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JOINT REPORT OF THE STRATEGIC DIRECTOR FOR SUSTAINABLE REGENERATION AND THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES

TO LEAD MEMBER FOR PLANNING ON 16 MARCH 2010

TO THE LEAD MEMBER FOR CUSTOMER AND SUPPORT SERVICES

ON 22 MARCH 2010
EXCHANGE GREENGATE: GREENGATE MANAGEMENT COMPANY – SALFORD CITY COUNCIL CONTRIBUTION AND MANAGEMENT STRATEGY
1.
RECOMMENDATION:

1.1
That Lead Members approve an annual contribution of £332,627 from the Council Tax payments towards the running costs of the Management Company and the delivery of a high quality management and maintenance service for the new public realm. 

1.2 The annual contribution will reduce from £332,627 as development comes forward in the Exchange Greengate area and the Management Company secures an annual ‘estate charge’ from the private sector. The annual contribution will reduce incrementally to £169,640 after the first five years.
1.3     That both Lead Members approve the signing off of the Management Strategy.
2.
EXECUTIVE SUMMARY:

2.1
This is a follow up report to two joint reports that were approved by the Lead Member for Planning and the Lead Member for Customer and Support Services in 24th October 2007 and 10th December 2009. 
2.2   The first report approved the principle of the City Council using the increased revenue receipts from Council Tax payments in the Exchange Greengate area to contribute towards the future management and maintenance of the new public realm.  The second report approved the principle of an initial City Council contribution of £326,373 to the Management Company and that the annual contribution will reduce to incrementally to £166,450 after the first five years.
2.3
In securing the total £10.19M funding package to deliver the Phase 1A and Phase 1B public realm improvement scheme, the City Council gave a commitment to ensure the delivery of a future high quality management and maintenance regime. This is a legal commitment on Salford City Council under the terms of the Greengate Funding Agreement (Clause 5.1.1.2) with Housing and Communities Agency (HCA), entered into 09/02/09 and the Collaboration Agreement (Clause 5.1) with ASK Developments, entered into on 27/05/09 and the Grant Funding Agreement with the Northwest Regional Development Agency, to be entered into by 31 March 2010. 
2.4
The Management Company will be a private not for profit company. The Management Company will be responsible for procuring from a third party a high quality management and maintenance service.  The City Council would have a 51% stake in the Company with the private sector having a 49% stake. 

2.5 The Management Company is to be funded by the City Council with the balance from contributions received from Agreements made under Section 106 of the Town & country Planning Act, in the form of an estate charge levied on the private sector through the Local Planning Authority planning framework to contribute to the annual management and maintenance of the public realm.
2.6 Details of the  estate charge is to be levied will be established through a specific Greengate Supplementary Planning Document, which will contain specific planning policies setting out the requirement to pay an estate charge and the value of the estate charge towards the future management and maintenance of the Greengate public realm.
2.7    The estate charge has been calculated by Jones Lang Lasalle in preparing the 
           Greengate Estate Charging Strategy.
3. 
BACKGROUND DOCUMENTS:
· Housing and Communities Agency Grant Funding Agreement (09/02/09); 
· 
Salford City Council and ASK Developments Collaboration Agreement (27/05/09); and
·   Northwest Regional Development Agency Grant Funding Agreement (31/03/10).
4. 
KEY DECISION:  YES 
5. 
DETAILS:
Background
5.1
The purpose of this report is to request the Lead Member for Customer and Support Services and Lead Member for Planning to approve the annual contribution of £332,627 for a five year period to contribute towards the running costs of the Greengate Management Company and delivery of the future management and maintenance of the new public realm in Exchange Greengate.

5.2
It is anticipated that the annual contribution will come from the increased Council Tax receipts from existing and new residential development in the Exchange Greengate area. After an initial five year period the City Council’s annual contribution will reduce incrementally to £169,640 through the levying of an estate charges on commercial and residential development.

