A stronger customer and community focus in the design of policies and delivery of services;
· The need to improve the quality and effectiveness of services.
This focus on services is a reflection of the increasing maturity of partnership working in Salford. In addition to agreeing and supporting the delivery of strategic plans and priorities, partners now want to explore ways of developing policies and delivering services through partnership. The SHP has continued this theme throughout 2005 and notably sponsored the launch of its first operational policy initiative (for the delivery of services to tackle anti-social behaviour) in June 2005. How it and the council responds to this changing emphasis for partnership working will be a measure of our ‘fit for purpose’ status.
· Value for money and viable service provision

The intention to create a number of new housing organisations to invest in, manage and provide housing services for council tenants and residents across the city increases further the impetus for developing new, innovative and better ways of partnership working and for different housing organisations to work together. At the very least it is likely that 3 new housing organisations will emerge as a consequence of the successful delivery of the Decent Homes Investment Strategy:
· A Housing and Regeneration Company;
· A Local Housing Co-operative;
· A PFI Service Company.
Additional costs will need to be minimised in setting up these organisations and there will be a requirement to demonstrate value for money and long-term viability. Disagreggation of single organisations normally results in additional costs and loss of efficiencies through scale. In deconstructing NPHL and the strategic housing functions the process of reconstruction will require a detailed examination of the most efficient arrangement for the provision of some services, which could be through the CSP.   
· The council’s ‘Community Leadership’ role

As we begin to construct a new strategic and operational environment for housing services in the city it is important to reflect the Governments aspiration for council’s to separate strategic and operational functions and to implement coherent arrangements that will enable the council to focus more effectively on its community leadership role. Of equal importance therefore when considering the form and function of the CSP will be its relationship to council’s strategic housing role and how the CSP can add value to the council’s community leadership role and delivery of its priorities. 
· The need to review the Salford Housing Partnership

Collectively the 3 new organisations will be the major source of social housing provision in the city and with it the most influential providers of services. Ensuring the involvement and commitment of the new organisations to partnership working in Salford will be essential and requires a number of outcomes over the next 12 months including:
· A review of the SHP, its objectives and membership;
· A review of the arrangements for partnership working and in particular the delivery of some services through partnership;
· Agreement as to the resourcing of future partnership working arrangements and delivery of our priorities for Housing Strategy.
2.4 An assessment of the likely services to be placed within the CSP has already begun as part of the stock options Change Management process. An Appraisal Matrix has been designed by Ernst and Young to provide a framework for identifying which services may form part of a CSP and/or which services would be provided by any of the 3 new housing organisations. It summarises the key tests to be considered in assessing service relevance for the CSP as follows:
· Is the service customer facing;
· Could savings be made through combining provision;
· Is the service citywide and/or cross tenure;
· Would there be benefits for the service through combined provision;
· Would performance be enhanced;
· Can the service be easily disaggregated;
· Would disaggregation impact on performance;
· Would the regulator prevent combined provision.
Whilst work on service assessment is on-going discussions with ODPM and the Housing Corporation have confirmed the more acceptable services for inclusion in a CSP and those that are not acceptable from either a Decent Homes programme application or regulatory perspective. The likely services to be included in the CSP therefore are:
	CHOICE BASED LETTINGS

	ANTI SOCIAL BEHAVIOUR AND MEDIATION

	SUPPORTED TENANCIES & OLDER PERSONS SERVICES

	LANDLORD SUPPORT

	HOUSING ADVICE

	HOMELESSNESS ASSESSMENT AND RESPONSE

	DISABILITY SERVICES AND ADAPTATIONS


2.5 It must be stressed that much work needs to be done before any final decision is made as to the provision of these services through a CSP. A further factor influencing the function of the CSP will be likely contract value for the new organisations in commissioning the CSP and the extent to which this may ‘fetter’ the potential for their own effective business planning and development.
 2.6 If the CSP reflects the need to provide and deliver some services through partnership there is an equally compelling case to develop and deliver Housing Strategy through partnership. In particular there is a need to ensure the construction of appropriate arrangements that provide for the effective delivery of a range of strategic housing functions including:
	STRATEGY DEVELOPMENT AND PRODUCTION

	PARTNERSHIP SUPPORT

	HOUSING MARKET ASSESSMENT

	SERVICE, FUNDING AND PROJECT COMMISSIONING

	POLICY DESIGN 

	PERFORMANCE MONITORING AND ENFORCEMENT


2.7 As with the construction of the new organisations there is requirement to ensure a viable strategic housing function that assesses housing market performance, maintains links to the LSP, sub regional and regional strategies, and ensures sufficient resources are in place to meet strategic priorities and plans. Whilst the council has the ultimate responsibility for the strategic role it cannot undertake the various strategic functions in isolation and needs the support of a range of partners to be effective and efficient.
2.8 Partnership working in Salford therefore needs to evolve to include:
· The full range of strategic housing functions;
·  The delivery of some services. 
A key consideration in devising mew partnership arrangements will be the relationship between the council and its partners as commissioners of common services and the organisation constructed to deliver those common services. It is in the interests of the commissioning organisations that they retain influence and direction in the development and delivery of partnership services. It is equally important to ensure an arrangement that strengthens partnership and organisational relationships in Salford’s housing system and foster even greater maturity.  A further consideration will be the requirements of the CSP itself. The CSP will require appropriate forms of governance and accountability. It will need to be able to enter into contract, be financially responsible and will incur liabilities. It will need to have a legal identity. 
2.9 The revised arrangements for partnership working therefore are as follows: 
· The Salford Housing Partnership

