  

  EXECUTIVE COMMITTEE –   23 MAY 2005
PART   I – NOT   DELEGATED   
  15A.
  HOUSING OPTIONS APPRAISAL

(  DHH) 

1.
Summary
1.1
  This report is submitted to enable the Executive Committee to consider the outcome of the Options Appraisal exercise, the views of the Housing and Environment Policy Panel and make recommendations to Council on the preferred option arising from the Options Appraisal exercise which commenced in late 2003.

2.
Details

2.1
  In February 2003, the Government published “Sustainable Communities: Building for the Future”.  This set out a clear policy framework for housing, together with indications on what government priorities for funding for housing investment would be for the forseeable future.

2.2
A key part of the policy is the requirement of Government for all stock owning local authorities to meet the Decent Homes Standard (DHS) by 2010 and maintain the standard thereafter.  It is generally accepted that DHS is a low standard and lower than this Council seeks to achieve.

2.3
To assess fully the Council’s ability to meet the DHS, the authority was required to carry out an Options Appraisal (OA).  Guidance on how to conduct OAs was issued by Government and made clear that local authorities would be able to choose the right approach for additional investment in its housing stock where they were insufficient resources to achieve the DHS.  The available options to be considered if Councils are unable to make a case to continue as at present are:-

· The Private Finance Initiative (PFI)

· Arms Length Management Organisation (ALMO)

· Large Scale Voluntary Transfer (LSVT)

2.4
The Sustainable Communities: Building for the Future report states 


“Authorities that do not use these options cannot expect increased investment in their stock above that from the Housing Investment Programme”.

The Options Appraisal will require sign off by Government Office for the East (GoEast) no later than the end of July 2005.

2.5
In addition to the appointment of the independent Tenant Advisor (ITA), the Council appointed Beha Williams Norman Limited (BWNL) to independently examine the Housing Revenue Account base financial position and to assess the options described above.

2.6
In January 2005, a report was published “Housing Options Appraisal – Housing Revenue Account Base Case and Analysis of Options” by BWNL.

2.7
The report from the Lead Consultant concluded that the Council faced significant future problems in both revenue and capital terms in meeting the DHS and no realistic prospect for achieving the Council's own higher current standard and the Aspirational Standard developed by the I.T.A. in consultation with tenants.

2.8
On 26th April 2005, the Housing and Environment Policy Panel received a presentation on, and considered the attached final report of the Lead Consultant (Appendix 1).  The recommendation of the Policy Panel (see Panel reference elsewhere on this agenda) is that “the Executive Committee be asked to recommend that in light of the report prepared by the lead consultant, BWNL, consideration should be given to a stock transfer to a Registered Social Landlord (RSL).”

2.9
Consultation

2.9.1
The Government's "Sustainable Communities: Building for the Future" makes it clear that tenants should be at the heart of the OA process. The Council has made strenuous efforts to ensure that its tenants have been consulted.


A wide range of consultation has been undertaken which has included:

· Tenants and leaseholders

· Members

· Staff

· Trade Unions

2.9.2
To provide assistance to tenants during this process, following the published guidance, an Independent Tenant Advisor (ITA), Insights, has been appointed; their work is commented upon in the BWNL report.  Phase 2 of the consultation  with tenants started following the production of the BWNL baseline report and is now nearing completion.  The final reports from Beha Williams Norman Limited and Insights are appended to this report for Members’ consideration and the consultancies are prepared to make a presentation of their reports and findings.
2.9.3
The report from Beha Williams Norman Ltd summarises the action taken and the key outcomes.

2.10
Options Appraisal Financial and Personnel Implications

2.10.1
The detailed financial implications relating to the Options Appraisal are contained in the report from BWNL.  Their report makes a clear recommendation that the option for stock transfer should be pursued in the light of the financial analysis reported and the message from tenants that the aspirational standard for their homes is favoured.