5.3
The Exchange Greengate Planning Guidance sets down the principles to establish Exchange Greengate as a dynamic new part of the city centre. The Planning Guidance was formally adopted by the City Council on 17th January 2007 (Annex A).
5.4
The delivery of a high quality public realm is seen as an important component to the redeveloped Exchange Greengate and a catalyst to the development potential set out in the Planning Guidance. The Central Salford Urban Regeneration Company secured a revised planning consent (09/57595/FUL) from Salford City Council for the public realm in July 2009 and a revised planning consent (089669/FO/2009/01) from Manchester City Council for the public realm in November 2009. 
5.5
The Urban Regeneration Company has secured the total funding package of £10.175M to deliver Phase 1A and Phase 1B from the Homes and Communities Agency and the Northwest Regional Development Agency (Annex B). 
5.6
An integral part of working up both funding bids has been the need to produce a robust management and maintenance strategy to deliver high quality management and maintenance of the public realm in perpetuity. This management and maintenance regime will be set out in a Management Strategy that has to be signed off by Salford City Council, Northwest Regional Development Agency, Homes and Communities Agency and ASK Developments.
5.7
The requirement to agree a Management Strategy with both funding bodies is a legal commitment on Salford City Council under the terms of the Greengate Funding Agreement (Clause 5.1.1.2) with Housing and Communities Agency (HCA), entered into 09/02/09 and the Collaboration Agreement (Clause 5.1) with ASK Developments, entered into on 27/05/09. It is also a legal commitment under the terms of the Funding Agreement with Northwest Regional Development Agency to be entered into by 26th March 2010. Failure to agree the Management Strategy could jeopardise the funding for the capital works.

The Exchange Greengate Management Company

5.8
The Management Company will procure a specialist third party provider to carry out an enhanced management and maintenance regime (Collaboration Agreement, Schedule 3, Section 4.3). The Management Company will have a Board with representation from both the private sector and the City Council. The Management Company will be structured in such a way that Salford City Council will always have a 51% stake on the Company Board with the private sector taking the remaining 49% stake. 

5.9
The Management Company will be responsible for procuring and delivering a high quality management and maintenance service for the Greengate public realm in perpetuity, covering both the Highway Authority and City Council owned land. The service will range from the day-to-day street cleaning and maintenance of green spaces to the management and maintenance of water features and beacons etc. The Highway Authority will still undertake the statutory maintenance of the highway authority land. This statutory maintenance will be funded via the Highway Authority, with the Management Company funding the enhanced maintenance costs. As part of working up the detail design of the public realm, consideration has been given to how the boundary between the highway authority land and the City Council land is delineated with the public realm hard landscaping.  

5.10
The Management Company will be run by a town centre manager and will employ street wardens who will oversee the day to day operations of the public realm area and the Company will also take responsibility for the management of events within the public realm. The Management Company will look at additional ways of raising income through the use of the Urban Cove for events and festivals. 

5.11
It is intended that the Management Company will work with the Highway Authority in relation to the granting of licences to cafes, bars and restaurants to provide outside seating areas, where those areas are within the highway authority land.

Estate Charging Strategy
5.12
Jones Lang Lasalle were commissioned in February 2010 to prepare and Estate Charging Strategy for the Greengate area and calculate the estate charge on a pound per square metre for commercial and residential development. The Estate Charging Strategy informs the Management Strategy.
5.13
The Estate Charging Strategy has reviewed the management and maintenance schedule prepared by the Design Team and that informed the Lead Member report approved on 10th December 2009. This review forms the basis of the Management Strategy and identifies an annual management and maintenance cost of £332,627 and has been calculated based on a 25 year whole life cycle. 

5.14  
The Estate Charging Strategy provides for the provision of two street wardens each 
covering a 12 hour shift at a charge rate of £9.92 per hour (both within the budget  for phase 1A and also for phase 1A/1B). The shifts will be split to cover a longer period with the suggested shift times being 6am – 6pm and 10am – 10pm. The street wardens will act as a deterrent to crime, anti social behaviour, be first aid trained and assist the Manager with the daily inspections required by the management and maintenance plans. They will also monitor the CCTV monitors. As this will be a prestigious city centre development with high public footfall, the street wardens are to be Project Argus and Griffin trained. During the period of lone working, hourly check calls will be instigated. 

5.15
Private sector will contribute towards the Management Company costs in the form of an estate charge, charged on a square metre rate. As re-development comes forward across the Exchange Greengate area and the Management Company will lever in the estate charge. The City Council’s annual contribution will reduce over a 5 year period to a 51% contribution of the annual cost. 