It is proposed to re-establish the SHP as a company limited by guarantee.  As the Salford Housing Partnership Ltd it will have a Memorandum and Articles of Association confirming the partnership objectives and activities of the company and If partnership working in Salford is to evolve from strategy production and development and begin to include the full range of strategic functions and the provision of services through a CSP, a radical and comprehensive overhaul of the SHP itself is required as well as the establishment of new more relevant structures for partnership working.   
It will be registered with Companies House. It will have a Board of Directors and as a non-controlled company council representation on the Board will be less than 20% of the total Board membership. A Board made up of representatives from the following organisations will in effect govern SHP Ltd:
· Salford City Council;
· The Central Salford Housing and Regeneration Company;
· The West Salford Local Housing Co-operative;
· PFI service company;
· Lead and support RSL’s;
· Accredited and licensed landlords;
· Partnering contractors and developers;
· Other service commissioners if appropriate.
Non-executive Board members may also be appointed from time to time from key sectors or organisations such as the financial services sector. 
· Salford Housing Services

Salford Housing Services is in effect the CSP. As the service provider arm of the SHP Ltd, Salford Housing Services will be responsible for the day-to-day management and operational activities associated with the services placed in the CSP. It will be accountable to the Board of SHP Ltd for its actions and decisions and will have a contractual or Service Level Agreement relationship with the Board. Salford Housing Services will be headed by a Director who will also act as Company Secretary for the SHP Ltd.
· Strategic Housing Services

Whilst not directly accountable to the SHP Ltd, it is proposed to place the strategic housing functions within a partnership framework. Whilst the day-to-day management and operational responsibility for Strategic Housing Services (SHS) rests with the council’s Head of Housing the priorities and work plan of SHS will be developed and agreed with the SHP Ltd Board.
· Development and Procurement Board

Recognising the importance of partnering and the potential benefits of a partnership approach to procurement particularly through the delivery of capital programmes, a Development and Procurement Board (DPB) will be established as a sub-committee of the Board of Directors of the SHP Ltd. The DPB will consider appropriate responses to:
· Sub-regional partnering and procurement developments;
· Capturing added value through partnering and procurement;
· The arrangements needed to ensure the expenditure of annual housing capital programmes within the city; 
· The need for an increased supply of affordable homes in the city.
· Support Services

Support Services for both Salford Housing Services and Strategic Housing Services, particularly legal, financial, IT (including the Call Centre) and human resources will initially be commissioned from the council. 
2.10 The individual housing organisations and members of SHP Ltd will be required to enter into an initial 3 year Service Level Agreement or contract with Salford Housing Services. A 3-year SLA will enable a viable Business Plan to be constructed for the CSP and provide short-term funding certainty. Equally each individual commissioning organisation will have the choice not to renew the SLA at the end of 3 years and to either directly provide or commission from others CSP services.  
2.11 All staff employed to provide services for the CSP or the strategic housing functions will be employed by the council.  Detailed arrangements for effected staff will be provided during the Change Management process but will only be confirmed following notification of successful programme applications from Government. Staff employed to provide CSP functions will however be seconded to Salford Housing Services for the initial 3 year Business Plan period.
2.12 Details of the structure and arrangements for the SHP and CSP are provided in Appendix 1  

3. LOCAL HOUSING COMPANIES AND THE WEST SALFORD HOUSING MUTUAL 

3.1 Since ‘sign off’ each consultation area in West Salford has seen the establishment of a:
· Local Steering Group 
Comprising of tenants and local councillors the Local Steering Group (LSG) will have a key role in developing the form and function of the Local Housing Company for their area, its Business Plan and will oversee and guide the communication with the wider tenant body in up until and including the future ballot;
· Housing Forum

The Housing Forum (HF) provides an opportunity for the wider tenant body to become involved in the plans for their Local Housing Company and to receive regular communication and information from the council and the LSG.
3.2 A critical first task for the LSG’s and HF’s will be to consider the most appropriate form of Local Housing Company organisation for their area. In particular 3 options will need to be examined in detail and a decision reached prior to programme application as to the preferred option. These options are:
· Transfer to an existing RSL;
· Transfer to a new and stand alone Local Housing Company;
· Transfer to a co-operative or ‘group’ of Local Housing Companies.
3.3 Alongside consideration of the form of Local Housing Company for an area will be a need to agree the appropriate legal form. This will also require detailed consideration of options and a decision as to whether the Local Housing Company should be:
· An Industrial and Provident Society, or;
· A Company Limited by Guarantee, and;
· Should it have charitable status.
3.4 An Assessment Matrix has been developed with TPAS and Ernst Young to guide tenants in an appraisal of the options available to them. The Assessment Matrix will appraise each option against a number of set measures. These measures are:
· Governance

