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	EXECUTIVE SUMMARY:
	In April 2009 the budget announcement contained a £100m fund to support local authorities build up to 900 new homes (30m in 09/10 and 70m in 10/11). 

RMBC are proposing to submit a bid in the July bidding round.  If successful 2010 Rotherham Ltd will manage these properties once built.

The attached report from Tom Bell, Neighbourhood Investment Manager, Rotherham Borough Council (RMBC) sets out the progress being made to date. 



	IMPLICATIONS:
	

	CONSULTATION:
	None specifically arising from this report 

	ENVIRONMENTAL:
	Environmental issues are being incorporated into the proposed new development site.

	EQUALITIES/DIVERSITY:
	None specifically arising from this report

	FINANCE AND VFM:
	The finance implications are outlined in section 7 of the attached report.  There are no specific financial implications for 2010. 

	HEALTH & SAFETY:
	None specifically arising from this report.

	LEGAL:
	None specifically arising from this report.

	PERSONNEL:
	There are currently weekly project meetings and 2010 staff have been working with RMBC and partners in preparing for the bid. The majority of the input has been in preparing the required package of documentation for the Tenancy Services Authority (TSA) accreditation.  Continued 2010 staff resources will be required with regard the proposed development of the site and if successful the management of the properties. 

	RISK:
	There was a specific workshop on risk which was attended by all interested parties. Section 7.1.3 of the attached report outlines the major risks identified so far.  There are no identified risks for 2010.


	Introduction

This report presents a report from RMBC outlining their proposal to bid for grant funding to enable them to build Council houses in Rotherham. 
Background Information
In April 2009 the budget announcement contained a £100m fund to support local authorities build up to 900 new homes (30m in 09/10 and 70m in 10/11). 

Approval was given by the Council to make a bid submission to the Homes and Communities Agency (HCA) for new grant funding in June 2009. 

There are two opportunities to bid for resources and RMBC are proposing to submit a bid by the deadline of 31st July.  Successful bids will be announced in September.

2010 Rotherham Ltd have been working in partnership with RMBC and its partners in preparing the bid.

As a requirement of managing grant aided housing stock, 2010 Ltd must be accredited with the Tenants Services Authority (TSA) and was required to submit an application for Housing Management Accreditation by 20th July.  This submission was made on time and should be presented to the TSA’s Executive Board on 5th August 2009.  Being a 2 star ALMO has enabled a fast track approach to this process with documentation being supplied including the last Audit Commission Inspection Report and associated action plan. 
Appendices/supporting information
Appendix 1 – New Build Council Housing report.



Appendix 1

	
	Meeting:
	2010 Rotherham Ltd Board 



	
	Date:
	29th July 2009

	
	Title:
	New Build Council Housing.  

	
	Directorate:
	Neighbourhoods and Adult Services




Summary

This report sets out the progress being made to build new Council Housing in Rotherham.

Approval was given by the Council to make a bid submission to the Homes and Communities Agency (HCA) for new grant funding in June 2009. There are two bid rounds 31st July and 30th October. This report provides;

· the key points of our submission proposals

· areas of work in progress

· and  areas of risk and uncertainty

Our proposals are for 32 new build homes in Dalton for social rent, owned by the Council, maintained and managed by 2010 Ltd and developed by Chevin one of our Housing Association partners. The development demonstrates the necessary strategic fit and deliverability within the time table set by Government, subject to resolving procurement of a contractor and acceptable financial modelling. There are two opportunities to bid for resources which are both very tight. Our ambition is to make a submission to the HCA by the 31st of July 2009, however if some of the project uncertainties and Council decisions are unresolved then we may defer our application until October 2009.  Successful bids will be announced in September and December.

The details of the bidding process are set out in this report along with scheme proposals for consideration, resource requirements and governance arrangements.
Recommendations
(1) That the 2010 Board receives the report and notes the current position.

Proposals and Details

7.1 Background

The April Budget announcement contained a £100m fund to support local authorities to build up to 900 new homes.(£30m in 09/10 and £70m in 10/11). The funding is being administered by the HCA and will be allocated through a similar process to the National Affordable Housing Programme.  In addition, the Prime Minister recently announced a further £1.5 billion package of housing investments. 

Bidding 
· There are two opportunities to bid for resources. The deadline for funding bids in the first round is 31st July. Successful bids will be announced in September.

· The deadline for funding bids in the second round is 30th October 2009. Successful bids will be announced in December. 