5.16 
Jones Lang Lasalle’s Estate Charging Strategy sets out an estate charge which is fixed for commercial development and for residential development. The estate charge is based on floor area for commercial development in accordance with the RICS Code of Practice ‘Service Charges in Commercial Property’. Residential development is calculated on a pound per square metre basis. The following rates will apply:
· Commercial floorspace –  £0.20/per sq.m

· Residential dwellings –  £0.18/per sq.m
5.17
Under the terms of both the Funding Agreement and Collaboration Agreement and as set out in the Management Strategy, the provision of the management and maintenance service is in perpetuity or until such time that the parameters for securing the service charge change, ie: the public realm is removed and there is no management and maintenance requirement. To ensure the on going private sector contribution covers increased maintenance costs in the future, the estate charge will be subject to an annual Retail Price Index increase.

Greengate Supplementary Planning Document

5.18 
For Salford City Council to secure the estate charge towards the delivery and the 
management and maintenance of the public realm at Greengate, Salford City 
Council requires a robust planning policy basis upon which to request the estate 
charge through Section 106 Agreement with applicants seeking planning 
permission in the identified area.  

The existing Greengate Planning Guidance, which is a less formal planning guidance adopted for development control purposes, either by itself, or read in conjunction with the City-wide Planning Obligations SPD, will not provide a sufficiently robust basis for the Council to confidently press for the estate charge through  such Section 106 Agreement.
5.19 Eversheds have advised Salford City Council that the most robust planning framework would be to adopt a Greengate area specific Supplementary Planning Document. The Supplementary Planning Document will set out an explanation of the status of the Supplementary Planning Document and where it sits in the planning policy hierarchy. It will clearly identify the UDP policies it seeks to advance, and cross-refer to the City-wide Planning Obligations SPD and the Greengate Planning Guidance and will explain where it sits in relation to the City-wide Planning Obligations SPD.

5.20
The Supplementary Planning Document will set out the purposes for which the contributions are required and specifically identify the public realm which is to be delivered and maintained.
5.21 
This Supplementary Planning Document will be produced, consulted upon, and 
adopted in accordance with PPS12 - including being subject to a sustainability appraisal - is a document which carries substantial weight in planning.
City Council Contribution

5.22 The City Council will be responsible for bearing the annual management and maintenance costs of the public realm of £332,627 for an initial period of 5 years, reducing to £169,640 thereafter.

5.23 Based upon the anticipated development programme these costs will be borne over the following period:

	Year ending 31st March

	2012
	2013
	2014
	2015
	2016
	2017
	2018
	2019
	2020
	2021

	£

	195,100
	283,748
	314,047
	298,129
	332,627
	169,640
	169,640
	169,640
	169,640
	169,640


5.24 The annual costs identified within the table in Para 5.23 represent the total annual    management and maintenance costs. From 2017, it is assumed that 49% of the              management and maintenance costs are met through the private sector estate charge.
Council Tax Revenue 
5.25
The additional Council Tax revenue will come from a mix of completed and proposed development, as follows:
                    Annual Council 
                    Tax revenue

· Already completed/part completed

£   784,992
· Outline planning permission granted

£1,105,000

· Planning application submitted


£   549,848
· Further development under consideration
£   176,800
Total






£2,616,640
      
The above analysis is based on a Band A payment of £884 per annum.

5.26 CB Richard Ellis undertook a Residential Market Demand Study (July 2009) to inform Central Salford Urban Regeneration Company’s bid for Northwest Regional Development Agency investment. This study reviewed the residential development assumptions out in the Exchange Greengate Planning Guidance and identified a reduction of between 1100 and 1400. Even with a significant reduction in residential development, the increase in Council Tax payments is still significant and more than enough to cover the annual management and maintenance cost identified in this report (Annex c and Annex D).

Conclusion

5.27
This report seeks the Lead Member for Planning and Lead Member for Customer and Support Services approval to an annual contribution of £332,627 reducing to £169,640 over a five year period to contribute towards the running costs and management and maintenance costs of the Greengate Management Company.

