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REPORT OF THE STRATEGIC DIRECTOR OF HOUSING AND PLANNING 



TO THE LEAD MEMBER FOR HOUSING SERVICES

ON 

16th June 2005



TITLE :  Securing development of 2 family houses at Grange Street, Seedley and Langworthy for shared ownership


RECOMMENDATIONS : 

The Lead Member is recommended to:

I. Support the proposal for Manchester Methodist Housing Group (MMHG) to develop two new family homes for shared ownership on a vacant plot of land within the Council’s ownership on the end of Grange Street on the junction of Western Street in Seedley and Langworthy.

II. Approve the expenditure of £86,000 from the RSL budget within the HMR Sustaining Neighbourhoods appraisal to secure the development outlined in this report, subject to approval by the Housing Corporation to change in use of MMHG’s current ADP allocation.

III. Approve the transfer of the funding to MMHG via an agreement under Section 22 of the Housing Act 1996 for the purpose of developing the proposed scheme as outlined in this report.


EXECUTIVE SUMMARY : 

In the Housing Corporation’s last Approved Development Programme (ADP) bid round (2004-2006) Manchester Methodist Housing Group (MMHG) secured £4,668,780 to develop 128 affordable units of mixed type and tenure, at a total cost of £9,292,185, in Seedley and Langworthy. 

As part of the funding secured MMHG was allocated £60,000 to develop 3 units for shared ownership in 2004/05.  Of this allocation £20,000 was expended in March 2005 to secure the allocation and bring an empty property on Duchy Street back into use. With the remaining grant of £40,000 MMHG, with the support of the SRB5 team and Strategy and Planning team, propose to build two new family homes on Grange Street for shared ownership. See attached plan. This would commit the remaining grant, develop a small derelict plot of land blighting the end of an otherwise sustainable terrace and provide two new build homes for local families in the area. 

However, there is a funding gap between the expected values of the new properties and the cost to develop them with the remaining grant. Therefore, MMHG and Strategy and Planning are seeking approval from the Lead Member of Housing to use £86,000 from the Housing Market Renewal RSL intervention fund 2005/06 to secure the development and the remaining ADP funding.

The homes developed will, in the first instance be marketed to local families, and secondly offered to the wider community in Salford. MMHG will also investigate using the properties for homeswap.

This proposal will form part of a portfolio of RSL projects to be delivered in 2005-2006 under the HMR RSL intervention 2005/06, which totals £1,000,000. A report detailing all the proposed projects under this intervention is scheduled to be presented to Lead Member for Housing on 30th June 2005. This report has been presented prior to this in order to seek approval to gap fund the proposed development so that MMHG can present to the Housing Corporation a financially viable, deliverable scheme that has local authority support. MMHG must present a strong case to the Housing Corporation in order to secure the Corporation’s agreement to a change in use to MMHG’s current allocation. A decision is expected from the Housing Corporation by the end of June 2005.


BACKGROUND DOCUMENTS : 

Lead Member Report ADP Programme May 2004

Vision for Seedley and Langworthy 

Central Salford ADF Annual Investment Plan

Making the Future Happen in Salford Our Strategy for housing in Salford 2004-2006


ASSESSMENT OF RISK: Low

	


SOURCE OF FUNDING: ADP & Housing Market Renewal Fund

	


COMMENTS OF THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES (or his representative):

LEGAL IMPLICATIONS:

No significant legal implications save for conveyancing of the site to MMHG. Report checked by Richard Lester solicitor 1 June 2005






FINANCIAL IMPLICATIONS: 

Report checked by Peter Butterworth Private Sector Housing Capital Accountant 1 June 2005





PROPERTY : 

Transfer of site at end of Grange street on the junction of Western Street from City Council to MMHG

HUMAN RESOURCES: 

	


CONTACT OFFICER :  Emma Marrington




        Tel. 0161 922 8713




         Email emma.marrington@salford.gov.uk


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


KEY COUNCIL POLICIES: 

Making the Future Happen in Salford Our Strategy for housing in Salford 2004-2006


 DETAILS

1. Context

1.1
As part of the Vision for Seedley and Langworthy, Salford First housing association (part of the Manchester Methodist Housing Group) has been working closely with the City Council, particularly the SRB 5 team, to direct investment and resources both of their own and from external agencies into the area to implement the Vision. To this end, Salford First (via Manchester Methodist Housing Group) have secured £4,668,780 in the Housing Corporation’s last bid round 2004-2006 to develop 128 affordable units of mixed type and tenure, at a total cost of £9,292,185, in Seedley and Langworthy. Manchester Methodist has several key developments in the neighbourhood that are contributing to its revival and have been included in the Vision document produced by the City Council.

2. 
Development Issues

2.1
Within the funding secured by Manchester Methodist for developments in Seedley and Langworthy,  £60,000 has been allocated for the rehabilitation of three properties for shared ownership in 2004/05 and £60,000 for the rehabilitation of three more units in 2005/06. Manchester Methodist committed £20,000 of the 2004/05 allocations in March 2005 to bring back into use 60 Duchy Street for shared ownership, in agreement with the SRB 5 team, and at a total cost of £71,969.

