
PART I

(OPEN TO THE PUBLIC)
ITEM NO.

REPORT of the Strategic Director of Housing and Planning and Assistant Head of Service Regeneration Strategy and Co-ordination 



TO Regeneration Initiatives Cabinet Working Group 

ON Monday 2nd October 2006



TITLE : Housing Market Renewal – Key Issues for the Housing Market Renewal Programme        beyond 2008



RECOMMENDATIONS : That Cabinet Working Group note the report and request further updates on Local Area Agreements/Multi-Area Agreements and Compulsory Purchase Order commitments



EXECUTIVE SUMMARY :

This report details progress made on the issues raised with regard to Housing Market Renewal (HMR) at the May and June meetings of the Regeneration Initiatives Cabinet Working Group. Progress is provided in respect of the Government’s Comprehensive Spending Review 2007, Area Agreements and the role of the Regional Housing Board and Compulsory Purchase Order (CPO) forward commitments.



BACKGROUND DOCUMENTS : (available for public inspection)

Manchester Salford HMR Pathfinder Scheme Update 2006/08, HMR Major Investment Area Implementation Plans





ASSESSMENT OF RISK :
The Department for Communities and Local Government (DCLG) have stated that they are unlikely to commit to the whole cost of acquisitions but will expect the City Council to bear some of the cost, broadly in proportion to the City Council’s contribution to the market renewal strategy overall. Whilst the City Council are contributing to the programme the level of contributions vary scheme by scheme. There will need to be careful financial planning in order to satisfy DCLG’s requirement.  





SOURCES OF FUNDING : Housing Market Renewal Fund, Single Capital Pot






COMMENTS OF THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES (or his representative)



1. LEGAL IMPLICATIONS
Provided by :
None provided

2. FINANCIAL IMPLICATIONS
Provided by :
Nigel Dickens

PROPERTY (if applicable): N/A



HUMAN RESOURCES (if applicable): N/A



CONTACT OFFICER :
Cath Inchbold, Asst Head of Service, Regeneration Strategy                        and Co-ordination – 793 3796  




WARD(S) TO WHICH REPORT RELATE(S) : ):  Kersal, Irwell Riverside, Broughton, Ordsall, Langworthy, Claremont, Weaste and Seedley 




KEY COUNCIL POLICIES :
Making the Vision real; Salford’s Community Plan 2006-16, Regenerating a  Great City – Salford’s Neighbourhood Renewal Strategy, Salford‘s Housing Strategy  




DETAILS



1. Purpose of report

To update members on the Comprehensive Spending Review (CSR) 2007, Area Agreements and the Role of the Regional Housing Board and CPO forward commitments for the Housing Market Renewal (HMR) Programme beyond 2008.

2. CSR 2007

The Chairs of the 9 Pathfinders are submitting a joint paper to Ministers outlining the importance of maintaining the HMR programme beyond 2008. The report has been sent to Ministers and Whitehall officials and was formally launched on 22nd September.

A meeting between the Chairs and the Minister for Housing and Planning is being sought to discuss the report during the week of the Labour Party conference in Manchester. The chair of the Manchester Salford Partnership Board, Professor Harloe, will be attending. 

The Manchester Salford Pathfinder (MSP) will continue to play its full role within the preparation of CSR submissions from the region and sub-region. Using the material generated by the production of the 2003 – 06 Annual Report we will continue to engage with DCLG’s and others to ensure that our key messages come across as strongly as possible.

3. Area Agreements and Role of Regional Housing Board

Current Position


The DCLG plans to regionalise HMR are moving forward. The DCLG central team has been reduced considerably in size and it is likely from this point on that DCLG will stop attending Partnership Body meetings and are expecting Government Offices to increase their role in this regard. 

DCLG have indicated that it is their firm intention that HMR will flow through the framework of Area Agreements from April 2008 onwards, although there is still some debate about whether this will be via the Regional Housing Board (within the aegis of the Regional Assembly) or a new national regeneration Agency should that be the outcome of the current review of housing and regeneration.  Given the potential length of time required to set up any new Agency (this may require primary legislation), Regional Housing Boards are currently seen as the favourite. 

DCLG have issued a draft HMR Area Agreement guidance paper for comment by the Area Agreements Working Group established by them to take this matter forward (including John Glester, Merseyside Pathfinder, who represents Pathfinders and Eddie Smith, Manchester City Council, who represents Local Authorities).   The main provisions of the draft guidance are outlined below. 

Summary of Draft Area Agreement Guidance

The guidance states that it is expected that market renewal will fall within the economic development block of area agreements and that it will be managed through sub-regional arrangements.

Where a market renewal area falls within proposed areas for Multi-Area Agreements (MAAs) to deliver economic development, as is the case in Greater Manchester, it is expected that housing market renewal will form part of that MAA.  It will then be a matter for partners to decide whether the governance body should be the market renewal partnership or a separate partnership.  Where there is not a MAA, market renewal will form part of the Local Area Agreements (LAAs) for each local authority, although they will need to participate within the sub-regional arrangements.