5.28
The City Council’s contribution will cover the Greengate Management Company costs of procuring the future management and maintenance of the new public realm in Exchange Greengate, for the first five years. After the initial five years the estate charge levied on the private sector partners will begin to contribute to the costs of the management and maintenance service up to a 49% contribution. 

6.
KEY COUNCIL POLICIES:

6.1
The Exchange Greengate Planning Guidance Policy EG17 Public Realm Proposals and paragraphs 6.56-6.58.
7.
EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS:  
7.1
The proposed funding arrangements will support high quality maintenance regime incorporating street wardens and CCTV. This should ensure the provision of a safe area of public realm which is open to access and use by all groups.

8.
ASSESSMENT OF RISK:

Medium
8.1 Failure to agree the Management Strategy could jeopardise the funding from the Homes and Communities Agency and the Northwest Regional Development Agency for the capital works. 
8.2 The legal advice provided by Eversheds into the robustness of City Council’s planning policy framework and the requirement to prepare an area specific Greengate Supplement Planning Document has been based within the parameters of the existing national and regional planning legislation. Subsequent governments may bring in legislation that introduces changes to the planning system. This could have implications for viability of the area specific Supplement Planning Document to secure the estate charge from the private sector through the planning system.
8.3 In working up the Estate Charging Strategy, Jones Lang Lasalle have assumed that the estate charge is only levied on the private sector when developments are sold or let. This would appear to be a standard practice within the industry. There is a risk to the City Council that if speculative development is brought forward and not let, the City Council may have to pick up more of the annual management and maintenance costs than if the Greengate is fully developed out. This is however an unlikely scenario given the recent downturn in the market and the financial institutions approach to speculative development. That said this could change in the lifetime of the Greengate public realm scheme.
9.
SOURCE OF FUNDING:  
9.1
The funding for the initial five years management and maintenance costs will come from the Council’s revenue budget.  
9.2
Increased Council Tax revenue will come to the City Council as a result of the new development in Exchange Greengate. In addition, Section 106 contributions in the form of an estate charge will progressively be received as development proceeds.
10.     
LEGAL IMPLICATIONS: Supplied by Ian Sheard x 3084

10.1  
Further legal work will need to be undertaken in relation to the proposal to secure private sector funding via a combination of section 106 Agreements and entering into covenant arrangements with landowners to secure these contributions long term. 

11. FINANCIAL IMPLICATIONS:  Supplied by Frank O’Brien ext 2585
11.1 
The initial annual contribution of £332,627 reducing to £169,640 over a five year period to contribute towards the running costs of the Greengate Management Company will be funded from the Councils revenue budget. This will be offset in the longer term by increases in Council tax revenue as set out in paragraph 5.24.
12.
OTHER DIRECTORATES CONSULTED: 

Environment Directorate has been consulted over the hourly and daily staff costs of management and maintenance operatives.


The Customer and Support Services Directorate has been consulted over the funding of the City Council’s contribution to the Greengate Management Company. 
CONTACT OFFICER: Nik Puttnam (Central Salford URC)
TEL. NO. 
0161 686 7421

David Evans

TEL. NO. 0161 793 3641
WARD(S) TO WHICH REPORT RELATE(S): Ordsall and Irwell Riverside

ANNEX A: EXCHANGE GREENGATE BOUNDARY
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APPENDIX B: THE COVE AND GREENGATE GENERAL ARRANGEMENT
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APPENDIX C: WHOLE LIFE CYCLE AND MANAGEMENT COMPANY COSTS 

(Turner & Townsend: 26th June 2009)

Estimated Annual Costs based on (whole life cycle costs over 25 years averaged to give an annual cost):

MAINTENANCE 
Major Replacement

£80,882
Unscheduled replacement, repairs and maintenance (Contingency)
£10,000

Ground Maintenance (Soft Landscaping)
£3,600
OPERATION 

Cleaning

£29,120
Utilities

£38,363
Management Company set up (one off) 
£5,000
Client Definable Costs e.g. staff wage                              
£134,964
Management Company/rents/overheads etc. 
£24,444
TOTAL per annum
 

£326,373
APPENDIX D: CITY COUNCIL, COUNCIL TAX AND NON-DOMESTIC BUSINESS RATE REVENUES FORECAST FOR EXCHANGE GREENGATE

Council Tax forecasts have been calculated on the basis of Band A (£884):

 

· Abito (completed - 256 units) £226,304;
· The Approach (completed - 54 units) £47,736;
· Dandara (part completed - 578 units in total) £510,952;
· ASK & Network Rail (outline p/p - 650 units) £574,600;
· ASK (outline p/p - 600 units) £530,400;
· British Standards Construction Site (p/p submitted - 403 units) £356,252;
· Paloma (under negotiation - 219 units) £193,596; and
· Land at junction of Greengate/New Bridge Street (under negotiation - 200 units) £176,800.
 

