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Salford City Council

Housing stock options appraisal – City wide

May 2005 (Draft)

No reliance should be placed on this draft report and it does not constitute our definitive opinions and conclusions at this stage.  These will be contained solely in our final written reports or letters.  Any oral comments made in discussions with you as concerns our reports and letters are not intended to have any greater significance than explanations of matters contained in the final written reports or letters.  We shall not be held responsible for oral advice unless we confirm such advice formally in writing.
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 Introduction

Salford City Council has just completed a City-wide housing option appraisal to ensure achievement of the decent homes standard across all its stock. In developing its option appraisal the City has been sub-divided into eight areas. One of these areas – Pendleton – was brought forward for early appraisal so as to maintain the potential for all options, including the Private Finance Initiative to be considered in light of the timescale for achieving the decent homes standard. That option appraisal concluded that PFI would be a suitable solution for the Pendleton area of central Salford and was submitted to Government Office in March 2005.

The Council’s options appraisal across the city has identified that the Council has insufficient resources to bring its properties up to the Decent Homes standard by 2010. The stock condition survey confirms the extent of non decency in the city and the investment needed not just to meet the Decent Homes standard but to keep council homes in a reasonable state of repair and to maintain a viable HRA. 

The full extent of investment required across the city to the end of 2010 is £279 million to met the Decent Homes Standard and carry out essential repairs. This figure does not include the investment required in non-dwelling HRA assets such as shops and roads nor does it include environmental improvements. There is a significant investment gap between the resources currently available to the HRA and what the Council needs to spend on council owned homes. This gap in capital is in the region of £184 million rising to £257 million to meet the Salford Standard.

Over the past 17 months the Council has been consulting residents across the city on the options available to secure additional investment.  This city wide consultation has included the support of TPAS as Independent Tenant Advisor, and the establishment of a housing options steering group with tenant, leaseholder, Member and officer representation to oversee the process. 

Following the assessment of New Prospect Housing Limited (NPHL), the ALMO currently managing the Council’s housing stock, as 1* with uncertain prospects for improvement and the negotiated withdrawal from round 2 of the ALMO programme in 2003, an approach (‘Fresh start for housing in Salford’) and an option appraisal overarching strategy were developed to consider options on a more local basis.  The starting point for this consideration was intensive consultation, supported by financial analysis, in each of nine consultation areas.

The eight consultation areas are detailed in section 2. At the start of the option appraisal process, there had been a ninth area which was thematic covering all the sheltered accommodation across the city. However since the establishment of this thematic area, a service review of sheltered accommodation has begun and a number of sheltered blocks across the city have been identified for decommissioning. In addition, through the stock option appraisal process coupled with the findings of the service review to date, it has been identified that there is no suitable single solution for the sheltered housing accommodation across the city which will meet the current and future needs of sheltered residents and ensure sustainability.

In order to reflect the findings of both the service review and the options appraisal process and ensure that a flexible approach is maintained to the provision of sheltered housing across the city, the sheltered accommodation (that is not being decommissioned) has been incorporated into the appropriate eight consultation areas and the housing revenue account business plans for each of the areas adjusted accordingly. 

This paper sets out the results of the local options appraisal in the eight consultation areas and considers both local area solutions as well as a city wide solution to maximise future investment in Salford’s housing stock across the city.  

2 Strategic Context

2.1 
Salford

The city of Salford can, broadly speaking, be divided into 2 distinct areas, Central Salford and West Salford. The dense, urbanised core of Central Salford is at the heart of the Greater Manchester conurbation. Within West Salford, in general terms, neighbourhoods are increasingly suburban and some semi rural. 
The Council’s housing stock of approximately 28,491
 homes is managed by an Arms Length Management Organisation - New Prospect Housing Limited (NPHL). NPHL has been awarded 1* with uncertain prospects for improvement and has therefore been unable to access additional funding to invest in the housing stock to bring it up to the Decent Homes Standard by 2010.

Demand is falling by almost 400 applicants per year and the council has estimated that the stock will reduce by 5,000 properties over the next few years. This follows a 10,000 reduction over the last ten years.

2.1.1 The option appraisal overarching strategy

This overarching strategy outlines Salford City Council’s approach to meet sustainable decent homes for all Salford housing stock by 2010.  It sets out how the Council has successfully engaged with tenants in exploring stock options to identify potential investment solutions  

In developing the overarching strategy a number of key factors have been considered, these include:

‘Fresh Start for Housing in Salford’

Launched at the end of 2003 following negotiated withdrawal from the Round 2 ALMO programme ‘Fresh Start’ establishes 3 key principles underpinning both the development of a ‘fit for purpose’ Housing Strategy and the delivery of the housing options appraisal. These principles are: 

· Customer first;

· Maximising choice;

· Achieving excellent housing services and provision.

Since the launch of ‘Fresh Start’ the Council has embarked on a large scale consultation process with tenants and leaseholders. This is discussed in more detail in the next section.

Government rules

In October 2004 the ODPM reconfirmed to all local housing authorities that there are 3 options available for securing the additional resources needed to meet and maintain the Decent Homes standard; ALMO, PFI and transfer. There is no ‘fourth option’. Expressions of Interest will be invited for funding through any of the 3 options during 2005/6 and 2006/7. There are no confirmed resources under any option after 2006/7. There are also limits to the funds available under each option as follows:

· PFI - £1.2billion PFI credits will be available during 2005/7;

· Transfer - £180m gap funding for negative value transfers will be available during 2005/7;

· ALMO – the amounts for Rounds 5 and 6 have yet to be confirmed.

The need for a ‘mixture’ of investment opportunities and solutions 

Given the level of capital investment required, the negative value of the Council’s housing stock and considering the resources available under each investment option no one single option will provide the total resources needed to achieve the Decent Homes target and a sustainable HRA in the mid to long term. Continuing with a single ALMO vehicle is not a viable option - it is unable to provide all of the investment needed. It will be necessary therefore to maximise the investment potential provided by all 3 options. A ‘mixed’ procurement strategy for the final rounds of Decent Homes funding programmes is being finalised with tenants, members and stakeholders.

A ‘mixed’ procurement strategy will result in the production of a succession plan for NPHL, indicating the actions and steps that will need to be taken to manage change effectively and to continue efforts to improve the standard and quality of services to tenants and leaseholders in the short term. It will also require a detailed understanding as to how a greater plurality of service providers will facilitate coherent delivery of city wide strategies, priorities and plans. An important consideration will be the application of ‘Think Customer’ principles and the need to challenge how housing services are delivered across the city.

Housing Strategy

It will be necessary to ensure that the strategic housing objectives are incorporated into the overarching strategy. Retention of the Council’s newly confirmed ‘fit for purpose’ status requires evidence of how our priorities have influenced and shaped other key related strategies and achievement of Decent Homes is one of our five priorities for housing. 

Sustainable Communities and Housing Market Renewal

Clearly, the Council’s plans for housing need to be developed in the wider context of creating and maintaining sustainable communities. The Council’s housing stock forms part of the Manchester Salford Housing Market Renewal Pathfinder and the need to transform the choice and supply of housing in the Central Salford area must be a major consideration in the overarching strategy for council owned homes. 

The council and its partners are developing plans with a number of communities that will ultimately lead to the achievement of Decent Homes through the provision of new homes during the lifetime of the Pathfinder programme. This planned new provision is reflected in the overarching strategy and requires a more sensitive and flexible approach to achieving the Decent Homes target in the city. The overarching strategy also reflects the priorities of the Community Plan developed with partners and the council’s Neighbourhood Renewal Strategy.  
Neighbourhood based approach

The customer focussed and neighbourhood based approach to consultation confirmed in the Tenant Empowerment and Communication Strategy and consistent with a ‘Fresh Start for Housing’ is continuing during the final consultation phase (phase 3) for stock option appraisal across the whole of Salford. Details of the 8 consultation areas are as follows:

· Pendleton

· Little Hulton, Walkden and Worsley

· Swinton and Pendlebury

· Barton, Eccles and Winton

· Cadishead and Irlam

· Ordsall

· Regeneration Area – central Salford

· Regeneration Area – Beech Farm

This approach recognises the diverse and complex needs and aspirations of communities across the city and will ensure tenants, members and stakeholders are able to consider and develop locally sensitive choices. It will also enable a clearer understanding of the links between housing options appraisal and any regeneration plans for an area to be developed.

This need for clarity particularly in the Central Salford area has been a strong message from tenants and members during the initial phases of consultation. 

Phase 3 consultation across the city is now complete and there is a very clear picture emerging from tenants and leaseholders for the preferred option in the different consultation areas. The process of tenant and leaseholder engagement and the outcomes of consultation are discussed in more detail in the next section.

2.2 Housing market renewal and the transformational agenda

The housing market renewal approach in Salford has been developed in recognition of the gap between the regional centre’s performance in terms of competitiveness and productivity compared to other major European cities. Maximising regional prosperity will be achieved by delivering sustainable growth in the economic base of the regional centre. This will only be achieved by creating the conditions that will enable residents to make a logical and aspirational choice to live in Pathfinder areas.

Housing market renewal is key to achieving this. The approach to housing market renewal is based on a clear recognition that the economic health of the city region is inextricably linked to the creation of stable and attractive neighbourhoods offering high quality housing that will retain and attract those people who are fundamental to creating wealth.

There is now a wealth of evidence emerging through the Pathfinder’s various market assessments that whilst the economy at the core of the conurbation is being completely restructured the housing stock within the pathfinder area is not. The housing market has been left behind by the transformation of the economy which, alongside national and economic drivers has fuelled a step change in people’s housing aspirations. In many parts of the pathfinder area, there is very little housing that meets these aspirations. This has resulted in large numbers of economically active residents moving out over recent decades, leaving a disproportionately poor residual population which in turn results in high concentrations of deprivation. 

Some areas are therefore prevented from making their full contribution to the growth of the regional economy. Indeed some pathfinder areas (such as Pendleton), currently undermine the regional centre’s productivity and competitiveness, making disproportionate calls on public services and resources. 

Unless the cycle of decline is broken and the housing market renewed, some areas will continue to hold the regional centre back.

Turning this around will require radical, large scale and informed intervention. In addition to bricks and mortar investment, radical improvements in the quality of public services, transport infrastructure and the physical environment of inner city residential neighbourhoods in Salford are critical. 
2.3 Local Area profiles

2.3.1
Pendleton

The Pendleton area includes 2,771 properties. 18 High Rise Blocks (HRB’s) and 2 sheltered housing schemes are included in this consultation area. The area also has one TMO and one estate has requested a section 16 funded option study. The area has a very low level (3%) of Right to Buy. Pendleton lies in the Housing Market Renewal (HMR) Pathfinder area and will shortly be subject to a comprehensive master planning exercise.

2.3.2
Little Hulton, Walkden & Worsley

This area includes approximately 5,000 properties. No High Rise Blocks (HRB’s) are included in this consultation area. The area has an average level (33.9%) of Right to Buy. The area has no regeneration plans at present.

2.3.3
Swinton & Pendlebury

This area includes 3,500 properties approx. No HRB’s are included in this consultation area. The area has an average level (33.8%) of Right to Buy. The area has no regeneration plans at present. However given the particular investment needs of Beech Farm it is proposed to include this estate in the Regeneration consultation area detailed below;

2.3.4
Barton, Eccles & Winton

This area includes 4,650 properties approx. 9 HRB’s are included in this consultation area. The area has a low level (24.5%) of Right to Buy. The development of regeneration plans for the Liverpool Road corridor has begun;

2.3.5
Cadishead & Irlam

This area includes over 1,650 properties. No HRB’s are included in this consultation area. The area has a high level (40.9%) of Right to Buy. The area has no regeneration plans at present.

2.3.6
Ordsall

This area includes some 1,700 properties. 1 HRB is included in this consultation area. The area has 1 TMO and a low level (11.8%) of Right to Buy. Ordsall lies in the HMR Pathfinder area and is currently subject to a comprehensive master planning exercise.

2.3.7
Central Salford (Regeneration Area)

This consultation area comprises of:

· Broughton;
· Charlestown and Kersal NDC area;
· Weaste, Eccles New Road and Duchy;
· Seedley and Langworthy SRB area;
· Chapel Street and Greengate;
These areas has some 6,700 properties and 16 HRB’s. The area has a low level (14.8%) of Right to Buy. All the areas listed above share similar characteristics in that housing option appraisal must be considered alongside emerging or agreed regeneration plans. In some instances these plans may be developed beyond the final round of Decent Homes funding and it will be necessary to consider what may be a conflicting investment need to meet the 2010 Decent Homes target and the need to replace uneconomic and/or unpopular council owned homes with the need to provide new, modern and affordable homes. Each area has had a bespoke consultation plan to link with proposed or current master planning exercises. 

2.3.8
Beech Farm

Beech Farm estate has some 500 properties and a relatively high (30%) level of right to buy properties. The estate is affected by historic mining settlement and, mainly due to this, there is a relatively high additional investment requirement to meet the decent homes standard. The City Council has been consulting closely with residents to inform them of issues and will work with them to explore future redevelopment opportunities. It is intended to commence a master planning exercise in order to help progress this.

This city wide Option Appraisal recognises the need to ensure that investment in social housing stock must be complementary to and co-align with the wider housing market renewal and regeneration agenda and to ensure maximum value for money for public investment in the housing stock.

3 Tenant and leaseholder involvement and consultation

This structure of this section considers the citywide approach to tenant and leaseholder involvement and then the more specific consultation findings in each local area. This section then considers Tenant Management Organisations (TMOs) and lessons learnt throughout the consultation process.

Details of training events to develop skills among tenants and leaseholders to enable them to make informed decisions are attached at Appendix 8.
The teams supporting the option appraisal process include:

Housing Options Team {HOT} – Membership includes the Councils Partnerships and Planning Team and NPHL Tenants Participation team.

Business Planning team {BPT} – Membership includes the Councils Policy and Resources team, NPHL surveying team and consultancy support.

Housing Options Officers Group {HOOG} - Comprising Councils Officers including the Assistant Director, NPHL Tenant Participation section & the Director of Housing management, the Councils Marketing team and TPAS.

Housing Options Steering Group {HOSG} - Comprising tenants & leaseholder representatives, union representatives, elected members, TPAS and council officers.

3.1 City wide consultation

Since the launch of ‘Fresh Start for Housing’ the Council’s housing options team has undertaken extensive consultation with tenants, leaseholders and residents who have purchased their properties under the Right To Buy (RTB).

This consultation has been structured as follows:

Phase One (City wide) - “Awareness Raising” – Dec 03 – March 04

Phase Two (estate level) – “Sharing Information” – April 04 – November 04

Phase Three – (local area level) - “Results and conclusions” – Jan 05 – April 05

The consultation information sent out to tenants and leaseholders for all three phases is attached at Appendices 11-13.

The following consultation mechanisms were used throughout the consultation phases:

· Dedicated free telephone line

· Dedicated email address & website

· Freepost address

· Loop system for the hard of hearing

· Translation materials for both written materials and verbal communication

· Housing options review booklets 

· Newsletters (Appendix 10) 

· Text reminders

· Post card reminders (Appendix 17)

· leaseholder consultation

· Posters (Appendix 15)

· News articles in local press

3.1.1 Phase One

The first phase of the consultation involved the sharing of information necessary to equip residents with an understanding of the options process, an invitation to get involved in the Housing Options Steering Group (HOSG), the distribution of newsletters (attached at Appendix 10) and the successful establishment of the HOSG to oversee the process. The membership of HOSG comprises 5 tenants, 1 leaseholder, 2 unison reps, 5 elected members, TPAS, council officers & consultants.
The schedule of the phase one meetings which took place is attached at Appendix 1.
A list of HOSG meetings and away days is attached at Appendix 7.

3.1.2 Phase Two


The second phase of the consultation included the sharing of headline financial and stock condition data, the distribution of a housing options review booklet, information on the performance of NPHL and a questionnaire for residents to complete (see Appendices 11-13). 

Agreement was reached with the HOSG to develop detailed and bespoke consultation plans for 8 areas across the City Council housing stock plus a “thematic area” covering all sheltered stock. In effect each individual consultation area is treated as a separate or ‘mini’ housing options appraisal and has received information (during the third phase consultation) enabling detailed consideration of the investment options as they effect the particular issues and priorities for each of the nine areas concerned. The specific consultation findings in respect of each of the areas are summarised later in the section.

The findings of the phase two questionnaire both on a city wide and local area basis are attached at Appendix 19.
The consultation zones were changed to nine local areas in response to feedback from consultation and for the following reasons:

· Reflect central Salford boundary in relation to Manchester/Salford Housing Market renewal pathfinder

· The areas now align with those areas where there is future planned regeneration activity (e.g. Pendleton master planning)

· Easier to feed back at phase three stage

· Little difference between the profiles of those areas that have been combined

· In most cases the nine areas reflect NPHL areas/groups

· Reflect areas/themes where significant investment needed

The overall aim of the second consultation phase was to introduce the information tenants, members and stakeholders needed to consider in the final, business-planning phase of consultation. This information was provided on both a city wide and area basis and included the following:

· The results of the stock condition survey and the investment needs of the whole housing stock;

· NPHL performance information and the results of the Best Value inspection by the Audit Commission earlier this year; 

· Sustainability information and links to any regeneration or housing market renewal proposals; 

· The choices and options themselves; 

· Information relating to the options appraisal process and programme particularly the ‘how’ and ‘when’.

In addition to the production and delivery of an information pack and questionnaire to all tenants, leaseholders and residents, phase two has also involved:

· Newsletters from TPAS and the council;

· Over 30 presentations at key tenant and stakeholder events including all Member briefings, political executives, People’s Forum, Older People’s Forum, TMO’s, leaseholders, Regeneration Board’s and staff;

· 114 ‘drop in’ events and exhibitions including weekend and evening events;

· Creation of a dedicated web site, free phone contact number and e-mail address;

· Home visits where requested and the availability of information on tape, Braille, large print, in a variety of languages and hearing loop system;

· 15 TPAS led ‘Awareness Raising’ events across the city;

· A variety of local media articles and features.

3.1.2.1 Headline Phase 2 city wide feedback 

· 83% of those returning the questionnaire confirmed an understanding of the housing options appraisal

· Whilst most want to see investment within the home, environmental and ‘street scene’ improvements are of equal importance 

· There is no significant opposition to any of the options – the least popular at this stage is transfer to an RSL (26% do not want to consider this option).  The overwhelming majority want more information and have expressed an interest in all the options.

· The schedule of all the meetings that took place throughout phase two is attached at Appendix 2.

· A timetable of drop-in events that took place during phase two is attached at Appendix 3. 

· The timetable of consultation events with sheltered housing tenants is attached at Appendix 5.

· A total of 114 drop in events took place during phase two of the consultation process. In addition to public meetings there were tenants and resident association meetings, surgery days (every week at the same time) and a public meeting for leaseholders.

3.1.3 Phase Three

There were three principal strands to the final phase of consultation: 

· Consulting with local residents on the best option(s) for their area as determined by the Option Appraisal Matrix  (OAM);
· Consideration of any wider investment plans and proposals such as Housing Market Renewal and the Community Plan 
· Bidding for Government funding and approval to implement locally agreed options. 
Every attempt has been made to involve tenants and residents in the development of investment, management and service delivery solutions. As a consequence each consultation area has received:

· 3rd Phase ‘Consultation Packs’;

· Initial 3rd Phase whole neighbourhood, or ‘flagship’ meetings;

· ‘Drop in’ events covering different days and parts of the day;

· Community Committee and area based fora presentations;

· Continued awareness raising events and activities such as stalls on shopping precincts and/or community hubs;

· Media saturation and awareness raising;

· Presentations and ‘working sessions’ with TRA’s, the People’s Forum and area fora;

· Newsletters from TPAS and the council;

· Activities to maximise the involvement of ‘harder to reach’ groups and individuals.

The information in the phase three consultation pack included findings from the questionnaire completed in phase two and the completed matrices identifying possible options at area level. 

This methodology has been finalised and agreed with the HOSG, wider tenant body and elected members. TPAS have had a significant input into the design and content of consultation activities and materials, and each individual consultation area has a bespoke Consultation Plan - Appendix 6 details the schedule of the local area phase three consultation events which ran from through January and April 2005.

The Council is also holding a weekly surgery session at the Civic centre throughout the third phase of consultation where a member of the Housing Options team will be available to talk to residents about the process. The use of a children’s entertainer and prize draws are being used to encourage participation. Sending reminder post cards and text messaging increased questionnaire respondents at the end of phase two and as such this is being adopted in phase three – reminder postcards are generally sent out following the drop in events in each area.

In addition, Council officers telephoned all those residents who hadn’t completed the phase three questionnaire and offered to complete the questionnaire over the telephone or send out a further questionnaire to complete. This process was undertaken during three consecutive Saturdays in April 2005 and the first telephone event resulted in 80 questionnaires being successfully completed over the telephone. In addition, the questionnaire deadline was extended to 23 April 2005 to encourage people to complete the questionnaire and still be eligible to enter the competition to win prizes.  

A copy of a letter sent to all leaseholders during phase three and a TPAS briefing note to leaseholders is attached at Appendix 4.

3.1.3.1 The Option Appraisal Matrices

An option appraisal matrix (OAM) has been developed for Phase three of the consultation, to be used as a means to assess each option against the agreed set of criteria for each area.  The OAM has been developed with the HOSG and TPAS. Environmental, Housing and Planning Scrutiny Committee also considered it on the 15th November 2004. The matrices were agreed at HOSG on 15th December.

The matrix identifies deliverable options set against a range of essential criteria.  The first 4 criteria were agreed as absolutely essential.

Factors taken into account in evaluating the options against the criteria included; national and local policy, relevant legislation, financial appraisal, fit with wider strategic and regeneration needs, long term demand and sustainability, and timing in regard to achieving the DHS.
The matrices for each of the consultation areas across the city are discussed in more detail later in the report.  However it should be noted prior to considering the data below that these matrices enabled the Council to identify which different options were potentially viable in each of the different areas. 

Bespoke area consultation then enabled the Council to identify which of the viable options in each area was the preference of local tenants. Tenants were therefore only asked as part of the third phase consultation to state preferences for options which were viable in their area. These statistical findings are identified below.

3.2 
Pendleton consultation

Phase Two Headline Findings - Pendleton

The headline feedback from the 375 questionnaires that were returned by Pendleton residents (out of 2,953 questionnaires distributed in Pendleton) can be summarised as follows:

· 37% fully understood the Housing Options Review, and a further 48% understanding a little

· 41% were interested in taking part in a focus group

· 45% agreed that if their home was in a good state of repair and well managed, then it didn’t matter who the landlord was, or who provided the housing management service

· 82% wished to have a say in how their housing is managed

· 92% agreed that the quality of their neighbourhood is just as important as the condition of their home

· Only 30% agreed that there was a good choice of housing available in the neighbourhood

In general, phase two feedback for Pendleton has indicated that 45% of tenant and resident would like to consider ALMO and 32% PFI for the area in greater detail. The transfer of Pendleton stock to an RSL was the least popular option among local residents with only 16% indicating that this option should be considered further. 

Phase Three Headline Findings - Pendleton 

Pendleton was the first area to be targeted during phase three and a total of 340 local residents have attended 30 drop in events. 

295 questionnaires have been returned. This is equivalent to a 10% response rate as at 11/04/05 however the mailing of postcard reminders and telephone calls to encourage questionnaire completion continue to be undertaken

22% expressed an interest in joining a focus group to discuss housing options

94% of respondents were Council tenants

The diagrams below demonstrate tenants’ preferences in respect of the 2 viable options for Pendleton

Private Finance Initiative
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The tenants’ preferred option in Pendleton is PFI.

