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EXECUTIVE SUMMARY

1.
INTRODUCTION


The housing stock options appraisal for Three Rivers District Council (the Council) has been carried out in accordance with Government guidelines.


The project has been overseen by a Steering Group that comprises Council Members, Officers and Consultants and Tenants, lessees and Staff Representatives.


The process has been carried out by the Council staff with support from a range of consultants covering project management, assessment of housing need, technical and financial issues and an Independent Tenants Adviser (ITA).


Representatives of the Office of the Deputy Prime Minister (ODPM) have been engaged in all stages of the process.

2.
TENANT AND LEASEHOLDER CONSULTATION

The work undertaken with the tenants and leaseholders representatives has ensured that they were able to make a full and informed contribution towards the decision making process, with regard to both the development and management of the process itself and to the consideration of the options for the future ownership and management of the Council’s homes.
Tenants and Leaseholders have had many ways to contribute to the stock option process.  As would be expected at the initial stage in the process the majority of tenants expressed, via the questionnaire issued by the ITA, a preference to remain with the Council although that view changed to one of appreciating the Council’s position when the facts were explained. The results of a questionnaire used during  the second phase of consultation resulted in the highest number of responses (22.10%) requested further information about Stock Transfer and almost three quarters (69.5%) of residents stated they would prefer an Aspirational standard of refurbishment. 

3.
RESULTS OF STAFF CONSULTATION

An initial series of staff briefing sessions was carried out over the autumn and winter of 2003 to inform council staff of the Option Appraisal process. The Options and their effects on both the council’s ability to improve the stock and council officers’ employment were clearly explained. These sessions were very well attended with almost 80% of housing staff attending at least one session.. These sessions were followed up with further consultation meetings in April. At these later sessions staff were given the opportunity to complete a questionnaire to record more formally their views on the process. 

Staff have also been well represented on the Steering Group and played a major role in developing the Matrix of Options which takes into account staff job security. The matrix reflects an understanding that externalisation of the stock would provide both job security under TUPE and the more finance for stock improvements. 

In summary the results of the current briefing sessions were as follows:-

· Strong feeling was expressed that the views of the residents must be taken into account.

· Virtually all staff said that they understood why the Council needs to consider the future of the housing service.

· The detailed outcome of the consultation was still being evaluated at the time of writing this final report and will be dealt with in supplemental reports

4.
RESULTS OF CONSULTATION WITH MEMBERS

Extensive efforts have been made to ensure that Councillors were offered a range of different methods of engaging with the stock option appraisal process.  These have included presentations to Housing and Environmental Policy Panel, Cabinet and The Executive as well as offering briefing sessions to political group meetings. All Councillors have been offered one to one briefing sessions, are well represented on the Steering Group and Ward members have been invited to and attended their local consultation meetings. The three leaders of the main political parties have been individually briefed by the Chief Executive. To support the presentations a range of publicity material has been circulated, together with advertising about access to the various help-line facilities also available to tenants.

5.
FINANCIAL APPRAISAL


In considering the retention scenario for Three Rivers District the following conclusions have been reached.

5.1
Investment in the Housing Stock

It is a requirement from Government that the Council shows that it has a clear strategy to meet the 2010 decency standard.  Unless this can be demonstrated neither the Housing Strategy nor the HRA business plan would be 'fit for purpose'.

Minimum Decent Homes Standard – the Council can meet this standard by the target set by Government, but can only maintain it in the medium to long -term if 78% (as per BWN sensitivity testing run in January 2005) of all unpooled RTB receipts are directed to housing investment (leaving only a very small proportion of RTB receipts to support General Fund activities)

If this Minimum Standard is acceptable and if the impact on the Council’s General Fund is acceptable, this does produce a sound revenue position, due to no RCCOs, in the medium term to enable the HRA to achieve sustainability in the longer-term. This is mirrored within the Capital projections with balances accruing to meet the longer-term investment requirements.  However, a commitment would be required not to spend these balances to ensure long-tern sustainability.

Current and Aspirational Standards


The Council will not be able to meet any Standard above the Minimum and certainly will not be able to deliver any tenant aspirations– the Council can neither meet nor maintain these standards and its capital position would continue to deteriorate. The revenue position would also deteriorate such that significant cost reductions would be necessary.


If the Council and its tenants believe that this aspirational standard of investment is a key priority (e.g. as a key component in the drive to achieve sustainable communities) the Council will need to consider adopting one of the other options for its future housing strategy.

5.2
Housing Revenue Account


The latest update of the Base case projections indicates that the Council's Housing Revenue Account would cease to be viable at year 20  based on the minimum Decent Homes basic investment needs standard and with year 7 (2010) being the Decent Homes Target. This is with the assumption of an assumed level of Revenue Contributions to Capital Outlay (RCCOs) and no use of unallocated (non-transitional) right to buy receipts. By using RCCOs to meet the Minimum standard for a longer period as possible the HRA and Capital position falls into deficit in year 16. The figures do not really change for the different investment scenarios (see below), except for the Aspirational standard where, as a result of the service improvements required, the overall position on the HRA moves into deficit by year 5 rather than year 20.  The overall deficit by year 30 is £29.6m.


