


______________________________________________________________

REPORT OF THE STRATEGIC DIRECTOR OF HOUSING AND PLANNING

______________________________________________________________

TO THE LEAD MEMBER FOR HOUSING

ON 13th December 2007

______________________________________________________________

TITLE: Irwell Valley Housing Association (IVHA) proposal to purchase properties at Site T, Broughton using their Recycled Capital Grant Funding (RCGF).

______________________________________________________________

RECOMMENDATIONS:  That Lead Member for Housing:

1. Notes that the recommendation made by Strategic Housing Services to support IVHA purchase of properties at Site T.
______________________________________________________________

1. 
EXECUTIVE SUMMARY
1.1
The attached Irwell Valley Housing Association (IVHA) report highlights their proposal to purchase 29 units for shared ownership on Broughton Site T financed through their Recycled Capital Grant Funding (RCGF), (see appendix 2 for location map).  This proposal meets many of the Council’s Housing priorities and provides: 

· Additional affordable units for shared ownership
· A strategic fit in relation to: 

· the National Affordable Housing Programme (NAHP) Interim Statement of Priorities; and 
· complements the regeneration and housing priorities in Broughton 

· a commitment from IVHF for financing additional affordable housing development through their RCGF; and

· a commitment for further development of partnership working through Salford Strategic Housing Partnership (SSHP) 

1.2 The report also explains and asks Lead Member to note the consultation and engagement processes and procedures for schemes and initiatives through the SSHP.  
___________________________________________________________

BACKGROUND DOCUMENTS: 
Lead Member Report For Housing, On 21st June 2007
Interim Statement of Priorities for the Affordable Homes Programme 08-11.

Lead Member Report For Housing, on 29th November 2007

__________________________________________________________

ASSESSMENT OF RISK: 
The risk is seen as relatively low, since: a) planning permission has been gained, b) the developer Countryside, has a proven track record of developing major housing and regeneration schemes in Broughton; and c) IVHA are also a partner with a proven track record of delivering.    
______________________________________________________________

SOURCE OF FUNDING: 

IVHA’s RCGF 

______________________________________________________________

LEGAL IMPLICATIONS: 
SCC is not party to the contracts and so there is no legal implications
_________________________________________________________

FINANCIAL IMPLICATIONS:
SCC is not making any financial contributions to the scheme so there are no financial implications

COMMUNICATION IMPLICATIONS: 
Councillors, staff and partner organisations including, but not exclusively Higher Broughton Partnership need to be informed about IVHA proposal.  Furthermore, the Housing Corporation will need to be kept informed about progress and issues. 

VALUE FOR MONEY IMPLICATIONS:  
This proposal seeks to build on the string pro-active work with partners and align resources to not only meet housing need, but add value and gain synergy from the existing regeneration activities and initiatives in Broughton.


CLIENT IMPLICATIONS: 

This scheme fits with SCC’s broader strategic housing and regeneration objectives of the area. 

PROPERTY: 
The Development Proposal Notice for Site T has been approved by Lead Member for Housing and Lead Member for Planning.   Under the provision of the Development Agreement the land my now be draw down by Countryside Properties and the development commenced.


HUMAN RESOURCES: 
Whilst delivery of scheme will rest with IVHA, Salford City Council and its partners in Salford Strategic Housing Partnership (SHP) are responsible for coordinating and ensuring delivery of the housing offer and regeneration in Lower Broughton. 


CONTACT OFFICER: 

Mark Hart: 
Strategy and Partnerships Team 
0161 793 2039 
mark.hart@salford.gov.uk 

______________________________________________________________

WARD(S) TO WHICH REPORT RELATE(S):  
Broughton
____________________________________________________________

KEY COUNCIL POLICIES: 

The Salford Agreement (LAA), 2007-10

Manchester Salford Pathfinder Annual Report 2006 / 07
(Draft) Housing Strategy 2007-2010 
City of Salford Unitary Development Plan (UDP) 2004-16 (adopted June 2006)