Total £2,616,640
The Council tax forecast has been calculated on the basis of Band A. The figures set out against the different bands, represents the revenue that comes to the City Council from Council Tax payments and takes into account the deductions that are paid to the emergency services and Environment Agency. However, if property values were to be higher, reflecting the city centre location and the residential units are valued at higher band values, the following revenues would be achieved:
· Band B (£1,031) - £3,050,729; and
· Band C (£1,179) - £3,478,667.
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EXCHANGE GREENGATE PRESS RELEASE


PHASE ONE GREENGATE PUBLIC REAM


Contact Details: 


David Evans Sustainable Regeneration Directorate ext 6234


Nik Puttnam Central Salford Urban Development Company  0161 686 7421

Opening Paragraph


Exchange Greengate is the 13ha brownfield site, incorporating the historic core of Salford. Greengate is overlooked by Manchester Cathedral and links the two cities of Manchester and Salford together as it stretches from Deansgate, over the River Irwell, down Victoria Street and Victoria Bridge Street to Salford Central. 


The Greengate site will provide an important series of public realm spaces with a new contemporary pedestrian footbridge, which can be used as both an informal city centre space and for events such as markets and concerts – and links with a wider network of existing and proposed green spaces.  Water and lighting will define the space, the area will be lit by a variety of columns, beacons and ground lighting to make a safe and welcoming space. The Council will set up a Management Company working with its private sector development partner to deliver the high quality management and maintenance and events management of the new public realm and spaces. The Management Company will procure a specialist maintenance company carry out the maintenance of the fountains and beacons. Longer term the Greengate Management Company will look to train in house staff to undertake the the maintenance of the fountains and beacons.


Approval of this report by the Lead Members for Planning and Customer and Support services will ensure that funding is in place to ensure this.

Details 

Phase 1A and Phase 1B of the public realm will comprise;

 


1. A pedestrian footbridge linking the cities of Salford and Manchester 


2. The creation of the Urban Cove - a multi-use public space featuring water and 

    bordered by amphitheatre style seating and extensive tree planting


3. The Link – a linear space – to encourage movement northwards from the end of the 

    bridge into the future Greengate square, which will be lined with active ground floor 

    units, ample tree planting and lighting columns.


 


The Greengate site is one of a number of wider proposals to regenerate Central Salford and the surrounding area. It will form an important link between several proposed developments. To the east and west are plans by ASK Developments and West Properties have plans across the River Irwell for the former Ramada Hotel site.

 


Greengate will be a dynamic space that has the ability to change constantly. It will enhance the aesthetic view of the surroundings as well as facilitate the opening of new business ventures in the area.  The success of any city centre public realm scheme is dependent on the way that the public realm is management and maintained. Both CABE and RENEW has undertaken extensive research to demonstrate the economic, social and environmental benefits to come from the delivery and well managed high quality public realm. 


The delivery of the Greengate public realm is to be funded jointly by the new Homes and Communities Agency and Northwest Regional Development Agency and represent £10.19M of public sector investment. This investment is likely to see £439M of private sector investment over a number of years. 

Both bodies require undertakings that there is a robust management and maintenance regime in place to ensure the long term sustainability of the new public realm. This responsibility will be shared jointly between the public and private sector via the Greengate Management Company. 

The Management Company as well as delivering the management and maintenance will also provide street wardens to act as a deterrent to crime, anti social behaviour, be first aid trained and assist the Manager with the daily inspections required by the management and maintenance plans.

Closing Paragraph

This open space will be a first for Salford and will provide an exciting centre piece to the regeneration of the city centre

 


 