Sensitivity scenarios applying 78% of Right to Buy Receipts (RTB) and borrowing options alter that picture but do not result in a sustainable longer term picture. For the RTB option the year end HRA Revenue balances will improve to a balance at year 7 of £5.1m, but by year 29 this would become an overall deficit of £1.15m.

Under the Borrowing option the revenue position is improved in the early years with an overall balance of £4.8m at year 7 but by year 20 this has become an overall deficit of £0.7m and by year 30 the cumulative overall deficit is £12.1m.

5.3 Rent Projections


Current Council rents are a little below the Government's target rent for the area.  In order to comply with the rent restructuring regime, Council rents will need on average to:-

· increase by between 1.1% - 2.5.0% per year up to 2011/12;

· increase by RPI + 0.5% thereafter.

6.
STOCK CONDITION


A survey was undertaken in 2001 by Rand Associates. FPD Savills have undertaken a verification of the Council’s Stock condition information and have prepared information in relation to the required standards.  The original survey was based on a 20% sample which has been added to incrementally each year. This will result in a 100% survey having been carried out by 2006. The survey showed:-

· investment required over the next 30 years to meet the Decent Homes standard;

· investment required over the next 30 years to meet the Council’s current standard

· investment required to meet the standard aspired to by the tenants and leaseholders in Three Rivers District.


The results of the survey are reflected in the financial appraisal in Section 5.

7.
ASSESSMENT OF HOUSING NEED

The latest assessment of housing needs and demands reveals that despite the apparent affluence of the District, around 41% of households have income below the national average therefore putting owner occupation beyond the reach of a large section of the population of Three Rivers. Demand is expected to remain high and the net outstanding need for affordable housing across the District over the next 5 years is estimated to be 145 units each year. There will therefore be a continuing shortfall in the supply of affordable homes compared to the estimated demand.  

8.
OPTIONS FOR INCREASING INVESTMENT


These options are more fully described and evaluated in the full report below and in the Base Case report in Appendix H. (See also note below at end of paragraph 11 of this Summary).

8.1
Stock Retention


The retention option is only feasible if 78% (see section 5.1) of unpooled RTB receipts are applied for housing investment purposes and then only in respect of achieving the minimum decent homes standard.


The level of investment required to bring the housing stock up to the standard as aspired to by the tenants exceeds the levels of resources available.  This could only be achieved by embracing one of the alternative options.

8.2
Arm's Length Management Organisation (ALMO)


Adopting the ALMO option would mean that the Council would establish an arm's length company to take over responsibility for management of the housing stock. However, there are a number of factors which limit the attractiveness of the ALMO option in the context of Three Rivers District as follows:-

· Additional funding from Government is restricted to that needed to achieve the minimum decent homes target plus around 5% only.  It would not provide the level of support needed to increase investment to the level that would meet the current standards of the Council nor the actual aspirations of the tenants.
· Additional funding from Government is restricted to that needed to achieve the decent homes target.  The Council could achieve this in any case by taking positive action with regard to the use of RTB receipts.  It would not provide the level of support needed to increase investment to the level that would meet the actual aspirations of the tenants.

· There is a financial cost arising both from the impact on the General Fund (although this may be manageable) and the implementation costs of approximately £255,000, excluding employees, which would fall on the HRA.

· In order to secure the permission to borrow that an ALMO offers, the new organisation must achieve a 2 star inspection rating from the Housing Inspectorate.  The new ALMO will have up to 2 years to achieve this standard, and if it does not meet this requirement further borrowing permissions may be withheld until it does.

8.3
Stock Transfer

Stock transfer would involve the disposal of the housing stock to an independent Registered Social Landlord (RSL) which would take over responsibility for both ownership and management.


The main perceived advantages of the stock transfer option are as follows:-

· Investment in the housing stock could be increased to the aspirational standard.

· There would be opportunities for investment in improvements in service delivery.

· Tenants would be able to play a more significant role in the management of the housing stock.


However, stock transfer can only proceed with the support of the tenants (as measured by ballot) and it is a costly and time-consuming exercise to implement. There would be a financial impact on the General Fund which should be capable of reduction over the years. However investment interest from the capital receipt would more than offset.

The base case report suggests that the financial structure of stock transfer is such that all aspects of the Aspirational Standard could be met and maintained, service improvements achieved and the revenue position stabilised. The Council could expect to receive a net capital receipt of the order of £24 million and, after allowing for any required investment income, this could be available for all capital purposes including the enabling of new homes. In addition the Council could benefit year on year from a share of Right to Buy sales income. 