Identifying the necessary capacity, experience and skills at Board level will be an important consideration in constructing appropriate governance arrangements.  There will be a need to develop a new organisational ethos and culture from the outset and critically ODPM and the Housing Corporation will need to be re-assured that governance arrangements will be effective and robust. The governance of NPHL has been raised by the Audit Commission as weak in the past and there will be considerable scrutiny of proposed governance arrangements in the transfer programme application;
· Management

As with governance there needs to be recognition of the limited availability of people with the required experience and skills to lead the new Local Housing Companies. Tenants and staff will need to be confident that the new organisation has a vision, will perform to the highest standard and has effective and purposeful leadership. Tenants and regulators will also need to be re-assured of the arrangements should the Local Housing Companies fail to meet thee required standards; 
· Local freedoms and accountability

Greater influence over the planning and delivery of services at a local level has been a key priority for tenants throughout the Stock Options Appraisal. The attraction of setting local service standards and service priorities has been a significant factor in the popularity of the Local Housing Company option and tenants will require considerable local operational autonomy and freedoms when determining the most appropriate arrangements for the new organisations;
· ‘Fit’ with Housing Strategy and regeneration potential

A priority for the Housing Strategy, and for many tenants, will be arrangements that ensure the development of new affordable homes for rent and sale across west Salford and the potential to undertake a range of regeneration and renewal activities and initiatives. Whilst investment to meet the Salford Standard throughout the existing housing stock is a key requirement the potential of the new organisations to construct new homes is particularly attractive as is the attraction of new forms of investment by the local housing companies freed of local authority financial and legislative constraints;
· Easy to implement

We do not want to create legal forms and arrangements that are unnecessarily complicated and time consuming. There is a need to demonstrate to ODPM that we can meet the 2010 Decent Homes PSA target and there is considerable ‘best practice’ in establishing the most appropriate arrangements for Local Housing Companies that both re-assure regulators and enable innovation in the delivery of services and investment;
· Impact on staff

Arrangements that provide for new opportunities for staff will need to be considered together with the ability of the new organisations to make their own Chief Executive/Director level appointments. There will also be a need to consider the most appropriate arrangements for effective ‘back office’ or support functions and services and organisational structures that re-enforce the need to provide excellent customer facing and locally based services;
· Costs and viability

A number of financial considerations will need to be made ranging from set up costs to the need to demonstrate a viable 30 year Business Plan for the Local Housing Companies. There will be a limit to what the HRA can afford and given the size of dowry required from ODPM there will be considerable pressure placed on the council to minimise any additional costs. It is highly unlikely that we will be able to, or given consent to, the establishment of 4 separate senior management teams for instance;
· The requirements of the regulators

Both ODPM and the Housing Corporation will have expectations and requirements as to their preferred arrangements for the Local Housing Companies. Given that no transfer will take place without the approval of either body there will be an overriding need to consider their advice and guidance.
3.5 The key issue in developing the programme application for West Salford is the need to balance tenant expectations of stronger local autonomy and accountability in the delivery of services and setting of investment priorities with the need to construct value for money and sustainable organisational arrangements. In applying the Assessment Matrix therefore it is probable that the most likely option to emerge, and the one that addresses this issue most effectively, will be transfer to a mutual or ‘group’ of local housing companies.
3.6  This option will allow:
· The establishment of up to 4 Local Housing Companies each with considerable operational and day-to-day autonomy and accountability, having its own Business Plan and priorities for investment and led by an Area Director;
· The establishment of a ‘mutual’ parent body able to support the individual Local Housing Companies through the provision of efficient ‘back office’ functions and to provide an overarching and viable Business Plan for the ‘group’ of Local Housing Companies. The West Salford Local Housing Mutual will act in the best or mutual interests of the ‘group’ of Local Housing Companies and will be led by a Chief Executive;
· The establishment of a viable and fundable development ‘arm’ of the West Salford Local Housing Co-operative able to attract the investment needed to meet the priorities of the Local Housing Companies and most able to maximise the financial potential of ‘group-wide’ Right to Buy receipts, stock re-valuation, VAT shelter and asset transfer;
· The development of appropriate legal forms and arrangements that re-enforce the co-operative nature of the parent body/local company relationship and satisfy the requirements of the regulators. 
3.7 Whilst the detailed organisational framework for West Salford has still to be finalised with tenants, LSG’s and HF’s will be consulted with over the coming weeks with the intention of securing a view from tenants and local members as to their preferred option by the end of February. 
3.8 Ballot arrangements will be influenced by the preferred option. If the preference is to develop a mutual or ‘group’ of local companies tenants may in effect be balloted on a transfer of homes to the West Salford Housing Mutual and the provision of services through Local Housing Companies.  
3.9 Details of the likely structure and arrangements for West Salford are provided in Appendix 2

4. HOUSING AND REGENERATION ALMO FOR CENTRAL SALFORD 

4.1 In determining the governance, function and business plan of our new Housing and Regeneration ALMO there is a paramount need to consider the scale and pace of change in central Salford. Nowhere in the region is there such a level of housing renewal and with the recent establishment of the Central Salford Urban Regeneration Company (URC) and the development of a Vision and Strategic Regeneration Framework (VSRF) the significance for all regeneration activity in central Salford should place what we are currently doing now and what we are undertaking to do in the future on a par with regeneration activity in east Manchester and in east London. Whilst the economic, social, educational and infrastructure challenge is a major consideration for the SRF, housing remains one of, if not the biggest challenge of all in re-invigorating our part of the conurbation core.