3.3 Little Hulton, Walkden & Worsley consultation

Phase Two Headline Findings – Little Hulton, Walkden & Worsley

5 drop in events were scheduled during the phase 2 consultation in the local area

47 local residents attended drop in events

Phase Three Headline Findings – Little Hulton, Walkden & Worsley

6 drop in events were scheduled during the phase 3 consultation in the local area

49 local residents attended drop in events

322 questionnaires have been returned. This is equivalent to a 4% response rate as at 11/04/05 however the mailing of postcard reminders and telephone calls to encourage questionnaire completion continue to be undertaken

78% respondents expressed a desire for the Council to explore ways to improve local control and accountability in the area

18% expressed an interest in joining a focus group to discuss housing options

86% of respondents were Council tenants

The diagrams below demonstrate tenants’ preferences in respect of the 3 viable options for Little Hulton, Walkden & Worsley

2* ALMO
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Transfer to RSL
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The tenants’ preferred option in Little Hulton, Walkden & Worsley is transfer to LHC

3.4 Swinton & Pendlebury consultation

Phase Two Headline Findings – Swinton & Pendlebury

6 drop in events took place in the local area

12 local residents attended drop in events

Phase Three Headline Findings – Swinton & Pendlebury

8 drop in events took place in the local area

44 local residents attended drop in events

226 questionnaires have been returned. This is equivalent to a 5% response rate as at 11/04/05 however the mailing of postcard reminders and telephone calls to encourage questionnaire completion continue to be undertaken

80% respondents expressed a desire for the Council to explore ways to improve local control and accountability in the area

25% expressed an interest in joining a focus group to discuss housing options

85% of respondents were Council tenants

The diagrams below demonstrate tenants’ preferences in respect of the 3 viable options for Swinton & Pendlebury

2* ALMO
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The tenants’ preferred option in Swinton & Pendlebury is transfer to RSL

3.5 Barton, Eccles & Winton

Phase Two Headline Findings – Barton, Eccles & Winton

8 drop in events took place in the local area

94 local residents attended drop in events 

Phase Three Headline Findings – Barton, Eccles & Winton

5 drop in events took place in the local area

26 local residents attended drop in events

249 questionnaires have been returned. This is equivalent to a 4% response rate as at 11/04/05 however the mailing of postcard reminders and telephone calls to encourage questionnaire completion continue to be undertaken

80% respondents expressed a desire for the Council to explore ways to improve local control and accountability in the area

22% expressed an interest in joining a focus group to discuss housing options

88% of respondents were Council tenants

The diagrams below demonstrate tenants’ preferences in respect of the 3 viable options for Barton, Eccles & Winton

2* ALMO
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The tenants’ preferred option in Barton, Eccles & Winton is transfer to LHC

3.6 Cadishead & Irlam

Phase Two Headline Findings – Cadishead & Irlam

5 drop in events took place in the local area

Phase Three Headline Findings – Cadishead & Irlam

5 drop in events took place in the local area

32 local residents attended the drop in events

121 questionnaires have been returned. This is equivalent to a 4% response rate as at 11/04/05 however the mailing of postcard reminders and telephone calls to encourage questionnaire completion continue to be undertaken

84% respondents expressed a desire for the Council to explore ways to improve local control and accountability in the area

10% expressed an interest in joining a focus group to discuss housing options

88% of respondents were Council tenants

The diagrams below demonstrate tenants’ preferences in respect of the 2 viable options for Cadishead & Irlam

2* ALMO
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The tenants’ preferred option in Cadishead & Irlam is 2* ALMO

3.7 Ordsall

Phase Two Headline Findings – Ordsall

7 drop in events took place in the local area

11 local residents attended drop in events

Phase Three Headline Findings – Ordsall

5 drop in events took place in the local area

31 local residents attended drop in events

88 questionnaires have been returned. This is equivalent to a 5% response rate as at 11/04/05 however the mailing of postcard reminders and telephone calls to encourage questionnaire completion continue to be undertaken

20% expressed an interest in joining a focus group to discuss housing options

89% of respondents were Council tenants

The diagrams below demonstrate tenants’ preferences in respect of the 3 viable options for Ordsall

Private Finance Initiative 
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The tenants’ preferred option in Ordsall is PFI

3.8 Central Salford

Phase Two Headline Findings – Central Salford

31 drop in events took place in the local area

96 local residents attended drop in events and 22 questionnaires were completed at these sessions  

Phase Three Headline Findings – Central Salford

13 drop in events took place in the local area

75 local residents attended drop in events

453 questionnaires have been returned. This is equivalent to a 6% response rate as at 11/04/05 however the mailing of postcard reminders and telephone calls to encourage questionnaire completion continue to be undertaken

84% respondents expressed a desire for the Council to explore ways to improve local control and accountability in the area

22% expressed an interest in joining a focus group to discuss housing options

89% of respondents were Council tenants

The diagram below demonstrates tenants’ preference in respect of the only viable option in Central Salford

2* ALMO
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The tenants’ preferred option in Central Salford is 2* ALMO

3.9 Beech Farm

Phase Two Headline Findings – Beech Farm

2 drop in events took place in the local area

8 residents attended and 4 questionnaires were completed at the sessions

Phase Three Headline Findings – Beech Farm

3 drop in events took place in the local area

23 residents attended the events

45 questionnaires have been returned. This is equivalent to a 7% response rate as at 11/04/05 however the mailing of postcard reminders and telephone calls to encourage questionnaire completion continue to be undertaken

86% respondents expressed a desire for the Council to explore ways to improve local control and accountability in the area

20% expressed an interest in joining a focus group to discuss housing options

87% of respondents were Council tenants

The diagram below demonstrates tenants’ preference in respect of the only viable option in Beech Farm

2* ALMO

[image: image18.emf]11%

27%

0%

4%

58%

Yes

No

Not Sure

Not an option for this area

No Reply


The tenants’ preferred option in Beech Farm is 2* ALMO

3.10 TMOs

Particular consideration has also been given to the city’s TMOs including the exploration with management boards of different and innovative ways of securing tenant involvement and participation in the management and governance arrangements offered through each investment option. A continuing commitment to tenant self management is a key aspect of the Council’s option appraisal overarching strategy and the Council continues to involve TMOs in seeking the most appropriate way forward for the management boards concerned.

Tenants need to be clear about the implications of all of the options including what the options are if they are taken out of a PFI as well as the possibilities within it. The Council is currently drawing up this information that can be discussed firstly with the Board and then with tenants generally.
The Council recognises that it will be difficult, though not impossible, for the TMO to be included in the option of PFI and retain its current status. The Council intends to talk through with the TMO what it would mean to remain in a PFI. 

If the TMO ceases to have a management agreement with the council, the role of the tenants would be more of an advisory/consultative nature. This could be laid out in a formal but not legally binding tenants compact. In addition, the Council has engaged a consultant specifically to ensure effective liaison with and involvement of TMOs throughout the housing options process. The list of TMO specific meetings/involvement is attached at Appendix 23. The next meeting is scheduled to take place in April 05.
3.11 
Responding to feedback & lessons learnt

It is worth noting the changes that were made to the consultation process as a result of feedback and the Council responding proactively to emergent trends. 

As a result of findings from phase one and two the Council decided to rearrange the scheduling of drop in sessions to focus on those times which appeared to be the most popular among residents – this resulted in reducing the number of morning drop in sessions in all areas except Pendleton as this timeslot appeared unpopular in all areas except Pendleton.

A number of lessons have been gained from the phase two consultation. They include the type and location of activities and events, the type, form and content of written information, the number of consultation areas and the need to develop bespoke consultation activities with local TRA’s and community groups. These lessons have been considered with the HOSG and TPAS and influenced the planning of the final consultation phase.

In addition, in order to ensure the timely mailing of publicity and newsletters, it was agreed by HOSG that an editorial group be set up consisting of the Independent Tenants Advisor (ITA), 2 members of HOSG and a Council officer in order to streamline the process and approve publicity without delay prior to sending.

4 Engaging Members, officers and other stakeholders

4.1 Member Engagement


Elected Members have been, and will continue to be involved in a number of different ways such as:

·  Regular reports to the council’s Environmental, Housing and Planning Scrutiny Committee;

· Special ‘All Members’ briefings on the process and feedback to date;

· Presentations to area based political executives;

· Progress reports to the Lead Member for Housing;

· Progress reports to Cabinet.

In addition to the above, 5 Councillors are members of the Housing Options Steering Group and all Councillors have been sent copies of materials produced throughout the process.

Cabinet considered a report on 24th November 2004 and the following recommendations were approved–

· That Cabinet notes progress to date in delivering the housing options appraisal programme;

· That Cabinet considers the feedback from the initial consultation phases;

In addition, at a meeting of the Regeneration Initiatives Cabinet Working Group on 21 February 2005, Members received a presentation on PFI and the group was advised that a PFI Expression of Interest (EoI) had been submitted. It was agreed that the outcome of the EoI be reported back to the group demonstrating political commitment to the outcome. The minutes of this meeting are attached at Appendix 25.     

4.2 Officer engagement

All information in relation to the option appraisal process is available on the intranet and internet including information sent out at an area level, newsletters etc. In addition staff are sent progress update emails on a regular basis.

Staff were sent a questionnaire in November 2004. There was a good response from the majority of staff across the NPHL structure. In particular, there was a 92% response rate from the NPHL head office indicating that employees were aware that the Housing options review was taking place.

Following the questionnaire, meetings took place with NPHL area based office staff.

An option appraisal briefing has also taken place with the Housing Market Renewal team.

A schedule of staff involvement and training is attached at Appendix 22.

4.3 Other Stakeholders

Other key stakeholders such as the Local Strategic Partnership (Partners in Salford), the Salford Housing Partnership, Registered Social Landlords (RSL’s) and others have been updated on the options appraisal throughout the process and will have an opportunity to consider and help shape the recommendations emerging from the final phase of consultation prior to the formal adoption of an investment strategy.

5 Communication and Tenant Empowerment strategy

The Communication and tenant empowerment strategy was developed in consultation with tenant representatives, officers both from the Council and NPHL, elected members, key stakeholders and the Community Housing Task Force. In order to establish the best methods of communication and reach the widest possible audience for residents in the city, good practice contained within the Tenant Compact was adopted within the strategy to ensure consistency.
The communication and tenant empowerment strategy aims to:

· Identify the aims and objectives of the housing options process

· Establish the basic principles and messages of the consultation

· Identify how communication with all stakeholders and the media will be managed effectively

· Establish the processes of tenant empowerment and influence

· Confirm that tenants are at the heart of decision making

· Confirm the consultation and communication plan including key milestones 

The Communication and tenant empowerment strategy is attached at Appendix 9.

One of the communication strategic objectives is the ITA’s validation of adherence to the principles of the strategy throughout the consultation process. Attached at Appendix 26 is the ITA’s independent report in respect of the communication, consultation and tenant involvement throughout the process at all consultation areas across the city. 

The structures needed to manage and support the conclusion of the housing options appraisal process are in place. These building blocks are consistent with the Tenant Empowerment and Communication Strategy and include:

· The Housing Options Steering Group (HOSG) to monitor and guide the process. The HOSG will make recommendations to council at the end of the final consultation phase;

· The Housing Options Team (HOT) to deliver the area based consultation plans and support the process generally;

· The Housing Options Officer Group (HOOG) comprising of officers from both the council and NPHL ensuring co-ordination between the two organisations and support for the HOSG;

· The Business Planning Team (BPT) providing technical support and advice;

· The appointment of TPAS as the Independent Tenant Advisor (ITA) to support and advise tenants throughout the process.

· Consultancy support from PricewaterhouseCoopers and Graham Moody associates.

6 Stock condition

6.1 City-wide

The Council’s housing stock survey was commissioned from FPD Savills in Autumn 2003, building on earlier survey work undertaken by both FPD Savills and the NPHL in-house team.   The final report was issued in February 2004.  Since then some further investigations have been undertaken into structural problems with our High Rise Blocks (HRB’s) and costs dealing with estate/block remodelling and sheltered accommodation remodelling.  These results have now been incorporated into the figures set out below.  

The aim of the survey was to obtain accurate condition information in order to inform a number of current activities:

· The Housing Options Appraisal;

· Monitoring progress in meeting the Decent Homes Standard; 

· Developing a “fit for purpose” HRA Business Plan;  

· Targeting the Council’s Housing Investment Programme resources;

· To provide a sound basis for developing and maintaining a whole stock condition database to support the development of the HRA asset management strategy.

In total some 17% of the Council’s housing has been sampled, with the sample drawn from the various property types (known as Archetypes) in order to improve accuracy.  The 2003 survey involved 1,700 homes being surveyed and the sample was targeted so that accurate conclusions could be drawn on a small area/ estate basis.  Analysed on a Management Area/ Archetype the minimum sample achieved was 12%, but with the great majority of such combinations having sample sizes of 15% or more.  This level of sampling provides accurate data for investment planning and for the Options Appraisal consultation areas.  

Following good practice guidelines, the survey classified work into the following categories, and projected the cost of works over a 30-year period:

· Catch-up repairs: needed to put the building elements into a good state of repair at the time of the survey;

· Future major repairs: major refurbishment or renewal of building elements that have reached the end of their economic life;

· Improvements: the installation or major upgrading of building elements or facilities, e.g. full home central heating replacing partial, first time entry phone installation, installation of double glazing where existing single glazing is not life-expired.  We have examined the improvements included in the survey against the Decent Homes Standard and have made a preliminary assessment to identify those needed for the Standard and those in excess of it.  

· Related assets: covering maintenance of garages, shops, offices, unadopted roads and paths, play areas, district boiler houses and stores.  

· Contingent major repairs: an allowance to cover unforeseen works such as repairs/ renewals to retaining walls or drain renewals;  

· Response, void and cyclical work: covering routine response repairs, work to vacant properties between lettings and cyclical servicing or decorations.  The cost of these works is generally met from revenue rather than capital budgets, and budget information has been reviewed by FPD Savills to remove capital items, which are already covered in the catch-up and future major repairs categories. 

The survey also measured the extent to which the Council’s homes fell short of the government’s Decent Homes Standard at the time of the survey and in the run up to the deadline of 2010, allowing for the decay of the building elements concerned.  

6.2 Stock Condition Key Results

The survey report concluded that although the Council’s properties had been reasonably well maintained within available resources, major capital investment has been lacking.  Consequently, a significant number of major components either have reached or are near to reaching the end of their economic life and will require replacement in the short term.

The survey covered 28,491 Council dwellings (excluding stock earmarked for demolition) and the total forecast expenditure to improve and maintain the stock to the Salford Standard over 30-years is some £1.601 billion.  This equates to £56,203 per dwelling or £1,873 per dwelling per annum. 

Of this total some £1.017 billion is required for capital resources, with the balance£0.585 billion from revenue.  

These costs are at November 2003 prices, include building works and contract preliminaries, but exclude professional fees, management costs and VAT.  We would expect professional fees and management costs to add a further 10% to the major works and cyclical costs, while we have included the cost of supervision and administration of response and void works in housing management budgets.  

The breakdown of major elemental costs is shown in the table below:

Table: Projected Costs in £ millions 2003.04 prices

[image: image19.emf]Element Cost 1 - 5 Cost 6 - 10 Cost 11 - 15 Cost 16 - 20 Cost 21 - 25 Cost 26 - 30 Totals

Catch up and Future Major Works

£157,878,025 £141,707,826 £117,484,568 £112,343,206 £107,503,713 £139,630,718

£776,548,057

Decent Homes related Improvements

£49,338,208 £703,680 £6,148,150 £1,953,689 £6,161,230 £1,632,881

£65,937,837

Other Improvements

£19,312,926 £0 £512,040 £4,556,495 £47,216 £49,877

£24,478,554

Response and Void  £60,013,235 £56,499,150 £56,499,150 £56,499,150 £56,499,150 £56,499,150 £342,508,985

Cyclical £40,365,788 £40,365,788 £40,365,788 £40,365,788 £40,365,788 £40,365,788 £242,194,730

Contingency £2,571,082 £2,571,082 £2,571,082 £2,571,082 £2,571,082 £2,571,082 £15,426,493

Exceptional Extensive Works £35,932,133 £0 £0 £0 £0 £0 £35,932,133

Estate Remodelling £25,942,127 £0 £538,237 £2,200,213 £538,237 £538,237 £29,757,052

Sheltered Scheme Conversions £2,659,600 £0 £0 £0 £0 £0 £2,659,600

Aids and Adaptations £4,933,165 £4,933,165 £4,933,165 £4,933,165 £4,933,165 £4,933,165 £29,598,989

Related Assets £6,041,474 £6,041,474 £6,041,474 £6,041,474 £6,041,474 £6,041,474 £36,248,842

Grand Total £404,987,764 £252,822,165 £235,093,654 £231,464,263 £224,661,055 £252,262,372 £1,601,291,272

Total per annum £80,997,553 £50,564,433 £47,018,731 £46,292,853 £44,932,211 £50,452,474 £53,376,376

Salford City Council - WHOLE STOCK TOTAL


6.3 The Decent Homes Standard

On the basis of the stock survey FPD Savills estimated that 69% of the Council’s housing stock currently fails the Decent Homes Standard (DHS).  FPD Savills has assessed the cost of addressing the works required to remedy failure against the DHS up to 2010 at £44 million. However this figure ignores the need to repair or replace elements that reach the end of their useful life but where this does not directly impact upon the DHS definition.

If the investment needed in these elements is not available, associated repairs will escalate and fall upon limited revenue budgets within the HRA, producing an unsustainable position.  It follows that to maintain services and the viability of the HRA these works must also be attended to.  

Taking this into account, the full extent of investment needed in the dwelling stock to achieve and maintain the DHS and to keep the building elements in a good state of repair involves an estimated total of £279 million
 to the end of 2010, including fees and management costs. 

6.4 The Salford Standard

As a part of the consultation with residents, a Salford Standard for investment has been agreed.  It is similar in many ways to the full investment requirements identified by FPD Savills including their improvements in excess of the DHS, but does not include preferred environmental improvements.  Environmental works have now been assessed on an estate by estate basis following additional survey work. These are indicative at this stage and are primarily reflected in the development and costing of the Salford. In addition, work to develop a modern sheltered standard has been incorporated into the appraisal following initial assessment of each sheltered scheme and its long term sustainability. Only schemes that are considered to have a long term sustainable life following investment have been included in the cost estimates.

The Salford Standard endorsed formally by tenants in December 2004 aims to provide improvements over and above the Decent Homes standard.
The full extent of investment needed in the dwelling stock to achieve and maintain the Salford Standard and to keep the building elements in a good state of repair involves an estimated total of £352 million1  to the end of 2010, including fees and management costs. 

A breakdown of Salford Standard elements is shown below:

	6.4.1 SALFORD STANDARD

	
	
	Decent Homes Standard
	Additional Home Improvements

	A.
	Security improvements 
	None
	- intruder alarm

- panic buttons/warden call systems (for sheltered dwellings only)

- external sensor lights

- smoke detectors

- access systems to flats, doors and landings or TV cameras

- security doors/ high energy efficient multi locks

	B.
	Kitchen modernisation 
	- fittings in good and useable condition

- equipped with modern facilities

- adequate space and safe working layout

- sufficient worktop space in the kitchen
	- sufficient number of power sockets (as per building regulations)

- adequate storage (where possible)

- extractor fans

	C.
	Bathroom modernisation 
	- fittings in good and useable condition

- equipped with modern facilities
	- 3-bedroom homes or larger fitted with second WC for new build properties

- additional fixtures/fittings in bathroom (including  provision of disabled aids and adaptations)

- extractor fans

	D.
	Sound/noise insulation 
	- minimum loft insulation
	- minimum cavity insulation

	E.
	Central heating insulation 
	- whole house central heating

- air vents

- room thermostats
	- radiator thermostats



	F.
	Front/back door improvements 
	- free from serious disrepair
	- usable letter box

- draught excluders- door chain

- locks – yale, 5 lever mortice,    

  deadbolts

- handles

- painted/treated

- spyhole

	G.
	Window improvements 
	- permitting adequate ventilation

- free from serious disrepair
	- double glazed

- secure window locks

- safe open

	H.
	Electrical improvements 
	- safe wiring throughout
	- sufficient single and double socket outlets per room 

- individual trip switches for each room and electrical goods

- carbon monoxide detectors

	I.
	Heating insulation improvements 
	- minimum loft insulation
	- lagging around tank

- minimum cavity wall insulation

- draught excluders

	J.
	Structural improvements 
	- free from substantial disrepair
	


	6.4.2 SALFORD STANDARD - ENVIRONMENTAL

	
	
	Decent Homes Standard
	Additional neighbourhood improvements

	K.
	More secure parking facilities 
	None
	- adequate safe car parking for residents and visitors where possible

	L.
	Improved maintenance of highways and footpaths 
	None
	- good condition highways and footpaths

	M.
	More street lighting and safety measures 
	None
	- good quality street lighting



	N.
	Maintenance of boundaries (fencing, gates) 
	None
	- secure boundary

- lawn (where possible)

- shed (where possible)


6.5 A Sheltered Standard

As part of the review of sheltered accommodation a “Sheltered Standard” has been developed.

This assessment flows from work undertaken by independent consultants to evaluate sheltered accommodation in Salford compared to nationally agreed standards for improvement to modern day standards. A sheltered accommodation standard including the following elements was then agreed and applied to each sheltered scheme within the Council’s ownership:

· Conversion of bedsits to 2 bed flats

· Wet Rooms and appropriate height toilets

· Kitchens with adjustable worktops

· Low surface temperature radiators

· Thermostatically controlled hot water

· Lever taps

· Lifts available for all units above ground floor level

· Buggy/scooter parking and recharging

· Hearing loop system

· Platform for developing assistive technology

· Handrails to corridors and stairs

· Corridors free of steps

· Canopy outside all external doors

· Access ramp to building where no level access available

· Adequate external paths

Note: The costs produced from the remodelling assessment are in addition to the Salford Standard or Decent Homes Standard costs as derived from the main stock condition survey.

Stock Condition by Consultation Area

The table below shows the stock condition costs broken down for each of the nine consultation areas included in the Phase 3 consultation. The Beech Farm estate has been separated from the remainder of the Swinton area due to its special requirements and likely need for major redevelopment.
Table: Projected Costs by Consultation Area
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Pendleton £61,366,323 £30,506,049 £27,767,852 £24,842,956 £27,223,255 £33,943,973 £205,650,407

Ordsall £21,541,569 £12,912,590 £14,289,958 £16,136,860 £14,602,878 £14,858,404 £94,342,259

Central Salford £102,591,045 £55,160,943 £53,663,739 £55,997,345 £55,607,508 £63,857,028 £386,877,607

Eccles £72,546,044 £45,151,760 £41,132,280 £41,456,917 £39,750,829 £46,898,247 £286,936,078

Irlam & Cadishead £25,455,162 £20,041,812 £15,442,757 £15,081,081 £14,236,496 £17,743,055 £108,000,363

Little Hulton £61,959,583 £56,244,487 £51,692,633 £48,100,956 £43,720,139 £45,985,183 £307,702,982

Swinton & Pendlebury £43,389,015 £28,021,032 £26,413,053 £25,427,384 £25,237,836 £24,581,602 £173,069,921

Beechfarm £16,139,023 £4,783,491 £4,691,381 £4,420,764 £4,282,115 £4,394,880 £38,711,654

Grand Total £404,987,764 £252,822,165 £235,093,654 £231,464,263 £224,661,055 £252,262,372 £1,601,291,272

Total per annum £80,997,553 £50,564,433 £47,018,731 £46,292,853 £44,932,211 £50,452,474 £53,376,376

All costs are exclusive of Professional Fees, VAT, management and administration costs and are based on today's prices. Costs are inclusive of preliminaries.

Salford City Council - WHOLE STOCK TOTAL by Consultation Area


The above table includes both capital and revenue related elements required to meet the Salford Standard.
6.6 Capital works

An analysis of the rate of decent homes failure (current non-decent), stock condition elements relating to capital expenditure over a five year period to 2010 and over a thirty year period shows the following distribution between the consultation areas:
Table: Projected total capital expenditure by consultation area

[image: image21.emf]DHS

DHS Salford Standard  DHS Salford Standard

Area Stock

Current Failure

Investment Investment Investment Investment

Pendleton 2,808 73% £36,965,890 £50,632,395 £77,499,370 £143,532,564

Ordsall 1,726 83% £12,773,856 £15,070,700 £37,688,666 £56,941,000

Central Salford 6,868 71% £68,502,234 £77,165,040 £167,641,814 £239,434,857

Eccles 5,293 65% £44,674,866 £55,606,048 £121,079,321 £186,046,852

Irlam & Cadishead 2,059 68% £16,297,567 £19,091,986 £46,019,232 £69,821,308

Little Hulton 5,911 62% £32,957,956 £41,104,687 £118,283,241 £187,450,179

Swinton & Pendlebury 3,301 71% £27,747,663 £31,685,384 £75,397,598 £105,535,158

Beechfarm 525 95% £13,713,522 £14,252,500 £21,374,897 £27,825,640

Grand Total 28,491 69% £253,633,553 £304,608,740 £664,984,138 £1,016,587,557

Investment per unit £8,902 £10,691 £23,340 £35,681

Total Investment per annum £50,726,711 £60,921,748 £22,166,138 £33,886,252

All costs are exclusive of Professional Fees, VAT, management and administration costs and are based on today's prices. Costs are inclusive of preliminaries.

Salford City Council - WHOLE STOCK TOTAL by Consultation Area

Capital Investment

To 2010

Capital Investment

Over 30 years


The above table indicates a range of current non decency from 95% at Beechfarm to 62% in Little Hulton.

Average unit expenditure for each area is indicated in the table below:

Table: Projected capital expenditure per unit by consultation area
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Pendleton 2,808 73% £13,164 £18,031 £27,599 £51,116

Ordsall 1,726 83% £7,401 £8,732 £21,836 £32,990

Central Salford 6,868 71% £9,974 £11,235 £24,409 £34,862

Eccles 5,293 65% £8,440 £10,506 £22,875 £35,150

Irlam & Cadishead 2,059 68% £7,915 £9,272 £22,350 £33,910

Little Hulton 5,911 62% £5,576 £6,954 £20,011 £31,712

Swinton & Pendlebury 3,301 71% £8,406 £9,599 £22,841 £31,971

Beechfarm 525 95% £26,121 £27,148 £40,714 £53,001

Grand Total 28,491 69%

Investment per unit £10,875 £12,685 £25,329 £38,089

All costs are exclusive of Professional Fees, VAT, management and administration costs and are based on today's prices. Costs are inclusive of preliminaries.

Salford City Council - WHOLE STOCK TOTAL by Consultation Area

Capital Investment

Capital Investment

To 2010

Over 30 years


Unit costs to reach the DHS range from £5,576 per unit in Little Hulton to £26,121 in Beechfarm
. 

A full breakdown of elemental stock condition expenditure for each area is provided at Appendix X.
7 Analysis of demand

7.1 City-wide housing market assessment

An analysis of housing need and demand across the whole borough is set out in our overarching strategy.  Any assessment of demand in Salford must take account of the wider sub-regional context within which Salford’s diverse housing markets operate.

Changing social, demographic and economic trends have brought about significant structural changes within the housing markets in Salford. As such, it is of utmost importance that we have a good understanding of what is driving these market changes and then use this information in order to manage and anticipate the housing markets in the future. Our understanding of housing markets in the city has shaped our priorities, helped us to assess options and determine our plans and actions.

We have undertaken considerable work over the last few years to develop our understanding of the housing market and have completed a full housing market assessment document ‘Understanding Change – Housing Markets In Salford’ (for further details refer to section 6 of our overarching strategy, for an abstract of the Understanding Change document).  

