Salford City Council - Record of Decision

I, Ian Stewart City Mayor in exercise of the powers conferred by paragraphs 4a and 7 of the Scheme of delegation on approve confirms:
1. The need to commence a formal appraisal of the investment and management options for all remaining non-PFI council owned homes in Salford.
2. That the options appraisal must be guided by the 5 Core tests detailed at 4.4 in the report. 

3. The establishment of a tenant led Options Appraisal Board to appraise options and to make a recommendation to the City Mayor as to the preferred option.
4. The establishment of a dedicated project team to take this work forward and to support the Options Appraisal Board.
Assessment of Risk: 
1.1 Self financing therefore brings many challenges and risks for the council:
1.1.1 Rents will continue to rise significantly over the next four years as the requirement to meet rent convergence is met

The council could choose not to comply with rent convergence and ‘challenge’ the government; however this would have a critical impact on the HRA’s ability to fund services, investment, the PFI scheme and debt. 

1.1.2 A differential investment standard in Salford will emerge

Salix Homes managed properties are unlikely to achieve the decency standard for a considerable number of years and it will be a struggle to maintain the decency standard where this has been achieved. In addition self financing has assumed a lesser investment standard (a basic decent homes standard, not the Salford standard) than that for City West and Pendleton PFI – yet tenants in the Salix Homes managed stock will be paying the same levels of rent as those in Pendleton PFI and City West homes.

1.1.3 Tenants in the Salix Homes managed stock would be ‘subsidising’ the Pendleton PFI scheme

Assuming the council makes its financial contribution to the Pendleton PFI scheme from a combined self financed HRA, this would be seen by a number of tenants in the Salix Homes managed properties as their rents being used to ‘subsidise’ a much better investment standard in Pendleton at the expense of investment in their own homes  

1.1.4 There will be less money to spend on services

Reducing management and maintenance expenditure over time has been built into the self financed HRA. However reducing operational costs will do nothing to solve the investment problem for the Salix Homes managed properties. Bringing the ALMO back ‘in house’ may help achieve some of the required efficiencies, but the council will still have to contend with the stranglehold of the debt cap.

In fact the tenants of Salix Homes managed properties will face a ‘triple whammy’ of: increasing rents, reducing services, and poorer standard of investment when it eventually arrives.

1.1.5 Significant performance requirements remain

The government has built into self financing challenging performance expectations, particularly in relation to the level of bad debts and void loss. There will be a constant pressure on the need to achieve efficiencies against the need to maintain high performance in key areas. Any reduced income to the HRA will just add to its difficulties and this is likely to be more even more of a challenge when the government’s planned welfare reforms and intention to pay the housing element of the Universal Credit direct to tenants is factored in.

1.1.6 The Pendleton PFI scheme must proceed

Any solutions to these risks and challenges must ensure that the PFI scheme proceeds and that the level of investment so far secured for the Pendleton area remains intact

Legal Advice obtained  
All statutory guidelines and legal obligations will be followed whilst undertaking the option appraisal. Each option to be appraised will have detailed legal implications which will be fully considered as part of the option appraisal process.

Financial Advice obtained 
Restrictions on the long term funding of the HRA are as set out within the report above.  Final confirmation of the impact of the Pendleton PFI scheme upon the HRA is still required, however, Sector have modelled the anticipated costs of the PFI within a combined HRA business plan.  This demonstrates that the debt cap placed upon the HRA will limit the Council’s ability to invest in the Salix managed stock. 

The estimated cost of the initial option appraisal is £50,000 which includes the costs of financial advice along with an independent tenant advisor.  This will be funded by Salix Homes via the HRA.  The longer term financial impact of the various options will be considered during the options appraisal process.

.

The following documents have been used to assist the decision process.

Salix Homes Stock 30 Year Investment Profile)

See Appendix 2 (Sector Report)

See Appendix 3 (Project Initiation Document and Plan)
Contact Officer
: Barbara Spicer, Chief Executive, Salford City Council


   Kevin Scarlett, Chief Executive, Salix Homes

Signed: Ian Stewart 
Date ……12th June, 2012 ……………………

This decision was published on .12th June, 2012
This decision will come in force on 20th June, 2012   unless it is called-in in accordance with the Decision Making Process Rules.