4.2 The case for and need to fundamentally alter the supply of housing in central Salford has been made in the original Manchester Salford Housing Market Renewal (HMR) Prospectus. Our allocation of Pathfinder status by government is recognition of the need to tackle severe housing dysfunction in central Salford and to re-invigorate one of the poorest performing housing markets in the country. The HMR Scheme Update for 2006-8 strengthens significantly the case for continued housing transformation and investment across the Pathfinder and evidences conclusively the negative impact inefficient housing markets are having on the city- region, and even regional, economic growth potential. 

4.3 It is not surprising therefore that in all our Neighbourhood Plans, formally adopted or otherwise, housing investment and activity is vitally important. This is particularly the case for the following:

· The ‘In-Partnership’ vision and plan for Broughton Green;

· The Countryside plc led Neighbourhood Plan for Lower Broughton and draft Supplementary Planning Document (SPD);

· The Chapel Street Regeneration Plan;

· The New Deal for Communities (NDC) vision and Development Framework for Charlestown and Lower Kersal;

· The emerging Pendleton Area Action Plan;

· The Legendary Property Company (LPC) led Development Framework for Ordsall;

· The Single Regeneration Budget (SRB) led vision and adopted Neighbourhood Plan for Seedley and Langworthy;

· The emerging Weaste Area Action Plan. 

The new organisation must contribute to the regeneration challenge in central Salford and work alongside other key regeneration partners. 
4.4 Social housing in central Salford is been too frequently characterised by the following:

· Inadequate investment and disrepair;

· Poor design and quality;

· Unpopularity and low even no demand;

· Inconsistent and ineffective management.

4.4 The economic activity of many households occupying social housing is amongst the lowest in the country, skills and educational attainment is poor and there are significant health inequalities across central Salford. It is not surprising therefore that the extent and location of social housing provision forms a key part of the problem in central Salford. 

4.5 Achieving a sustainable and vibrant community however needs a balanced housing supply. A supply that provides quality homes, choice and a diversity of design and form of housing. Affordable housing for rent and sale has a key part to play in ensuring sustainability now and for the future. The same affordable housing must however be attractive and well designed and popular dwellings, be situated in mixed neighbourhood forms – including tenures as well as facilities and managed and maintained to a high standard with a strong neighbourhood and customer focus.

4.6 Demand for a ‘place’, or neighbourhood, is more likely if we get the housing offer right. In too many parts of central Salford the offer is not right. The choice of housing is non-existent and the guarantee of service quality is uncertain. As the major provider of social housing provision, and services, both now and for the foreseeable future, the new organisation will have a pivotal role to play in the central Salford challenge and in creating new demand for ‘places’ and neighbourhoods across the inner city. The functions of the new organisation will need to be shaped by this challenge and the following drivers:

· A ‘tenure blind’ approach to service development and delivery

Many council estates in central Salford are characterised by significant levels of Right to Buy. Many council estates have within them, or located around them varying concentrations of RSL housing provision and throughout all neighbourhoods in central Salford there are higher than average numbers of privately rented homes. The development and delivery of housing services cannot therefore be undertaken in isolation from the services (or lack of) provided by other landlords. This is especially the case for services such as:

· Lettings;

· Anti-social behaviour and security;

· Tenant participation and involvement;

· Environmental management;

· Tenancy support;

· Maintenance and asset management.

All of these services can have a major impact on the reputation and popularity of an area or neighbourhood. Nor is this list exclusive. Many of these services are currently delivered inconsistently, coverage is piecemeal and resources are not in the main ‘joined-up’. This often adds to a sense of frustration in a neighbourhood from customers and acts as a barrier to new people being attracted to it. The new organisation will be uniquely placed as the predominant housing services provider to influence a range of services at the neighbourhood level. 

· Wider Neighbourhood Management
An important measure of the quality and effectiveness of landlord services is the positive or otherwise impact they can have on a range of wider, often non-housing neighbourhood characteristics and typologies such as the quality of the environment, community safety and crime, and community capacity. A number of housing provider led services can make a significant contribution to the effective management of neighbourhoods and the HRA itself has within it a number of high profile non dwelling assets such as shops, play areas, open spaces and community facilities that need to be managed in a wider context of neighbourhood management and development. The new organisation therefore will need to play its full part in contributing to and supporting the management of neighbourhoods. As well as the management of homes it should have a stronger role in the management of non-dwelling HRA assets and champion community based asset management. It must also be a champion of community diversity.