In brief we have found that there is evidence that the housing market is becoming increasingly dynamic, with fundamental changes over the last 12 months including: 

	· Empty homes and turnover have reduced (although still significantly above the national average);

	· House prices have increased in every ward (although these are lower than regional or national averages);

	· There has been an increase of 79% in residential development between 2002-2004

	· Falling population and growth in numbers of households;

	· It appears that the cost of ownership is becoming increasingly unaffordable for the average household in Salford;

	· Residents are concerned with the actual and perceived problems of crime and anti-social behaviour;

	· There is a mismatch between the homes that people have, the homes that people want and the homes that are available – a wrong supply;

	· The age and obsolescence of much pre 1919 stock is causing problems for homeowners and remains unpopular

	· The huge investment needs of our total housing stock


7.2 Pendleton

Future demand for housing in Pendleton has to be seen in the wider strategic context of Housing Market Renewal, Pendleton being a key strategic location within the Pathfinder. 

There was a significant programme of comprehensive redevelopment within the Pendleton area during 1960s and 1970s, and almost all of the remaining buildings are less than forty years old.  ‘The Precinct’, the focal point of the area, was the most densely populated part of the Central Salford and is still characterised by, predominately, local authority owned high-rise and medium-rise blocks and council housing estates. 

In terms of the standard of the comprehensive redevelopment, it was in retrospect amongst the worst in the UK. The experimental construction techniques and the design principles used, together with the relative speed with which the built form failed, left the city council with a legacy of disconnected interventions throughout the 1980s and 1990s. These intermittent strands have included pockets of; stock rationalisation, environmental and security improvements, greater tenant involvement including aspects of self-management, stock disposal to RSL plus ‘infill’ new build for rent, and stock disposal for the residential student market.

A masterplanning initiative ‘A Bright Future for Pendleton’ is currently in train as described in Section 2. This project encapsulates a wider area than the Option Appraisal focus. Any decent homes option must not only be a key component of the investment strategy for council owned homes but must also co-align and mesh with the wider regeneration activity. This masterplanning process will drive, guide thinking and add value to existing and proposed initiatives by actively promoting the area. It will facilitate high quality, sustainable environment with a functional range of housing and mixed-use developments (see Strategic Context section for further detail).

Housing Register Data

Despite the legacy of poor design and monolithic tenure the headline housing register data suggests that there is healthy demand for most of the properties in the Pendleton area, in particular for one and two bed accommodation.  Nearly half of the people on the waiting and transfer list for this area are requesting low rise dwellings, of which 41% are requesting one bed accommodation and 56% two bed.  Approximately 30% of people on the waiting and transfer list are requesting a house, with over 50% of these wanting two bed accommodation. 

The City’s asset management programme has the capability to interrogate data on length of tenancies (table 7.2.1) and report on outline age profiles for each estate (table 7.2.2).  We have found that within Pendleton approximately 50% of tenants have been in their property for over 5 years, with 60% of these for more than 10 years. This demonstrates both the popularity of the area and that the environment is fairly stable. The table also highlights that there is a transient nature for tenancies between 0 – 2 years.  This is perhaps due to, but not explicit, people requiring an alternative property type (e.g. family accommodation), moving to owner-occupation or lack of real choice in the local housing market.

Table 7.2.1





Table 7.2.2

	Current Length of Tenancies 

(as at January 2005)
	
	Current Age Bands of Residents Occupying the Properties (as at January 2005)

	Less than 6 months
	215
	
	Under 21
	130

	6 – 12 months
	187
	
	21 – 30
	378

	1 – 2 years
	394
	
	31 – 40
	608

	2 – 5 years
	566
	
	41 – 50
	447

	5 – 10 years
	537
	
	51 – 60
	391

	10 years +
	789
	
	61 +
	790

	Total
	2688
	
	Total
	2744


(This figure slightly differs to the stock total due to current voids)
(This figure will slightly differ to the stock total due to people who have a joint or 3-way tenancy)

Table 7.2.2 highlights that within the Pendleton area our information suggests that there is a reasonably mixed demographic population.  However, it is important to consider that area has a high proportion of residents over 61, at approximately 30% of the total population, and 5% under. 

It is the nature of many similar pathfinder neighbourhoods that are dominated by monolithic social housing that long term demand for the existing social housing product may become unsustainable without the radical transformation that will turn the Pendleton area into a neighbourhood of choice for a wider cross section of potential residents that makes up the known pool of latent demand throughout the sub-region, particularly given Pendleton’s locational advantage adjacent to the regional centre.

7.3 Little Hulton, Walkden & Worsley

The area is made up of many property types, ranging from 1-bed accommodation to 4-bed family accommodation.  The majority of the housing stock falls with in the Little Hulton area, where major re-development was commissioned during the 1950’s and 1960’s.  Little Hulton has had major investment to its properties over recent years that include SRB environmental improvement funding.  The Walkden and Worsley area has seen some investment over recent years but not to the scale of other parts of area or indeed the city.  

Housing Register Data

The headline housing register suggests that there is a strong and healthy demand for properties in the area.  Walkden and Worsley show the strongest demand with all accommodation with a strong demand.

The level of Right-To-Buy in the area is relatively high with nearly a 1/3 of the stock is sold under the scheme.  The highest level can be found in the Worsley area with over 60% being sold.

Information available from the City’s asset management programme shows data on length of tenancies (table 7.3.1) and report on outline age profiles for each estate (table 7.3.2).  

Table 7.3.1





Table 7.3.2

	Current Length of Tenancies 

(as at January 2005)
	
	Current Age Bands of Residents Occupying the Properties (as at January 2005)

	Less than 6 months
	360
	
	Under 21
	212

	6 – 12 months
	341
	
	21 – 30
	694

	1 – 2 years
	596
	
	31 – 40
	1015

	2 – 5 years
	1001
	
	41 – 50
	804

	5 – 10 years
	836
	
	51 – 60
	687

	10 years +
	1800
	
	61 +
	1581

	Total
	4934
	
	Total
	4993


(This figure slightly differs to the stock total due to current voids)
(This figure will slightly differ to the stock total due to people who have a joint or 3-way tenancy)

7.4 Swinton & Pendlebury

The area is an attractive and suburban part of Salford and has all ranges of housing stock from 4-bed family accommodation to 1 bed single persons accommodation.  The biggest estates fall within the Pendlebury area, with over 1000 properties on each estate built in the 1950’s.  Many of the estates still require environmental improvements due to the poor road layouts, and lack of investment to the externals of the properties compared to other parts of the city.  The area on average compared to the rest of the city is the most requested by customers, due to it’s location, stock spectrum and local amenities. 

Housing Register Data

The headline housing register data suggests that there is a healthy demand for properties, particular for two and three-bedded accommodation.  

The level of Right-to-buy within the area is relatively high compared to the other areas of the city.  It is currently running at 37% of stock being sold in the Pendlebury and Swinton area.  

Information available from the City’s asset management programme shows data on length of tenancies (table 7.4.1) and report on outline age profiles for each estate (table 7.4.2).  

We have found that in Pendlebury & Swinton approximately 55% of tenants have been in their property for over 5 years.  This suggests that the area is one of the most stable communities within the city.

Table 7.4.1





Table 7.4.2

	Current Length of Tenancies 

(as at January 2005)
	
	Current Age Bands of Residents Occupying the Properties (as at January 2005)

	Less than 6 months
	202
	
	Under 21
	136

	6 – 12 months
	171
	
	21 – 30
	437

	1 – 2 years
	394
	
	31 – 40
	733

	2 – 5 years
	773
	
	41 – 50
	562

	5 – 10 years
	639
	
	51 – 60
	489

	10 years +
	1232
	
	61 +
	1101

	Total
	3411
	
	Total
	3458


(This figure slightly differs to the stock total due to current voids)
(This figure will slightly differ to the stock total due to people who have a joint or 3-way tenancy)

7.5 Barton, Eccles & Winton

The area is made up of mixed housing type, including High-rise accommodation and large family accommodation.  There are large estates within this area, especially within the Winton ward.  The area is part of west Salford and is currently made up of residential suburbs, it also boarders the Central Salford area.  The area has received development in the 1960’s with a number of high-rise dwellings being erected.  They still remain popular to date, but have received little or no funding compared to the other high-rise blocks in the rest of the city. 

Housing Register Data

The headline housing register data suggests that that is a healthy demand for all properties within the Eccles, Winton and Barton area across all stock types.  Flat accommodation would seem to be the most requested from the asset management program.

The Right-To-Buy activity within the area is relatively low compared to the rest of the city.  Currently running at around 4%.

Information available from the City’s asset management programme shows data on length of tenancies (table 7.5.1) and report on outline age profiles for each estate (table 7.5.2).  

Table 7.5.1





Table 7.5.2

	Current Length of Tenancies 

(as at January 2005)
	
	Current Age Bands of Residents Occupying the Properties (as at January 2005)

	Less than 6 months
	308
	
	Under 21
	208

	6 – 12 months
	310
	
	21 – 30
	570

	1 – 2 years
	541
	
	31 – 40
	891

	2 – 5 years
	1015
	
	41 – 50
	773

	5 – 10 years
	912
	
	51 – 60
	764

	10 years +
	1502
	
	61 +
	1437

	Total
	4588
	
	Total
	4643


(This figure slightly differs to the stock total due to current voids)
(This figure will slightly differ to the stock total due to people who have a joint or 3-way tenancy)

7.6 Cadishead & Irlam

The area is an attractive and suburban part of West Salford.  It has all property types ranging from 1-bed flats to 4 bed family houses.  The area is mainly family houses and is currently experience problems with single persons accommodation.  There are no pockets of low demand in the area, with only one estate classed as ‘flexible lettings’.  Environmental Improvements have not been carried out to the extent that they have been done in other parts of the city, which can be seen on some of the estates in the area.   

Housing Register Data

The headline housing register suggests that there is a healthy demand for all properties within the area, and many properties are not refused after there 1st offer.  

The level of Right-To-Buy within the area is one of the highest in the city with nearly 40% of the stock already been sold with many more applications in progress.  Applications in progress are currently running at 8% of the total stock.

Information available from the City’s asset management programme shows data on length of tenancies (table 7.6.1) and report on outline age profiles for each estate (table 7.6.2).  

Table 7.6.1





Table 7.6.2

	Current Length of Tenancies 

(as at January 2005)
	
	Current Age Bands of Residents Occupying the Properties (as at January 2005)

	Less than 6 months
	77
	
	Under 21
	51

	6 – 12 months
	72
	
	21 – 30
	244

	1 – 2 years
	166
	
	31 – 40
	380

	2 – 5 years
	367
	
	41 – 50
	300

	5 – 10 years
	331
	
	51 – 60
	217

	10 years +
	702
	
	61 +
	545

	Total
	1715
	
	Total
	1737


(This figure slightly differs to the stock total due to current voids)
(This figure will slightly differ to the stock total due to people who have a joint or 3-way tenancy)

7.7 Ordsall

The Ordsall area has a range of property types from 1-bed accommodation to 4-bed family accommodation.  There is a range of building types within the area.  The majority of these are from comprehensive re-development in the 1960’s and 1970’s from massive slum clearance by Salford city council.  Due to the experimental construction type of ‘no fines’ concrete and the speed in which they were built, major improvements were carried out to many of the properties during the 1980’s and early 1990’s.  This also included environmental improvements to hopefully sustain and make the area more attractive.  To date there remains 1 high-rise block which remains popular due to it’s close proximity to Salford quays, and a high level of Right-To-Buy has been achieved on the block.  The area also has a self-managing estate by a Tenant Management Organisation {TMO} that is highly successful.  

Housing Register Data

The headline housing register suggests there is a moderate demand for properties within the Ordsall area.  The majority of people are requesting 1 and 2 bed accommodation.  

The level of Right-To-Buy in the area is relatively low compared to other parts of the city.  The majority of the residents exercising the RTB act are small clusters in the area, with many of the estates with no activity.

Information available from the City’s asset management programme shows data on length of tenancies (table 7.7.1) and report on outline age profiles for each estate (table 7.7.2).  

Table 7.7.1





Table 7.7.2

	Current Length of Tenancies 

(as at January 2005)
	
	Current Age Bands of Residents Occupying the Properties (as at January 2005)

	Less than 6 months
	82
	
	Under 21
	40

	6 – 12 months
	94
	
	21 – 30
	214

	1 – 2 years
	196
	
	31 – 40
	315

	2 – 5 years
	237
	
	41 – 50
	225

	5 – 10 years
	255
	
	51 – 60
	207

	10 years +
	578
	
	61 +
	458

	Total
	1442
	
	Total
	1459


(This figure slightly differs to the stock total due to current voids)
(This figure will slightly differ to the stock total due to people who have a joint or 3-way tenancy)

7.8 Central Salford

The Central Salford area is the biggest area of all the other parts of the city.  It has range of property types ranging from 1 bed accommodation to 4-bed family accommodation.  It has a number of high-rise dwellings within its boundary that remain very popular with the close proximity to the Regional centre.  There has been a range of extensive re-development, during the 1960’s and 1970’s.   Due to the experimental construction type of ‘no fines’ concrete and the speed in which they were built, major improvements were carried out to some of the properties during the late 1990’s.   

Housing Register Data

The headline housing register suggests that there the area has a wide spectrum of demand issued from packets of little or no demand for some properties to very high demand for others.  The majority of people are waiting for family accommodation within the area, especially properties with more than 1 bedroom. 

The level of Right-To-Buy within the area varies depending on stock type.  The area has a low RTB activity. 

Information available from the City’s asset management programme shows data on length of tenancies (table 7.8.1) and report on outline age profiles for each estate (table 7.8.2).  

Table 7.8.1





Table 7.8.2

	Current Length of Tenancies 

(as at January 2005)
	
	Current Age Bands of Residents Occupying the Properties (as at January 2005)

	Less than 6 months
	465
	
	Under 21
	217

	6 – 12 months
	444
	
	21 – 30
	1052

	1 – 2 years
	875
	
	31 – 40
	1693

	2 – 5 years
	1742
	
	41 – 50
	1234

	5 – 10 years
	1435
	
	51 – 60
	1150

	10 years +
	2849
	
	61 +
	2534

	Total
	7810
	
	Total
	7880


(This figure slightly differs to the stock total due to current voids)
(This figure will slightly differ to the stock total due to people who have a joint or 3-way tenancy)

7.9 Beech Farm

The Beechfarm estate falls within the Swinton area.  Due to the high investment costs for this estate, it is being looked at individually.  The area has a range of property types but mainly housing for family accommodation.  The majority of the estate is 1920’s garden terraced housing, with a small number of 1970’s low rise and semi-detached housing, which is the most popular on this estate.  The estate suffers from past coaling activity, because of this some property suffer structural defects on the property which has resulted in the property not being let.    
Housing Register Data

The headline housing register suggests that the area is of moderate demand.  Due to the number of properties vacant on the estate suggest the estate is unpopular.  Due to the high investment costs a number of properties are not being let.  

The level of Right-Buy activity in the area in around 30% of the total stock, which compared to the rest of city is quite reasonable.

Information available from the City’s asset management programme shows data on length of tenancies (table 7.9.1) and report on outline age profiles for each estate (table 7.9.2).  

Table 7.9.1





Table 7.9.2

	Current Length of Tenancies 

(as at January 2005)
	
	Current Age Bands of Residents Occupying the Properties (as at January 2005)

	Less than 6 months
	20
	
	Under 21
	9

	6 – 12 months
	14
	
	21 – 30
	58

	1 – 2 years
	52
	
	31 – 40
	113

	2 – 5 years
	136
	
	41 – 50
	76

	5 – 10 years
	74
	
	51 – 60
	71

	10 years +
	164
	
	61 +
	138

	Total
	460
	
	Total
	465


(This figure slightly differs to the stock total due to current voids)
(This figure will slightly differ to the stock total due to people who have a joint or 3-way tenancy)

In terms of our evidence of demand and specifically our understanding of the housing market, we feel that we have a healthy multi-level set of programmes and strategies in place. Cascading down from regional and national impact to estate and block based indicators. The preferred decent homes option will therefore benefit from these comprehensive and groundbreaking assessments of methods aimed at transforming neighbourhoods so they perform and function in the longer term. 

8 The HRA Base Case

The long term viability of the Council’s HRA is fundamental to the Housing Options Appraisal, as without the ability to balance the HRA in the medium to long term no option other than Transfer is available.  And we shall see that Transfer itself would be difficult if not impossible to achieve from a financial perspective alone.  

In addition to addressing the question of HRA viability, we have also assessed the extent to which the “normal” resources of Major Repairs Allowance and Supported Capital Expenditure (but not usable / retained RTB receipts as these are earmarked for General Fund use) can meet the Council’s HRA investment requirements in moving to meet the Decent Homes Standard and other landlord responsibilities in the City.  

In this section we answer the fundamental questions of:

· How viable is the HRA?  Where we have examined the issues of whether the HRA minimum balance requirements are met and whether the HRA is in balance; and 

· What is the shortfall of “normal” resources available to the HRA against the stock investment requirements? Where we have also assessed the extent of the ALMO bid needed to achieve and maintain the DHS.  

8.1 The HRA Base Case

A 30 year business plan for the HRA has been developed to consider the implications of retention of the housing stock.  This ‘status quo’ or base case business plan for the HRA looks at the impact on the HRA if the whole stock is retained by the Council without any transfers or PFI schemes.

The HRA business plan projects both the capital and revenue position over a 30 year period, and builds in assumptions about the way in which any revenue surpluses may be used.

8.2 Capital

The stock investment needs identified in the stock condition survey form the basis of capital expenditure forecasts in the base case business plan.  The survey identified £246m of capital investment required to meet the decent homes standard in the five year period to 2010.  The HRA business plan uses this base investment figure, but includes fees and inflation and also builds in forecast changes in the level of stock through RTB and any other movements. The result is a 5 year total of £279m of capital investment in the business plan. 

The main sources of finance for this investment are:

· Major repairs allowances from Government

· Additional capital resources from Government

· Proceeds from right to buy sales (though these are retained for General Fund use in Salford)

· Any revenue surpluses from HRA

Compared to the capital investment needs in the first five years of £279m, the business plan shows that there will only be £95m available to finance this – ie a deficit of £184m.  The available sources of finance over this period are forecast as:

	Source of finance 2005-2010
	Total £m

	Major repairs allowance
	79

	Additional Government capital resources
	14

	Revenue surpluses from HRA
	2

	Total
	95


Assumptions underlying these forecasts are:

· Major repairs allowance continues to be available from Government at today’s level, and rises by inflation each year

· Additional capital resources in the form of “Supported Capital Expenditure” continue to be available at today’s level

· After 2005-06, any revenue surpluses are retained in the HRA to supported future years’ deficits.  The revenue position is explained in more detail below.

8.3 Revenue

The revenue position is reflected in the HRA operating account, which shows the balance of all revenue income and expenditure during each financial year.  The surplus or deficit carried forward represents HRA reserves (balances).  A detailed HRA operating account has been drawn up largely based on the current year’s HRA budget, building in known and anticipated future changes.  

The result of this exercise shows that there will be an annual surplus in the operating account in the first six years to 2011, but thereafter an increasing annual deficit.  The graph below shows the movement in the annual revenue surplus over the first fifteen years of the business plan.
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On an accumulated basis, the balance of revenue reserves is forecast to be exhausted by the end of year 10 and the operating account then becomes increasingly in deficit:
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The annual operating surplus reflects the difference between the individual income and cost elements of the operating account and the allowances from Government under the subsidy system.  For 2005-06 the surplus of £1.2m arises from:

	2005-06 operating surplus £m
	Actual
	Subsidy                      
	 Net  

	Rent
	68.9
	(63.1)
	5.7

	Management
	(24.0)
	14.4
	(9.6)

	Maintenance
	(21.0)
	25.0
	4.0

	Financing
	(17.8)
	19.4
	1.6

	Other
	(0.5)
	0.0
	(0.5)

	Total
	5.6
	(4.4)
	1.2


In the period to 2012, the Government’s rent convergence proposals will result in the surplus from rents gradually reducing to zero.  To counter this, some real increases in management and maintenance allowances are forecast.  The business plan shows the following position in 2011-12:

	2011-12 operating surplus £m
	Actual
	Subsidy                      
	  Net  

	Rent
	76.9
	(77.0)
	(0.1)

	Management
	(28.3)
	16.6
	(11.7)

	Maintenance
	(19.9)
	28.5
	8.6

	Financing
	(16.1)
	17.7
	1.6

	Other
	0.6
	0.0
	0.6

	Total
	13.2
	(14.2)
	(1.0)


In the period to 2011-12, the net surplus on rents has been eliminated, but the net cost of management and maintenance has increased. The result is that a £1.2m HRA operating surplus has turned into a £1.0m HRA operating deficit.  The position is then forecast to get steadily worse each year, so that by the end of the 30 year period, the position is:

	2034-35 operating surplus £m
	Actual
	Subsidy                      
	  Net  

	Rent
	86.8
	(88.3)
	(1.5)

	Management
	(53.7)
	17.0
	(36.7)

	Maintenance
	(22.5)
	29.2
	6.7

	Financing
	(20.3)
	22.0
	1.7

	Other
	1.0
	0.0
	1.0

	Total
	(8.7)
	(20.1)
	(28.8)


The principal assumptions underlying the revenue forecasts in the base case are:

· Rents

· Service charges

· Management and maintenance allowances

· Management costs

· Repairs and maintenance costs

· Financing costs and allowances

Rents

Future rent increases are based on the Government’s rent restructuring guidelines, and assume that rents converge with “target rent” by 2012.  In the case of Salford, this would mean average rent rises over and above inflation of some 1.5% p.a. until 2012.  Thereafter it is assumed that rents rise 0.5% above inflation.  Void and bad debt costs are forecast to improve gradually from the current position of some 5% to a longer term rate of 3%.

Through the housing subsidy system, rental income is paid over to Government, based on a notional “guideline rent”.  After rent restructuring it is forecast that guideline rent will be the same as actual rent, so there will be no net rent retained in the HRA.  However for 2005-06, actual rents are higher than guideline rent, producing net rent retained by the HRA of some £5.7m.  This annual surplus will reduce to zero by 2012.

Service charges

Service charges are based on current levels with increases at inflation only.

Management and maintenance allowances

The overall state of the HRA operating account is significantly influenced by the annual determinations of management and maintenance allowances.  These are set by central Government each year and depend on the national resource available, which is then distributed between local housing authorities dependent on local circumstances and needs.  Recent years have seen a review of the allowances, which have led to a shift of resources from some areas to others.  Overall Salford has been a beneficiary of these changes and the City has seen real increases in allowances recently:

	Allowances per dwelling £
	2003-04
	2004-05
	2005-06

	Management allowance
	380
	426
	520

	Maintenance allowance
	722
	806
	906

	Total
	1,102
	1,232
	1,426


Further real increases have been forecast, reflecting current Government proposals through to the end of rent restructuring in 2012.  As a result, management and maintenance allowances in 2012 are forecast to be:

	2011-12 allowances
	Per unit £
	 Total £m                        

	Management allowance
	705
	16.6

	Maintenance allowance
	1,211
	28.5

	Total
	1,916
	45.1


Management costs

Management costs are based on the 2005-06 HRA budgets, of £24m (£915 per unit).  For subsequent years it is assumed that costs escalate by 0.5% each year above inflation, and that 10% of the overall management costs vary with the number of units in management.  The result is that there is a steady increase in the 90% of fixed management costs, with reducing revenue available to support them:
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As the number of units in management gradually declines through RTB, the average cost of management per unit is forecast to increase significantly, from the current level of £915 per unit to £1,440 by year 10 and £4,109 by the end of the 30 years.  Even allowing for the effects of inflation, the real management cost per unit is forecast to rise to £1,153 by year 10 and £2,008 by year 30:
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Whilst management costs are forecast to rise significantly over the thirty year period, allowances are likely to be based on the number of units in management and to rise far more slowly.  Real increases in management allowances are forecast in the period up to 2012, thereafter increases are forecast to be inflationary only.  The result of this is that the annual deficit in financing management costs is forecast to rise from its 2005-06 level of £9.6m to £14m in year 10 and then up to £37m by year 30:
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To counteract the impact of escalating unit management costs and maintain the deficit at the 2005-06 level of £9.6m, Government would need to increases management allowances by an additional 3.5% p.a. above inflation for each of the next 30 years.

Alternatively, if allowances remained as the base assumptions, management costs would need to reduce in real terms by 2.5% p.a. each year.

Repair and maintenance costs

Repairs and maintenance costs are based on the results of the stock condition survey.  The HRA business plan then builds in inflation and makes adjustments for reductions in stock.

Financing costs and allowances

The base business plan is follows current Government subsidy capital financing arrangements, which produces a surplus of £1.6m.  The base case business plan assumes that this surplus will be available through the subsidy system for each of the 30 years. 

8.4 Whole Stock Base Case Conclusions

The base case business plan shows that there are insufficient resources to make the necessary capital investment to meet decent homes standard.  The shortfall in capital resources in the first five years is very significant and forecast at £184m.

In revenue terms, the HRA is forecast to be in surplus in the early years, but by the end of year 10 it will be in deficit, and this deficit will increase each year.  The principal reason for this is that management costs are forecast to escalate each year, despite the gradual reduction in stock numbers through RTB.  The annual gap between Government’s management allowance and actual management costs is forecast to rise from £9.6m in 2005-06 to £14m by 2010 and £37m by the end of the 30 year period.

Whilst the revenue position is reasonably robust in the sort to medium term it will be important that regular reviews are embedded in annual Business Planning processes and consequent reductions in management costs are made as the stock in management decreases.  