______________________________________________________________

DETAILS:
2. See attached IVHA report (Appendix 1)
3. Consultation and Engagement Processes and Procedures
3.1
Members are advised that the SSHP is the body that brings together key housing stakeholders and agencies.  The purpose of the SSHP is to ensure joint working to achieve an effective and efficient housing system in Salford which meets the needs and aspirations of all residents in the City.  The Partnership has overall strategic responsibility for developing, recommending and delivering the Housing Strategy. 
3.2
In order to do deliver actions that meet the needs of Salford, there is a need to be flexible, but robust processes in place to enable opportunities to be exploited, but ensure due process and a holistic coherent approach to housing solutions is delivered.   As such any potential developments need to be raised and discussed initially with the Council at the earliest appropriate stage.  There are many existing mechanisms to do this, including but not exclusively the Lead and Support RSL process and bimonthly RSL liaison meetings.  These mechanisms enable proposals to be assessed and appropriate due process and Lead Member engagement can be sought.  These approaches enable appropriate development opportunities to be presented and discussed at the SSHP, which enables a joint, partner lead, coordinated holistic approach to address the housing needs of the people of Salford.  
4.0
recommendations
4.1
The Lead Member for Housing is asked to note the Strategic Housing Services recommendations to support this scheme proposal.

Bob Osborne, Deputy Director of Housing and Planning

Appendix 1

Countryside Development- Site T, Camp Street, Broughton, Salford.

Proposed Partnership between Countryside Properties and Irwell Valley Housing Association.

Proposal
The intention is to develop 29 apartments, all to be sold on a Shared Ownership basis. There are 8 x 1 bed units and 21 x 2 bed units in an enclosed site with gated access with 100% parking.

Values
The apartments are the same sized units as apartments currently marketed by Countryside in the neighbouring development at £161,950 for 2 bed units and £116,950 for a 1 bed unit including parking. In addition, opposite this development is Contour’s Albert Park View development where 1 bed apartments are currently available at £66,000 for 60% shares and from £81,360 for a 60% share of a 2 bed apartment. Our apartments have an enhanced specification in respect of improved flooring provided throughout, all white goods included in kitchens and parking is also included.

We will be targeting sales at 50% shares (dependent upon applicants individual financial circumstances) of 2 bed apartments with full values of £148,000 and 1 bed apartments with full values of £107,000. Both will include parking spaces within values. This means a 1 bed apartment will start at £53,500 for a 50% share with a rent payable of £122.60 per month (based on a 2.75% rent yield), with 2 bed apartments starting at £74,000 with rent at £169.58 per month. 

Given the design of the building and communal facilities it is anticipated that the Service Charge will be approx £60 per month for 1 bed apartments and £70 per month for 2 bed apartments. (Information on estimated service charge items are included later within this report.)

Affordability

By using the Housing Corporation’s Affordability Calculator, we are able to calculate the required net income to be able to afford both a 1 bed and 2 bed apartment at the proposed development. 

A number of assumptions are made within the calculation – a Mortgage Rate of 6.00%  (higher than the current base rate of 5.75%), a Service Charge of £60 per month for 1 bed apartments and £70 for 2 bed apartments and that the purchasers have no deposit.

1 Bed Affordability-

	 
	INDIVIDUAL PURCHASER AFFORDABILITY
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	Variables
	 
	 
	 
	 

	 
	 
	Mortgage interest rate
	 
	6.00%
	 
	 

	 
	 
	Rent
	 
	2.75%
	 
	 

	 
	 
	Share purchased
	 
	50%
	 
	 

	 
	 
	Service charge pa
	 
	£720
	 
	 

	 
	 
	Mortgage period (years)
	 
	25
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	Value
	 
	£107,000
	Costs as % of net income 
	Income multiple required
	 

	 
	Household income
	 
	£16,000
	 
	 
	 

	 
	Deposit towards purchase
	 
	 
	 
	 
	 

	 
	Other financial commitments (pcm)
	 
	 
	 
	 

	 
	 
	 
	 
	54%
	3.87
	 

	 
	 
	 
	 
	 
	 
	 


As the Housing Corporation’s Affordability Calculation shows,  purchasers would only require a net income of £16,000 (combined or single) to be able to afford to purchase a 50% share of a 1 bed apartment. The Housing Corporation deem as affordable costs as % of net income up to 55% of net income. 

