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REPORT OF THE HEAD OF HOUSING SERVICES


TO THE LEAD MEMBER FOR HOUSING SERVICES

ON

27th January 2005


TITLE:
‘A Bright Future for Pendleton’

RECOMMENDATIONS:

That the Lead Member for Housing approve and support the submission of the attached Expression of Interest for PFI credits.

That Lead Member notes and approves further specialist support. 


EXECUTIVE SUMMARY:   

The ‘Housing Options Appraisal – Financial Analysis’ document produced by Graham Moody Associates confirms the extent of non-decency in the city.  To meet the decent homes standard by 2010 and to maintain local authority owned properties in a good state of repair £367m of investment is required.

In October 2004 the ODPM reconfirmed that 3 options were available to local authorities to meet and maintain the decent homes standard; ALMO, PFI and transfer.  For Salford no one single option will provide enough investment to achieve the decent homes target, therefore a mixed procurement strategy is essential.

From subsequent financial analysis we feel that PFI is an attractive option for the Pendleton area due to both its co-alignment with wider regeneration objectives for Central Salford to create transformational change and the significant amount of capital investment required.

To ensure that PFI remains a viable option for residents of the Pendleton area, we are submitting this expression of interest for PFI credits.  A total of £1.2 billion PFI credits have been made available by the ODPM for Round 4 allocations. The expression of interest covers 13 key sections as stipulated in guidance from the ODPM and the 4P’s.  These sections include; Scheme size and location, Scope of the contract, Strategic context, Evidence of housing demand, Stock condition, Value for money, Marketability, Risk transfer, Consultation, Councillor commitment, Project management, Timetable and Other considerations.

We feel that the PFI proposal ‘A Bright Future for Pendleton’ will enable tenants to witness the positive benefits of major refurbishment and neighbourhood transformation as an investment vehicle, enabling proprieties to achieve standards of improvement to their homes well above the decent homes standard.

Our initial thoughts around the scope of contract encompass a mixture of extensive refurbishment, repairs and maintenance, coupled with sequential re-modelling and re-development.  The ODPM financial model indicates that a PFI credit of £178.65 million is appropriate to deliver this proposal.

PFI Headline Timetable:

· Expression on interest submitted  - 28th January 2005

· ODPM scheme visit - March/April 2005

· ODPM Round 4 announcement - May 2005

· Preparation of Outline Business Case – October 2005

Given the complexity of options appraisal programme, if we are to achieve ‘sign off’ no later than July 2005 and keep momentum going with the PFI proposal it is recommended that further consultancy support, from the existing specialist organisation, PriceWaterhouseCoopers (PWC), be considered. Therefore, subject to negotiations and additional costs being determined, we propose that their support needs to continue through the PFI project to Outline Business Case. 

 Please find attached the Expression of Interest as the main body of the report.


BACKGROUND DOCUMENTS:

· ‘Making the future happen in Salford’ – Our Strategy for Housing in Salford 2004 – 2006

· Salford City Council Housing Stock Options Appraisal – Overarching Strategy

· FPD Savills Stock condition survey 2003

	


ASSESSMENT OF RISK - Medium

Significant staff resources and external consultancy support have been committed to developing this expression of interest.  Further stock condition work will also be commissioned prior to successful Round 4 announcements from the ODPM .

If the expression of interest were to be unsuccessful there would be a significant investment gap in the resources required to meet the decent homes standard and for the area to be sustainable in the longer term.

	


THE SOURCE OF FUNDING IS


HRA – Stock Option Appraisal Budget.  Internal staff and external consultancy support comprising the PFI team are funded through a combination of Housing Market Renewal and core Strategy & Planning budgets.

	


LEGAL ADVICE OBTAINED 

Legal are aware and support the submission of this expression of interest. Chidi Ebizie is the legal representative forming part of the proposed PFI project team.

	


FINANCIAL ADVICE OBTAINED 

Finance is aware and supports the submission of this expression of interest.  Nigel Dickens is the financial representative forming part of the propose PFI project team.

	


CONTACT OFFICER:


Paul Longshaw – 0161 922 8715


WARD(S) TO WHICH REPORT RELATE(S)


Langworthy


Irwell Riverside


KEY COUNCIL POLICIES

Stock Option Appraisal Process

Housing Strategy 2004 – 2006

Neighbourhood Renewal Strategy
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