8.5  Residual HRA Business Plan

An additional HRA business plan has been prepared, reflecting possible transfer and PFI solutions in certain areas.  This residual HRA business plan is based on the following principles:

· It starts on 1 April 2006, and only includes stock in Central Salford, Ordsall and Beechfarm

· Capital investment to meet decent homes is carried out over the first 5 years

· PFI is assumed to proceed in Pendleton with no financial impact on the residual HRA

· Transfers proceed and have no financial impact on the residual HRA

· Management costs of the residual areas are at today’s level – ie they can be disaggregated from the overall management costs without any diseconomies 

The HRA business plan projects both the capital and revenue position over a 30 year period, and builds in assumptions about the way in which any revenue surpluses may be used.

8.6 Capital

The stock investment needs identified in the stock condition survey form the basis of capital expenditure forecasts in the base case business plan.  The survey identified £92m of capital investment required to meet the decent homes standard in the five year period to 2010.  The HRA business plan uses this base investment figure, but includes fees and inflation and also builds in forecast changes in the level of stock through RTB and any other movements. The result is a 5 year total of £107m of capital investment in the business plan. 

The main sources of finance for this investment are:

· Major repairs allowances from Government

· Additional capital resources from Government

· Proceeds from right to buy sales (though these are retained for General Fund use in Salford)

· Any revenue surpluses from HRA

Compared to the capital investment needs in the first five years of £107m, the business plan shows that there will only be £30m available to finance this – ie a deficit of £77m.  The available sources of finance over this period are forecast as:

	Source of finance 2005-2010
	Total £m

	Major repairs allowance
	25

	Additional Government capital resources
	5

	Revenue surpluses from HRA
	0

	Total
	30


Assumptions underlying these forecasts are:

· Major repairs allowance continues to be available from Government at today’s level, and rises by inflation each year

· Additional capital resources in the form of “Supported Capital Expenditure” continue to be available at today’s per unit level – ie it will reduce in line with the reduction in stock

· Any revenue surpluses are retained in the HRA to supported future years’ deficits.  The revenue position is explained in more detail below.

8.7 Revenue

The revenue position is reflected in the HRA operating account, which shows the balance of all revenue income and expenditure during each financial year.  The surplus or deficit carried forward represents HRA reserves (balances).  A detailed HRA operating account has been drawn up largely based on the current year’s HRA budget, building in known and anticipated future changes.  

The result of this exercise shows that there will be an annual surplus in the operating account in the first eight years to 2013, but thereafter an increasing annual deficit.  The graph below shows the movement in the annual revenue surplus over the first fifteen years of the business plan.
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On an accumulated basis, the balance of revenue reserves is forecast to be exhausted by the end of year 15 and the operating account then becomes increasingly in deficit:
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The annual operating surplus reflects the difference between the individual income and cost elements of the operating account and the allowances from Government under the subsidy system.  For 2006-07 the surplus of £1m arises from:

	2006-07 operating surplus £m
	Actual
	Subsidy                      
	 Net  

	Rent
	23.0
	(20.9)
	2.1

	Management
	(8.3)
	4.7
	(3.6)

	Maintenance
	(6.8)
	8.2
	1.4

	Financing
	(17.8)
	19.4
	1.6

	Other
	(0.5)
	0.0
	(0.5)

	Total
	(10.4)
	11.4
	1.0


In the period to 2012, the Government’s rent convergence proposals will result in the surplus from rents gradually reducing to zero.  To counter this, some real increases in management and maintenance allowances are forecast.  The residual business plan shows the following position in 2011-12:

	2011-12 operating surplus £m
	Actual
	Subsidy                      
	  Net  

	Rent
	25.4
	(25.3)
	0.1

	Management
	(9.5)
	5.5
	(4.0)

	Maintenance
	(6.8)
	9.4
	2.6

	Financing
	(16.1)
	17.7
	1.6

	Other
	0.5
	0.0
	0.5

	Total
	(6.5)
	7.3
	0.8


In the period to 2011-12, the net surplus on rents has been eliminated, but the net cost of management and maintenance has increased. The result is that the HRA operating surplus has remained similar at £0.8m.  The position is then forecast to get steadily worse each year, so that by the end of the 30 year period, the position is:

	2035-36 operating surplus £m
	Actual
	Subsidy                      
	  Net  

	Rent
	29.1
	(29.6)
	(0.5)

	Management
	(18.7)
	5.7
	(13.0)

	Maintenance
	(7.9)
	9.8
	1.9

	Financing
	(20.3)
	22.0
	1.7

	Other
	0.3
	0.0
	0.3

	Total
	(17.5)
	7.9
	(9.6)


The principal assumptions underlying the revenue forecasts in the residual business plan are:

· Rents

· Service charges

· Management and maintenance allowances

· Management costs

· Repairs and maintenance costs

· Financing costs and allowances

Rents

Future rent increases are based on the Government’s rent restructuring guidelines, and assume that rents converge with “target rent” by 2012.  In the case of Salford, this would mean average rent rises over and above inflation of some 1.4% p.a. until 2012.  Thereafter it is assumed that rents rise 0.5% above inflation.  Void and bad debt costs are forecast to improve gradually from the current position of some 5% to a longer term rate of 3%.

Through the housing subsidy system, rental income is paid over to Government, based on a notional “guideline rent”.  After rent restructuring it is forecast that guideline rent will be the same as actual rent, so there will be no net rent retained in the HRA.  However for 2006-07, actual rents are higher than guideline rent, producing net rent retained by the HRA of some £2.1m.  This annual surplus will reduce to zero by 2012.

Service charges

Service charges are based on current levels with increases at inflation only.

Management and maintenance allowances

The overall state of the HRA operating account is significantly influenced by the annual determinations of management and maintenance allowances.  These are set by central Government each year and depend on the national resource available, which is then distributed between local housing authorities dependent on local circumstances and needs.  Recent years have seen a review of the allowances, which have led to a shift of resources from some areas to others.  Overall Salford has been a beneficiary of these changes and the City has seen real increases in allowances recently:

	Allowances per dwelling £
	2003-04
	2004-05
	2005-06

	Management allowance
	380
	426
	520

	Maintenance allowance
	722
	806
	906

	Total
	1,102
	1,232
	1,426


Further real increases have been forecast, reflecting current Government proposals through to the end of rent restructuring in 2012.  As a result, management and maintenance allowances in 2012 are forecast to be:

	2011-12 allowances
	Per unit £
	 Total £m                        

	Management allowance
	705
	5.5

	Maintenance allowance
	1,211
	9.4

	Total
	1,916
	14.9


Management costs

Management costs are based on the 2005-06 HRA budgets, of £24m (£915 per unit), and the allocation of these costs into individual areas.  For the areas in the residual business plan, this gives a 2005-06 cost of £8.1m (£939 per unit), and a 2006-07 base for this business plan of £8.3m (£997 per unit).  For this business plan, it has been assumed that residual management costs would be based on the current area allocation, and that there would be no diseconomies arising from transfer or PFI.

For subsequent years it is assumed that costs escalate by 0.5% each year above inflation, and that 10% of the overall management costs vary with the number of units in management.  The result is that there is a steady increase in the 90% of fixed management costs, with reducing revenue available to support them:
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As the number of units in management gradually declines through RTB, the average cost of management per unit is forecast to increase significantly, from the starting level of £997 per unit to £1,535 by year 10 and £4,359 by the end of the 30 years.  Even allowing for the effects of inflation, the real management cost per unit is forecast to rise to £1,229 by year 10 and £2,130 by year 30:
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Whilst management costs are forecast to rise significantly over the thirty year period, allowances are likely to be based on the number of units in management and to rise far more slowly.  Real increases in management allowances are forecast in the period up to 2012, thereafter increases are forecast to be inflationary only.  The result of this is that the annual deficit in financing management costs is forecast to rise from its 2006-07 level of £3.6m to £5m in year 10 and then up to £13m by year 30:
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To counteract the impact of escalating unit management costs and maintain the deficit at the 2006-07 level of £3.6m, Government would need to increases management allowances by an additional 3.5% p.a. above inflation for each of the next 30 years.

Alternatively, if allowances remained as the base assumptions, management costs would need to reduce in real terms by 2.5% p.a. each year.

Repair and maintenance costs

Repairs and maintenance costs are based on the results of the stock condition survey.  The HRA business plan then builds in inflation and makes adjustments for reductions in stock.

Financing costs and allowances

The base business plan is follows current Government subsidy capital financing arrangements, which produces a surplus of £1.6m.  The base case business plan assumes that this surplus will be available through the subsidy system for each of the 30 years. 

8.8 Residual business plan conclusions

The base case business plan shows that there are insufficient resources to make the necessary capital investment to meet decent homes standard.  The shortfall in the first five years is very significant and forecast at £77m.

In revenue terms, the HRA is forecast to be in surplus in the early years, but by the end of year 15 it will be in deficit, and this deficit will increase each year.  The principal reason for this is that management costs are forecast to escalate each year, despite the gradual reduction in stock numbers through RTB.  The annual gap between Government’s management allowance and actual management costs is forecast to rise from £3.6m in 2005-06 to £5m by 2010 and £13m by the end of the 30 year period.  

The residual business plan currently assumes that management costs will reflect the share of total management costs currently attributed to the residual areas.  In practice, there are likely to be some diseconomies arising through separation – at least in the short term. The change management work currently underway should facilitate the development of a comprehensive understanding of the impact of stock options implementation on corporate and central services and implications of any diseconomies of scale. These issues are discussed in more detail the following section. 

Whilst the revenue position is reasonably robust in the sort to medium term it will be important that regular reviews are embedded in annual Business Planning processes and consequent reductions in management costs are made as the stock decreases.

9 Corporate Implications 

9.1 Corporate Financial Impact

As a consequence of a mixed model approach the City Council will over the next two to three years see its stockholding reduce substantially from the current 28,000 and the Housing Revenue Account (HRA) shrink accordingly. The HRA will finally become a residual account passing monies through to an ALMO and paying for and monitoring PFI schemes. The direct housing landlord function will no longer be the responsibility of the City Council. Other housing functions will however remain, covering Private Sector Housing and the Council’s strategic and statutory housing functions.

This potentially has wide ranging impacts on central and other service departments of the Authority both financially and non-financially. This section is intended to begin to crystallise some of the corporate impacts. Detailed consideration by the Corporate centre and future planning for other service departments is now underway facilitated by a current change management programme detailed in section 12.

i) Financial

Recharges
Central recharges will need to be adjusted to the shrinkage of the department.    These charges will be required to reduce substantially over the next few years, and, in due course will either need to be taken out of the services or, in future, borne by the General Fund.  Services affected include:-

· Finance and treasury management

· Corporate human resources

· Chief Executives 

· Procurement management

· District audit

· Organisational development

Traded Services
There is a range of departments across the Authority that currently provide services to Salford City Council’s housing service and NPHL.  There will be a reduction in the need for these services as the new organisations will be restricted in their ability to procure services from the City Council and NPHL. The most significant of these includes:

· Environmental services 

· Operational services (Grounds maintenance, pest control)

· IT and telecoms

· Legal services (including disrepair compensation)

· Valuation services

· Social Services.

ii) Loss of Economies of Scale
Services provided by Salford City Council’s Housing and Planning Directorate together with NPHL form one of the larger service providers in the Authority. As such, proposed changes in the landlord function will, to a degree, lead to a potential loss of purchasing power over the next few years.  This could impact on a number of other departments covering spend in relation to:

· Energy costs (District/group heating and office space)

· General purchasing (Furniture and other purchases)

· IT equipment

iii) Treasury Management
ODPM is proposing to pay overhanging debt attributable transfer portfolio and its associated debt premia on partial transfers. This will reduce the loans portfolio substantially. The balance of debt will then be with General Fund with the full costs falling on that account.

The ability of the HRA to absorb debt management expenses above that provided for in subsidy will also be restricted.  This again will increase costs to General Fund of debt restructuring.The reduction in stock will also reduce cash coming into the authority from rents and subsidy which although unquantifiable will have a negative impact on the Authority’s cash flow.

iv) VAT
Any significant reduction in input tax may put pressure on de minimis.

This will be a particular issue as all input tax incurred on activity transferred to the ALMO will result in a reduction in the City Council input tax base.

	ALMO -
	Transfer of stock and funding – no VAT interaction other than services purchased from Council and charged which could be a business supply.  If any of the services are exempt this could impact on the de minimis with an increase in exempt input tax combined with a reduced input tax base.

	PFI -
	Transfer of management, therefore, SCC invoiced at standard rate of VAT results in an increase in input tax base.

	Local Housing Company
	Transfer of stock – reduction in activity within Council results in a decrease in the input tax base in the long term.  In the short term, the VAT shelter mechanism that applies to stock transfer would have a positive impact on the de minimis levels in each year that a transfer takes place, provided Inland Revenue conditions are met in respect to Corporation Tax.


v) Non-Financial
Accommodation
The new housing management structures created will in the main obtain their own accommodation, other than existing area offices which would either transfer as part of stock transfer or arrangements made to lease/let in regard to the ALMO and PFIs.  As such, that office accommodation currently occupied by NPHL may no longer be directly required will be released.  

There may also be knock on effects to any shared accommodation, for instance, libraries and estate offices or surplus housing offices.

vi) Housing Benefits
With the changes in landlord and management structures the benefits service will need to work with a wider range of organisations.  The workload will, in consequence, change with potentially more complexity and less of an integrated approach to working on claims.  There is also the issue of claimant consent to payments direct to the landlord, which will have to be considered.
There will also be an ongoing need to complete information required by the ODPM and/or other Government Departments relating to the production of housing strategies (including corporate housing strategy), housing statistics and to monitor ALMO, PFI and to local housing company activity.

viii) Corporate Initiatives/Projects
Currently the Housing and Planning directorate and to some extent NPHL provide resources and expertise into a wide range of corporate issues such as:

· Crime and Disorder

· E-Government

· GIS

· Asylum Seekers

· Older People Strategy

This resource may reduce unless negotiated with the new organisations - potentially at a cost.

The capital programme will also reduce substantially as stock is reduced or managed under PFIs and stock transfers.  Any remaining Supported Capital allocation for council homes will be required to be passed to the ALMOs with the Major Repairs Allowance.  As a consequence there will be a loss of flexibility within the authority’s capital programme. Capital receipts from land sales and right to buys will also reduce as stock is transferred, although this may be mitigated by entering into RTB sharing agreements with local housing companies.

The call centre currently takes a range of calls which are non-housing related. These arrangements may well need to be renegotiated – potentially at an additional cost – or accommodated elsewhere. 

ix) Continuing Housing Services
Initial analysis identifies the following range of services that will remain following the strategy implementation:

· Housing Strategy including compliance and monitoring of new structures

· Private Sector Housing

· Cross Tenure Services:

· Neighbour Nuisance

· Mediation

· Crime and Disorder 

· Homelessness

· Choice based lettings

· Residual Staff (not TUPED)

All these will be potentially financed from the General Fund, though other mechanisms are being explored as discussed below under the “Common Service Provider Model”.

The pass through income/expenditure of the ALMO and the management and monitoring of PFI Charges will remain within the residual HRA.  

A range of warranties, including environmental warranties will also remain with the authority.

Supporting People will remain as an authority responsibility.

x) Potential Impacts during and after the Transfer Process

The cost of traded services and recharges are based on various methods including directly costed services and per capita (headcount).  Ultimately, however, the costs are driven by the stock profile and, as such, charges and recharges – in the first instance - will fall following stock transfer.

It is anticipated, however, that the new landlords i.e. the transfer undertakings and the ALMO will probably wish to continue taking services for a transitional period –at least one year – whilst they reach full operating capacity.  It is also possible that they, on a Best Value basis, may wish to continue to “purchase” the service for some time after transfer, but this cannot be assured.  

Further corporate service department assessment is required of the impact of some of the other items referred to above in terms of economies of scale and cash flow. 
xi) Potential means to mitigate the effects

A number of strategies are under consideration to mitigate some of the impacts.  These include:

· Entering into trading agreements (SLAs) with the new landlords / dwelling managers, both in the short and long terms.

· Cost reduction strategies implemented in the short term.

The Council as part of its management of these changes is working closely with all departments and NPHL in analysing potential impacts and working through the implications of changes needed.  

A further means of mitigating some of the above effects is discussed with reference to the development of a “Common Service Provider Model” as described below.

9.1.1 Proposed Common Service Provider (CSP) Model

Many large urban authorities are in a similar position to Salford as they pursue the mixed solutions proposed in the Communities Plan.  The financial impact on the reducing HRA and on the General Fund can make this strategy unaffordable to a Council, despite the fact that tenants and other stakeholders may support it. One solution being explored by Salford is the development of a central procurement structure for the provision of support services after transfer, known as the “Common Service Provider”. 

The CSP model is at a relatively early development stage and will require the approval of ODPM, GONW and Housing Corporation. Discussions with these organisations are underway.

Such a mechanism may include the provision of an element of the Council’s residual non strategic functions including the operational functions of housing strategy, enabling and homelessness. 
The Principles of the Model

The City faces a number of challenges in implementing a mixed model solution to meet the Decent Homes Standard – including how to:

· Minimise the call on corporate resources to implement the model (thus, maximising the potential for TUPE and shared services through transfer);

· Maximise the potential for very local diversity and choice within an overarching framework;

· Retain – even enhance – the City’s strategic role in relation to housing.

· Keep sufficient levers of influence for the City – especially in the housing market renewal area (HMRA) – to bring about renewal and regeneration;

· Minimise the dowry that the City needs to kick-start the process 

Why have a CSP in Salford

· Strategic Influence: 

· To help to develop strategy

· To develop stronger partnership and mature networks with a new range of housing providers

· Strengthened Customer Focus:

· Providing Policy and operational integration

· Promoting ‘Think Customer’ principles and accessibility

· Helping to deliver strategic priorities in a more fragmented housing system

· Supporting Neighbourhood Management

· Efficiency and performance

· Enabling pooling of resources and value for money

· Gershon compliance

· ‘Holistic’ and consistently applied performance management framework 

· Providing for Corporation and Value Added Tax efficiencies 

· Added value

· In investment and funding potential

· Innovation and creativity

· Sub-regional/regional potential

· Options delivery

· The model underpins delivery of stock options

· Facilitates the re-construction of a workable HRA

· Mitigates corporate impacts and risks flowing from a robust Change Management Strategy and Business Process Reviews

How would the CSP work

The model applies to all of the City’s remaining housing stock. It incorporates proposed stock transfers, a PFI scheme and an ALMO. 

While the transfer areas and the proposed ALMO are relatively large, they still represent a significant disruption to the present pattern of service provision and the City has been considering how to minimise this disruption. 

The CSP would be based on partnership and co-operation, building on the existing Strategic Housing Partnership. 

There is potential to utilise a Local Housing Company  ‘federation’ or group structure with  links to the retained ALMO  and PFI scheme.

It is envisaged that the CSP would be a non-controlled vehicle with flexible Memorandum & Articles  of association. It is likely to be non-charitable with a 5 year business plan and would be registered with the Housing Corporation and subject to its inspection and regulation regime.

The suggestion is that each of the new housing landlords, the ALMO and the City Council will be members of the CSP which would have the following main objects:

1. To provide a guarantor of minimum standards, tenancy terms, charter issues, and , if we wish, service standards

2. To act as a pool arrangement for gains and losses in transfer; and therefore

3. To act as a central finance body where it can add value (i.e. in transfers to individual local housing companies where existing facilities and capacity would be insufficient)

4. To employ and/or provide through its members, services where there are economies of scale or where those services provided on a City wide basis add value

5. To be a body controlled by its users acting equally - the transferred estates in whatever form, the ALMO, the PFI and the City as strategic housing authority.

How does it work?

The tenancy agreement and the charter could form the core of any offer to tenants at ballots, but landlords will be free to better these.  The CSP will also provide services where it is sensible to do so, for example, running group IT and anti social behaviour services.  The partners fully participate in this body and no one stakeholder has more control than any other.  

The CSP could have a variety of other roles.  These remain at the concept stage – but there is an opportunity to respond to the Audit Commission’s criticisms of some transfer authorities in its report Housing After Transfer about a strong strategic centre around housing needs, allocations and market interventions.  

The Benefits of a CSP

Financial Arrangements

Stock transfer valuations depend significantly on being able to keep management and other central costs from significant upward cost pressure above their current level. 

One driver for the CSP arrangement is to manage these costs and keep the present economies of scale. 

 Related to this is the maximisation of VAT group economies through the CSP to ensure the arrangements are tax-efficient; through this scheme it would be possible to ensure that services are not subject to VAT between group members.

9.2  CSP Model and Decent Homes Policy Context

The City is not attempting to generate a “new” investment model: what is proposed is clearly utilising the three investment options in the Communities Plan – and epitomises the “mix and match” solutions promoted by government.  But “mix and match” has a significant corporate cost and consequence, and these proposals mitigate some of those negative effects.

9.3 Relationship between the strategic and operational roles

There is a clear and distinct difference between the City’s proposals for strategically interacting with RSLs and other stakeholders, and the CSP organisation. None the less, the City recognises the potential for confusion around this issue. The Council already sponsors the Strategic Housing Partnership to engage with RSLs and other housing stakeholders that will sit alongside – and yet be apart from – the CSP structure, so preserving what the City presently does well. This will be a robust mechanism to engage with RSLs outside the CSP structure and there will be no confusion of roles.  

Delivery of some of the services through a CSP will enhance, not detract, from the City’s delivery of its services. A common choice based lettings scheme or a shared Anti-social Behaviour team would be good examples of this.

9.4 Why this level of involvement by the City?

This City’s involvement as a member of the CSP does not imply control, Government sees HMR partnerships as “a unique opportunity to restructure and rebuild our cities for the twenty first century”. This is an ambitious aim and the City Council needs levers of influence over the operation of the housing market to bring about such a radical vision for the HMR Pathfinder parts of Salford.

9.5 What will the CSP do?

The majority of the CSP’s functions (or potential functions) will be of equal or greater benefit to RSL landlords and residents than they will be to the City. The City would have no controlling interest in the CSP. There are also taxation advantages in the mutual structure as discussed above, and services can flow through the CSP to the RSL landlords.  

The range of services under consideration can be split into two main categories:

· Customer Facing Services:
· Older persons services

· Choice Based Lettings

· Anti social behaviour

· Housing Advice

· Home Improvement Agency

· Homelessness

· Asylum/refugee services 

· Service Support:

· IT;

· Procurement/commissioning;

· Finance/budget control

· Personnel;

· Marketing;

· Business planning.

These and other services remain under review and there is sufficient flexibility in the proposed structure to allow for further amendment following more detailed appraisal.

The City will take steps prior to any transfer to ensure that its internal services are subject to value for money reviews and are as efficient as possible.

The CSP structure will have the following components:

i) Service Delivery Contracts

It is proposed that there would be contracts for each service.  In practice this is likely to be a single contract to which there are schedules for each service.  It is likely that these would be for a duration of between 3 and 5 years. 

ii) Administration 

There will be a formal function within the staffing and executive arrangements to ensure that the various service and membership contracts, charging etc, are properly dealt with.  Because many of the benefits depend expressly on correct administration this is going to have to be properly resourced and its requirements are going to have to be capable of easy enforcement against all the members.

The City Council does face the demands of market renewal along with the challenges of the corporate costs of progressing the mixed model solution, which, together with the need to provide services that add value through coherent and comprehensive provision on a City wide basis, drive the need to explore this approach. Without some way of dealing with the “jagged edges” of cost and policy implementation, the job of delivering these Decent Homes whilst maintaining and improving service delivery will become more difficult.

Further work on the development of the model, including the structure and terms contractual arrangements is underway, as are discussions on the concept and detail with ODPM, GONW and the Housing Corporation.  Following further development the model will require approval by these organisations.

iv) Alternative options

An local housing group parent within a group or federal structure may be able to act as the “home” for the CSP.

If the CSP model were not deemed feasible the most likely option would be to disperse service provision within the individual constituent landlords, so the ALMO, PFIs and new transfer organisations would each deliver services separately. This will make sense for many services but as argued above, not for those where value would be added through coherent, consistent and appropriate provision on a city-wide basis.

v) The City Council’s Continuing Strategic Role

The CSP structure proposed above would not have a primary strategic role – this will continue to be the remit of the City Council. However the CSP structure will reinforce and complement the underpinning rationale in separating strategy from service provision. 

The City Council cannot countenance “losing interest in Housing” as it is acutely aware of the influence that thriving or failing housing markets have on the overall well being of the City. This impacts directly on the City Council as a community leader, on the neighbourhood renewal and regeneration agendas. The City Council recognises that a continuing strategic housing role is wider than fulfilment of statutory duties. It is clear that members and senior officers must continue to be engaged in housing if and when the Council no longer has a direct landlord role.

This is highlighted by the Housing Market Renewal Pathfinder status. It will be the responsibility of the City Council to ensure a strategic overview through its Community Plan that ensures the regeneration and management of neighbourhoods as holistic places, enabling solutions that join up agencies, are customer facing and cross tenures.

The City has, either in place or in development, structures that will continue to enable it to undertake its strategic housing responsibilities. These are separate but complementary to the proposed CSP structure.

10 Evaluation of the options

An evaluation matrix has been developed and agreed with the HOSG (including TPAS) and each option evaluated against the agreed set of criteria for each area. A detailed commentary for each area matrix has been undertaken and a summary of the outcomes is shown at Appendix XX.

The options considered for each area were:

· Council retention

· A two star arms length management organisation

· Private finance initiative

· Stock transfer to an existing registered social landlord

· Stock transfer to a newly created local housing company

Following development of the area based matrices it was evident that not all options were available for consideration in all areas, for a variety of reasons, particularly deliverability in the context of financial support required. It has already been noted that for every option in every area financial support would be required in the form of additional ALMO subsidy, PFI credits or stock transfer gap funding. The criteria and matrix outcomes then formed the basis for the phase three consultation programme.