· Managing neighbourhood transition
Due to the scale of change in central Salford many neighbourhoods are currently subject to considerable physical activity. This in itself requires new and different approaches to service delivery and critically a distinct and tailored response to co-ordinated neighbourhood management. Where neighbourhoods in central Salford comprise of large numbers of homes, and particularly council owned homes, the ALMO is be uniquely placed to provide a clear leadership role in ensuring effective neighbourhood maintenance during periods of transition that can often last for 3 to 4 years.    

· Regeneration delivery and developing local partnerships
Successful regeneration delivery needs to include a housing organisation with sufficient skills, capacity and experience to arrange, co-ordinate, plan and deliver a variety of housing renewal policies and programmes. Nearly all council owned homes and/or estates will be subject to some form of regeneration activity and as mentioned previously housing renewal is key to the regeneration of central Salford. The new organisation has the potential  to make a significant contribution to a range of housing renewal and neighbourhood management services including:

· Neighbourhood Planning;

· Housing renewal and clearance;

· Neighbourhood support services;

· Community development and involvement;

· Building capacity at the local level.

Regeneration delivery in central Salford will be led by the Central Salford URC and at a local level by a number of community based partnerships. The new organisation must support and contribute fully to these arrangements and structures if regeneration plans and interventions are to be effective and sustainable in the long term. The new organisation will also be uniquely placed to support and encourage the development of local delivery partnerships between public and private sector organisations, regional agencies and between community and voluntary sector based organisations. 

· Delivering efficiency and value for money
Gershon will be a key consideration when determining the form and function of the new organisation The benefits of a new housing and regeneration focussed company in delivering efficiency and value for money will not be restricted to the traditional landlord functions but should also extend to the numerous housing renewal and neighbourhood management activities outlined above. As a consequence efficiencies should be achieved in a number of ways:

· Alignment of housing renewal services and their re-configuration with appropriate landlord services;

· Better investment management and monitoring through programme alignment particularly with capital investment programmes;

· More effective procurement and use of technology;

· Better co-ordination of local service delivery and the management of risk at the local level.

· Added Value
A new housing and regeneration company with focus, capacity, strength of purpose and leadership will add significant value to existing regeneration plans and arrangements in central Salford. Its potential to support others, bring to the table strong financial and operational expertise and to provide a critical link to the local authority should bring significant added value to regeneration and neighbourhood renewal.  

· Customer and community focus
There is a compelling need to consider all customers all residents at a neighbourhood level in central Salford and not have in place artificial barriers and activities based on tenure. A genuine and effective customer focus will need a different and more imaginative approach to community involvement and again the new organisation should be uniquely positioned to make a significant contribution to community development and participation. There is considerable evidence that the major issues effecting and concerning tenants in central Salford are exactly the same as others in their neighbourhood – regeneration plans, crime, street scene issues and education. There will also be a need to consider an appropriate relationship with our 2 remaining TMO’s – both of which are situated in central Salford.

4.7 If the form and function of our new organisation is to reflect the drivers indicated above a radical review will need to take place of the typical functions of an ALMO. In addition to the obvious landlord functions our new housing organisation will need to support and help to develop functions that will achieve wider regeneration objectives principally:

· Neighbourhood planning;

· Housing renewal and clearance;

· The management of neighbourhoods in transition;

· Supporting neighbourhood services management;

· Neighbourhood level services development and business planning;

· Community development and support;

· Partnership development and support;

· Project management and delivery.

By making a contribution to and linking these functions to the usual landlord functions our new and regeneration focussed ALMO would be a dynamic, innovative and effective organisation at the customer and neighbourhood levels. It would lead to the creation of a new Housing and Regeneration ALMO and place Salford at the centre of the national debate on the future role and direction of the ALMO model.

The ALMO model is re-inventing itself and we have a unique opportunity to establish an organisation providing a range of related functions bespoke to the needs of the tenants and residents of central Salford.

4.7 The governance of the new organisation will need to align with a range of existing community level regeneration governance arrangements in central Salford and be reflective of the governance arrangements for key partnerships and regeneration vehicles such as the HMR Pathfinder Board, the Central Salford URC and NDC Board. There will be a need to attract (or retain) Board members with the skills and abilities to manage a more complex and sophisticated organisation. 

4.8 The new Housing and Regeneration ALMO will require a robust Business Plan that is viable and sensitive to significant stock changes over the 5 year period. In addition to the need to ensure that all additional costs associated with a wider range of functions and responsibilities are provided for, the Business Plan will also need to be constructed to ensure dramatic changes in stock ownership are anticipated and that the organisation continues to receive sufficient income to retain and attract its capacity, skills and expertise. Business planning will need to involve a range of potential client organisations – not just the council. Key clients could include the HMR Pathfinder, Central Salford URC, RSL’s and there will need to a strong emphasis on revenue procurement from a variety of funding sources. Links to the council’s Regeneration and resource Procurement team will be particularly important.