2.11
Conclusion

2.11.1
The Lead Consultant’s report is clear that from the options appraisal work undertaken only the very basic decent homes standard and essential works can be achieved through the use of present anticipated resources by the Government’s target of 2010/2011. Even then this cannot be sustained beyond 2017/2018. The Council cannot achieve the ‘core’ level of DHS let alone the Council’s current standard or the Aspirational Standards supported by tenants providing a higher level of service and improvements to their homes and the surrounding environment.

2.11.2
The Lead Consultant has also carried out a sensitivity analysis which shows that if the Council were prepared to apply 78% of its unpooled Right to Buy receipts, it could achieve the very basic decent homes standard by 2010/2011 and that the housing revenue account would only fall into deficit in year 29 of the thirty year business plan. The implications for the Council as a whole of this course of action are dealt with under ‘financial implications’ below.

2.11.3
The Lead Consultant also concluded that the use of prudential borrowing, whilst achieving the DHS by 2010/2011 was not sustainable in the longer term.

2.11.4
The only option that will meet all standards including the Aspirational Standard is that of whole stock transfer. The ALMO option will only achieve the basic decent homes standard by 2010/2011 and, as detailed in the BWNL report, has significant implications for the Council thereafter that do not make it a real option to be considered further.

3.
Stock Transfer – Summary of Key Issues

3.1
The Lead Consultant’s report (Appendix 1), provides details of key issues applying to what could be the next steps of the process: the information in respect of timetabling and possible resource requirements should be regarded as indicative only.

4.
Options/Reasons for Recommendation

The Council is required to undertake an Options Appraisal exercise identifying the option most likely to generate sufficient capital finance to bring the Council’s housing stock up to the Decent Homes Standard by 2010. If stock retention is to be contemplated, the ability to keep the Housing Revenue Account in balance after achieving the DHS for the 30-year period of the Business Plan must be considered.

5.
Policy/Budget Implications
5.1 The recommendations in this report are not within the Council’s agreed policy. 

5.2 Housing Revenue Account budgetary provision has been made to ensure completion of the Options Appraisal element of the exercise.

5.3
A decision to transfer to an RSL would alter the democratic representation and decision making process in the provision of housing services. With an RSL the Board making decisions is usually made up of Council representatives, tenant representatives and independent representatives in equal numbers. All would have voting rights but their duty would be to the RSL and its service provision.   
6..
Financial Implications

6.1
The key requirements of the Options Appraisal process are that the Council’s housing stock should meet the Decent Homes Standard target by 2010/11 and that the stock should be maintained at that level thereafter. The BWNL report states that unless 78% of the anticipated unpooled capital receipts are applied to the housing stock both requirements cannot be met.

6.2
The Council has traditionally applied housing capital receipts not only to enhancing its housing stock but also to develop facilities in the wider community. In determining its three-year medium term financial plan in February 2005, the Council again allocated resources to a balanced programme. Had it applied 78% of its unpooled capital receipts to its housing stock, the Council was faced with having only some £0.4m per annum from 2007/2008 onwards to apply to its general fund programme which currently runs at approximately £4.5m per annum. Consequently, under its current budgetary assumptions, the Council felt unable to allocate to housing schemes the level of capital receipts required to maintain the DHS over the medium/long term.   

6.3
If the Council transfers its housing stock to a registered social landlord, the estimated net capital receipt could be in the region of £24m.

6.4

A summary of the Lead Consultant’s findings is attached at Appendix 4. These figures have been refined during the course of the options appraisal to take account of up to date information concerning housing subsidy, right to buy sales and balances of capital receipts.

7.
Legal Implications
7.1
  There are no specific legal implications arising from the Options Appraisal process itself; if stock transfer is to be pursued then detailed Government Guidance will need to be followed.

8.
Equal Opportunities Implications

8.1
Equal Opportunities and Diversity issues are seen as central to the Options Appraisal issues.  
9.
Staffing Implications
9.1
  If the recommendation of the Lead Consultant is adopted and stock transfer is to be pursued, then staff supplying or supporting landlord services may transfer to the new Housing Association or similar organisation.  The T.U.P.E. regulations will apply in this circumstance.