The criteria against which options were evaluated are as follows:

	CRITERIA

	 

	a) Meets decent homes and other essential repair expenditure requirements

	b) Can be delivered

	c) Is there enough money to deliver all necessary works and management over next 5 years?

	d) Can this solution for your area fit with other local solutions to meet city wide needs?

	e) Is there enough money to deliver all necessary works and management over next 30 years?

	f) Meets the “Salford Standard”

	g) Popularity amongst tenants and residents

	h) Will help give homes and estates a long term future

	i) Can help to achieve better performance and standards of service

	j) Could offer a practical solution for the whole of the Council’s stock

	k) Does it increase resident involvement and accountability?

	l) Provides new governance opportunities for tenants and other stakeholders

	m) Maintains affordable rents/service charges

	n) Tenancy rights protected

	o) Provides money for new homes

	p) Staff rights protected


The first four criteria in the above table (a, b, c and d) were agreed as absolutely essential.

Factors taken into account in evaluating the options against the criteria included:

· National and local policy

· Relevant legislation

· Financial appraisal

· Fit with wider strategic and regeneration needs, particularly housing market renewal

· Long term demand and sustainability

· Timing in regard to achieving the DHS

Each criteria was assessed as one of:

· ‘Yes’ – would be achievable

· ‘Looks possible’ – more likely to be achieved than not

· ‘Probably not’ – less likely to be achieved

· ‘No’ – would not be achievable

A detailed matrix was prepared and evaluation undertaken for each consultation area. The detailed matrices are provided at Appendix XX. 

The criterion regarding tenant support was completed following completion of phase three consultation.

A summary matrix for each option is provided below:

10.1 Option 1 – Continued ownership and management of the housing stock
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OPTION 1

Area A Area B Area C Area D Area E Area F Area G

Council Retention

Precinct Ordsall

Central 

Salford

Eccles 

Winton 

Barton

Irlam & 

Cadishead

Ltl Hulton 

Walkden 

Worsley

Swinton & 

Pendlebury

CRITERIA

a) Meets decent homes and other essential 

repair expenditure requirements

No No No No No No No

b) Can be delivered No No No No No No No

c) Is there enough money to deliver all necessary works 

and management over next 5 years?

No No No No No No No

d) Can this solution for your area fit with other local 

solutions to meet city wide needs?

No No No No No No No

e) Is there enough money to deliver all necessary works 

and management over next 30 years?

No No No No No No No

f) Meets the “Salford Standard” No No No No No No No

g) Popularity amongst tenants and residents No No No No No No No

h) Will help give homes and estates a long 

term future

No No No No No No No

i) Can help to achieve better performance 

and standards of service

No No No No No No No

j) Could offer a practical solution for the 

whole of the Council’s stock

No No No No No No No

k) Does it increase resident involvement and 

accountability?

No No No No No No No

l) Provides new governance opportunities for 

tenants and other stakeholders

No No No No No No No

m) Maintains affordable rents/service 

charges

Yes Yes Yes Yes Yes Yes Yes

n) Tenancy rights protected Yes Yes Yes Yes Yes Yes Yes

o) Provides money for new homes No No No No No No No

p) Staff rights protected Yes Yes Yes Yes Yes Yes Yes


10.2 Option 2 – Arm’s length management
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OPTION 2

Area A Area B Area C Area D Area E Area F Area G

2* ALMO

Precinct Ordsall

Central 

Salford

Eccles 

Winton 

Barton

Irlam & 

Cadishead

Ltl Hulton 

Walkden 

Worsley

Swinton & 

Pendlebury

CRITERIA

a) Meets decent homes and other essential 

repair expenditure requirements

Yes Yes Yes Yes Yes Yes Yes

b) Can be delivered Looks possible Looks possible Looks possible Looks possible Looks possible Looks possible Looks possible

c) Is there enough money to deliver all necessary works 

and management over next 5 years?

Looks possible Looks possible Looks possible Looks possible Looks possible Looks possible Looks possible

d) Can this solution for your area fit with other local 

solutions to meet city wide needs?

Looks possible Looks possible Looks possible Looks possible Looks possible Looks possible Looks possible

e) Is there enough money to deliver all necessary works 

and management over next 30 years?

Probably not Probably not Probably not Probably not Probably not Probably not Probably not

f) Meets the “Salford Standard” No No No No No No No

g) Popularity amongst tenants and residents Looks possible Looks possible Yes Probably not Looks possible Probably not Probably not

h) Will help give homes and estates a long 

term future

Probably not Probably not Probably not Probably not Probably not Probably not Probably not

i) Can help to achieve better performance 

and standards of service

Yes Yes Yes Yes Yes Yes Yes

j) Could offer a practical solution for the 

whole of the Council’s stock

Probably not Probably not Probably not Probably not Probably not Probably not Probably not

k) Does it increase resident involvement and 

accountability?

Yes Yes Yes Yes Yes Yes Yes

l) Provides new governance opportunities for 

tenants and other stakeholders

Yes Yes Yes Yes Yes Yes Yes

m) Maintains affordable rents/service 

charges

Yes Yes Yes Yes Yes Yes Yes

n) Tenancy rights protected Yes Yes Yes Yes Yes Yes Yes

o) Provides money for new homes No No No No No No No

p) Staff rights protected Yes Yes Yes Yes Yes Yes Yes


10.3 Option 3 – Private finance initiative
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OPTION 3

Area A Area B Area C Area D Area E Area F Area G

PFI

Precinct Ordsall

Central 

Salford

Eccles 

Winton 

Barton

Irlam & 

Cadishead

Ltl Hulton 

Walkden 

Worsley

Swinton & 

Pendlebury

CRITERIA

a) Meets decent homes and other essential 

repair expenditure requirements

Yes Yes Probably not Yes Yes Yes Yes

b) Can be delivered Looks possible Looks possible Probably not Probably not Probably not Probably not Probably not

c) Is there enough money to deliver all necessary works 

and management over next 5 years?

Looks possible Looks possible Probably not Probably not Probably not Probably not Probably not

d) Can this solution for your area fit with other local 

solutions to meet city wide needs?

Yes Yes Probably not Yes Yes Yes Yes

e) Is there enough money to deliver all necessary works 

and management over next 30 years?

Looks possible Looks possible Probably not Probably not Probably not Probably not Probably not

f) Meets the “Salford Standard” Yes Yes Probably not Yes Yes Yes Yes

g) Popularity amongst tenants and residents Yes Looks possible No No No No No

h) Will help give homes and estates a long 

term future

Yes Yes Probably not Yes Yes Yes Yes

i) Can help to achieve better performance 

and standards of service

Yes Yes Probably not Yes Yes Yes Yes

j) Could offer a practical solution for the 

whole of the Council’s stock

No No No No No No No

k) Does it increase resident involvement and 

accountability?

Yes Yes Yes Yes Yes Yes Yes

l) Provides new governance opportunities for 

tenants and other stakeholders

Probably not Probably not Probably not Probably not Probably not Probably not Probably not

m) Maintains affordable rents/service 

charges

Yes Yes Yes Yes Yes Yes Yes

n) Tenancy rights protected Yes Yes Yes Yes Yes Yes Yes

o) Provides money for new homes Yes Yes Yes Yes Yes Yes Yes

p) Staff rights protected Yes Yes Yes Yes Yes Yes Yes


10.4 Option 4a – Stock transfer to an existing registered social landlord
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OPTION 4a

Area A Area B Area C Area D Area E Area F Area G

Transfer RSL

Precinct Ordsall

Central 

Salford

Eccles 

Winton 

Barton

Irlam & 

Cadishead

Ltl Hulton 

Walkden 

Worsley

Swinton & 

Pendlebury

CRITERIA

a) Meets decent homes and other essential 

repair expenditure requirements

Yes Yes Probably not Yes Yes Yes Yes

b) Can be delivered Probably not Looks possible Probably not Looks possible Looks possible Looks possible Looks possible

c) Is there enough money to deliver all necessary works 

and management over next 5 years?

Looks possible Looks possible Probably not Looks possible Looks possible Looks possible Looks possible

d) Can this solution for your area fit with other local 

solutions to meet city wide needs?

Looks possible Looks possible Probably not Looks possible Looks possible Looks possible Looks possible

e) Is there enough money to deliver all necessary works 

and management over next 30 years?

Looks possible Looks possible Probably not Looks possible Looks possible Looks possible Looks possible

f) Meets the “Salford Standard” Looks possible Looks possible Probably not Looks possible Looks possible Looks possible Looks possible

g) Popularity amongst tenants and residents No Probably not No Probably not Probably not Probably not Looks possible

h) Will help give homes and estates a long 

term future

Looks possible Looks possible Probably not Looks possible Looks possible Looks possible Looks possible

i) Can help to achieve better performance 

and standards of service

Yes Yes Probably not Yes Yes Yes Yes

j) Could offer a practical solution for the 

whole of the Council’s stock

No No No No No No No

k) Does it increase resident involvement and 

accountability?

Yes Yes Yes Yes Yes Yes Yes

l) Provides new governance opportunities for 

tenants and other stakeholders

Yes Yes Yes Yes Yes Yes Yes

m) Maintains affordable rents/service 

charges

Yes Yes Yes Yes Yes Yes Yes

n) Tenancy rights protected Looks possible Looks possible Looks possible Looks possible Looks possible Looks possible Looks possible

o) Provides money for new homes Looks possible Looks possible Looks possible Looks possible Looks possible Looks possible Looks possible

p) Staff rights protected Looks possible Looks possible Looks possible Looks possible Looks possible Looks possible Looks possible


10.5 Option 4b – Stock transfer to a local housing company
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OPTION 4b

Area A Area B Area C Area D Area E Area F Area G

Transfer LHC

Precinct Ordsall

Central 

Salford

Eccles 

Winton 

Barton

Irlam & 

Cadishead

Ltl Hulton 

Walkden 

Worsley

Swinton & 

Pendlebury

CRITERIA

a) Meets decent homes and other essential 

repair expenditure requirements

Yes Yes Probably not Yes Yes Yes Yes

b) Can be delivered Probably not Probably not Probably not Looks possible Probably not Looks possible Looks possible

c) Is there enough money to deliver all necessary works 

and management over next 5 years?

Looks possible Probably not Probably not Looks possible Probably not Looks possible Looks possible

d) Can this solution for your area fit with other local 

solutions to meet city wide needs?

Looks possible Probably not Probably not Looks possible Probably not Looks possible Looks possible

e) Is there enough money to deliver all necessary works 

and management over next 30 years?

Looks possible Probably not Probably not Looks possible Probably not Looks possible Looks possible

f) Meets the “Salford Standard” Looks possible Looks possible Probably not Looks possible Looks possible Looks possible Looks possible

g) Popularity amongst tenants and residents No No No Looks possible Looks possible Looks possible Looks possible

h) Will help give homes and estates a long 

term future

Looks possible Looks possible Probably not Looks possible Looks possible Looks possible Looks possible

i) Can help to achieve better performance 

and standards of service

Yes Yes Probably not Yes Yes Yes Yes

j) Could offer a practical solution for the 

whole of the Council’s stock

No No No No No No No

k) Does it increase resident involvement and 

accountability?

Yes Yes Yes Yes Yes Yes Yes

l) Provides new governance opportunities for 

tenants and other stakeholders

Yes Yes Yes Yes Yes Yes Yes

m) Maintains affordable rents/service 

charges

Yes Yes Yes Yes Yes Yes Yes

n) Tenancy rights protected Looks possible Looks possible Looks possible Looks possible Looks possible Looks possible Looks possible

o) Provides money for new homes Looks possible Looks possible Looks possible Looks possible Looks possible Looks possible Looks possible

p) Staff rights protected Looks possible Looks possible Looks possible Looks possible Looks possible Looks possible Looks possible



The evaluation reinforces the potential for a mixed model approach providing local solutions for local areas. In the next section we move on to discuss the outcomes of option evaluation and implications for a mixed model solution in the context of an overarching strategy that provides a resolution for the whole of the City.

11 A Mixed Model Approach 

We first apply the various stock options on a whole stock, City wide basis and assess whether any of the individual ALMO, PFI or stock transfer options can provide a strategy to achieve decent homes for the whole of the Council’s stock. 

We then move on to assess whether any of the options might provide varying or a mix of solutions on an area by area basis whilst at the same time providing an overarching strategy for the whole stock.

11.1 An ALMO Bid

NPHL has now achieved a “1* with uncertain prospects” rating following its latest Housing Inspection in December 2003. However much work still needs to be done. Plans and targets have been agreed between the council and NPHL that aim to achieve the necessary 2* rating to access additional funds, subject to there being a successful bid in the next ALMO round. A detailed paper produced by NPHL aiming to demonstrate how it will continue to improve performance is attached at Appendix XX.
The following paragraphs in this section discuss what such a bid might cover.  

Applications for the ALMO programme must include a detailed analysis of the investment requirements to achieve the Decent Homes Standard (DHS) and to maintain the stock at that level and in sound condition in the long term.  Authorities are expected to bid for additional resources to enable this and for up to 5% more for investment in other matters such as security/ safety, other environmental improvements and wider regeneration programmes.  

This raises issues to do with funding works above the DHS, particularly where those associated with regeneration need more funding than the 5% permitted in ALMO bids.  We have discussed this with ODPM in relation to the use to which normal resources are put, and whether an investment plan that used base resources to fund regeneration (or other improvements) and so made the ALMO resource bid higher would be allowed.  We have illustrated this in the diagram below.  
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The answer we received was that the guidance applies to the ALMO bid and not the use of base resources, and would admit such a plan.  ALMO investment plans are however scrutinised in great detail, and one of the main criteria for ODPM’s allocating resources is the cost per additional Decent Home achieved.  This suggests that while there may be scope to fund non-DHS improvement works from base resources, this would decrease the prospects of such bids succeeding.  

In addition to this consideration, we are aware that a number of Round 4 ALMOs included significant regeneration budgets in their Business Plans, earmarking normal resources to meet them and increasing their ALMO bids thereby.  So far the successful Authorities have been told that they can only plan on the basis of receiving 80% of their ALMO bids, and the position will only be clarified once ODPM makes its detailed announcements on the allocation of its resources from the outcomes of the latest ALMO bidding round .  We are also aware that the ALMO option is proving the most popular by far, and that many Authorities will be proposing ALMO solutions to their investment problems with competition for ALMO resources being strong.

We think it likely that bids with significant non-DHS works met from base resources are at best likely to receive ALMO allocations reduced so that the total resources available are not more than the DHS plus 5% total within the current guidance.  

From our base case HRA Business Plan analysis, the shortfall in capital resources to achieve the DHS is some £184
 million over the first 5 years.  This omits a range of improvements identified in the stock condition survey and also excludes any environmental improvements.  

The £184 million figure is derived as follows:

Capital expenditure required to meet DHS 
£279.0 million7
Major Repairs Allowance


             £78.3 million

Supported Capital Expenditure


  £14.4 million

Revenue Contribution to Capital Outlay (Year 1)   £2.3 million

ALMO subsidy required



£184.0 million

The extent of an ALMO bid to include the 5% addition for environmental etc works is some £193 million at projected outturn prices. We note that before any bid is submitted there would need to be a careful assessment of the assumptions underpinning this bid including whether all improvements needed for the DHS have been captured, building cost inflation and stock numbers.  

This is a very significant amount but is still not sufficient to provide the full extent of resources needed to meet the full investment requirements identified or the likely Salford Standard.  In particular double glazing in advance of existing windows requiring replacement, any significant environmental works would not be funded, and any remodelling, for example of the type needed to resolve the low demand problems associated with sheltered bed sitting room units, would not be.  

Furthermore an analysis of the net cost to the public sector of this option shows that it is more expensive than transfer even if it were assumed that full gap funding were available to support negative value transfers.  

The ALMO business plan would still be faced with the same revenue difficulties faced by the current HRA where significant savings in management costs are required to achieve positive cash flows in the medium to long term.  In addition there is some uncertainty over the likelihood and timing of the current arm’s length organisation to secure the required performance rating.

An ALMO, even reaching the required performance standard, would not be able to deliver the Salford Standard and improvements to the physical environment required to ensure long term sustainability.

An ALMO would not be able to deliver the wider regeneration activity nor replace more than 860 homes and re-provide some 430 social rented homes in the Pendleton area.

There is evidence of greater tenant support for alternative options in the Pendleton, Eccles, Swinton and Little Hulton areas.

An ALMO that is focussed and co-aligned with Housing Market Renewal in Central Salford and  Ordsall is likely to be the most deliverable option in these areas.

We consider how additional resources for these items might be found through use of PFI or Transfer in the next two sections.  

11.2 PFI in Salford

The PFI eligibility criteria suggest that potential PFI portfolios in Salford will be where high investment in elemental renewal is necessary, possibly indicating excessive repair and maintenance costs, or where remodelling is needed.  PFI is most likely to be effective where co-alignment with wider regeneration needs can be achieved and is deliverable within the DHS timetable.

For each of the consultation areas, financial modelling evaluates the likely PFI Credit – the means by which government provides the subsidy for approved PFI schemes, by calculating the net present value of the capital investment over 30 years and adding in allowances for part of the SPV’s setting up and running costs. 

Our analysis shows that the High Rise and TMO areas show the highest costs.  Additionally, sheltered schemes  could also be a PFI candidate once rebuilding / remodelling of schemes to provide an adequate and in demand stock mix is taken into account.  

While our analysis does not necessarily preclude any of the consultation areas from being candidates for refurbishment through PFI, the High Rise and TMO areas are likely to give the best results in terms of “spend to save” – usually a prerequisite for schemes to be affordable.  It is also  the need to reprovide newbuild social housing that means PFI may be a solution in regeneration areas, as ALMO resources do not provide for this.

For the TMOs, however, PFI would mean handing over control and delivery of all building works to the PFI Operator, which may not be acceptable to them.  In addition, the small scale of the TMOs would mean that they would have to be included in contracts with other PFI stock.  

PFI may be a solution in certain areas where the priority for co-alignment with wider regeneration is driven by weaknesses in the housing market requiring transformational change. Given that the Central Salford area is at the heart of the Housing Market Renewal Initiative with significant opportunities for linkage to the wider regeneration agenda and the need to develop a mixed tenure solution it appears to be in the high priority category for such an approach. A well defined strategy for sustainable and any non sustainable stock needs to be in place before implementation. This would be crucial for delivery and given the conditions of flux within the housing market in Central Salford, PFI is not likely to be a realistic solution within the decent homes timescale. PFI requires a long lead in time and an early decision would be required to allow sufficient time to develop a PFI scheme within the Decent Homes timetable.
The Option Appraisal Matrix for the Pendleton Precinct area indicates that PFI is preferable to both Transfer and ALMO solutions. PFI would deliver investment beyond decent homes and provide for remodelling and new provision essential for the sustainability of the area, ensuring best fit with wider strategic housing market renewal and regeneration interventions.

11.3 Stock Transfer in Salford

We have developed and projected illustrative cash flows for each of the consultation areas under Transfer and based upon the corresponding HRA costs.  The base case Transfer cash flows assume that the Transfer takes place at the beginning of 2006.07, and that the new landlord meets the range of investment needs identified by the full stock survey, including environmental improvement works and remodelling of sheltered schemes where required..  

Using these assumptions the illustrative Transfer price
 for each consultation area is shown in the table below:

Table: Summary Stock Transfer Tenanted Market Valuation
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Total Valuation

Units @ Year 

1 2006.07

Valuation 

per unit

Swinton -£26,792,550 3,071           -£8,724

Little Hulton -£50,150,667 5,442           -£9,215

Eccles -£61,137,383 5,080           -£12,035

Irlam -£18,929,021 1,879           -£10,074

Ordsall -£25,196,975 1,726 -£14,598

Central Salford -£92,598,155 6,868 -£13,483

Pendleton -£71,604,345 2,655           -£26,970

Beechfarm -£7,664,202 525 -£14,598

Total -£354,073,298 26,721         -£13,251


Each consultation area has a negative value, i.e. a dowry would be required to facilitate the Transfer, with unit dowries ranging from £8,724 to £26,970.  The total dowry across the whole of the stock is some £354 million, or approximately £13,250 per unit which is clearly not feasible from the limited national pot. 

These costs also exclude setting up costs, which could be substantial.  We would expect a medium sized Transfer of say 5,000 homes to involve setting up costs of around £2 million.  

The extent of the dowry requirement and the absence of any consultation area with positive value under Transfer is unusual.  From an examination of the cash flows concerned it is caused primarily by a combination of the extent of investment required together with low rents stemming from low stock values.  

We have sought to reduce the extent of the dowry requirement by a range of measures as follows:

Management costs: The costs captured in the modelling include a share of central NPHL and HRA costs, which might not all be incurred under Transfer, e.g. to an existing association group providing shared central services.  We have re-calculated the values using £600 per unit per annum management costs to assess the impact upon the dowry requirement. The overall dowry requirement reduces to £265 million still without any area showing a positive value.  

Right to Buy Receipts: The Transfer price calculation assumes that no Right to Buy sales occur in the transferring stock, even though transferring tenants have a preserved RTB.  This has become common practice in Transfer valuation, although in the early years of Housing Transfer, RTB receipts were also projected and included in Transfer Business Plans and price calculations.  

The housing market crash of the early 1990’s lead to a number of Transfer landlords being in financial difficulties, as RTB receipt projections did not materialise.  This led to the current practice of excluding RTB receipts from Transfer price calculations and the development of RTB sharing arrangements.  Here, when tenants exercise their (preserved) RTB, the new landlord retains sufficient to compensate its Business Plan for the loss of the net rental income and sales costs, and the Council receives the net receipt.  

It would be possible to factor a prudent proportion
 of RTB receipts into the Transfer Business Plan, and we have explored the extent to which these would reduce the dowry requirement.  Incorporating 50% of receipts for 5 years following Transfer gives a dowry requirement of £332 million, still substantial amounts and still with no positive value area.  

VAT shelter: Since 2002, when ODPM altered the regulations calculating the Transfer Levy, a device known as a VAT shelter has been possible for positive value Transfers.  This makes it possible for charitable registered social landlords, which most Transfer Associations aim to be, to reclaim most of the VAT paid on the initial building works programmes.  

The VAT shelter mechanism is working satisfactorily for several Transfer Associations that have approached the mechanism in the right way.  Because the mechanism is still relatively new, and is not available to non-charitable Associations, both the Housing Corporation and funders as indicated from recent transfer transactions are becoming more comfortable with VAT shelter benefits being built into business planning assumptions.

The arrangements used to recoup the VAT vary; it may be part factored into the price and the balance accrue to the Association; not taken into the price but paid in part to the Council part retained by the Association as it arises; or paid into a Community Fund for spending in consultation with the Council and other stakeholders. 

We have re-calculated each area’s transfer price assuming that 80% of VAT could be recovered and taken into account in the calculation.  The results show that the total dowry requirement is still very large at £301 million, and no area has a positive value.  

A combination of the above may enable further reduction in total dowry requirement but prudent assumptions would indicate that dowry for whole stock transfer would be excessive and not likely to be supported by Government.

What this analysis shows is that while whole stock Transfer would not be a practical proposition, the same conclusion is not true of area-based Transfer.  Where both tenants and the Council want this option, financial support would still be necessary to achieve it from whatever source.  We explore the partial transfer option further later in this section.

11.4 Impact upon the HRA and the General Fund  

Partial or area-based Transfer needs to be analysed in terms of its effect upon the balance of the HRA and upon the Council’s General Fund.  Our financial modelling of a residual HRA suggests that if applied to the number of areas where transfer is supported by tenants it would not result in significant “damage” to it.

In terms of the General Fund, partial Transfer would result in a reduction in the need for support services currently provided by General Fund Departments to NPHL.  This may result in a loss of economies of scale, and would need to be examined further before any applications to the Transfer Disposal Programme are made.  

11.5 Area Based Mixed Model

The result of resident consultation carried out as part of the whole stock option appraisal has demonstrated that there is no single solution that would be supported by residents at this stage.

It is also clear from tenant and leaseholder consultation that residents in each area are eager to consider locally specific solutions for their area so that early solutions can be found to their urgent investment need.

This incremental approach has influenced the Council to consider that a “one size fits all” solution is not appropriate for a Council of the size and complexity of Salford and that a “local solutions for local places” approach is more suited to the prevailing conditions. This is borne out by the experience of delivering locally based solutions through regeneration schemes which have enabled a greater range of choice for tenants and a higher degree of tenant and resident involvement at both strategic and operational levels. As demonstrated in the financial analysis above, a separate solution for the key investment areas reduces business plan deficits for the remaining stock.  

The “local solutions” or “mixed model” approach is also supported by a thorough analysis of the Council’s base case position backed up by robust intelligence gained through comprehensive stock condition data. 

The strategy developed thus far takes account of a number of factors, including:

· Wishes expressed by tenants and leaseholders

· The need for affordable rents

· The protection of tenants and leaseholder rights

· Practical issues concerning deliverability

· Financial imperatives

· The likely availability of additional financial resources

· Synergy with other major initiatives

· The need to develop a comprehensive proposal.

In general it was recognised that a single solution for almost 30,000 dwellings would be impractical. This decision was influenced by the results of consultation carried out on the options appraisal to date. Following the analysis of stock condition data and discussions with residents and members a decision was made to develop the mixed approach to meet local needs in local communities.

Taking account of the above factors we now consider the options that provide the “best fit” suited to the specific conditions that prevail within each area.

11.6 Central Salford

The table below presents a profile of investment that would be delivered under an ALMO option and a PFI option. In this case the PFI option is presented purely by way of comparison as we establish that a PFI scheme is not likely to be deliverable in practice for this area.