Both dates are extremely tight. As a result, it has been necessary to find a site that is as ready to go as possible and work with experienced affordable housing developers, in this case Chevin Housing Association, to ensure compliance with bidding guidance. Formal guidance was issued on Friday 8th May and the following points capture the key elements of the guidance and what is proposed:

7.1.1 
HCA Requirements and progress made to comply
· Scheme proposals must be new build and demonstrate strategic fit and deliverability. Progress;

· We have selected the development site in Dalton known as the Wood Street and School Street site. This is adjacent to Chesterhill Avenue and has a demonstrable social housing need and our development proposals support our strategic master plan for the area. Planning officers have been consulted on the scheme plans and are not identifying any objections on planning grounds. Local Ward Members have also been consulted and are very supportive of the proposals. Detailed planning application is proposed to be submitted in August 2009.
· Development proposals are to be to a minimum Code for Sustainable Homes Level 3 although proposals which deliver Level 4 and above will be advantaged through the bidding process. 
· We are proposing to achieve code for sustainable homes Level 4 on this development and our design details and cost modelling is based on this
· LA’s are expected to contribute land at nil value.
· The site is in Council ownership, it was formerly cleared of obsolete terraced housing and through investigation we have a clean title to the land. The Council previously approved the land for affordable housing provision as part of the Councils affordable housing programme.
· Development proposals are to be for social rented units only, with LA secure tenancies.
· Our scheme proposes to build 6 new flats, 1 disabled person house and 27 houses. All these new homes will be available for social rent through Key Choices and we are planning to have the homes managed and maintained by 2010 Rotherham Ltd. Our cost model assumptions are for rents to be set using formula rent setting. However it should be noted they will be higher when compared to existing stock, as one of the factors in rent setting is property value, and these will achieve higher valuations.  Appendix 1 illustrates the latest proposed site layout.
· Starts on site should be no later than March 2010 and completions by March 2011.
· The scheme proposal at Wood Street/ School Street has detailed plans and designs, which comply with the scheme development standards set by the HCA. We have partnered with Chevin Housing Association under Rotherham’s existing Registered Housing Association Partnership framework. Legal Services advice has established this arrangement is appropriate. Chevin are providing the Council with project development services and are sharing their expertise with EDS to enable a second scheme to be developed by in house services. A Council Housing project team has been established made up of representatives from EDS, Financial Services, Legal Services, 2010 Rotherham Ltd, Chevin and chaired by Neighbourhood Investment Services. The team meet weekly to review progress made against a project plan and respond to the challenging timeframe. Key project risks and financial risks are being identified by this group and are set out in this report. Any of these risks and uncertainties has the potential to cause delay and or prevent the scheme from going ahead.
· LA’s will be required to complete the Pre-Qualification Questionnaire (PQQ) process to be accepted as investment partners with the HCA in order to receive grant. This process is to be twin tracked with the bidding process
· Excellent progress has been made in relation to this requirement, although it has been resource intensive requiring an input from EDS, 2010 and Finance, co-ordinated by Neighbourhood Investment Services. We have linked with Sheffield City Council on this requirement to share knowledge, skills and good practice.
· As a requirement of managing grant aided housing stock, 2010 Ltd must be accredited with the Tenant Services Authority and so needs to submit an application for Housing Management Accreditation no later than six months prior to start on site. (2010 Ltd would need to submit an application no later than September 09).
· We have worked with 2010 Rotherham Ltd to source and package the required information to support the submission. The submission has now been made to the TSA and will be presented to their Executive Board on 5th August. 2010 Ltd’s 2 star status has enabled the process to be ‘fast tracked’. 
· We must provide a statement outlining impact on jobs in construction, e.g. jobs and traineeships created, will need to be submitted with the bid 
· We are working with Chevin, 2010 and EDS on this element and have gained experience on other locally delivered affordable housing schemes that have delivered construction jobs and training.
· We must make our bid submission using the HCAs Information Management System (IMS). This is a computer based programme which requires permissions from the HCA to enter.
· Staff have been on IMS training with the HCA in Leeds and our permissions and passwords have been sent through. The next step is to get RBT to ensure the councils IT system can interface with IMS. RBT have been tasked with this job request.
7.1.3 Key Risks and Uncertainties
1. Working at Risk  - Chevin are currently working at risk and the Council need to provide a letter of engagement. It has only just become clear we can employ them to carry out professional services for the Council under the existing RSL Partnership. It is still unclear whether we can use their construction partners to build the scheme. Investigations into this matter are still ongoing. The work Chevin are doing will need paying for, again this will come out of the grant but if we are unsuccessful we will need to cover the costs incurred. Chevin have provided cost details which amount to £85,000 up to the point of a full planning application. 

2. Procuring a constructor - There is an ongoing procurement issue with how we appoint a contractor which may need a waving of standing orders to resolve if we are unable to work within existing partnerships. Legal Services are looking into this matter. If we are unable to use existing frameworks then there is a lengthy procurement exercise to undertake, which will prevent the project meeting the timelines. If this is the case we may need to investigate waving standing orders due to extraordinary circumstances. This will be a key discussion point at the project group meeting on the 15th July.