DCLG will agree the most appropriate market renewal outcome targets for area agreements, which are likely to use price and or/vacancy indicators.  Targets will be at the defined HMR intervention area within the sub-region, however, incorporation of HMR grant into area agreements will remove geographical and eligibility constraints on the use of the grant. 

Levels of HMR allocation awarded to each area agreement from 2008/09 will be decided either on the recommendation of a funding body (i.e. the Regional Housing Board or new national regeneration agency) or by formula.  Within MAAs, a single allocation will be made for the sub-region, and it will be a matter for the sub-regional partnership to decide how it is used within the sub-region.  The funding body will also recommend the level of outcome targets that should go into the agreements.  Monitoring of the agreements will be the responsibility of Government Offices.

Key Issues/Questions

It is difficult to assess currently what the exact impact will be for MSP and whether it will mean significant changes to the current management arrangements.  There are, however, a number of issues/points of clarity the draft guidance raises:  


· The draft guidance only covers HMR and does not take into account the wider role of Regional Housing Boards in managing other housing investment through Regional Housing Strategies or how HMR allocations would sit alongside these funds.

· As stated above, the draft guidance assumes that HMR will fall within MAAs for economic development where these exist.  Such an agreement is being proposed for the Greater Manchester City Region which raises questions around how the MSP will fit into new governance arrangements proposed for the City Region. The conditions on when to use MAAs and LAAs appears to go against the flexibility that the LAA Working Group have been seeking to allow each Pathfinder area to determine which model would work best for them.  Pathfinder Directors are agreed that any new arrangements must involve the ability to retain Pathfinders as sub-regional partnerships.  

· The statement that “incorporation of housing market renewal grant into area agreements will remove geographical and eligibility constraints on the use of grant” appears to suggest the end of a separately identifiable market renewal programme. 

The full impact of the proposed HMR area agreement model on MSP is not clear, but there are a number of potential issues that need to be considered or clarified.  The two local authorities are discussing these issues on 9th October, in particular which model would best suit the interests of the MSP programme, and how best to respond to DCLG and regional partners.

4. CPO Forward Commitments

For the 2003/06 programme the then Office of the Deputy Prime Minister provided the MSP with a Supplementary Legal Agreement (SLA) in 2005 (formalising an agreement made in October 2003) that provided resource cover up to a maximum of £89m for CPO expenditure during the period 2006 –11 arising from CPO decisions made by the two Local Authorities during the 2003 – 06 period. The split of this resource coverage was £63m for CPO costs in Manchester and £26m for CPO costs in Salford.

As part of the Scheme Update negotiations with DCLG we have been seeking a mechanism to extend the coverage of resources to meet the added costs of CPO commitments that have been entered into during the 2003 – 06 period and to guarantee resource coverage for CPO commitments that will result through the taking forward of new activity during the 2006 – 08 programme period. In total, these commitments add up to £215.72m for the MSP, although they flow over a 5 – 7 year period. 

DCLG have confirmed that they are not minded to provide MSP with an updated Supplementary Legal Agreement as it sets a precedent and ties up future budgets in schemes that may not actually end up with confirmed CPOs. The Pathfinder also expressed concerns about how resources for these commitments may need to be protected in the event of regionalisation of HMR funding in the future and the potential aggregation of HMR with other funding streams into a Regional Housing Pot. 

DCLG have now written to the Pathfinder stating they “recognise that entering into a Compulsory Purchase Order means that the local authority takes on legal commitments to expenditure over a period of up to six years to acquire the properties which are the subject of the Order” and that this may mean that Ministers are willing to commit to funding beyond March 2008. They state that they are likely to consider the merits of such a commitment on a case by case basis.  They state that in particular they are :

· unlikely to make a commitment before the local authority has carried out a Neighbourhood Renewal Assessment which demonstrates resident support for the proposals and has established a clear timetable.  

· unlikely to commit the whole cost of acquisition, but will expect the local authority to bear some of the cost, broadly in proportion to its contribution to the market renewal strategy overall;

· likely to take into account the authority’s ability to use capital receipts arising from the disposal of previous acquisitions funded by grant to help meet  the commitments generated by new CPOs.

Next Steps
DCLG have indicated that they are willing to work with us to achieve a solution for schemes where we are already acquiring on a voluntary basis and where CPO decisions are imminent. To achieve this we will need to set out a timetable for CPO decisions and build up, on a scheme-by-scheme basis, a business case and standard process to allow for assessment by DCLG. Further work on new start activity for 2006/08 will also be required. 

It has been agreed that a small working group comprising MSP Secretariat and Manchester and Salford City Council officers be set up to assess the implications for the programme of the points raised in DCLG’s letter and to progress a timetable and proposed protocol by which we take scheme details to DCLG to secure confirmation of resource coverage for forward commitments. The aim is to re-engage with DCLG on this matter within six weeks. 

Within these discussions there is still a need to ensure that DCLG have a clear understanding of, and build into forward budgets, the likely levels of HMR that will be required in future years, and assurances that relevant structures will be in place nationally and regionally to receive and agree our proposals in an expeditious manner. 