Under the ALMO option we present two scenarios encompassing (i)100% level of resources required and, (ii) 80% level of resources to reflect  latest GONW guidance on the overall level of resources that would be available to support ALMO bids in the current and forthcoming bid rounds.

Table: Central Salford Investment under PFI and ALMO

[image: image40.emf]Evaluation matrix possible options

Capital Works  5 yrs 30 yrs 5 yrs 30 yrs 5 yrs 30 yrs

Future Major Works + Catch up works

£43,337,702 £180,826,227 £43,337,702 £142,477,282 £34,670,161 £133,809,741

New Build Social Rented

£0 £0 £0 £0 £0 £0

Improvements

£19,138,023 £25,176,164 £14,475,284 £14,475,284 £11,580,227 £11,580,227

Exceptional Extensive Works

£7,417,638 £7,417,638 £7,417,638 £7,417,638 £5,934,110 £5,934,110

Estate Remodelling

£3,045,012 £3,791,582 £2,317,825 £2,317,825 £1,854,260 £1,854,260

Sheltered Scheme Remodelling

£627,350 £627,350 £0 £0 £0 £0

Aids and Adaptations

£1,189,182 £7,135,090 £713,509 £4,281,054 £713,509 £4,281,054

Related Assets

£1,456,349 £8,738,094 £0 £0 £0 £0

Contingent Major Repairs £953,785 £5,722,712 £953,785 £953,785 £763,028 £763,028

Total £77,165,040 £239,434,857 £69,215,743 £171,922,868 £55,515,296 £158,222,421

Investment per unit £11,235 £34,862 £10,078 £25,032 £8,083 £23,038

ALMO 100%

Decent Homes Standard Salford Standard

PFI ALMO 80%

Decent Homes Standard


ALMO and Regeneration in Central Salford

Central Salford is characterised by a number of agreed, developing or emerging neighbourhood level regeneration plans and proposals. An ambitious international competition has resulted in the appointment of consultants to produce a Strategic Regeneration Framework (SRF) for Central Salford by September 2005 and a Central Salford URC will guide the development and delivery of the SRF. Central Salford is currently the major focus of intervention by the Manchester Salford Housing Market Renewal Pathfinder.

Housing led interventions will be pivotal to the successful regeneration of one of the country’s most deprived areas and the renewal of one of its most dysfunctional housing markets. Given the scale of interventions planned or underway however, it is essential that all housing investment and activity is considered within the wider context and framework provided by the Central Salford SRF and agreed Neighbourhood Plans, masterplans and local development frameworks. It will be essential to align all investment and funding programmes including the DHS funding programmes. 

Whilst the council is committed to achieving the government’s target for DHS compliance we also feel that there is a potential contradiction between the short term need to invest in council homes to meet the target and the need to plan and deliver the longer term regeneration and Housing Market Renewal objectives and aspirations for Central Salford. This contradiction requires flexible thinking within government as well as within the City Council in order to achieve its resolution.

As a consequence of the need to meet DHS by 2010, the need to secure a transformation in housing demand and supply over the next 10 to 15 years, the need to comply with agreed local plans and the need to align all housing investment and interventions with the soon to be produced SRF it is essential that a different and innovative approach to managing and investing in council homes is adopted for Central Salford. We feel an ALMO based vehicle with a regeneration focussed governance and structure will be critical for Central Salford. A Regeneration ALMO will:

· Support the planning and management of change for existing council tenants including the delivery of other investment options;

· Lead or support where appropriate the process of Neighbourhood Planning with local communities, not just council tenants:

· Provide or commission others to provide the principal landlord functions;

· Contribute significantly to the development and delivery of Neighbourhood Management;

· Seek to meet the DHS in different ways such as the development of plans with tenants that lead to the building of new affordable homes for rent and sale either before or beyond the 2010 target;

· Provide a new investment option for the DHS programme and the provision of new affordable homes; 

· Provide new opportunities for community and/or tenant led governance.  

Following Option Appraisal sign-off we would suggest that the Council works towards the submission of an ambitious but essential ALMO based solution for Central Salford that could also indicate a new role and purpose for the ALMO model beyond the DHS programme.   

PFI and regeneration in Central Salford

In addition to an ALMO based solution for Central Salford we also feel the complexities of the varying investment needs of the housing stock, the need to support the transformational agenda of Housing Market Renewal and the Central Salford SRF and the need to maximise choice where possible for tenants lends credence to the development of a PFI proposal for the Pendleton area of Central Salford.

Our underpinning rationale suggests that the council would not be able to implement PFI to meet decent homes across its whole stock and the revenue difficulties in the HRA would mean a contract could not be supported across the whole of the City. PFI may be a solution in certain areas where the priority is for co-alignment with wider regeneration is driven by weaknesses in the housing market requiring transformational change. Given that Central Salford is at the heart of the Housing Market Renewal Initiative with significant opportunities for linkage to wider regeneration principles and the need to develop a mixed tenure solution it appears to be in the high priority category for such an approach. However a well defined strategy for sustainable and any non sustainable stock needs to be in place before implementation. This would be crucial for delivery and given the conditions of flux within the housing market in Central Salford, PFI is not likely to be a realistic solution within the decent homes timescale other than within the Pendleton area where the masterplanning process is further advanced. PFI requires a long lead in time and an early decision would be required to allow sufficient time to develop a PFI scheme within the Decent Homes timetable.

For PFI to work a long term business plan must be viable. If a clear strategy to for sustainable and non sustainable stock has not yet emerged it would be difficult to build a viable business plan that represented value for money and was fundable.  
Stock Transfer in Central Salford

Stock transfer would require a high level of gap funding in this area due to the particularly high investment needs of the stock.  We estimate a stock transfer gap funding requirement of some £93 million.

If an RSL subsidiary option is preferred the Housing Corporation stringent registration criteria would need to be met.

A coherent and fundable business plan would be difficult to achieve whilst there is significant uncertainty about the shape and size of the sustainable and non sustainable stock.

Gap funding for stock transfer is cheaper for central government than 2* ALMO funding, and delivers a higher level of investment.  However it is important to find a model that can minimise the corporate costs in order to make transfer affordable to the Council. However if stock transfer is not deliverable in this area then this option would not contribute to the creation of a viable HRA business plan.

Sheltered Accommodation in Central Salford

Further consultation is underway with residents of sheltered accommodation as part of a city wide review. Here may be an option to incorporate sheltered housing within Central Salford into other funding options e.g. one or more of the proposed local housing companies in other areas. This will be explored with residents as part of the consultation process.

11.7 Pendleton Precinct

The table below presents a profile of investment that would be delivered under an ALMO option and a PFI option. 

Under the ALMO option we present two scenarios encompassing (i)100% level of resources required and, (ii) 80% level of resources to reflect  latest GONW guidance on the overall level of resources that would be available to support ALMO bids in the current and forthcoming bid rounds.

Table: Pendleton Precinct Investment under PFI and ALMO

[image: image41.emf]Evaluation matrix possible options

Capital Works  5 yrs 30 yrs 5 yrs 30 yrs 5 yrs 30 yrs

Future Major Works + Catch up works

£21,777,555 £104,423,241 £21,777,555 £62,311,035 £17,422,044 £57,955,524

New Build Social Rented

£20,830,286 £24,475,585 £0 £0 £0 £0

Improvements

£5,081,890 £8,692,810 £3,838,020 £3,838,020 £3,070,416 £3,070,416

Exceptional Extensive Works

£9,747,647 £9,747,647 £9,747,647 £9,747,647 £7,798,118 £7,798,118

Estate Remodelling

£12,715,250 £12,808,550 £1,374,247 £1,374,247 £1,099,398 £1,099,398

Sheltered Scheme Remodelling

£0 £0 £0 £0 £0 £0

Aids and Adaptations

£486,200 £2,917,201 £291,720 £1,750,320 £291,720 £1,750,320

Related Assets

£595,432 £3,572,593 £0 £0 £0 £0

Contingent Major Repairs £228,420 £1,370,523 £228,420 £228,420 £182,736 £182,736

Total £71,462,681 £168,008,149 £37,257,610 £79,249,690 £29,864,432 £71,856,512

Investment per unit £25,450 £59,832 £13,268 £28,223 £10,635 £25,590

ALMO 80%

Decent Homes Standard Salford Standard Decent Homes Standard

ALMO 100% PFI


Our analysis for Pendleton indicates that:

· Council retention is not an option.  Failure to adopt a sound investment strategy for council owned homes in this area would counteract any proposed regeneration activity together with impacts on possible deterioration in the condition of the housing stock and in the quality and effectiveness of services to tenants and stakeholders.

· An ALMO solution is not appropriate for the area given the need to ensure improvements to the physical environment, replace more than 860 homes and re-provide some 430 social rented homes.

· An RSL based solution is not feasible in view of the extent of the dowry requirement for the 2,000 retained homes (estimated at £26,970 per retained home – an unprecedented level of gap funding in our experience) in addition to the remodelling and redevelopment costs.  The total subsidy from dowry (as all Social Housing Grant resources are earmarked for other projects) is estimated to amount to more than £70 million. 

· The Option Appraisal Matrix for the Precinct area indicates that PFI is preferable to both Transfer and ALMO solutions. PFI would deliver investment beyond decent homes and provide for remodelling and new provision essential for the sustainability of the area, ensuring best fit with wider strategic housing market renewal and regeneration interventions.

· The PFI option has the overwhelming support of tenants as evidenced through the phase three consultation exercise.

Our conclusion indicates PFI as the preferred option for the Pendleton area.

11.8 Beechfarm

As discussed earlier this estate is subject to mining subsidence and estimated costs indicate that refurbishment may be uneconomic. The Council is treating Beechfarm as a separate consultation area and is exploring with tenants options for redevelopment. Alternative funding routes including those available through the Coalfields Communities programme are also being explored.

Given the special conditions that apply to the Beechfarm estate we believe that a “holding option” within an ALMO is required until further neighbourhood planning is completed. 

In conclusion we would recommend ALMO as the preferred option for Central Salford alongside an area specific PFI scheme for the Pendleton Precinct area.

11.9 Ordsall

The table below presents a profile of investment that would be delivered under an ALMO option and a PFI option and a stock transfer option. 

Under the ALMO option we present two scenarios encompassing (i)100% level of resources required and, (ii) 80% level of resources to reflect  latest GONW guidance on the overall level of resources that would be available to support ALMO bids in the current and forthcoming bid rounds.

Table: Ordsall Investment under PFI, ALMO and Stock Transfer

[image: image42.emf]Evaluation matrix possible options

Capital Works  5 yrs 30 yrs 5 yrs 30 yrs 5 yrs 30 yrs 5 yrs 30 yrs

Future Major Works + Catch up works

£7,857,837 £44,390,574 £7,857,837 £32,772,647 £6,286,270 £31,201,080 £7,857,837 £44,390,574

New Build Social Rented

£0 £0 £0 £0 £0 £0 £0 £0

Improvements

£4,668,860 £5,883,140 £3,342,960 £3,342,960 £2,674,368 £2,674,368 £4,668,860 £5,883,140

Exceptional Extensive Works

£1,065,332 £1,065,332 £1,065,332 £1,065,332 £852,266 £852,266 £1,065,332 £1,065,332

Estate Remodelling

£472,390 £587,765 £370,995 £370,995 £296,796 £296,796 £472,390 £587,765

Sheltered Scheme Remodelling

£204,700 £204,700 £0 £0 £0 £0 £204,700 £204,700

Aids and Adaptations

£298,854 £1,793,123 £179,312 £1,075,874 £179,312 £1,075,874 £298,854 £1,793,123

Related Assets

£365,996 £2,195,974 £0 £0 £0 £0 £365,996 £2,195,974

Contingent Major Repairs £136,732 £820,392 £136,732 £136,732 £109,386 £109,386 £136,732 £820,392

Total £15,070,700 £56,941,000 £12,953,168 £38,764,539 £10,398,397 £36,209,768 £15,070,700 £56,941,000

Investment per unit £8,732 £32,990 £7,505 £22,459 £6,025 £20,979 £8,732 £32,990

Salford Standard Decent Homes Standard

ALMO 100% PFI ALMO 80%

Decent Homes Standard

Stock Transfer

Salford Standard


Ordsall displays many similar characteristics to the Central Salford area and is part of the Housing Market Renewal Pathfinder area. Again for Ordsall, it is essential that all housing investment and activity is considered within the wider context and framework provided by the Central Salford SRF and agreed Neighbourhood Plans, masterplans and local development frameworks. It will be essential to align all investment and funding programmes including the DHS funding programmes as for the rest of Central Salford. 

The evaluation matrix suggested that three options – ALMO, PFI or stock transfer might be possible solutions for Ordsall. 

PFI emerges as the preferred option of those tenants who responded to the phase three consultation exercise, with ALMO as the second preference, followed by stock transfer.

However it is extremely unlikely that the City Council would be allowed to proceed with more than one PFI scheme in concurrent development without first demonstrating significant progress in delivery of one scheme. This would leave a choice between the Pendleton scheme and any proposed PFI for Ordsall. The Pendleton scheme is a large and complex proposal with complex challenges and would be threatened if it were to be enlarged by the addition of another area as significant in size and complexity as Ordsall.  We understand that if a strategic choice needs to be made that the centrality of Pendleton’s regeneration to the success of the HMR and local development framework would drive the need for alternative option to meet the DHS in Ordsall.

Including Ordsall within a regeneration focussed ALMO for Central Salford would seem to be the “best fit” solution enabling parallel outcomes as described above in section 11.5 including:

· Meeting the DHS in different ways such as the development of plans with tenants that lead to the building of new affordable homes for rent and sale either before or beyond the 2010 target;

· Providing a new investment option for the DHS programme and the provision of new affordable homes; 

· Providing new opportunities for community and/or tenant led governance.  

In conclusion we would recommend ALMO as the preferred option for Ordsall.

11.10 Eccles, Barton and Winton

The available potential options for this area flowing from the evaluation matrix are a two star ALMO, stock transfer to an existing RSL or stock transfer to a local housing company.

As the investment produced by either transfer option would be broadly similar the table below presents information in the form of two options – ALMO and stock transfer. 

Under the ALMO option we present two scenarios encompassing (i)100% level of resources required and, (ii) 80% level of resources to reflect  latest GONW guidance on the overall level of resources that would be available to support ALMO bids in the current and forthcoming bid rounds.

Table: Eccles Barton & Winton Investment under ALMO and Stock Transfer

[image: image43.emf]Evaluation matrix possible options

Capital Works  5 yrs 30 yrs 5 yrs 30 yrs 5 yrs 30 yrs

Future Major Works + Catch up works

£27,769,817 £140,386,422 £27,769,817 £104,174,272 £22,215,853 £98,620,308

New Build Social Rented

£0 £0 £0 £0 £0 £0

Improvements

£10,156,488 £13,392,770 £7,005,589 £7,005,589 £5,604,471 £5,604,471

Exceptional Extensive Works

£8,012,192 £8,012,192 £8,012,192 £8,012,192 £6,409,754 £6,409,754

Estate Remodelling

£6,469,250 £8,425,160 £1,399,713 £1,399,713 £1,119,770 £1,119,770

Sheltered Scheme Remodelling

£671,900 £671,900 £0 £0 £0 £0

Aids and Adaptations

£916,473 £5,498,840 £549,884 £3,299,304 £549,884 £3,299,304

Related Assets

£1,122,373 £6,734,236 £0 £0 £0 £0

Contingent Major Repairs £487,555 £2,925,332 £487,555 £487,555 £390,044 £390,044

Total £55,606,048 £186,046,852 £45,224,750 £124,378,625 £36,289,777 £115,443,652

Investment per unit £10,506 £35,150 £8,544 £23,499 £6,856 £21,811

ALMO 100%

Decent Homes Standard Salford Standard Decent Homes Standard

ALMO 100% Stock Transfer


ALMO Option

NPHL would need to achieve a satisfactory performance rating and resolve long term revenue issues before accessing 2* ALMO capital resources to achieve decent homes.    

There is a risk that performance improvements required for 2* ALMO funds may not be achieved within the timescale required.  The revenue position of the HRA may present delivery problems for an ALMO business plan in the long term.  

It may be possible to offer support to a 2* ALMO that has a sound 5 year business plan.

Given uncertainties regarding the revenue position a viable 30 year business plan may not be sustainable. 

The additional 5% available from 2* ALMO funds is unlikely to meet residents’ priorities for investment that go beyond decent homes.  Capital resources would not be available to support longer term investment needs either to reach the Salford Standard nor to maintain the stock at sustainable levels in the long term.

Stock transfer option

As per the current financial appraisal stock transfer would meet the Salford Standard but require substantial gap funding due to the investment needs of the stock. 

Careful consideration would need to be given to the higher costs associated with establishing a local housing company as compared with direct transfer to an existing RSL.

A new stand alone local housing company must meet the Housing Corporation stringent registration criteria. 

The size of the stock holding in this area would in principle support the development of a new stand alone company that may be viable and fulfil Housing Corporation registration requirements.

Gap funding for stock transfer is cheaper for central government than 2* ALMO funding, and delivers a higher level of investment.  However it is important to find a model that can minimise the corporate costs in order to make transfer affordable to the Council. 

A viable thirty year business plan is an essential prerequisite for stock transfer.

A deliverable local housing company would help create a viable HRA business plan in the long term for any residual stock.

Subject to levels of gap funding available, stock transfer could meet a higher level of investment in order to meet local priorities. 

This option is preferred amongst tenants as evidenced through phase three consultation exercise.

Proposals for stock transfer would need to be developed within the strategic framework for neighbourhood regeneration within this area and within the City.  In principle stock transfer can bring long term sustainability. 

The investment that could be achieved through stock transfer could provide opportunities for improvements in housing management performance and service standards.

In conclusion we would recommend Local Housing Company as the preferred option for Eccles, Barton and Winton.

11.11 Little Hulton

The available potential options for this area flowing from the evaluation matrix are a two star ALMO, stock transfer to an existing RSL or stock transfer to a local housing company.

As the investment produced by either transfer option would be broadly similar the table below presents information in the form of two options – ALMO and stock transfer. 

Under the ALMO option we present two scenarios encompassing (i)100% level of resources required and, (ii) 80% level of resources to reflect  latest GONW guidance on the overall level of resources that would be available to support ALMO bids in the current and forthcoming bid rounds.

Table: Little Hulton Investment under ALMO and Stock Transfer

[image: image44.emf]Evaluation matrix possible options

Capital Works  5 yrs 30 yrs 5 yrs 30 yrs 5 yrs 30 yrs

Future Major Works + Catch up works

£22,449,718 £152,001,159 £22,449,718 £107,775,003 £17,959,774 £103,285,059

New Build Social Rented

£0 £0 £0 £0 £0 £0

Improvements

£14,601,843 £18,051,517 £9,406,555 £9,406,555 £7,525,244 £7,525,244

Exceptional Extensive Works

£0 £0 £0 £0 £0 £0

Estate Remodelling

£842,300 £1,077,800 £756,805 £756,805 £605,444 £605,444

Sheltered Scheme Remodelling

£589,050 £589,050 £0 £0 £0 £0

Aids and Adaptations

£1,023,479 £6,140,873 £614,087 £3,684,524 £614,087 £3,684,524

Related Assets

£1,253,419 £7,520,512 £0 £0 £0 £0

Contingent Major epairs £344,878 £2,069,267 £344,878 £344,878 £275,902 £275,902

Total £41,104,687 £187,450,179 £33,572,043 £121,967,765 £26,980,452 £115,376,174

Investment per unit £6,954 £31,712 £5,680 £20,634 £4,564 £19,519

ALMO 80%

Decent Homes Standard Salford Standard Decent Homes Standard

ALMO 100% Stock Transfer


ALMO Option

NPHL would need to achieve a satisfactory performance rating and resolve long term revenue issues before accessing 2* ALMO capital resources to achieve decent homes.    

There is a risk that performance improvements required for 2* ALMO funds may not be achieved within the timescale required.  The revenue position of the HRA may present delivery problems for an ALMO business plan in the long term.  

It may be possible to offer support to a 2* ALMO that has a sound 5 year business plan.

Given uncertainties regarding the revenue position a viable 30 year business plan may not be sustainable. 

The additional 5% available from 2* ALMO funds is unlikely to meet residents’ priorities for investment that go beyond decent homes.  Capital resources would not be available to support longer term investment needs either to reach the Salford Standard nor to maintain the stock at sustainable levels in the long term.

Stock transfer option

As per the current financial appraisal stock transfer would meet the Salford Standard but require substantial gap funding due to the investment needs of the stock. 

Careful consideration would need to be given to the higher costs associated with establishing a local housing company as compared with direct transfer to an existing RSL.

A new stand alone local housing company must meet the Housing Corporation stringent registration criteria. 

The size of the stock holding in this area would in principle support the development of a new stand alone company that may be viable and fulfil Housing Corporation registration requirements.

Gap funding for stock transfer is cheaper for central government than 2* ALMO funding, and delivers a higher level of investment.  However it is important to find a model that can minimise the corporate costs in order to make transfer affordable to the Council. 

A viable thirty year business plan is an essential prerequisite for stock transfer.

A deliverable local housing company would help create a viable HRA business plan in the long term for any residual stock.

Subject to levels of gap funding available, stock transfer could meet a higher level of investment in order to meet local priorities. 

This option is preferred amongst tenants as evidenced through phase three consultation exercise.

Proposals for stock transfer would need to be developed within the strategic framework for neighbourhood regeneration within this area and within the City.  In principle stock transfer can bring long term sustainability. 

The investment that could be achieved through stock transfer could provide opportunities for improvements in housing management performance and service standards.

In conclusion we would recommend Local Housing Company as the preferred option for Little Hulton.

11.12 Swinton and Pendlebury

The available potential options for this area flowing from the evaluation matrix are a two star ALMO, stock transfer to an existing RSL or stock transfer to a local housing company.

As the investment produced by either transfer option would be broadly similar the table below presents information in the form of two options – ALMO and stock transfer. 

Under the ALMO option we present two scenarios encompassing (i)100% level of resources required and, (ii) 80% level of resources to reflect  latest GONW guidance on the overall level of resources that would be available to support ALMO bids in the current and forthcoming bid rounds.

Table: Swinton and Pendlebury Investment under ALMO and Stock Transfer

[image: image45.emf]Evaluation matrix possible options

Capital Works  5 yrs 30 yrs 5 yrs 30 yrs 5 yrs 30 yrs

Future Major Works + Catch up works

£20,561,979 £84,616,714 £20,561,979 £68,211,914 £16,449,583 £64,099,518

New Build Social Rented

£0 £0 £0 £0 £0 £0

Improvements

£8,285,880 £10,326,300 £6,120,060 £6,120,060 £4,896,048 £4,896,048

Exceptional Extensive Works

£0 £0 £0 £0 £0 £0

Estate Remodelling

£1,342,475 £1,748,845 £867,508 £867,508 £694,007 £694,007

Sheltered Scheme Remodelling

£25,400 £25,400 £0 £0 £0 £0

Aids and Adaptations

£571,562 £3,429,373 £342,937 £2,057,624 £342,937 £2,057,624

Related Assets

£699,972 £4,199,833 £0 £0 £0 £0

Contingent Major Repairs £198,116 £1,188,694 £198,116 £198,116 £158,492 £158,492

Total £31,685,384 £105,535,158 £28,090,600 £77,455,222 £22,541,068 £71,905,689

Investment per unit £9,599 £31,971 £8,510 £23,464 £6,829 £21,783

ALMO 80%

Decent Homes Standard Salford Standard Decent Homes Standard

ALMO 100% Stock Transfer


ALMO Option

NPHL would need to achieve a satisfactory performance rating and resolve long term revenue issues before accessing 2* ALMO capital resources to achieve decent homes.    

There is a risk that performance improvements required for 2* ALMO funds may not be achieved within the timescale required.  The revenue position of the HRA may present delivery problems for an ALMO business plan in the long term.  

It may be possible to offer support to a 2* ALMO that has a sound 5 year business plan.

Given uncertainties regarding the revenue position a viable 30 year business plan may not be sustainable. 

The additional 5% available from 2* ALMO funds is unlikely to meet residents’ priorities for investment that go beyond decent homes.  Capital resources would not be available to support longer term investment needs either to reach the Salford Standard nor to maintain the stock at sustainable levels in the long term.

Stock transfer option

As per the current financial appraisal stock transfer would meet the Salford Standard but require substantial gap funding due to the investment needs of the stock. 

Careful consideration would need to be given to the higher costs associated with establishing a local housing company as compared with direct transfer to an existing RSL.

A new stand alone local housing company must meet the Housing Corporation stringent registration criteria. 

The size of the stock holding in this area would in principle support the development of a new stand alone company that may be viable and fulfil Housing Corporation registration requirements.

Gap funding for stock transfer is cheaper for central government than 2* ALMO funding, and delivers a higher level of investment.  However it is important to find a model that can minimise the corporate costs in order to make transfer affordable to the Council. 

A viable thirty year business plan is an essential prerequisite for stock transfer.

A deliverable local housing company would help create a viable HRA business plan in the long term for any residual stock.

Subject to levels of gap funding available, stock transfer could meet a higher level of investment in order to meet local priorities. 

This option is preferred amongst tenants as evidenced through phase three consultation exercise.

Proposals for stock transfer would need to be developed within the strategic framework for neighbourhood regeneration within this area and within the City.  In principle stock transfer can bring long term sustainability. 

The investment that could be achieved through stock transfer could provide opportunities for improvements in housing management performance and service standards.

There is a slightly higher degree of support amongst tenants for stock transfer to an existing RSL than to a local housing company. 