4.9 Critically there will be a need to develop inter ALMO linkages and cross-border trading possibilities. Links with other neighbouring ALMO’s could provide the scale of operation necessary to safeguard against a declining income base and there will be a need to build this potential into the emerging business plan for the new organisation. Early discussion with potential business partners will need to take place and arrangements agreed before the launch of the new organisation. 

4.10 The need to obtain a 2* inspection rating from the Audit Commission is an absolute. When considering inspection consideration needs to be given to the following:

· The organisation to be inspected

Discussions with ODPM and the Audit Commission as to the likely form and function of the new ALMO in Salford have been encouraging and whilst there has been a reluctance to consider the establishment and subsequent inspection of a broader ranging ALMO in the past this would not be the case with the proposed Housing and Regeneration Company for central Salford. There is recognition from both that:

· The ALMO model is changing and will be given greater freedoms to reflect local needs and priorities;

· Alliances and linkages with other ALMO’s will be encouraged enabling a sharing of expertise, capacity and resources;

· There is substantial ‘best practice’ in the housing renewal functions and this will strengthen the innovative, customer facing and high performing culture required within the new organisation. The ALMO inspection ‘bar’ is rising all the time and there is a need to respond positively and with confidence;

· Inspection itself has changed to reflect KLOE’s and changing KPI’s.

· The timing of inspection
Establishing the new organisation and building upon the existing NPHL culture and ethos will need to take place immediately following the submission of the ALMO programme application. The intention would be to plan for inspection early 2008 enabling almost 2 years to plan and prepare the new organisation for inspection and will result in ‘draw down’ of programme funding from April 2008. This would allow a further full 2 or 3 years to commit the funding and achieve the Decent Homes target. Central Salford will of course be a priority for internal capital programme investment in the short – term thereby reducing the year on year level of non – decency from 2005/6.

4 .10Details of the likely structure and arrangements for the Central Salford   Housing and Regeneration ALMO are provided in Appendix 3  

5. PENDLETON PFI

5.1 Discussions with ODPM have continued since the announcement that we had not been invited to submit our Outline Business Case for Pendleton PFI in June 2005. There have been several visits to Pendleton from the ODPM PFI team and we are being encouraged to examine 3 key issues prior to PFI programme application:

· Long-term sustainability of the High Rise Blocks (HRB’s)

There is a requirement to evidence the sustainability of Pendleton’s HRB’s over a minimum 30 year period. A 100% stock condition survey will commence shortly and the Legendary Property Company are working with the council to develop a private sector perspective on their longer-term viability and demand. Recent ODPM confirmation of the availability of PFI credits to refurbish HRB’s in Camden is a welcome step in the right direction and discussions are currently taking place with senior officers within Camden to share their proposals and learning;

· Level of funding

If successful the Pendleton PFI programme application will result in the largest funded housing PFI scheme to date. In addition to pressure from ODPM to reduce the size of the bid suggestions have been made by the PFI team to split the bid into 2 phases. Again the recent decision to fund the Camden scheme is important not least because credits have been given for a 15-year period only to reduce the overall funding required;

· Pendleton Area Action Plan
The programme application and subsequent scheme development must go hand in hand with the Pendleton AAP. ODPM have given consistent advice as to the need to develop the PFI scheme in conjunction with the Pendleton AAP and they will want to be re-assured that housing investment supports the emerging vision and development framework for Pendleton.

5.2 Careful consideration has been given to the alignment of the PFI timetable with that for the production of the Pendleton AAP. A number of PFI credits will be required to enable demolition of some homes and to provide new homes for rent and sale. Funding will not be granted unless we have the certainty of an agreed and formal planning document and evidence of our commitment to sustainable interventions and outcomes for Pendleton  

5.3 Much preparatory work has taken place with potential private sector investors and service providers. A number of ‘soft market testing’ events have taken place to raise awareness of our PFI proposals with the private sector and the results to date are very encouraging. This feedback has also been shared with ODPM.  

5.4 The timetable for developing Pendleton PFI will extend beyond that for the establishment of the new organisations in West and Central Salford. Consequently there is a need to consider the appropriate management arrangements following the disestablishment of NPHL.Given the location of Pendleton and its interdependence with the wider regeneration proposals for central Salford it will be the intention to transfer the management of council homes in Pendleton to the new Housing and Regeneration ALMO for central Salford. Pendleton will therefore be a feature of the ALMO programme application and this has already been discussed with ODPM. 

5.5 The possibility of the Housing and Regeneration ALMO managing homes in Pendleton as a PFI service provider is also a feature of discussions with ODPM.

6. OUTLINE FINANCIAL AND HRA IMPACTS

6.1 The pressure from ODPM in considering any programme applications is to ensure that they represent value for money and deliver sustainable investment strategies. In that respect the applications need to show that the additional costs arising from pursuit of any options is minimised and that projections are viable in the medium to long term. The strategy being pursued requires that the council maintains an HRA and it is also a requirement that both ALMO and PFI programme applications show future HRA forecasts. Indeed even if the application processes had not required the HRA forecasts it would be necessary for the council to be satisfied that the strategy was deliverable from a financial perspective both in relation to the impact on the HRA and on the council corporately. Further disagreggation of single organisations normally results in additional costs as there is a loss of efficiencies created through scale and fixed costs may be difficult to disaggregate and allocate to parts of the business. The effects of this potential inefficiency will need to be minimised.

