
SALFORD CITY COUNCIL - RECORD OF DECISION

I Harry Seaton Director of Housing Services in exercise of the powers conferred on me by Paragraph 1  of Section J of the Scheme of Delegation of the Council, and following consultation with Councillors Warmisham and Hunt being the Lead and the Deputy Lead Member, respectively, for the Housing Service function, do hereby authorise 

The Assistant Director of Housing(Strategy) to accept a revised side letter for the contract of work associated with investigation of options for the Higher Broughton (Wiltshire Street) area.  

The reasons are  

Several matters have arisen since the original Heads of Terms Agreement was approved which required amendment

The source of funding is  Housing Capital Programme – Private Sector Housing

The following documents have been used to assist the decision process:- 

Revised letter of agreement in the form of a side letter

Signed
...............................................
Dated ................................................

Director

Signed 
...............................................
Dated ................................................

Lead Member

Signed
...............................................
Dated ................................................

Deputy Lead Member

Contact Officer Bob Osborne


Tel. No. 925-1202

*  This decision is not subject to consideration by another Director

Report to Lead Member and Deputy Housing

Report for Decision 

Date of Meeting : 31st August 2001

Subject : Heads of Terms Agreement with Bovis/In Partnership for the generation of options for the Higher Broughton Area

Members will recall that they approved signature of a Heads of Terms Agreement between the City Council and Bovis Lend Lease, In Partnership and Midland & City Developments for the development of options for the Higher Broughton Area. The terms of that agreement were such that if the project commenced that there would be no development costs to the Council, however if the parties to the agreement failed to agree on the project then the Council would pay reasonable costs to the value of around £60,000.

Following further discussions between the parties, and with the approval of the Head of Law and Administration variations to the original agreement in the form of a side letter have been mutually developed.

Given the potential size of the contract Members are asked to authorise the Assistant Director of Housing(Strategy) signing this revised agreement.

A copy of the revised letter is attached

Bob Osborne

Assistant Director (Strategy)

24th August 2001

30th July 2001

Mr. Bob Osborne

Assistant Director Housing

City of Salford Housing and Environment Department 

Turnpike House

Eccles New Road

Salford

M5 2SW

Dear Bob,

Bovis Lendlease Inpartnership MCD Agreement – Higher Broughton Salford

We refer to the heads of terms document dated ….. and side letter dated 22nd May, in relation to the above regeneration scheme.  As we discussed last Thursday, whilst we are progressing with the master planning phase, in accordance with the heads of terms, there are still a couple of issues that need to be tidied up before we can release funds to the various consultants.  It would therefore be very much appreciated if this could be dealt with in the next day or so! You have also raised various points of amendment/clarification which we have dealt with in this letter.

We wholly agree with you that this should be dealt with in a side letter to the heads of Terms and we have attempted to use this letter for that purpose and have a relevant signatures section at the end.

We need to clarify the indemnification provision, in the unlikely event that the scheme does not progress beyond this initial study phase.  As you know the costs for this period are fixed at £60,000.  This sum will be paid by the Partners on the understanding that when the partnership is formed, the £60,000 becomes the first debt of the partnership (including associated interest).

There are 2 basic scenarios that would prevent the formation of the partnership and therefore would preclude further investment.  These are outlined below;

Scenario 1.  The Council cannot proceed with the scheme for reasons including political changes, strategic changes, planning reasons, inability to enter into subsequent legal agreements or inability to provide the land for regeneration as delineated on the plan, attached to this letter.   Council will indemnify the Partners for £60,000, or monies expended to that period, to a maximum of £60,000.

Scenario 2.  Despite all reasonable endeavors of the parties it becomes apparent that the business plan will not be sufficiently attractive for the Council and the investors.  Council and Partners share costs expended to that period on a 50:50 basis.  In other words if the business plan phase is complete by this time, the Council will indemnify the Partners to a maximum of £30,000 and the Partners will cover the remaining £30,000.  (You will note that we have built various review stages into the programme for all of us to take stock).

With regard to the various points raised by you the following is agreed:

1. The parties to the agreement are Salford City Council, Bovis Lend Lease, Inpartnership Ltd and MCD Regeneration Ltd. The Partners are Bovis Lend Lease, Inpartnership Ltd and MCD Regeneration Ltd.

2. The third party investors are not named as it is not prudent to do so. Naming at this point may prejudice the final business plan picture. We are working with a syndicate of investors not all of whom will be involved in every project.

3. The letter from Bovis Lend Lease to you dated 22cnd May, which was a clarification of the Heads of Terms, lays this mechanism out – “As the approach is investment led it is based on uplift in value over the use of the JV.  The Council obviously, as JV Partner, shares in this uplift and creation of value.  We believe, therefore, that the best way of valuing the Council’s assets is for our joint consultants, GVA Grimley, to value on existing use value only and to confirm this with the D.V.”

To add to this as an additional check on best value, some developer competition will be occurring through the life of the JV that will be used to check that the Council is achieving best value through this process.

4. In Para 4.1 “the other party” shall become “any other parties”

5. In Para 5.2 “The Partners” will become “The Parties”

6. In Para 5.3 the first line will become “If the Council decide not to proceed…”

7. In Para 6.2 the first line will become “None of the Parties…..”

8.
       Para 8.1 will become “If a dispute arises under this Heads of

Terms agreement which cannot be resolved by the parties' representatives

within 14 days after it arises the dispute will be referred to Anthony

Lenehan of BLL, the authorised representative of the Partners, Alan R.

Eastwood of the Council, who shall make all reasonable efforts to resolve

the dispute and shall negotiate in good faith to that end. Failing this the

parties agree to the use of an independent arbitrator to resolve the

dispute.

9. Mr Lenehen is a senior Director at Bovis Lend Lease and is responsible for joint ventures of this type directly to the Managing Director and Director of Finance (Europe).
We would appreciate, assuming you agree to the above clarification, if you would sign as noted below and return to us at the above address. 

Yours Sincerely,

We agree to the clarification as noted herein,

…………………………………………………….

For and on behalf of Salford City Council

…………………………………………………….

For and on behalf of Inpartnership Ltd

HTTP://COMCAPPS01.SALFORD.GOV.UK/WEBDB30/DOCS/FOLDER/SDM/CMS/HLMR/HLMR310801H.DOC

