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The appendix to this report is NOT FOR PUBLICATION because it deals with information relating to the financial or business affairs of any particular person (including the authority holding that information and information in respect of which a claim to legal professional privilege could be maintained in legal proceedings (Paragraphs 3 and 5 of Schedule 12A)

1.
Summary
This report seeks Members’ approval to enter into a joint venture (JV) with Watford Community Housing Trust (WCHT). This JV is part of the Council’s property investment strategy, covered elsewhere on this P&R Committee meeting’s agenda.

2.
Details


Background

2.1
WCHT approached the Council to explore the possibility of establishing a JV which is intended to develop assets held by both parties.  The purpose is to create new housing, optimise the asset value and enable each party to deliver their strategic purpose. Following that approach and in recognition of our shared objectives in this respect, early investigation of a site known as the Grapevine PH in South Oxhey was instigated.

2.2
The current position is that TRDC have a long-held, freehold interest in the Grapevine site and WCHT now have a conditional contract to acquire the head leasehold interest in the property. Additionally the Council own the freehold of land to the rear of this site, part of which is the subject of another commercial tenancy. 

2.3
A development scheme has been drawn up and is due for consideration by Planning Committee on 23 February. The development comprises 33 flats and has a policy-compliant 45% affordable housing content (10 social rent and 5 shared ownership) with the remaining 18 units being designated for market rent. Financial evaluation of the scheme is ongoing in order that the optimum benefit is derived. The detailed business case for the development as described will be brought to the March P&R Committee.


Joint Venture
2.4
Anthony Collins Solicitors (ACS) were already acting for WCHT in a similar situation with Watford BC. With the Chief Executive’s approval to exempt the instruction from normal procurement procedures, for reasons of exceptional circumstances, ACS was jointly appointed by TRDC and WCHT in this matter.

2.5
The basis of the JV is set down in detail in the Part II agenda of this Committee, in a paper prepared by ACS. It is proposed that the JV will operate through two vehicles, known as “Sale LLP” and “RentCo”. Sale LLP will be a limited liability partnership, the members of which will be TradCo (the Council’s trading company) and Clarendon Living Limited (the equivalent trading company and wholly-owned subsidiary of WCHT). RentCo will be a company limited by shares and jointly owned by TRDC and Clarendon Living.

2.6
Sale LLP will act as the Development Manager focusing on the development of the land and onward sale of the properties. RentCo will be the vehicle that offers the relevant units for rent, both affordable and market rent. Any profits derived from the activities of Sale LLP and RentCo will be shared equally between the Council and WCHT. In most cases land and working capital will be provided to the operating companies in exchange for shares, by way of loans or loan notes from the Council, WCHT or third party lenders as appropriate.

2.7
The rationale behind these arrangements can be summarised as follows:-
· It separates the development work with a more frequent turnover of assets from the long term ownership of assets. 

· Having the development activity taking place in an LLP is the most tax efficient way of structuring the joint venture for both parties.

· The Council cannot directly enter into an LLP that is created purely to generate profit. In order to trade commercially, TRDC is required by the Localism Act 2011 to set up a company. By having its own trading company (TradCo) the Council can enter this Sale LLP, or indeed another joint venture, and use the proceeds for Council funding purposes. The Council can participate in RentCo also by virtue of its General Power of Competence in the Localism Act 2011.
2.8
Articles of Association, Shareholders’ and Members’ Agreements will need to be drawn up as primary governance and control documents which will establish how each entity is to operate, make decisions, avoid conflict and create a competent Board of Management. The interface, scrutiny and accountability requirements of the Council, through P&R Committee, will need to be set down very clearly. 
2.9
The procurement of services, goods and works by Sale LLP and RentCo to implement the development within the JV must be established in a clear regime. The controls over State Aid must equally be fully considered and provided for. The Council must ensure that, in disposing of any land into the JV, it obtains best consideration.


Next Steps & Timeline
2.10
Provided Members agree the proposal to enter into a joint venture with Watford Community Housing Trust, the matter will be progressed under three headings namely:- 
· The detailed legal arrangements to form the required companies and including any taxation advice that may be necessary.

· The detailed business case and finances required for the specific development of the Grapevine site.

· The mechanics of achieving the development itself, being detailed design, procurement and generally getting ready for construction on site.
2.11
Whilst the detail of the legal documents is still to be established, a further and final report and recommendations will be brought back to this Committee on the 20 March and for final approval at a subsequent Full Council. On that basis the companies could be established in time for commencement later in the year.

2.12
The business case will similarly be presented to P&R Committee in March for sign-off.
2.13
By parallel tracking the above and bringing forward the project-specific requirements, it is envisaged that following the necessary procurement process a Contractor would be identified by the end of May and a start on site in about August 2017. On that basis the construction could be complete by about the end of December 2018.
 
  
3.
Reasons for Recommendation
3.1
 It is necessary for P&R Committee to agree to the recommendations in order that this joint venture can take place. 
4.
Policy/Budget Reference and Implications
4.1
The principle of property investment has been approved at Full Council. 
5 
Financial Implications
5.1
A business case will be presented for approval at March P&R Committee. 
  6
Legal, Equal Opportunities, Staffing, Environmental, Community Safety, Customer Services Centre, Communications & Website, Risk Management and Health & Safety Implications
  6.1
Further governance details will be presented for approval at the March P&R Committee.
7  
Recommendation

That the Committee:-
7.1
         Agrees in principle to the proposal to enter into the joint venture
7.2
Agrees to Officers developing the detail of the proposals further to include the business case for the Grapevine site and the incorporation and governance documents for RentCo and Sale LLP for consideration by the Committee and onward recommendation by the Committee to Full Council for approval.

7.3
In respect of the exemption of procurement procedures that the Policy and Resources Committee note the action taken.

Committee Decision on Public Access:-

1. Public access to the report
- Immediate
2. Public access to the decision
- Immediate
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