2.2
Manchester Methodist has, with support from the SRB 5 team and Urban Vision, investigated bringing other empty properties back into use for shared ownership in Seedley and Langworthy. However, currently there are no suitable single properties that could be brought back into use for shared ownership. This is because the majority of empty properties are within vacant blocks either identified for demolition or within an existing neighbourhood planning exercise. Therefore, to bring these properties back into use prematurely, could jeopardise or contradict any plans for the neighbourhood. In addition, individual properties brought back into use within blocks that require further work will not be appealing to families seeking to move into owner occupation. Therefore, there is a risk that the properties will be refurbished but remain empty.

2.3
Informal discussions regarding the cost of purchasing the site at Grange Street have been held between Manchester Methodist and Urban Vision and a value of £20,000 has been agreed in principle. Disposal of the site is subject to Lead Member approval to the use of HMR RSL intervention funding to gap fund the development.

2.4
Thus, in order to secure the grant from 2004/05 the proposal is to build two family homes on the plot of land at the end of Grange Street that is currently vacant as a result of the City Council demolishing two terraces that were unfit.

2.5
The total cost of developing the proposal is £260,150. The total ADP funding that, is available for the scheme would be £80,174, based on the Housing Corporation’s total scheme indicators. Therefore, Manchester Methodist is seeking approval from the Housing Corporation to use the remaining £40,000 from the 2004/05 allocation and £40,000 from the 2005/06 allocation to support the development. The residual £20,000 from the 2005/06 allocations will be returned to the Housing Corporation. This will mean that only 3 of the original 6 units will have been delivered and consequently Manchester Methodist will have to find the remaining three units within another of their developments to satisfy Housing Corporation monitoring. A decision is expected from the Housing Corporation by the end of June 

2.6 However, even with the Housing Corporation’s agreement to use the grant from 2004/05 and 2005/06 allocations for the proposed development on Grange Street there will remain a funding gap of £94,976. HMR is requested to fund the bulk of this gap in order that Manchester Methodist need only take out a small mortgage at a reasonably low interest rate (most RSLs aim for 3-4% for shared ownership) which ensures that the level of rent the owner has to pay on the remaining 50% is relatively low. This ensures the properties remain appealing and financially accessible to local families. Therefore,  £86,000 is being sought from the HMR RSL intervention budget within the HMR Sustaining Neighbourhoods appraisal.

The reason for the gap is summarised below:

	Total end value of the proposed development


	£170,000

	Properties purchased on a 50% share by owner occupiers


	£85,000

	Total cost to develop the scheme


	£260,150

	Maximum ADP funding available for the development (based on Housing Corporation total scheme indicators)


	£80,174

	Total receipts for the development to MMHG


	£85,000+£80,174 = £165,174

	Gap funding required (total cost to develop scheme minus total receipts for the development)


	£260,150 - £165,174 = £94,976




2.7
It is intended that the funding will be transferred to Manchester Methodist through an agreement under section 22 of the Housing Act 1996.

2.8
Should the Lead Member for Housing approve the transfer of £86,000 to Manchester Methodist to secure the development of two new family homes on Grange street for shared ownership this will form part of a portfolio of RSL projects to be delivered in 2005-2006 under the HMR RSL intervention 2005/06 totalling £1,000,000. A report detailing all the proposed projects under this intervention is scheduled to be presented to Lead Member for Housing on 30th June 2005. This report has been presented prior to this in order to seek approval to gap fund the proposed development in order that MMHG can present to the Housing Corporation a financially viable, deliverable scheme that has local authority support to substantiate their request for change in use of their current ADP allocation.

3.
Options


Options considered were as follows:

3.1 Do not fund the gap. The outcomes would be:
a. The proposal is not financially viable. 

b. Manchester Methodist will be unable to develop the derelict land at the end of Grange Street. This will leave a plot of land that cannot be developed by a housing association until the local house prices increase sufficiently to make the proposal financially viable.

c. Alternative action will be taken to identify properties to bring back into use in Seedley and Langworthy with the SRB 5 team and Urban Vision.

d. Risk not identifying suitable properties by the end of the financial year and returning the remaining 2004/05 and the 2005/06 allocations back to the Housing Corporation. Therefore, only 1 of the original 6 units will have been delivered.

e. Risk that, whilst suitable properties may be identified, they are likely be in streets that are scheduled for works in the next two years and therefore the homes created will be unappealing for families wishing to move into owner occupation. The properties may potentially remain empty for 1-2 years. 

3.2 Fund the gap. The outcomes would be:
a. The scheme will progress and two new family homes for shared ownership will be secured in 2005 and available for local families.
b. All of the 2004/05 and the majority of the 2005/06 allocations will be secure.

c. Only 3 of the original 6 units will be guaranteed to be delivered in Seedley and Langworthy. The remaining 3 will be delivered elsewhere in Manchester Methodist’s development programme, potentially although not necessarily in Salford.
4. 
Recommendation
The Lead Member is recommended to:

i. Support the proposal for Manchester Methodist Housing Group (MMHG) to develop two new family homes for shared ownership on a vacant plot of land within the Council’s ownership on the end of Grange Street at the junction of Western Street in Seedley and Langworthy.

ii. approve the expenditure of £86,000 from the RSL budget within the HMR Sustaining Neighbourhoods appraisal to secure the development outlined in this report subject to approval by the Housing Corporation to change in use of MMHG’s current ADP allocation.

iii. approve the  transfer of the funding to MMHG via an agreement under Section 22 of the Housing Act 1996 for the purpose of developing the proposed scheme as outlined in this report.
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