Following conclusion of phase three consultation we now have evidence of significant tenant support for stock transfer to local housing companies across the rest of West Salford. This now opens up an opportunity for tenants of Swinton and Pendlebury to be part of a group or federal structure of local housing companies across West Salford. Irlam and Cadishead could now be presented with an option of becoming part of a wider structure that would bring enhanced local accountability and tenant involvement in governance as well as meet the Salford Standard.

We would suggest this option is further explored with tenants in the run up to stock transfer disposal programme applications in September/October 2005.

In conclusion we would recommend stock transfer to an existing RSL or Local Housing Company as the preferred option for Swinton and Pendlebury.

11.13 Irlam and Cadishead

The available potential options for this area flowing from the evaluation matrix are a two star ALMO, stock transfer to an existing RSL or stock transfer to a local housing company.

As the investment produced by either transfer option would be broadly similar the table below presents information in the form of two options – ALMO and stock transfer. 

Under the ALMO option we present two scenarios encompassing (i)100% level of resources required and, (ii) 80% level of resources to reflect  latest GONW guidance on the overall level of resources that would be available to support ALMO bids in the current and forthcoming bid rounds.

Table: Irlam and Cadishead Investment under ALMO and Stock Transfer

[image: image46.emf]Evaluation matrix possible options

Capital Works  5 yrs 30 yrs 5 yrs 30 yrs 5 yrs 30 yrs

Future Major Works + Catch up works

£11,101,575 £54,880,911 £11,101,575 £40,823,240 £8,881,260 £38,602,925

New Build Social Rented

£0 £0 £0 £0 £0 £0

Improvements

£5,744,980 £7,602,160 £4,513,320 £4,513,320 £3,610,656 £3,610,656

Exceptional Extensive Works

£0 £0 £0 £0 £0 £0

Estate Remodelling

£721,450 £900,350 £493,011 £493,011 £394,409 £394,409

Sheltered Scheme Remodelling

£541,200 £541,200 £0 £0 £0 £0

Aids and Adaptations

£356,512 £2,139,073 £213,907 £1,283,444 £213,907 £1,283,444

Related Assets

£436,608 £2,619,647 £0 £0 £0 £0

Contingent Major epairs £189,661 £1,137,967 £189,661 £189,661 £151,729 £151,729

Total £19,091,986 £69,821,308 £16,511,475 £47,302,676 £13,251,961 £44,043,162

Investment per unit £9,272 £33,910 £8,019 £22,974 £6,436 £21,391

ALMO 80%

Decent Homes Standard Salford Standard Decent Homes Standard

ALMO 100% Stock Transfer


ALMO Option

NPHL would need to achieve a satisfactory performance rating and resolve long term revenue issues before accessing 2* ALMO capital resources to achieve decent homes.    

There is a risk that performance improvements required for 2* ALMO funds may not be achieved within the timescale required.  The revenue position of the HRA may present delivery problems for an ALMO business plan in the long term.  

It may be possible to offer support to a 2* ALMO that has a sound 5 year business plan.

Given uncertainties regarding the revenue position a viable 30 year business plan may not be sustainable. 

The additional 5% available from 2* ALMO funds is unlikely to meet residents’ priorities for investment that go beyond decent homes.  Capital resources would not be available to support longer term investment needs either to reach the Salford Standard nor to maintain the stock at sustainable levels in the long term.

Stock transfer option

If deliverable stock transfer would enable the receiving landlord to fund the programme of works required to achieve decent homes.

As per the current financial appraisal stock transfer would require gap funding due to the investment needs of the stock.  

If an RSL subsidiary option is preferred the Housing Corporation stringent registration criteria would need to be met.

A direct transfer into an existing RSL would not require separate registration. 

Gap funding for stock transfer is cheaper for central government than 2* ALMO funding, and delivers a higher level of investment.  However it is important to find a model that can minimise the corporate costs in order to make transfer affordable to the Council. However it is important to find a model that can minimise the corporate costs in order to make transfer affordable to the Council. A viable thirty year business plan is an essential prerequisite for stock transfer.

Subject to levels of gap funding available, stock transfer could meet a higher level of investment in order to meet local priorities. 

Proposals for stock transfer would need to be developed within the strategic framework for neighbourhood regeneration within this area and within the City.  In principle stock transfer can bring long term sustainability. 

The investment that could be achieved through stock transfer could provide opportunities for improvements in housing management performance and service standards.

It will be important to develop a model that delivers local focus whilst minimising the risks associated with partial stock transfer. In this particular area in principle it would be possible to transfer to an existing RSL or a newly created subsidiary of an existing RSL.

It is unlikely here that a stand alone local housing company model would be viable given the stock numbers involved. 

Phase three consultation in this area presented 2* ALMO and stock transfer to an existing RSL as the viable options. Given the number of stock in the Irlam and Cadishead area it is unlikely that a new stand alone local housing company would be viable. 

Given these two options tenants have stated a preference for the 2* ALMO option but with a clear message that there is a tenant preference for greater involvement and participation in governance for their area.

Following conclusion of phase three consultation we now have evidence of significant tenant support for stock transfer to local housing companies across the rest of West Salford. This now opens up an opportunity for tenants of Irlam and Cadishead to be part of a group or federal structure of local housing companies across West Salford. Irlam and Cadishead could now be presented with an option of becoming part of a wider structure that would bring enhanced local accountability and tenant involvement in governance as well as meet the Salford Standard.

We suggest that further consultation is undertaken within this area exploring with tenants whether this opportunity or further option has any support. If so it seems a reasonable approach to include this area as part of a West Salford local housing companies proposal. 

If this option is not supported then the alternative for Irlam and Cadishead would be to pursue the 2* ALMO option.

11.14 Mixed Model Approach

Following the results from phase three consultation it emerges that there are common threads that distinguish a different approach in general for West Salford and Central Salford.

In West Salford there is evidence of significant tenant support for some form of stock transfer. Given this support (and subject to availability of sufficient gap funding from Government) it would be possible to explore opportunities to develop a group or federal structure for a series of local housing companies.

This would have advantages over and above separate stand alone companies in terms of:

· Lower set up costs

· Lower infrastructure and overhead costs

· Potential for group wide tax efficiencies (in relation to VAT and Corporation Tax)

· More coherent and cost effective delivery of central support services such IT, human resources, treasury management and others.

At the same time such a structure could be developed to ensure maximum autonomy and control lies at the local level, so that local tenants and members are able to shape the future direction of services and investment at a more local level, whilst being part of a wider structure providing efficient and economical central and support services.

In Central Salford a key driver is the need for co-alignment with wider strategy for regeneration and in particular the interventions that are beginning to take place and planned within the Housing Market Renewal Pathfinder area.

In much of this are there are greater uncertainties in regard to the sustainability of stock. There are key drivers around the need to bring forward a high quality housing product through new development. There is some tension here with the decent homes agenda and this has been recognised by ODPM.

In this context it is suggested that a 2* ALMO provides greater flexibility to deal with the decent homes agenda within the context of wider regeneration drivers.

Pendleton is central to the successful delivery of a healthy housing market within the Pathfinder strategic framework for Central Salford. The local regeneration framework and masterplanning process is well advanced and would dovetail into a proposed PFI solution. This solution would meet both the requirement for decent homes and the need to transform the housing market in that area.

Acknowledging the above rationale and using the results of the area based evaluations, we have produced a suggested mixed model indicating the financial implications of particular preferred options for each area. This is demonstrated in the table below:

Table: Area based mixed model – Investment produced by area and option

[image: image47.emf]Proposed mixed model

Capital Works  5 yrs 30 yrs 5 yrs 30 yrs 5 yrs 30 yrs 5 yrs 30 yrs

Precinct

£71,462,681 £168,008,149 £71,462,681 £168,008,149

Ordsall

£12,953,168 £38,764,539 £12,953,168 £38,764,539

Central Salford

£69,215,743 £171,922,868 £69,215,743 £171,922,868

Beechfarm

£13,768,063 £21,702,147 £13,768,063 £21,702,147

Eccles Barton & Winton

£55,606,048 £186,046,852 £55,606,048 £186,046,852

Little Hulton

£41,104,687 £187,450,179 £41,104,687 £187,450,179

Swinton & Pendlebury

£31,685,384 £105,535,158 £31,685,384 £105,535,158

Irlam and Cadishead

£19,091,986 £69,821,308 £19,091,986 £69,821,308

Total £71,462,681 £168,008,149 £95,936,974 £232,389,554 £147,488,105 £548,853,497 £314,887,760 £949,251,200

Investment per unit £25,450 £59,832 £10,521 £25,484 £8,904 £33,135 £11,052 £33,318

Total (80% Almo bid) £76,939,052 £337,429,421

Investment per unit (80% ALMO bid) £8,437 £37,003

Stock 2,808 9,119 16,564 28,491

Stock Transfer ALMO PFI All Options


The above table illustrates the total amount of investment and per unit investment for each of the potential options within each area:

1. ALMO

A total of 9,119 properties in Central Salford, Ordsall and Beechfarm would require a bid of some £81 million at £10,000 per property.

2. PFI 

A total of 2,808 properties in Pendleton Precinct would require estimated PFI credits in the order of £170 million at £60,500 per property.

3. Partial stock transfer to local housing companies

A total of 16,564 properties covering the remaining stock, requiring a dowry of £157
 million (£10,100 per unit).

The deliverability of any of these options is contingent upon successful negotiation with ODPM and GONW in regards to the programme resources required to support each option.

It should be recognised that there are risks to this mixed approach including:

· The multiplication of fixed transaction costs for partial transfers, ALMOs and PFI 

· The Council is exposed to higher ballot risk arising from the difficulties surrounding consistencies in deals for tenants.  

· The risk of there being a proportion of stock that will not transfer and still need to be managed by the Council/NPHL.  

· There would clearly be a loss of rental income from the transferred stock to the HRA.  The required pro-rata savings in HRA management and maintenance budgets as well as savings required from other recharges to the HRA may be difficult to achieve.  

· Smaller partial solutions may reduce the potential to achieve TUPE savings with less opportunity to transfer finance, personnel, IT and other specialist staff or to secure service level agreements.  This would result in increased costs to the general fund. 

Present plans to manage these risks include:

· A programme of intensive area based consultation to ensure that any preferred solution has resident support.

· Work to review the cost base of the HRA through the Business Planning review team and change management process in order to ensure the Council is able to deal as efficiently as possible with plans for externalisation of the housing stock

· Make application for parallel ALMO bids as a contingency for proposed stock transfer and PFI areas

The advantages of developing a mixed solution approach are that it provides a strategy to address the stock with the most urgent investment need to meet decent homes at the soonest possible stage, whilst ensuring that the impact of solutions for these areas is considered in the context of the need for a solution for all stock.

A detailed risk assessment and risk management strategy will need be developed as the Council moves forward to implementation. By way of example a risk map has been produced for stock transfer to a local housing company and PFI as follows:

Local Housing Company Risk Register

	Risk
	Key Controls
	Monitoring procedure

	Change in government policy on social rents
	· Consultants keep in close communication with the OPDM.

· A range of sensitivity analysis have been performed on the business plan.
	· Report to Board when outcome of new information, for example on service charges, supporting people is announced

· Business plan reviewed/validated by HC/funders and independent validators

	Changes to the Council’s Corporate Housing Strategy
	· The Transfer is included in the Councils Corporate Housing Strategy.
	· Regular liaison with Salford City Council.

	RSL/ALMO Under Performance
	· Regular liaison with the Housing Corporation / ODPM/ Audit Commisssion and quarterly monitoring 

· Housing Corporation can intervene in the running of an RSL if it is under performing. 

· RSL business plan is tested against a range of scenarios.

· Salford City Council as the local authority and through the transfer agreement will closely monitor the performance of RSL/ALMO. 

· Implementation and monitoring of RSL/ALMO risk management policy.  
	· Regular liaison and reporting to all key stakeholders e.g. Housing Corporation, Salford City Council.

· Board will receive monthly reports on the performance of RSL/ALMO against a range of indicators. 

· RSL submit annual performance returns to the Housing Corporation. 

	RSL/ALMO Cost / time over runs
	· Improvement contracts will be let for five years, first two years prices are fixed and the following three years prices are linked to construction sector index. 

· Effective Project Management and lead in times.

· Detailed surveys have already been undertaken. 

· Partnering arrangements with contractors.

· As part of the procurement process a series of due diligence tests of all companies’ financial records were undertaken. 

· A builders bond will be taken out to cover RSL peak exposure on the contracts. If a contractor was to cease trading such a bond will assist in re tendering.    
	· Regular reports to the Board and stakeholders on performance.

· Regular meetings with the contractors to check on progress against the project plan and targets. 

	Changes to government policy.
	· Regular liaison with Government Office North West, ODPM and Housing Corporation. 
	· Regular reports on the regulatory and legislative developments to the board.

	Cannot attract funding /loan terms are unfavourable
	· Appointment of funding advisors to obtain competitive terms.

· Prepare attractive funding prospectus.

· Demand study to be completed before funding bids sought.

· Legal advisors confirm terms of loan agreement are not unduly unreasonable.
	· Closely monitored by the HC.

· Regular reports on progress to the Board via the project plan.

	Sharp increase in interest rates
	· Take funding advisors advice as to “hedging” or other financial instruments.

· Perform sensitivity analyses on the business plan.
	· Regular reports to the Board.

	Relevant grant is not secured.
	· If the grant cannot be secured the project will not be viable and may not proceed. 

· Source alternative grant funding

· Redefine services to mitigate need for an element/all grant

· Regular liaison meetings with NWDA, GONW, ODPM Community Housing Task Force, Housing Corporation. 
	· Regular liaison between all stakeholders involved. 

	Cannot agree valuation with Council
	· Regular “negotiation” meetings with the Council and their advisors to discuss all areas at issue.
	· Progress on negotiations reported to the Board

	Validation of stock condition raises fundamental problems with the original survey results
	· All issues discussed in joint negotiating meetings with the Council/advisors, and if the comments are valid then the valuation should be adjusted accordingly.
	· Progress on negotiations reported to the Board.

· SCC Stock Transfer Progress Group monitors the transfer and use project management tools.

	Adverse Environmental conditions / land contamination causes delay / hinders funding
	· Comprehensive risk management strategy developed.

· Desktop and other risk assessment tools put in place.

· In depth desktop investigation.

· Develop appropriate warranty and liability structure.

· Salford City Council seeks to underwrite potential risks with appropriate insurance products.

· Suitably qualified and experienced specialist consultants engaged.
	· Progress regularly reported to board

· Advisors, and SCC regularly monitor progress

	Council delays providing key information
	· Regular negotiating meetings will monitor receipt of key information requested.
	· Progress on negotiations reported to the Board

	Pension Scheme delays admission to pension scheme
	· Council staff responsible for the admission procedures. 

· Regular negotiating meetings will monitor progress.

· Legal advisors to assess the terms of the admission arrangement are fair to transferring and new staff.
	· Progress reported to the Board via the project plan

	Problems/delays with agreement on TUPE list/issues
	· Regular negotiating meetings will monitor progress.
	· Progress reported to the Board via the project plan

	Council cannot locate all title deeds
	· Regular negotiating meetings will monitor progress.

· Regular liaison between SCC legal advisors and RSL legal advisors.

· undertake voluntary registration with the Land Registry.
	· Progress reported to the Board via the project plan

· Liaison meetings with Council and Land Registry

	Delays in agreeing terms of service level agreements with the Council
	· Regular joint negotiating meetings monitor progress.
	· Progress reported to the Board via the project plan

	Cannot find permanent office accommodation.
	· Agree temporary accommodation arrangements with SCC.

· Remain in close contact with planning department  of SCC/ regeneration partners Consider hiring of local agent to locate suitable permanent/temporary offices.

· Extend temporary accommodation
	· Closely monitored by the Housing Corporation

· Report on progress to the Board via the project plan

	HC reject policies
	· Policies to be approved by Board will be developed with reference to existing RSL and NHF standard policies which are HC compliant.

· Opportunity to revise policies pre-transfer after the HC has made their comments.
	· Report to Board on any amendments proposed as a result of HC comments

	ODPM reject submission
	· Use of standard OPDM valuation model, with standard guidance.

· Not submitted to ODPM until valuation fully agreed, funding arranged in principle and HC officers have recommended registration to their Registration Committee.
	· Housing Company and advisors monitor progress made by SCC and advisors in their submission of the valuation model

· ODPM chase for receipt of model and any explanations/further information requested

	Board has insufficient skills 
	· Members drawn from wide range of skills.

· Board vacancy to be filled by someone with missing skills.

· Programme of regular training for Board members.
	· Regular skills “audit” to be introduced

· HC monitor closely

	Cannot recruit new independent Board member/ loss of Board member(s)
	· Advertisement of vacancy in local and relevant press.

· Use of contacts in relevant sectors.

· Use of NHF database of potential Board members.
	· Report to Board

· HC closely monitor

	Delay in appointing Chief Executive/FD and start date
	· Appointment of recruitment consultants.

· Consider appointment of interim manager or extend use of lead consultants.
	· Report on progress of appointment to Board

	Further risks of delivery post transfer
	· Risk management training for Board.

· Risk management policy and strategy to be prepared pre transfer to ensure key risks that would prevent the organisation meeting its objectives are effectively managed.

· Board to draw up risk profile and agree key controls.
	· Report to Board to regularly update risk profile and ensure risk management activity is effective.

	Loss of rental income through Right to buy
	· Salford City Council will negotiate win/win deal for receipts from right to buys sales enabling RSL to retain appropriate capital receipts, hence off setting the income foregone.

· The cost floor for right to buy sales (minimum at which a property can be sold after discount) will reflect RSL investment in the property.   
	· The business plan will be regular monitored. 

	Loss of rental income through voids
	· RSL/ALMO will establish a strategy to deal with empty properties which will include an early intervention policy where problems are identified. 

· RSL/ALMO will provide tenancy support where appropriate. 


	· RSL/ALMO housing management will regular monitor void data to identify emerging patterns or hot spots.

· The Housing Corporations regular monitoring of performance management data will focus on the management of voids.

	Failure of other regeneration programmes
	· Maintaining key linkages with the Regeneration Agencies and intervening at an early stage where problems are identified. 

· RSL neighbourhood management strategy.
	· Regular monitoring of neighbourhoods and the wider aspects of the regeneration programme.

· Regular liaison with the Regeneration team, the City Council and other key regeneration partners.


PFI Risk Register

	Activity
	Description of risk
	Risk borne by Contractor
	Risk borne by Authority
	Comments/Actions to be taken to minimise risk

	11.14.1 Demand
	Inability of LA to provide tenants
	· cost of securing properties
	· paying for service not used
	· Will not be a Compensation Event

· Not considered to be a real risk

	
	Failure of Authority to allocate by timescales in agreed procedure
	
	· loss of rental income

· increased costs

	· Will be a Compensation Event

	
	Void turnover
	· costs in excess of budget
	
	· Excessive void turnover will be a Compensation Event

	Detailed Planning
	Planning permission and/or Building Regulation approvals not granted
	· any costs in excess of budget
	
	· Detailed planning permission to be sought and discussions with Planning Officer and building control officer to take place pre-contract close 

	
	Planning permission and/or Building Regulation approvals

delayed
	· any costs in excess of budget 
	
	· Detailed planning permission to be sought and discussions with Planning Officer and building control officer to take place pre-contract close

· Will be a Compensation Event if Authority fails to administer an application for a Necessary Consents within the timescales normally achieved for comparable applications taking into account the information provided

	11.14.2 Design
	Design not complying with planning requirements and/or Building Regulation approvals
	· cost of redesign

· delay in receiving full unitary charge if failure to meet programme dates

· potential cost for the provision of alternative accommodation

· potential termination if long stop date extended
	
	· Discussions with Planning Officer and building control officer to take place pre financial close

	
	Stock condition survey and building surveys inaccurate
	· under-estimate of investment required and unitary charge too low

· delay in receiving full Unitary Charge

· potential costs for providing alternative accommodation

· potential termination if long stop date exceeded
	· any additional costs incurred as a result of Authority post survey works not being up to standard
	· Warranties from Surveyors to Contractor

· Bidders have agreed brief

· Bidders should note that stock condition and building surveys have  limitations 

· Bidders should make their own assessment of the necessity for risk pricing by bidder and sub-contractors

	
	Structural and/or latent defects become apparent during refurbishment
	· under-estimate of investment required and Unitary Charge too low

· delay in receiving full Unitary Charge

· potential cost of provision of alternative accommodation

· potential termination if long stop date exceeded
	· anything not revealed or ought not to be revealed by survey
	· Warranties from Surveyors to Contractor

· Bidders have agreed brief

· Bidders should note that stock condition and building surveys have  limitations

· Bidders should make their own assessment of the necessity for risk pricing by bidder and sub-contractors

· Structural or latent defects to be remedied to the extent output specification is met



	
	Discriminatory and specific changes in law
	· cost of complying with legislation
	
	· Discrimination and specific changes in law only apply to services.



	
	General changes of law
	· delay in receiving full unitary charge if failure to meet programme dates 

· increased costs
	
	· Will be agreed cap on capital expenditure by reference to a progressive cost share by the Authority

	
	Changes in Authority design requirements
	
	· failure to meet programme dates without compensation

· potential capital contribution and/or increased Unitary Charge if design requirements are more costly
	· Will be covered by the Authority Change procedures in the Contract

	
	Failure to mitigate Council risks and costs
	· Contractor to pay for excess costs
	
	· Detailed preparatory design work by Contractor and Sub-contractor on works approach by trade to achieve Availability Standards

· Pilot property and dwelling works for review between Council and Contractor

	
	Life expectancy
	· costs of future works to prolong life expectancy

· reduced unitary charge by virtue of unavailability or performance deductions associated with failure to meet target standards
	
	· Warranty from professional team and Contractor / sub-contractors 

	Ground structure/ environmental contamination
	Ground structure problems or environmental contamination problems arise which affect building structure, programmed works or availability of accommodation
	· cost of additional design works for ground structure problems

· delays in receiving full Unitary Charge

· potential cost of provision of alternative accommodation

· potential termination if long stop date exceeded
	· historic site contamination
	· site and ground surveys to the extent practical

· absence of historic incidences of contamination

	Construction/ Refurbishment Works Risk
	Inadequate interpretation of output specification 
	· cost of redesign

· delay in receiving full Unitary Charge if failure to meet programme date

· potential cost of provision of alternative accommodation

· potential termination if long stop date exceeded
	
	· Bidders should make their own assessment of the necessity for risk pricing by bidder and sub-contractors

· Pass through of risk to Sub-Contractor

	11.14.3 
	Consequential works costs including damage or disruption to tenant decorations, fittings and fixtures e.g. laminate flooring
	· Cost of repair or replacement

· Decorations allowances or decorations works costs
	
	· Bidders should make their own assessment of risk pricing by bidder and sub-contractors for consequential works costs

· Formal review of potential liability where there is essential internal works to leasehold dwellings prior to commencement of works and prior to Council commitment to works and leasehold liability costs

	11.14.4 
	Labour and materials costs
	· any costs in excess of budget
	
	· Pass through of risk to Sub-Contractor

	
	Vehicle parking outside or in immediate vicinity of properties for loading and unloading
	· any costs in excess of budget
	
	· Discussions with appropriate Council  Officers  pre and post contract close

· Bidders should make their own assessment of the necessity for risk pricing by bidder and sub-contractors

· Bidders to ensure pricing of parking fees

	
	Site/buildings conditions/interference by adjoining owners
	· any costs in excess of budget
	
	· Bidders should make their own assessment of the necessity for risk pricing by bidder and sub-contractors

· Pass through of risk to Sub-Contractor

	
	Access to Services
	· any costs in excess of budget
	
	· Council warranty on forms of lease

· Bidders should make their own assessment of the necessity for risk pricing by bidder and sub-contractors

	
	Site safety and security
	· any costs in excess of budget
	
	· Contractor / Sub-Contractor site security

· Adequate preparation pre and post contract close and consultation with appropriate Council officers

	
	CDM and all Health and Safety Requirements
	· any costs in excess of budget
	
	· Comprehensive and integrated approach to Health and Safety by Bidder with Sub-Contractors pre and post contract close

· Discussions with Council  Health and Safety Officer and other appropriate officers  pre and post contract close



	
	Changes in Authority works requirements
	
	· failure to meet programme dates without compensation

· potentially increased capital and/or unitary charge if design requirements are more costly
	· Will be covered by the Authority Change procedures in the Contract

	
	Delayed hand over of accommodation to Authority
	· delay in receiving full Unitary Charge if failure to meet programme dates

· reduced Unitary Charge for failure to meet milestone dates

· potential costs for provision of alternative accommodation

· potential termination if long stop date exceeded
	· failure to meet programme dates without compensation
	· Contract includes usual OGC Standard Guidance Relief Events, Force Majeure Events and also certain project specific Compensation Events

	
	Industrial action
	· delay in receiving full unitary charge if failure to meet programme dates

· reduced unitary charge for failure to meet completion date
	· general industrial action in construction industry delaying completion
	· General industrial action in construction industry will be a Relief Event

	
	Construction Sub contractor default
	· delay in receiving full unitary charge if failure to meet programme date

· costs in excess of budget if alternative supply is more costly

· risk of not recovering full losses from the defaulting subcontractor

· potential of costs of providing alternative accommodation

· potential termination if long stop date exceeded
	
	· Bidder and Sub-Contractor partnership development work pre and during procurement process and due diligence on Sub-Contractor 

· Pass through of risk to sub-contractor until liability cap reached

	
	Materials supply
	· delay in receiving full Unitary Charge if failure to meet programme date

· reduced Unitary Charge for failure to meet completion date

· costs in excess of budget if alternative supply is more costly
	
	· Contract will include usual OGC General Guidance Relief Events

	
	Exceptionally adverse weather
	· delay in receiving full Unitary Charge if failure to meet programme date

· potential costs of providing alternative accommodation

· potential termination if long stop date exceeded
	
	· Not a Relief Event. 