3. The financial model - This is being worked up at the time of writing this report and is a key document in demonstrating project viability. We have appointed a Housing Quality Network (HQN) financial expert to lead this piece of work. We will understand the long term scheme viability shortly. The risk is we may not be able to demonstrate long term viability and a decision is required about whether further financial support can be justified. We expect the draft financial model to be available by the 20th July. 

4. Decision Making deadlines – These are extremely tight and although we have Council permission to submit a bid there are a number of variables, costs and uncertainties which require Cabinet consideration and decisions. The last Cabinet  meeting is on the 29th July with long lead in times requiring reports to be presented to CMT and our own NAS procedures. We have been unable to follow normal processes as the report is very much work in progress and new information will be presented on the day. 

5. Risk Management – The project team will meet again on Wednesday 22nd July to finalise the risk register. The outcome of this will help mitigate risks and aid Council decision making.

Finance 
· £100m available nationally to deliver up to 900 new homes for completion by March 2011. Recently funding has been topped up with Housing Pledge Programme resources to deliver 2500 new homes.
· Schemes will be funded on the basis of 50% grant and 50% prudential borrowing. With regard to value for money, bids will be compared to current delivery partner rates, i.e. RSL’s.
· The costs associated with developing the scheme for bid submission are included within the overall project costs, therefore subject to grant approval are covered. If our schemes are not supported by the HCA we run the risk of up to £180,000 of fees and charges that will require payment by the Council. 
· The new build funding can be accessed directly by the Authority. The money is only available for 2009/10 & 2010/11 (on a use it or lose it basis). 

· Although the new properties will be within the HRA, they will be outside the HRA subsidy framework. LA’s are therefore able to ‘ring fence’ the rental stream from new build properties to service the necessary borrowing requirement to support the build programme. Rents will be set on the basis of formula rents and will be proportionately higher than existing rents due to higher property values being factored in.

· The Right to Buy still applies and any subsequent capital receipts are to be paid back, rather than being available for the LA to recycle into further build.  

· Successful bids will be secured by grant agreement.  This will be bespoke to LAs and simpler in recognition of LA status.

· Financing new council housing requires a commitment of land and the council being prepared to borrow over an extended period of time (30 years). It will be therefore important to ensure our scheme proposals are based on well informed financial modelling and the houses are sustainable in the long term. 
· Does the funding model work? The Council will be required to raise the capital approximately 50% of the build costs to enable a scheme to offer value for money to the HCA. It is able to take the rent collected from the new houses outside the existing Housing Revenue Account and capitalise it, less management and maintenance costs. Now that the scheme is fully designed up we are able to put the costs into the financial model. Work is currently underway to populate this model and we have employed a financial expert in affordable housing from HQN to lead this piece of work. We expect the outcome of this to be available in the next few days.

9.  Risks and Uncertainties

There is no certainty of a successful bid and we anticipate many Local Authorities will submit scheme proposals. Within the Yorkshire and Humber region 8 bids are anticipated, 3 in South Yorkshire. Rotherham is in a strong position to submit a competitive bid and if unsuccessful will have a scheme ready to go should the funding become available again in the future.

Carefully planned communication will be vital to manage expectations and local ambitions. There will be no certainty about delivery until an announcement is made on which schemes are being funded.

A risk management register will be finalised on 22nd July. 

10. Policy and Performance Agenda Implications

A Council Housing building programme contributes towards our key corporate strategic themes of:-

Rotherham Learning

Rotherham Proud

Rotherham Safe

Rotherham Alive

Rotherham Achieving

These key themes are reflected within the Individual Well-being and Healthy Communities outcome framework, as follows:

· Improved Quality of Life – by creating opportunities for improved housing standards to meet household aspirations and an improved quality of life, through meeting identified housing needs and removing obsolete housing and environmental blight (Objective 6)

· Exercise Choice and Control – through enabling a range of housing options to be presented to households affected by regeneration programmes; ensuring individuals can exercise choice and control over their housing options and home life (Objective 6)

· Personal Dignity and Respect – through creating housing choices and tools which promote independent living, personal dignity and respect, investing in quality neighbourhoods, ensuring residents can enjoy a comfortable, clean and orderly environment.

· Freedom from discrimination or harassment – through providing quality housing and independent living, targeted to meet specific need, to support improved health and well-being, facilitated by a transparent process agreed with the client from the outset (Objective 2)

· Economic well-being – providing high quality housing, through high design standards and meeting identified needs in order to create sustainable neighbourhoods, offering high quality and extended choice of housing provision, to meet current and future aspirations.
11. Background papers and consultation.

HCA web site; www.homesandcommunities.co.uk
Report to CMT 8th June 2009.
Contact Name/s : 

Tom Bell, Neighbourhood Investment Manager Tel: 01709 334509, tom.bell@rotherham.gov.uk 
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