



______________________________________________________________

REPORT OF THE STRATEGIC DIRECTOR OF HOUSING AND PLANNING

______________________________________________________________

TO THE LEAD MEMBER FOR HOUSING

ON 23RD MARCH 2006
______________________________________________________________

TITLE:  Approval of Pendleton Private Finance Initiative Expression of Interest for Submission to ODPM

______________________________________________________________

RECOMMENDATIONS:  That Lead Member:

1. Notes the content of the Expression of Interest for HRA PFI credits for the Pendleton area; and

2. Gives approval for its submission to ODPM on 31st March 2006.

______________________________________________________________

EXECUTIVE SUMMARY:

The Council submitted an expression of interest for Housing Revenue Account (HRA) Private Finance Initiative (PFI) credits for its stock within the Pendleton area in January 2005.  This submission was unsuccessful, and ODPM have invited the Council to resubmit an updated expression in this bidding round.

Over the last twelve months the Council has invested significant resources to strengthening the submission in line with the feedback that was received on the last expression of interest and now wishes to make an updated submission.

This report seeks Lead Member approval for the submission of the expression of interest to ODPM.  Delegated approval was given to Lead Member for Housing to give such approval by Cabinet on 10th January 2006.

______________________________________________________________

BACKGROUND DOCUMENTS:  

Salford City Council Housing Stock Options Appraisal – Overarching Strategy

Expression of Interest document and associated appendices

ODPM guidance documents

______________________________________________________________

ASSESSMENT OF RISK:

The submission that is being made is an expression of interest and does not itself commit the Council to any legal or contractual obligations at this stage.

Significant staff resources and external consultancy support have been committed to developing this expression of interest.  A stock condition survey and specialist investigations have been undertaken to provide up to date accurate information on the level of investment that is required to improve the housing stock to the Salford Standard.

Full account has been taken of the impact on the Housing Revenue Account, which demonstrates long-term viability, and a value for money analysis has been carried out which confirms that the PFI proposal represents value for money.

Failure to achieve a place on the PFI programme, or only receiving partial approval will affect the Council’s ability to meet the Decent Homes target in Pendleton by 2010.  However the signed off stock options appraisal confirmed that the pursuit of PFI credits in Pendleton was the option which was most likely to deliver the necessary investment.

The overall assessment of risk at this stage in the process is therefore considered to be low.

______________________________________________________________

SOURCE OF FUNDING:

The report is seeking approval to submit an expression of interest to seek funding from ODPM.

The PFI credits will feed into the future HRA Business Plan.

______________________________________________________________

LEGAL IMPLICATIONS:  Provided by Pauline Lewis

______________________________________________________________

FINANCIAL IMPLICATIONS:  Provided by Nigel Dickens

Financial consideration has been given about the long-term financial viability of the HRA Business Plan as a consequence of the expected PFI credits arising should the Council be successful through the process. Obviously there are many assumptions and variables as the Plan is over a 30-year period but financial re-assurance can be given about its viability over this period.


COMMUNICATION IMPLICATIONS:

The main elements of the PFI proposal have been presented to the following community groups, who have expressed their support to the Council making the submission:

· PFI Steering Group

· Pendleton Community Forum

· Pendleton Area Action Plan Steering Group

VALUE FOR MONEY IMPLICATIONS:

In line with treasury guidelines, the PFI procurement route has been considered in terms of viability, desirability and deliverability.  This form of quantitative assessment allows comparison between the relative costs of undertaking a PFI versus a traditional procurement.  This has demonstrated that the PFI proposal represents value for money.


CLIENT IMPLICATIONS:  Not applicable.


PROPERTY:

The expression of interest for PFI funding incorporates a comprehensive package of refurbishment and remodelling to the existing stock, together with some new affordable housing provision.  The potential future housing options for areas of reprovision will be determined as part of the development of the Area Action Plan process through a period of intense consultation with the local community during June/July 2006.

______________________________________________________________

HUMAN RESOURCES: 

If successful in gaining a place on the bidding round programme the Council will be required to develop an Outline Business Case.  A project team for Pendleton is already in place to take this forward, but existing support from external advisors will need to be at least maintained, if not increased.  It will also be necessary to appoint specialist insurance advisors during this period.