· Pass through to Sub-Contractor

	
	Vandalism/theft of materials
	· delay in receiving full unitary charge if failure to meet programme dates

· costs in excess of budget if alternative supply is more costly

· potential liquidated damages for alternative accommodation

· potential termination if long stop date exceeded
	
	· Contractor / Sub-Contractor site security

	
	Industrial action by a supplier, transporter or manufacturer of materials
	· delay in receiving full unitary charge if failure to meet programme dates
	· failure to meet programme dates without compensation
	· General construction industry industrial action will be a Relief Event

	
	Loss of dwelling due to RTB/RTM
	· should be no better no worse position
	· costs of any works not covered by proceeds of sale

· not straight line write down of costs
	· Covered by Dwelling Numbers and Tenure Change procedure and mechanism

	11.14.5 
	Discriminatory and Specific Changes in Law
	· Cost of Complying with legislation
	
	· Discrimination and specific changes in law are only Compensation Events for Services

	11.14.6 
	General Changes in Law
	· delay in receiving revenue full Unitary Charge if failure to meet programme dates 

· increased costs
	· increased costs, as per Authority’s progressive cost share
	· Will be agreed cap on capital expenditure by reference to a progressive cost share by the Authority

	11.14.7 
	Damage to works
	· increased costs/remedial works 

· potential  liquidated damages for alternative accommodation

· potential termination if long stop date exceeded
	
	· construction all risks insurance

· delay start up insurance

· potential Relief Event

	
	Decant
	· provision of alternative accommodation in excess of that provided by Authority

· increased costs

· potential delays in programme
	· provision of decant  accommodation and  temporary loss of use  of accommodation
	· Risk share through decant provision by Council with Contractor taking excess decant risk 

	
	Compensation to tenants for loss of services and amenity due to works
	· increased costs
	
	· Bidders should make their own assessment of risk pricing by bidder and sub-contractors for consequential works costs

· Detailed preparatory design work by Contractor and Sub-contractor on works approach by trade to minimise risk

· Pilot property and dwelling works for review between Contractor / Sub-Contractors

	Operational Services
	Void management


	· reduced unitary charge associated with failure to meet target standards
	· loss of rent on properties whilst vacant

· loss of nominations and cost of alternative accommodation

· excessive void turnover is a Compensation Event
	· payment and performance mechanism provides appropriate and deterrent deductions for non-availability 

· potential for Council step-in

	
	Tenancy management (repair and maintenance)
	· reduced unitary charge associated with failure to meet Initial and Full Standard


	· loss of rental income from inability to make dwellings available for letting
	· Contractor / Sub-Contractor repairs monitoring and effective service response

	
	Tenancy Management (tenant)
	· reduced Unitary Charge associated with failure to meet performance standards
	· retention of some risk and cost for absence of tenancy agreements and/or inconsistent tenancy arrangements
	· Bidder due diligence

	
	Disrepair  litigation and statutory nuisance notices served/Court case lost
	· Contractor takes disrepair / litigation / compensation costs risk from after Year 3 or where property / dwelling brought up to Availability Standard earlier
	· Council takes disrepair / litigation / compensation costs risk for Years 1-3 except where property / dwelling brought up to Availability Standard earlier
	· Disrepair risk sharing arrangement

· Council / contractor co-operation

· Contractor duty to mitigate Council risk in Years 1-3



	
	Contractor does not collect all legally recoverable monies owed by lessees
	· requirement to make up short fall to Council  in "guaranteed recoveries" 


	
	· Bidders should make their own assessment of risk pricing by bidder and sub-contractors for collection of leasehold costs

· Contractor’s debt recovery procedures reflect best practice

	
	Statutory restrictions on service charges recoverable from lessees
	· costs in excess of statutory cap

· costs when failed to comply with Sections 19 and 20 LTA 1985

· costs arising from defective Section 125 notice


	· any successful claim for lack of sound insulation

· pre-contract actions resulting in non recovery
	

	
	Repairs and maintenance service
	· reduced unitary charge associated with failure to meet target standards
	
	· Pass through of risk to sub-contractor

	
	Grounds maintenance
	· reduced unitary charge associated with failure to meet target standards


	
	· Pass through of risk to sub-contractor

	
	Right to Buy/Right to manage
	· adjustment to Unitary Charge to reflect savings from reduction in dwelling numbers

· increased costs due to incorrect appointment of variable and semi variable costs
	· loss of rental income (offset by capital receipt)

· marginal costs to be covered

· payment of compensation for fixed costs throughout contract period
	· Covered by Dwelling Numbers and Tenure Change procedure and mechanism

· Contractor placed in a no better no worse position

	
	Industrial action
	· reduced unitary charge associated with failure to meet target standards

· post remedial period
	
	· potential Relief Event where industry wide

· investing the extension of business interruption insurance

	
	Vandalism (damage to accommodation) (including tenants, leaseholders and third parties)
	· cost of repair/making good unless Authority Related Party
	cost of repair/making good where Authority Related Party
	· physical damage and business interruption insurance

	
	Rent collection (failure to collect % rents due)
	· reduced unitary charge associated with failure to meet target standard

· potential step-in when reaches threshold
	· loss of rental income

· retention of risk and cost of delays in determining housing benefit applicant above a threshold
	· rent collection record confirmed as part of procurement due diligence



	
	Changes in Authority service requirements
	
	· potentially increased capital and/or unitary charge if design requirements are most costly
	· will be covered by the Change Control procedures in the Contract

	
	Cost overruns 
	· any cost in excess of budget
	
	· Pass through risk to sub-contractor

	
	Sub-contractor default
	· cost in excess of budget if alternative supply is more costly

· risk of not recovering full losses from the defaulting sub-contractor

· potential termination if termination thresholds exceeded
	
	

	
	TUPE
	· any costs in excess of budget
	
	· Council warranties

· Contractor’s risk should be minimised  through due diligence 

	
	Tenant satisfaction
	· weighted reduction of unitary charge associated with failure to meet repairs and maintenance performance  standard
	
	· Integrated and responsive service

· Involving, listening to and  communicating with tenants

	
	Statutory and policy re-housing
	
	· the costs of such re-housing
	

	Planned Maintenance/

Cyclical Maintenance
	Planned maintenance cost
	· any costs in excess of budget
	
	· Warranties from Surveyors to Contractor

· Bidders should note that stock condition and building surveys have  limitations

· Bidders should make their own assessment of the necessity for risk pricing by bidder and sub-contractors

	
	Planned maintenance programme
	· reduced unitary charge associated with failure to meet target standards
	
	

	11.14.8 
	Latent defects
	· costs of remedial action

· reduced unitary charge associated with failure to meet target standards
	
	· Risk pricing by Contractor and Sub-Contractor 

· Defects to be remedied to extent needed to meet output specification

	Utilities


	Environmentally (legionella etc) caused infections
	· costs of remedial action

· compensation costs
	
	· Systematic checking of quality of water supply from tanks

	
	Costs
	
	· increases in cost of supply in excess of the general rate of inflation
	· Council responsibility, risk and costs

· Energy efficiency measures and revenue-sharing agreement with Contractor 

	
	Continuity of supply
	
	
	· Relief for contractor



	Incentives for under-performance
	Performance below adequate standard 
	· reduced unitary charge due to availability or performance deductions
	
	· payment and performance mechanism provides appropriate and deterrent deductions (and incentives)

· potential for termination if thresholds exceeded

	Finance and Potential Changes in Costs of Finance
	Cost of finance 

increases
	· cost of finance in excess of budget required to meet contractual commitments
	
	· Hedging arrangements put in place

	
	Changes in  taxation
	· increases in management and maintenance costs arising from changes to taxation
	
	· Contingency in financial model

	
	Inflation
	· increase in costs outside  agreed inflation  indices

· inflation risk-sharing agreement 
	· increases in Unitary Charge as inflation increases

· inflation risk-sharing agreement
	· inflation risk-sharing

· benchmarking and market testing arrangements put in place

· hedging arrangements put in place

	
	Real cost increases in ongoing expenditure
	· increases due to deficiencies in original design or specification
	· increases following agreed benchmarking or market testing exercises
	· pass through risk to sub-contractor/ professional team

· benchmarking and market testing arrangements put in place

	
	Changes in welfare benefit or other legislation restricts income from asset 
	· performance deductions against rent collection standard
	· reduction in revenue
	


12 Change management process

12.1 Introduction

The mixed model approach proposed for the City-wide option appraisal will involve a large number of stakeholders and staff. 

In order to manage the change process effectively and maximise the positive effects of change whilst minimising the negative effects, the authority is developing a Change Management Strategy and has set up a Change Management Group. 

The Community Housing Task Force (CHTF) has identified the ‘most frequently encountered barriers’ to successful change management and issued guidelines to assist stock owning authorities in managing the change process.  The most commonly-cited barriers to effective change are: 

· Inadequate leadership. 

· Competing resources. 

· Functional boundaries. 

· Lack of change management skills. 

· Middle management opposition.

· Long IT lead times.

· Inadequate communication.

· Failure to address people issues.

· Initiative fatigue.

· Unrealistic timescales.

Some of the good practice cited by CHTF has included:

· Emphasis on leadership as well as process management

· Broadly comprised project teams

· Consideration and planning at an early stage about the role of Members and their contribution

The City Council is keen to ensure that the impact of change indicated by the option appraisal results in a positive outcome for all stakeholders involved in the process and will take account of the good practice provided by CHTF especially in relation to staff that will be part of any TUPE arrangements to new landlord organisations.

12.2 Leadership

The Assistant Director, Housing Strategy is the Project Leader and also chairs the Change Management Group.  A dedicated project manager for the Change Management Group will ensure that the project plan is co-ordinated and implemented to schedule.

The appointment of an Assistant Director as Chair and Project Leader emphasises the Council’s commitment to the Change Management process and ensures that the strong leadership required in gaining overall support for changes that will take place when Salford changes its role to a strategic enabling authority is in place.

Executive Members have been given details of the remaining housing functions that a strategic enabling authority is required to perform and part of the Change Management Group’s responsibilities will be to recommend to both Members and the Executive Team were these functions best fit within the respective Portfolios of the City Council.   

12.3 The Broad Context of Change within Salford City Council

Salford City Council has undergone significant change during the last two years and a number of corporate-wide initiatives and projects have been implemented to deliver transformational change across the organisation.  These initiatives are enshrined in the application of ‘Think Customer’ principles that emphasise the importance of developing new and more effective ways of delivering services that reduce duplication, confusion and complexity amongst customers. The housing options appraisal provides a unique opportunity to apply ‘Think Customer’ principles to the planning of the future delivery of housing services particularly as we begin to apply our mixed investment approach.

The Salford Housing Partnership has already begun to consider the need to develop a new approach to delivering housing services and the Partnership will be a key vehicle for implementing innovative changes and solutions. 

In order to ensure the success of the mixed model approach the Change Management Strategy is aligned to the activities within the ‘Think Customer’ principle and where possible, will use the existing ‘Think Customer’ mechanisms to communicate with staff and develop their capacity to deal with the change that pluralistic service delivery represents.

12.4 Communication with Stakeholders

The City Council is currently in the process of appointing consultants to develop and implement a Communications and Consultation Strategy that will encompass all external stakeholders including tenants, leaseholders, RSLs and other community partners. The Strategy will be monitored by the HOSG. 

The Change Management Group has specific responsibility for staff involvement and to that end, has developed a separate internal Staff Communications Strategy which will be aligned with the external Communications and Consultation Strategy.  The Staff Communications Strategy has three key aims:

· Develop staff understanding of the option appraisal process and the proposals emanating from it;

· Ensure that staff involved in the development of preferred options are informed and empowered to engage in discussion and are able to positively promote the preferred options to tenants and leaseholders

· Offer opportunities for staff to develop and build capacity in preparation for the new roles that will arise from the proposed stock option.

The Staff Communications Strategy will be implemented in two phases: stage one involves the establishment of effective methods of two-way communication, knowledge-building and addressing barriers to change; stage two will engage staff in the benefits of the proposed stock option and empower staff to communicate those benefits to tenants and leaseholders.

A variety of methods will be used to communicate with staff including: briefing notes; information leaflets to respond to common queries; use of  the corporate intranet with a discussion board; team briefing sessions; dedicated confidential email service; and provision of information via trade unions and the corporate Staff Forum.

Based on previous experience of ALMO development, and the good practice guidelines issued by the CHTF, we have recognised the importance of having comprehensive staff involvement as early in the process as possible to reduce barriers to change which are likely to arise. 

All information in relation to the option appraisal process is available on the intranet and internet including information sent out at an area level, newsletters etc. In addition staff are sent progress update emails.

All members of staff were sent a questionnaire in November 2004. There was a good response from the majority of staff across the NPHL structure. In particular, there was a 92% response rate from the NPHL head office indicating that employees were aware that the Housing options review was taking place.

· Following the questionnaire, meetings took place with NPHL area based office staff.

· An option appraisal briefing has also taken place with the Housing Market Renewal team.

· A schedule of staff involvement and training is attached at Appendix 22.

The Staff Communications Strategy will focus on ensuring that staff within the City and NPHL:

· remain fully informed at all times;

· understand the business case for the proposed stock option; 

· are fully involved in the change management process and feel able to influence it; and

· become involved in the training and development programme to ensure that have the capacity to deliver successful stock option and beyond.

12.5 Resistance to Change

The CHTF identify four types of resistance to change:

· Individual resistance, where staff may have an interest in preserving the status quo, or identify more strongly with their own role rather than the broader role of the service within the organisation

· Misunderstanding usually caused by the absence of facts, and employees not understanding the business case for changing the way they work

· Perception of the value of the change as the cost/benefit assessment for an individual may differ from that of the organisation

· Resistance where an individual does not cope well with change and becomes anxious and stressed.

It is anticipated that, to some degree or other, all of the above will arise from resistors to change within Salford City Council and New Prospect Housing Limited during the options process.  In order to establish at the outset the likely degree of each type of resistance, Salford City Council, in partnership with NPHL is conducting a Change Management scoping programme.  This programme will determine the current culture within the organisation and help identify the primary concerns for staff.

12.6 Establishing the baseline

It is acknowledged that any potential stock options will have an impact on both the City Council and NPHL in two key areas:

· front office – customer facing services; and

· back office – support services

A baselining exercise is now underway which will inform the development of a change management plan. The change management strategy and plan will encompass both the council’s residual housing functions and the services delivered by NPHL. The scoping exercise will establish a baseline, which will:

· identify all activities and processes delivered by the City Council and NPHL;

· identify the resource levels involved in delivering these services;

· map the staff undertaking the different activities onto the organisation structure; and

· determine staff concerns and establish a snapshot of the existing organisational culture and approach to change (organisational learning from previous change experience).

This will enable the impact on the organisation of any stock options decision to be assessed. 

This baselining exercise comprises:

· senior management interviews;

· process mapping interviews and workshops; and

· change readiness workshops (to identify to what extent the organisation is currently equipped for change, the facilitators and barriers).

12.7 Training and Development

It is essential to successful delivery of the proposed stock options that all the staff involved have the capacity to make a positive contribution both to the change management process and to the new delivery agent post implementation.  To this end, a training and development programme will be developed following implementation of the initial Change Management programme.  It is envisaged that the early stages of training and development will be focused on provision of information and will be incorporated into the Staff Communications Strategy. 

As the project progresses training will be more specifically focused on the detailed operation of the agreed stock options, and will involve tailored capacity-building for those staff whose role will change following implementation.  

12.8 Engagement with Trade Unions and the Staff Forum

From the outset, the Change Management programme has sought the full engagement of trade unions. Regular meetings will be held throughout the change management process to ensure that both the unions and the staff forum are in a position to respond fully to staff concerns. 

12.9 Developing the Change Project Plan

The steps in the change management process are being built into the Project Plan and will be refined as the project progresses.  

The change process will focus on staff, unions, resourcing, leadership, capacity and skills.

The plan will follow the change management route-map summarised in the diagram below:
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Key activities include:

· select the most appropriate change ‘configuration’ to support the approved stock solution:

· assess and decide the optimal way of getting the organisation from where it is to where it needs to be, both in terms of improving operations to achieve two stars and in terms of implementing appropriate organisation structures and staffing;

· planning to mitigate risk;

· define the approach to change - will it be big bang or incremental; and

· confirm the time frames and identify when are benefits expected to accrue.

· develop a change management project plan including:

· milestones; 

· benefits tracking mechanisms,

· dependencies and critical success factors;

· actions to build commitment; and 

· actions to ensure business continuity.

· establish change governance: 

· identify a project lead to be supported by the Change Management Working Group; and

· put in place appropriate decision making and review structures.

· involve staff at all stages of the project through the appointment of ‘Communication Champions’;

· implement the Staff Communications Strategy; and

· deliver a training and development programme.

12.10 Benefits

It is imperative that the change management process is well planned, designed and implemented. There are some clear key benefits to getting this right:

· resistance to change is minimised and managed;

· creates the mechanism to encourage feedback, questions and contributions;

· identifies, assesses and then tracks the responses and behaviours of stakeholder groups;

· enables the selection and implementation of appropriate management strategy for each stakeholder group;

· makes it clear where change strategy fits in overall business strategy; 

· reinforces values and behaviours critical to the success of the change programme and for managing the process of transition;

· minimises doubt, rumour and misinformation;

· encourages participation where appropriate to help engender ownership and acceptance; and

· stakeholders understand why change is necessary and are involved and committed to the process.

Conversely, the risks of not addressing this properly are:

· organisation suffers high levels of resistance to change; 

· alienation of key stakeholders who have central role in making change happen and work;

· stakeholders and staff do not have sufficient information to deliver and implement change, leading to confusion, stress, rumour and lack of trust (sometimes require a period of stabilisation before engaging in change processes;

· stakeholders and staff opt out of the change process as they do not understand why it is important for them, thereby preventing full realisation of benefits of change;

· encourages compliance with change rather than commitment to change, impacting speed of transition and long term organisational performance;

· change transition process becomes a struggle with low morale and reduced individual and organisational effectiveness and efficiency; and

· organisation / individual time and energy focused internally on issues rather than on customers and business focused needs.

12.11 Evaluation of the success of the project 

The progress of the Change Management Strategy for Salford City Council will be continuously reviewed and monitored by the Change Management Working Group and will be subject to change as required to respond to the needs of staff and other key stakeholders.

12.12 Decision Making Process

A series of reports have been produced and submitted to the Council’s Executive Board for approval. The reports have provided information on the various stages of the stock Option Appraisal process and the decisions of the Executive Board have enabled the Council to proceed with the Stock Option Appraisal process. 

Consistent messages have been provided throughout the process including: 

· The City Council on the basis of projected Capital resources will not have the funds available to meet the investment requirements of its stock or to meet the PSA decency standard by 2010;

· Within the City Council’s Housing Strategy Statement the pursuance of alternative investment options has been integral to achieving the decent homes standard as this will secure the necessary finance to ensure there is adequate investment in the stock;

· Government’s Sustainable Communities Plan stresses the importance of tenant involvement in planning and developing options for investment in their homes;

· The findings of the stock Options Appraisal;

· The development of option evaluation criteria and area based evaluation matrices;

· The stock condition survey update;

· The predictions for the HRA;

· The outcome of the surveys undertaken as part of the tenant consultation process;

A mixed solution approach will require a detailed consideration of the implications for the delivery of services and the consequences for their performance, cost and accessibility. Critical also will be the need to consider the ‘joining up’ and development of seamless services across an increasing number of service providers particularly for those service areas where there are agreed and  recognised cross-tenure and/or cross-organisational benefits for the customer such as:

· Choice based lettings;

· Anti-social behaviour;

· Older persons support;

· Housing advice.

These services are currently being reviewed by PricewaterhouseCoopers through a process review exercise which is considering the most effective ways to ensure that services are joined up.

13 Management of the process

13.1 City-wide process

In terms of delivering large projects Salford City Council has an excellent track record. Salford has delivered successive large-scale socio-economic regeneration programmes such as SRB, NDC, ERDF Priority 2 and 3 and more recently Housing Market Renewal funding for the Manchester Salford Pathfinder.

The Council has demonstrated its commitment to deliver its new Housing Strategy Framework, ‘A Fresh Start for Housing…In Salford’, with the appointment of 40 additional staff to the Housing Services Division.  This team of multi-skilled officers are supporting the delivery of improved performance and new initiatives, such as this PFI proposal.  Supported by Senior Managers, skilled project managers will provide high levels of support, expertise and commitment to the PFI, stock transfer and ALMO projects.

We would suggest the development of a Project Management Board structure along the lines of the that illustrated below, comprising the Housing Departments Senior management Team, senior corporate officers and a range of appropriate central and locally based staff. A number of sub groups would be set up as part of the Project Board structure, including a communications and human resources group which to lead on staff/union communication and consultation.

The housing stock options overall implementation would be centrally co-ordinated by the Project Board and delivered operationally through the Housing Strategy team.

A senior officer would project manage a range of programme elements through a team including a Housing Strategy project manager in conjunction with a dedicated locally based team drawn mainly from local housing staff with in depth knowledge of individual neighbourhood conditions. These teams would also service the tenant lead steering groups in each investment area.
























14 Appendices
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� This is the stock figure as per stock condition suvey


� The estimate includes capital resources required to deal with catch up, future failure, exceptionally extensive and contingency works together with the improvement categories of extending partial to full and of installing full central heating, installation of mechanical extractor fans, loft insulation, double glazing and increasing the number of socket outlets to modern standards.  Assumptions include an additional 10% in respect of professional fees, 10% uplift on stock condition survey expenditure to update to year 1 plus 2.5% real growth over years 1 to 5. These figures also take account of projected stock losses through RTBs over years 1 to 5 and consequent pro rating of stock condition survey expenditure to reflect projected stock reductions. The DHS estimate excludes potential additional 5% resources that might be available via ALMO funding to resource regeneration/environmental improvement work.


� This assessment flows from work undertaken by independent consultants to evaluate sheltered accommodation in Salford compared to nationally agreed standards for improvement to modern day standards. A sheltered accommodation standard including the following elements was then agreed and applied to each sheltered scheme within the Council’s ownership. The items included in the assessment include: Conversion of bedsits to 2 bed flats, wet Rooms and appropriate height toilets, Kitchens with adjustable worktops, Low surface temperature radiators, Thermostatically controlled hot water, Lever taps, Lifts available for all units above ground floor level, Buggy/scooter parking and recharging, Hearing loop system, Platform for developing assistive technology, Handrails to corridors and stairs, Corridors free of steps, Canopy outside all external doors, Access ramp to building where no level access available, Adequate external paths.





� The DHS Investment figure in this table includes 5% resource for regeneration/environmental improvement works.


� The high costs associated with Beechfarm relate to the need for remedial works to remedy substantial structural defects as a result of mining subsidence across the estate. It is likely that a solution for this estate will involve substantial redevelopment as opposed to refurbishment and is not anticipated to be funded through Decent Homes resources.


� It should be noted that Salford is in a unique position in conducting a formal option appraisal already having an established ALMO in operation. As the present ALMO has been assessed as performing at a one star level with uncertain prospects, the consultation exercise emphasised, that to achieve the decent homes standard, the ALMO would need to reach a minimum performance level of two stars.


� This figure takes expenditure from the first 5 years of the stock condition survey including catch-up repairs, future planned maintenance, improvements deemed to qualify for DHS and exceptional extensive works (predominantly to high rise blocks). The base survey is then uprated by 10% to reflect construction cost inflation to year 1 of the bid (2006.07), with a further 10% in regard to professional fees plus 2.5% to reflect growth from year 2. The stock numbers take account of projected stock losses over 5 years in regard to RTBs and capital expenditure has been pro rated to reflect stock reductions.


� We have called this transfer price “illustrative” because it would change with stock numbers, with the costs of the package of tenants’ benefits - investment in the stock and improved services, and with changes to the economic assumptions – notably building works and management cost inflation.  Broadly, the transfer price changes by approximately £1 million for a change in RPI-linked income or expenditure of £75,000 per annum.  It is important to remember that the transfer price is sensitive to changes in the assumptions, and that developing a Transfer Business Plan must secure a robust position for the new landlord so that it is able to deliver consultation promises in the face of adverse circumstances.  





� RTBs in excess of any amount included in the Business Plan would be subject to a sharing mechanism, which would be subject to negotiation with the new landlord.  





� All expenditure within this table is in money terms, does not include inflation, professional fees or VAT (but does include preliminaries), and is based on the stock number as per the latest stock condition survey.


� All expenditure within this table is in money terms, does not include inflation, professional fees or VAT (but does include preliminaries), and is based on the stock number as per the latest stock condition survey.


� All expenditure within this table is in money terms, does not include inflation, professional fees or VAT (but does include preliminaries), and is based on the stock number as per the latest stock condition survey.


� All expenditure within this table is in money terms, does not include inflation, professional fees or VAT (but does include preliminaries), and is based on the stock number as per the latest stock condition survey.


� All expenditure within this table is in money terms, does not include inflation, professional fees or VAT (but does include preliminaries), and is based on the stock number as per the latest stock condition survey.


� All expenditure within this table is in money terms, does not include inflation, professional fees or VAT (but does include preliminaries), and is based on the stock number as per the latest stock condition survey.


� All expenditure within this table is in money terms, does not include inflation, professional fees or VAT (but does include preliminaries), and is based on the stock number as per the latest stock condition survey.


� This dowry figure may be reduced by a combination of management cost efficiencies, RTB sharing agreement and VAT shelter. 
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