A further breakdown of these figures is as follows:-

Monthly Mortgage Payments ( repayment based on 6.00% rate ) - £348.76

Rent ( based on 50% share @ 2.75% rent yield ) - £122.60

Service Charge - £60 per month

Total Monthly Outgoing - £531.36

With a household net income of £16,000, net of 26% ( NI & tax ) leaves £11,840 or a monthly net income of £986.67. The £531.36 would account for 54% of this figure and leave £455.31 each month.

2 Bed Affordability-

	INDIVIDUAL PURCHASER AFFORDABILITY
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	Variables
	 
	 
	 
	 

	 
	Mortgage interest rate
	 
	6.00%
	 
	 

	 
	Rent
	 
	2.75%
	 
	 

	 
	Share purchased
	 
	50%
	 
	 

	 
	Service charge pa
	 
	£840
	 
	 

	 
	Mortgage period (years)
	 
	25
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	Value
	 
	£148,000
	Costs as % of net income 
	Income multiple required
	 

	Household income
	 
	£21,441
	 
	 
	 

	Deposit towards purchase
	 
	 
	 
	 
	 

	Other financial commitments (pcm)
	 
	 
	 
	 

	 
	 
	 
	55%
	3.99
	 

	 
	 
	 
	 
	 
	 


For a 2 bed apartment the Housing Corporation’s calculator shows a single or combined net household income of £21,441 would be required to pass the affordability check in place for suitability for 50% of one of these apartments.

A further breakdown of these figures is as follows:-

Monthly Mortgage Payments (Repayment based on 6.00% rate) - £482.00

Rent ( based on 50% share @ 2.75% rent yield ) - £169.58

Service Charge - £70 per month.

Total Monthly Outgoing - £721 per month.

Assuming an average local gross earning of £21,441, net of 26% ( NI & tax ) leaves £15,866.34 or a monthly net income of £1322.20. The £721 would account for 55% of this figure and leave £601.20 each month.

Service Charge
As highlighted previously above a service charge of approximately £60.00 for the 1 bed apartments and £70.00 for the 2 bed apartments would be anticipated for a development of this size and nature. Clearly specific amounts for each element of the service charge would need to be clarified nearer to when the development was due to complete. 

The following table details the elements which would be included in the service charge payment:

	Annual Elements
	Sinking Fund Elements

	Communal cleaning
	Decoration of internal areas

	Energy usage to common parts
	External render replacement

	BT line rental for lift
	Roof cladding

	Sundry maintenance items
	Wall cladding

	Incidental repairs
	Timber cladding

	Produced audited accounts
	Vehicle access System

	Buildings insurance
	Lift replacement

	Lift maintenance
	Main entrance door

	Water Tank/ Booster maintenance
	Window replacement

	Door entry system
	Water pump

	IVHA management fee
	Lighting protection

	
	Communal floor finishes

	
	External landscaping


Potential Purchasers
Irwell Valley HA recognises the importance of ensuring that the properties within this development are accessible to local people. According to CACI Paycheck figures 2006, used by AGMA average gross earnings in Broughton were £21,441, hence the figures used in the affordability calculation shown above. Therefore as demonstrated by the affordability calculations above all of the properties in this development are affordable to people earning this level of income. 

Irwell Valley HA currently has a similar scheme in Salford- Richmond Hill. Again this is a mix of 1 and 2 bed apartments sold on a shared ownership basis with prices starting at £44,000 for a 1 bed and £58,000 for a 2 bed apartment. Applications of interest for this scheme are currently at 370 and once practical completion is reached it is anticipated that this will increase even further. An analysis of these applications conveys that 12% of them are from potential purchasers who currently reside within Broughton, i.e. M6/M7 postcode. Irwell Valley HA hopes to increase the number of applications from the locality even further for Site T. We hope to do this by adopting the use of a localised marketing strategy and by working with lead RSL’s in the area in order to ensure that people in Broughton and Salford as a whole can access the properties.