9.2
The Trade Union and Staffing Representatives to the Local Liaison Committee have been provided with, and invited to comment on the Lead Consultant’s Final Report.  Their views will be reported to the Committee.

10.
Environmental Implications
10.1
  Stock transfer secures the financial ability to address environmental issues to a greater extent than under existing funding arrangements.

11.
Community Safety Implications
11.1
  Community Safety issues have been identified as a priority by tenants in the development of the Aspirational Standard and Service Investment Standard.

12.
Customer Services Centre Implications
12.1
  The CSC will require re-scripted advice on the implications of the Executive Committee and Council decisions.

13.
Website Implications
13.1
  The current website pages will require significant update.

14.
Risk Management Implications
14.1   The Council is required by Government to undertake the Options Appraisal exercise and achieve “sign off” of the option favoured by the Council from Government Office for the Eastern Region (GoEast) by the end of July 2005.  Failure to achieve this could impact adversely on the Council’s future CPA score. This failure could also lead to the Council's Housing Strategy and HRA Business Plan being seen as NOT Fit For Purpose.

14.2 The Executive is selecting a preferred option for the future ownership and management of its housing stock. There are risks involved with each option and some of these are indicated below.

14.2.1 Retention:

· The Council has to make a submission to the Government Office for their approval of the selected option. The Government Office may decide that the decision does not match the evidence provided and reject the proposal. In this case it would be necessary to repeat the exercise.

· The Council may fail to meet the DHS. Government has indicated that they will take action against any Council failing to meet the standard, though they have not indicated what action would be taken. Failing to meet the DHS could lead to tenant dissatisfaction as the condition of the properties deteriorates.

· If the maintenance standard of parts of each property lessened this could lead to further failures. The result of this would be increasing costs in future years and the risk of properties becoming unfit.

14.2.2 ALMO:

· The funding attracted by an ALMO is for the achievement of the basic level of Decent Homes only. Beyond this the Council has to use its available resources to maintain that standard. If the DHS is not maintained the Government has indicated that it will take action against the Council. In addition there could be tenant dissatisfaction as the condition of the properties deteriorates.

· The additional ALMO funding has been limited by Government due to high demand and may not be adequate enough to achieve the DHS.

· If the maintenance standard of parts of each property lessened this could lead to further failures. The result of this would be increasing costs in future years and the risk of properties becoming unfit.

· If the Council decides to pursue an ALMO option it has to apply to join a Government queue and acceptance is not guaranteed.

· The additional funding is dependent on the Council's Housing Service achieving a 2* rating for both its Maintenance and Management functions. The Best Value Review for Management has not been assessed and although the Maintenance function achieved a 2* rating this was too long ago and a re-assessment would be necessary.

14.2.3 Housing Stock Transfer:

· The normal process with a stock transfer is to ballot tenants. Before the ballot the tenants need to receive an "offer" which would be from an existing RSL or from an RSL being set up by the Council. To achieve this "offer" considerable expenditure would be necessary and this would be abortive if the ballot failed. The BWNL report indicates the likely costs in preparing for such a ballot.

· If a ballot fails the Government offers no alternative. Their view is that if the evidence points to a transfer solution and indicates that retention is not a viable option it is for the Council to convince its tenants that transfer is necessary.

15.  
Recommendation
15.1
That, if on consideration of the Housing and Environment Policy Panel’s view and the reported information, the Executive Committee is minded to recommend Council to adopt the Lead Consultant’s conclusion and pursue stock transfer to a Registered Social Landlord.  The following should be recommended:


(i)
The Council endorses and adopts the conclusions of the Lead Consultant’s report.


(ii)
Authorises the Interim Director of Housing and Health to make the necessary submission to GoEast to achieve sign off soon as possible and provide early advice on the Council’s decision to tenants, other stakeholders and leaseholders.


(iii)
Instructs the officers to report to Executive Committee on the detailed timetabling and resource requirements arising from these decisions.
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