REPORT OF THE HEAD OF HOUSING

TO JOINT LEAD MEMBER MEETING OF CUSTOMER AND SUPPORT SERVICES AND HOUSING 7TH FEBRUARY 2005

Subject: 2005/06 NPHL MANAGEMENT FEE
______________________________________________________________

RECOMMENDATIONS: Approval is requested to:

1 
That the proposed management fee from NPHL for 2005/06 of £20,735,890 is accepted with the following provisos.

2 
That NPHL report back on the implications of the instruction to increase Grounds Maintenance by £200,000 for Arboriculture works and make a contribution of £120,000 towards Wardens within the proposed fee.

3 
That the Delivery Plan provides sufficient evidence of performance improvement as to give the Council confidence of value for money from the proposed fee and continuation of a “positive direction of travel” towards achieving 2 star CPA status.

EXECUTIVE SUMMARY:

The report gives details of the level of proposed fee from NPHL for 2005/06, how this was arrived at and the need to establish monitoring arrangements to review the services being provided through the fee.

BACKGROUND DOCUMENTS:

Report to New Prospect Budget and Procurement Committee 9th December 2004.

HRA budget and monitoring records.

ASSESSMENT OF RISK:

Failure to implement monitoring procedures will not allow the Council to know that it is receiving the level of service it expects through the fee.

Failure to agree the fee will result in the budget for the HRA not being able to be finalised, nor allow NPHL to know the resources that it will have available through the fee.

THE SOURCE OF FUNDING IS:

The proposed fee has been built into the budgeted figures for the HRA for 2005/06 and the maintenance budgets

LEGAL ADVICE OBTAINED: Not required.

FINANCIAL ADVICE OBTAINED: 

Report prepared by Principal Group Accountant for Housing

CONTACT OFFICER: Nigel Dickens 0161 793 2585

WARDS TO WHICH REPORT RELATES: All

KEY COUNCIL POLICIES: Budget Strategy

1.
 Background

1.1 
On the 9th December 2004 the Budget and Procurement Committee for NPHL approved the required management fee to be requested from the Council for 2005/06.

1.2
This was then forwarded to Council officers for their consideration and negotiation. This work was undertaken by the Housing Accountancy team in conjunction with the Head of Housing and colleagues within NPHL.

1.3 
This cumulated in a senior officer meeting between the Heads of Housing and Finance with representatives of NPHL on the 24th January 2005.

2.
Details of the Proposed Fee
2.1
It can be seen from Appendix One that the current cost to the Council for the Management fee is £19,581,510. However it will be recalled that in 2004/05 the Property Services Division were forecast to make a one-off surplus of £500,000 as has been previously reported to Members and Budget Scrutiny Committee. This was returned to the Council for re-investment in repairs and led to a corresponding reduction to the fee. The 2004/05 base fee for comparative purposes is therefore £20,081,510.

2.2
Appendix two sets out the headline details of how the proposed fee for 2005/06 has been arrived at by NPHL in relation to the position for 2004/05. In overall terms it can be seen that the cost to NPHL has increased from £19,581,510 in 2004/05 to £20,735,890 for 2005/06. This equates to a 3.3% year-on-year increase. 

2.3 
Whilst this is a reasonable year-on-year increase, it should be noted that if adjusted for the number of dwellings it equates to an 8.2% increase.

2.4 
It should be noted that the fee allows for a vacancy factor of four percent on staffing budgets and £250k of non-staffing efficiencies.

2.5 
It should be remembered that the Office of the Deputy Prime Minister has increased the Management Allowances through the subsidy determinations, which is an increase of £1.6m for Salford. Consequently viewed against this the increase proposed by NPHL does not appear unreasonable providing they are achieving their performance targets. Additionally the increase to the allowances is after reductions for loss of stock of 1,271.

2.6
Appendix three gives details of the services provided by NPHL for the fee with the figures included for 2004/05 for comparative purposes. Monthly finance meetings are held with officers of NPHL and through these apart from the Property surplus NPHL have managed their finances within the original fee, thereby avoiding the previous numerous requests that occurred for minor variations during the course of a year.

2.7
The details within Appendix three have been discussed with the Head of Housing and Finance and with colleagues within NPHL to gain clarity as to what services they exactly cover. In high level terms there is a general acceptance of the proposed fee but robust monitoring arrangements will be established to allow the figures to be reviewed and challenged during 2005/06, in relation to their delivery plan and expected performance standards.

2.8 
Additionally the fee aids NPHL in delivering a two star service and although there is a long way to go the current “line of travel” is towards improvement.

3.
Items not Provided for in the Proposed Fee

3.1
Through the recent work of Budget Strategy Group there is a Political priority to tackle the backlog of Arboriculture works and increases have been made to the Council’s revenue budget to address this. However there is also a substantial backlog on Housing land which must also be addressed to avoid criticisms of a two tiered service.

3.2
As such NPHL have been requested to report back on the implications of accommodating an additional £200,000 for this within the fee. A programme of works would also be required to demonstrate that these funds were being used to tackle the problem.

3.3
In 2004/05 the HRA made a one year contribution to the cost of the Wardens scheme. In 2005/06 there has been the Political decision to support the project during the development of Police Community Support Officers.

3.4
There is no provision in 2005/06 for this support and as such NPHL have been requested to consider the implications of accommodating this also within the proposed fee. This will be a maximum of £120,000 but in reality will be less as the scheme starts to wind down in 2005/06 as the replacement project comes in.

4. Comparison with other Authorities and Future Changes

4.1 
NPHL are currently considering a methodology for calculating changes to the fee that incorporates variations to stock numbers. They are doing this by examining what other Authorities are doing and once they have proposals they will bring these to the Council for consideration. If a model were to be adopted it would give better financial planning and certainty.

4.2  
NPHL are Benchmarking information against other ALMO’s and the information received to date is shown below. It should be noted that it is only the management figures that are compared not the total fee and the names of the other ALMO’s deliberately omitted.

	
	Management Fee
	Stock Per Subsidy Calculations
	Cost Per Dwelling

	NPHL
	£17.9m
	27,614
	£12.47

	ALMO a
	£13.1m
	21,000
	£12.00

	ALMO b
	£6.5m
	9,200
	£13.59

	ALMO c
	£11.5m
	15,000
	£14.74

	
	
	
	


4.3 
Obviously it is difficult to draw any meaningful conclusions from the limited information but as it develops then this can be performed and the process is welcomed.

5.
Effect of fee on HRA

5.1
The proposed fee has been built into the HRA budget and can be accommodated to allow a balanced HRA account to be approved.

6.
Conclusion
6.1
The proposed fee is recommended for acceptance noting that there are outstanding issues for Arboriculture and Wardens to be reported back on and that the delivery plan will be the method of future review.

7.
Recommendations
7.1
That the proposed management fee from NPHL for 2005/06 of £20,735,890 is accepted with the following provisos.

7.2
That NPHL report back on the implications of the instruction to increase Grounds Maintenance by £200,000 for Arboriculture works and make a contribution of £120,000 towards Wardens within the proposed fee.

7.3 
That the Delivery Plan provides sufficient evidence of performance improvement as to give the Council confidence of value for money from the proposed fee and continuation of a “positive direction of travel” towards achieving 2 star CPA status.