6.2 Critical impact areas for the HRA therefore are:

· Staffing and other costs
At the moment staffing for the housing management, maintenance and strategic function is split between Salford City Council and NPHL.  As part of the option implementation process many of these staff would have to be transferred to the new organisations.  This reallocation would have to be undertaken in line with the Transfer of Undertakings (Protection of Employment) regulations (TUPE), which requires that staff transfer in line with the function which they undertake for the majority of the time. This disaggregation of staff may result in some challenges and will need to be managed in accordance with agreed policies and practices. Any cost arising from the application of these policies and practices would have to be borne by the HRA unless recharges to the new organisations or other mitigations could be found. In addition there are a number of other costs where an element of pooling is being applied. Additional pressures will arise on the HRA where costs are disproportionately related to the new organisation for Central Salford as the necessary ‘depooling’ will have a beneficial impact on the subsidy requirements of the West Salford Local Housing Companies. Mitigations for this staffing risk will include:

· The reallocation of workload to ensure efficient provision;

· Ring fencing of recruitment to maximise opportunities for staff to move on to new posts;

· Creation of the CSP to allow for sufficient critical mass.

· Direct Labour Organisation
The council currently operates a direct labour organisation (DLO). This is currently under the management of NPHL. However in the run up to implementation there is a need to consider the location of the service. There are arguments as to why it could transfer to either the regeneration ALMO or the Local Housing Companies. There are also taxation implications arising out of the structural location of the service and regulatory or potential programme application approval issues also depending on its location. Wherever located the DLO service must continue to be managed effectively and demonstrably represent

value for money.

· Office accommodation
The HRA will currently pay a share of the costs of total accommodation to the council’s General Fund.  All the new organisations will generally look to provide office accommodation for their staff in separate locations in order to reinforce the independence of the new organisations.  Any staff transferred to the PFI service provider are also likely to be based elsewhere.  Although NPHL staff are currently based in Turnpike House it is likely that the establishment of Local Housing Companies will reduce this requirement. There will be a significant impact on the HRA if a similar level of accommodation currently required by Housing Services SCC and NPHL is retained from the considerably reduced rental income received from the ALMO and PFI stock. Mitigations for accommodation costs would include examining the potential for the new organisations to rent office space from the council.  Alternatively the council may wish to undertake a review of its property requirements and reduce property costs accordingly.

· Procurement
Both the strategic housing function and NPHL will procure a number of items for their respective housing services.  These will include insurances, office supplies, transport and IT equipment.  At the moment this procurement will be undertaken for the scale of an organisation with approximately 26,000 properties. Procurement for a smaller organisation may prove more expensive.  This cost will be an impact on the HRA where it is directly related to strategic housing functions or where it increases the management fee for the ALMO or unitary charge for the PFI.service provider. Mitigations could include examining the level to which joint purchasing could be used and the potential to use different methods of procurement. Such joint procurement mechanisms if developed would be consistent with Gershon principles.

· Funding of central service costs
There are a number of central service costs paid for by the HRA.  These include payment for functions such as finance and legal services.  At present these payments may come from the ALMO (where it contracts with the council to provide services) and from the HRA.  The level of provision is likely to change following option implementation and will also be impacted by reductions in stock through demolitions or Right to Buy sales.  Local Housing Companies may or may not contract with the council to provide services for a period of time.  Where they do, they will pay a charge to the council corporately for this.  The ALMO will be in a similar position and may choose different contract arrangements to those currently in place.  The PFI is likely to have more limited contract arrangements with the council.  The level of internal recharges within the council may depend on the level of service retained within the council.  Any change in costs will either have to be borne by the HRA or the General Fund, if efficiencies cannot be found to reduce the overall costs to the council. Potential mitigations against these impacts would include the level of contracts which can be agreed with the new organisations and the levels of efficiencies that could be achieved within central services. 

· Funding of ALMO and PFI payments
The HRA will have to make contractual payments in relation to the management fee for the ALMO and unitary payments to the PFI contractor.  These will continue over the medium and long term.  If these payments are not matched by the level of income obtained from the rental for the relevant properties together with Government subsidy, there will be a detrimental impact on the HRA.  Practical experience of PFI schemes to date suggest that additional pressure on the HRA is created as a result of the affordability of the scheme. The additional credit does not meet the unitary charge and the difference does necessarily equate to the contribution from that specific stock. RTB’s are also a consideration as the PFI model does not readily adapt to these stock changes. The consequence is to increase pressure on the HRA. It is vitally important to ensure that these payments can be funded by the HRA over the term of the contract.  If this is not through rental income, then reductions in cost or income from other sources will have to be sought.