Despite the importance of ensuring that local people can gain access to the properties it is also acknowledged that as part of the wider regeneration of Broughton as  a whole it is necessary to attract people from the wider geographic area. Irwell Valley HA recognises the importance of reducing the likelihood of the properties being purchased by investors and subsequently becoming a private rented unit. As we propose to offer all of the properties for sale on a shared basis this can be avoided, as the association has a clause in it’s shared ownership lease preventing the properties from being sub-let.

Strategic Fit

It is understood from the Interim Statement of Priorities for the Affordable Housing Programme 2008-2011 that Broughton is Salford’s first priority key strategic site from present until 2010. As this development, site T, has an anticipated start on site of November 2007 with a completion date of November 2008, it fits well into Salford’s plans for the wider regeneration of the Broughton area as a whole.

It is noted that although the Council would ideally like all new developments to be of larger units it is recognised that there is also a need within the Broughton area for replacement housing for existing owner occupier households who have had to leave their current property. Irwell Valley is committed to working with the Council on this issue and will market the properties to local people as part of an agreed sales and marketing strategy.

As explained Irwell Valley HA proposes to sell these properties on a shared ownership basis, therefore providing an affordable housing provision and meeting one of Salford’s housing priorities: affordable accommodation. This will therefore help to address the shortages of affordable housing within the area and ultimately result in maintaining balanced communities and the sustainable growth of the local and sub-regional economy.

With reference to the provision of affordable housing one can assume that should Irwell Valley not be involved in this development Countryside Properties still intend to develop the site. Furthermore Countryside would be offering these properties for outright sale at the full open market values of £115,950 for the 1 bed apartment and £159,950 for the 2 bed apartment. However, at these full values the properties maybe beyond the reach of local people, given that the average salary for Broughton is £21,441. The properties noted at full sales values in this situation would not be deemed as affordable when compared to the Housing Corporations ‘Affordability Calculator’.

Irwell Valley HA believe that this development can help to support and complement the delivery of the broader regeneration of the Broughton area as a whole through the creation of mixed sustainable communities. 

In order to ensure that this occurs Irwell Valley HA is fully committed to working collaboratively with the lead RSL’s in the area and also with the Council in delivering this development. The Council have set up a meeting with Contour Housing group which is scheduled to take place on the 23rd November 2007 in order to discuss how this collaboration could work best. In addition we are also open to the possibility of working with other partners including Great Places Housing Group, in their capacity as the Home Buy Agent for Greater Manchester, regarding how we could jointly market the shared ownership scheme, potentially through signposting. 

Working alongside other partners, in terms of our marketing and branding for the development we believe could help us to reach a wider range of potential purchasers who may have difficulties purchasing properties for outright sale on the open market.  How exactly this joint marketing and branding exercise will take place is yet to be finalised. However we are keen to collaborate in this manner.

Irwell Valley HA’s commitment to working collaboratively with RSL’s and other partners spans beyond the scope of this development. We are fully committed to adhering to the Partnership Policies and Procedures currently in place in order to maximise the benefits of such collaborations. Similarly in the future we are fully committed to working alongside the Council and it’s other partners in relation to the identification of other possible sites in Salford, which Irwell Valley HA could use the remainder of its available RCGF for the provision of affordable housing.

Conclusion
In conclusion Irwell Valley HA believe the proposed development to be a fantastic opportunity to develop in partnership with Countryside Properties 29 properties in an established and desirable location within close proximity to Manchester City Centre. The properties are of a very high specification and prices are inclusive of parking. 

As illustrated the properties are affordable to local people earning the average salary for the area, and given the high specification we have negotiated with Countryside including white goods and flooring throughout the property they are even more accessible to first time buyers whether they be from the locality or not.

The development supports Salford Council’s objectives for the Broughton area  as a whole as a key strategic site and Irwell Valley is committed to collaborating with partners in order to ensure that this fantastic opportunity benefits local people and similarly attracts new households to the locality.
Appendix 2.
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