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(OPEN TO THE PUBLIC)
	ITEM NO.



JOINT REPORT OF THE DIRECTORS FOR DEVELOPMENT & CORPORATE SERVICES


TO THE LEAD MEMBERS FOR 

CUSTOMER & SUPPORT SERVICES ON MONDAY 6th MARCH 2006

AND PLANNING SERVICES ON MONDAY 6th MARCH 2006


TITLE : RE-CONSTRUCTION OF MANCHESTER, BOLTON, BURY CANAL – REQUEST FOR ADDITIONAL FUNDING


RECOMMENDATIONS:


1. That the Lead Member for Customer & Support Services approve the additional contribution of £340,000 towards the costs of restoration of the Middlewood section of the Manchester, Bolton and Bury Canal.  Such money to be paid from unsupported borrowing.

2. That the Lead Member for Planning support the proposal.


EXECUTIVE SUMMARY: 

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

Capital funding has been assembled for a £4.2m first phase of work between the River Irwell and Oldfield Road, through the Middlewood site.  However, due to a combination of inflation, contaminated ground, and technical problems (piling under a viaduct), costs have come in £950k above this estimate.  The cost can be reduced by ‘value engineering’ (saving £110k), however, this still leaves a shortfall of  £840k.  BW have requested that the City Council contribute a further £340k towards the cost of the scheme, with Valley and Vale contributing a further £50k and British Waterways covering the balance and underwriting any further cost overruns that may arise in the course of construction.  


BACKGROUND DOCUMENTS:

(Available for public inspection)

Letter from British Waterways dated 17th February requesting additional funding support.


ASSESSMENT OF RISK: 

Medium.  There is a very real risk that without this additional funding the canal restoration scheme would fail, losing the substantial grant aid secured for this phase of work.  Whilst it is believed that development of the Middlewood Locks site would ultimately proceed without the canal, there is no doubt that this would seriously impact on the viability / commercial attractiveness of the scheme and substantially slow progress and quality of development (an active water frontage is generally regarded as giving a 20 – 25%uplift in values, making development far more attractive / viable). 

	


THE SOURCE OF FUNDING:

To be funded from unsupported borrowing.  

	


LEGAL ADVICE OBTAINED:

Richard Lester

793 2129

No adverse implications

	


FINANCIAL ADVICE OBTAINED 

John Spink

793 3230

Nigel Dickens
793 2585

	


CONTACT OFFICERS: David Evans 793 3641 John Spink 793 3230


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


KEY COUNCIL POLICIES


1.0 Introduction

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

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

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

· Development pressure in the central Salford area

· Access to regeneration funds in the central Salford area.

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

2.0 Funding

2.1 
The capital cost of the first phase at Middlewood had been costed at £4.2 m, to be met from

· £2.1m ERDF

· £1.1m from NWDA (to be repaid to BW by the developer based on uplift in land values as development proceeds)

· £1m from the City Council (prudential code borrowing to be recouped from the total of £1.5m Section 106 monies to be paid by the developer as approved development on the site proceeds). 

2.2
However, due to a combination of inflation, contaminated ground, and technical problems (piling under a viaduct), costs have come in £950k above this estimate.  The cost can be reduced by ‘value engineering’ (saving £110k), however, this still leaves a shortfall of  £840k.  BW have requested that the remaining £840,000 shortfall be covered as follows

· City Council to contribute a further £340k towards the cost of the scheme, (in addition to the S106 contribution).

· Valley and Vale (developer of Middlewood) contributing a further £50k; (V&V are providing land at nil cost, are underwriting the repayment of the NWDA grant and are covering a part of the ongoing maintenance costs – as well as paying the section 106 money to the Council); and 

· British Waterways covering the balance of £450k and underwriting any further cost overruns that may arise in the course of construction.  

3.0
Proposal

3.1 

It is considered that the whole of the canal restoration project is at risk if this phase cannot proceed.  The restoration of the MBB Canal is seen as a catalyst for regeneration in key parts of Central Salford, where regeneration activity is not currently progressing as rapidly as we would wish to see.  These areas include the area behind The Crescent and the Pendleton Industrial area from Frederick Road to Agecroft.  The re-opening of the canal will give a completely new aspect to a variety of derelict, despoiled and underused sites and buildings.  BW continue to develop proposals for the restoration of the remainder of the canal at their own expense and are preparing an outline funding case for the NWDA to consider.  

3.2
It is proposed therefore, that the City Council agrees to the request from British Waterways, in view of the importance of this phase of the canal restoration – both as a catalyst for regeneration and as an end in itself.  The redevelopment of this site will see in excess of 1700 new apartments and substantial office and leisure / retail floorspace being developed right in the heart of the city.   

4.0
Conclusion

4.1 
That the Lead Member for Customer & Support Services approve the additional contribution of £340,000 towards the costs of restoration of the Middlewood section of the Manchester, Bolton and Bury Canal.  Such money to be paid from unsupported borrowing.

Malcolm Sykes

Strategic Director for Housing & Planning

Alan Westwood

Strategic Director for Customer & Support Services