___________________________________________________________________

CONTACT OFFICER:

Deborah MacDonald, Project Manager – Pendleton

Deborah.macdonald@salford.gov.uk
0161 793 2791

______________________________________________________________

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

______________________________________________________________

KEY COUNCIL POLICIES:  Housing, Planning and Regeneration

______________________________________________________________

DETAILS:

Background

Early in 2004 the Council commenced an intensive period of intensive consultation on a Stock Options Appraisal with tenants, leaseholders and residents who have purchased their properties under the Right to Buy (RTB) on the options available to secure investment to achieve the Decent Homes Standard for Council owned housing stock.  This appraisal process concluded that PFI was the option that was most likely to deliver the investment that was necessary to improve the stock in Pendleton to not only the Decent Homes Standard but the higher Salford Standard.  This was supported by residents in the area, with 68% of respondents selecting this as their preferred choice of investment.


In January 2005 the Council submitted an expression of interest for PFI credits but this was unsuccessful due to the significant amount of investment that was requested within an over-subscribed bidding round.  The ODPM advised that the submission required further work in certain areas and offered to work closely with the Council to allow a resubmission in the following bidding round.

Activity Since Last Submission

Extensive work has been undertaken over the last year both on the PFI proposal and the emerging Area Action Plan for Pendleton.  Key areas of activity have included:

· The establishment of a PFI steering group to strengthen resident engagement in the process;

· Establishment of a dedicated project team for Pendleton;

· The commissioning of further stock condition and specialist survey work;

· The completion of land valuation work;

· The completion of sustainability work on the high rise blocks to demonstrate long-term demand;

· Further testing of market interest to demonstrate deliverability of the proposal;

· The commencement of the Pendleton Area Action Planning process.

Development of Updated Expression of Interest

The 5th bidding round has been announced and the Council is now in a stronger position to resubmit the updated expression of interest on 31st March 2006.  The draft expression of interest submission is attached as appendix 1 and details the scheme size, location and scope of the proposal and the stock condition and investment needs which the PFI proposal seeks to address.

The aim of the PFI proposal is to make the area attractive to those who live in, or wish to move to, Pendleton.

The expression of interest includes the Council owned housing stock within the boundary identified at Appendix 2, which covers the following estates:

· Broadwalk Estate

· High Street Estate

· Lindinis/Denbigh Estate

· South Clarenden Estate

· Amersham Street Estate

· Athol Street Estate

· Nursery Street Estate

The PFI credits which are being sought will facilitate investment to refurbish housing stock to the Salford Standard, remodel inappropriate stock and provide new housing stock that is affordable and appropriate to future housing needs.

Linkages with the Pendleton Area Action Plan

The Pendleton Area Action Plan (PAAP) was commenced in April 2005.  This will take up to three years to complete and will be a formal planning document that will specifically cover the Pendleton and Langworthy areas of the City.  The PAAP looks ahead to the next 15-20 years and aims to secure the successful regeneration of the area.

The key objectives for both the PAAP and the PFI proposal are:

· The creation of a cohesive, vibrant mixed use area, with its own distinctive sense of place;

· Consolidation of existing residential neighbourhoods, reinforcing local identity and promoting new landmark development;

· The creation of clear physical linkages between development sites, through the area and outwards;

· The creation of a high quality, safe environment by promoting design excellence.

The PFI proposal is one of the key driving forces behind the production of the PAAP and it will ensure that the investment in social housing does not take place in isolation, but is instead fully co-ordinated with other investment decisions to ensure that the benefits for the local area are maximised and a truly sustainable community is created.

The timetable for the key stages in the production of the PAAP has been aligned with that of the PFI proposal in order that the investment strategy for the social housing can be developed alongside the wider proposals for the area.

An Issues and Options report is currently being finalised and this will be submitted to Lead Member for Housing and Planning later this month for approval.

Next Steps

Following submission of the expression of interest the next steps will be as follows:

· ODPM scheme visit (estimated April-June 2006)

· ODPM 5th round bidding announcement (estimated June-July 2006)

· Consultation on housing options as part of the PAAP process (June-July 2006)

· Ongoing training programme for the PFI Steering Group and Community Forum

· The establishment of a focus group to develop the output specification for the Outline Business Case (August-September 2006)

Conclusion

The PFI expression of interest submission has been considerably strengthened and updated over the last year and is now ready for resubmission.

The development of the submission has taken account of the corporate impact of making such a submission and a value for money analysis has been carried out which confirms that the PFI proposal represents value for money.

Lead Member is therefore recommended to:

· Note the content of the Expression of Interest for HRA PFI credits for the Pendleton area; and

· Give approval for its submission to ODPM on 31st March 2006.

Bob Osborne

Head of Housing
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