· Treasury Management
The total debt attributed to the housing stock will have to be allocated between the HRA and the transfer stock.  The debt allocated to the transfer stock will be treated as ‘overhanging debt’ i.e. the debt cannot be repaid through a capital receipt from the transfer.  This debt will therefore have to be funded by ODPM.  The remaining debt will continue to be serviced by the HRA.  There is guidance on how this allocation of the debt should be made. If debt servicing costs on the HRA increase on a per unit basis the main option for mitigation is to achieve efficiencies in costs elsewhere.

· Warranties and Indemnities
The council will have to provide warranties and/or indemnities to the Local Housing Companies for example in relation to title, environmental issues or pension under funding.  The liability for these may rest with the HRA or General Fund if the risks materialise. There is a risk that the Local Housing Companies may seek compensation from the council in the future where contamination arises or where the council has transferred invalid title to the Local Housing Company and this might not be insurable. However, in reality there is little mitigation against some risks. The only positive is that these liabilities would have existed and been held by the council, whether the transfer took place or not. The transfers or PFI may however crystallise a liability that would not have been required to be addressed otherwise.

· VAT Shelters
As there will be pressure from ODPM on the council to reduce the level of subsidy required to support programme applications, it is likely that the council will need to consider a VAT shelter. This is a mechanism that avoids VAT on the capital works programme. It will impact on the overall council’s VAT reclaim situation. This needs to be considered in detail as the implications of losing the beneficial VAT status under which the council operates would be expensive.

6.3 The general approach to mitigating any of these HRA impacts if they prove negative will be to seek to increase the income available, to reduce the costs borne by the HRA or to undertake a combination of both approaches.  However, the council will be limited in the extent to which any increase in income can be achieved.  This is because the Government’s rent restructuring policy limits the extent to which rent – the biggest contributor to income – can be increased.  As a result increases in income would have to come from non-dwelling rents, capital receipts and income from other sources. However these measures will be limited and therefore much of the mitigation may need to come from cost savings. 

6.4 HRA impacts will be considered in detail pre and post programme application. Ultimately we will have to make a careful balance between:

· The needs of our investment strategy;

· The creation of viable housing organisations;

· The delivery of quality and effective services.

7.    IMPLEMENTATION – PROCESS AND PLAN
8.1 Each individual component part of the Decent Homes Investment Strategy represents a challenge in itself. The complexity of implementing a mixed investment strategy within an 18-month period has no parallel in the UK. It is essential therefore that a comprehensive and effective implementation process is developed and maintained to maximise the certainty of success and manage change with the least disruption to tenants and staff.
8.2 Our lead consultants, Ernst Young, have undertaken a rigorous testing of the process adopted to date and have made a number of recommendations that will lead to improvements in the way we are implementing our investment strategy. These recommendations and the review report itself will be considered by the Change Management Executive Board and Lead Member for Housing. The key recommendations include:

· The streamlining of the change management structure to provide for stronger leadership and focus;

· The involvement of staff at appropriate levels and where able to make decisions;

· A reduction in process administration;

· The appointment of dedicated Project Managers and Project Teams responsible for programme applications and the development of the new organisations;

· The appointment of Project Directors responsible for establishing the new organisations at the appropriate time.

8.3 It is anticipated that most if not all of these recommendations will be adopted with effect from January 2006.

8.4 Each component of the investment strategy will require its own detailed Project Plan reflecting the relevant programme milestones (which vary for each option), the needs of the whole strategy and the requirement to manage change in Salford that maintains existing service provision and improving performance where possible. Individual Project Plans will of course be developed by the proposed Project Managers and monitored by the Options Implementation Group.
8.5  An overarching Implementation Plan confirming the key milestones for the delivery of the overall investment strategy is detailed in Appendix 4.   

9. PERFORMANCE OF NEW PROSPECT HOUSING LTD

9.1 The need to retain a strong focus on improving NPHL performance during the delivery of the Decent Homes Investment Strategy will remain. The planning and establishment of the new housing organisations will require a detailed consideration of the impact on the ability of NPHL to continue its improvement in terms of KPI’s and its organisational culture. The need to maintain robust monitoring arrangements will also continue.

9.2 A number of measures will be undertaken to ensure compliance with these requirements as follows:

· The Change Management process will involve the regular involvement of staff at every level. This will ensure greater certainty for staff and more commitment to the new organisations. They will be involved in the planning and development of the new organisations and any additional professional development will be undertaken in advance of the formal launch of the new organisations;

· Trades Union liaison will take place on a regular basis thereby giving staff further re-assurance and the confidence to focus on immediate service delivery rather than worry about their own or the future of NPHL;

· A commitment to individual opportunity has been given throughout the option appraisal process together with recognition of the need to reward performance in establishing the new organisations.

9.3 The regular monitoring of NPHL by the council will continue through the QPE process, Scrutiny and the monthly monitoring meetings between the senior management teams of the council’s Housing Services and NPHL.

9.4 Effective governance will also be critical during this transitional period. A strong relationship between the Lead Member for Housing and the Chair of NPHL exists and there is regular contact between the two.  Training for existing NPHL Board members enabling them to deal with what is a unique situation for an ALMO will also be planned.
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