8.4
Private Finance Initiative (PFI)

A PFI scheme would involve the transfer of the management of part of the housing stock to an independent managing agent (probably an existing RSL).  In principle, Government support is available to enable the managing agent to increase investment in the stock included within the scope of the PFI scheme.


Thus the main advantages of a PFI option would be to increase investment in part of the housing stock whilst allowing the Council to retain ownership of the stock and the tenants to retain their existing tenancy agreements.


However, housing PFI schemes are relatively small in scale and have so far been directed towards areas where investment needs are high.  It is therefore doubtful that a PFI bid from Three Rivers District would secure the support of Government in terms of relative need and value for money.  From the Council's perspective, a PFI scheme for part of the housing stock would be likely to result in diseconomies of scale within the Council and would not address the investment needs of the stock not included in the PFI bid.


It has therefore been concluded that PFI is not a realistic option for Three Rivers District.

8.5
Mixed Options

The Council has considered mixed or partial options but the size and even spread of investment means that a mix of options does not significantly affect the overall position.

The financial impact of possible partial options would not be sufficient to enable a significant increase in investment levels and the lower residual stock base would suffer from the loss of economy of scale on both revenue and capital terms.

9.
TENANT LED SOLUTIONS


Despite the best efforts of the Council over a number of years, it has proved to be extremely difficult to stimulate interest amongst the tenants to form and participate in recognised tenant organisations.

Based on the above, it has been concluded that there is little or no opportunity for implementation of a tenant-led initiative within the District.

10.
WIDER STRATEGY FOR NEIGHBOURHOOD RENEWAL


Three Rivers District does not suffer from social deprivation and problems with the built and natural environments to the extent that affects many of the more inner city, urban communities.  Consequently, there has not been the need for regeneration initiatives within the District. Apart from a small amount of environmental and community safety works carried out under the SRB regime in the Northwick ward at South Oxhey. To reflect the need which exists in this area the council has located the estate services office here and is developing an extended service provision for South Oxhey.

11.
EVALUATION OF THE OPTIONS AND RECOMMENDATION


A range of criteria has been used to evaluate the various options.  These take account of the results of the tenants' aspiration survey.


For reasons described earlier, PFI, mixed options and tenant led initiatives are not considered to be appropriate for Three Rivers District.  Furthermore, the ALMO option has a number of important limitations that make it less attractive to the Council. The ALMO option would not deliver the current standard of repairs achieved through the delivery of the council’s capital programme In particular the results of the Phase 2 consultation show clearly that the majority of residents attending the meetings preferred the Aspirational Standard of works and were interested in receiving further information about Stock transfer. It is clear that the option of ALMO cannot achieve this.
At the point of consulting tenants on the outcome of the base case assessment following the first phase of consultation, the Council had a choice of two options, i.e.

· stock retention provided the Council was willing to meet the Minimum Decent Homes Standard only and direct 78% of all unpooled RTB receipts to housing investment for that purpose (whist recognising that the financial model does show that the HRA would subsequently run into an in-year deficit by year 16 if this option was chosen, cost reductions would thus be necessary to balance the HRA with a consequent impact on services and there would be a negative impact on the general fund capital programme); or

· stock transfer, which would enable the full aspirational standard to be delivered and potentially improve service delivery without a net impact on the General Fund with the use of interest from the capital receipt.  

However, the outcome of the second phase of consultation shows a clear emphasis on achievement of the Aspirational standard and a desire to have further information on the potential opportunities provided by stock transfer. On the assumption that the Council would wish to achieve tenant wishes to the fullest extent possible it is evident that the stock transfer option is the only clear and viable way forward whilst continuing to recognise that stock transfer is entirely dependent on the support of the tenants and could result in abortive costs if such support is not forthcoming. It is therefore perhaps an issue that the tenant community should decide in view of the clear issues for future quality of service to that community that this appraisal process has served to underline.

In summary therefore the pursuit of whole stock transfer is the only option that appears to achieve all objectives and your Lead Consultants so recommend. 

Note: In the light of this recommendation a fuller assessment of the issues involved in Stock Transfer options has been separately completed and will be attached to the covering reports to committees and Council for ease of reference.

BEHA WILLIAMS NORMAN LTD

1. 
TENANT AND LEASEHOLDER CONSULTATION AND INVOLVEMENT IN THE STOCK OPTION APPRAISAL PROCESS

The Government’s guidance provides detailed requirements for the way in which an options appraisal exercise must be conducted.  This includes a requirement for tenants and leaseholders to be able to make meaningful contributions to the process through representation on working groups and for tenants to be at the heart of the decision making process about the preferred option for the future ownership and management of their homes.  As part of this process that Council were required to develop a Communication and Consultation strategy and a Tenant Empowerment Strategy.

Copies of the Tenant Empowerment Strategy and the Communication and Consultation Strategy are attached at Appendices E and F respectively.

1.1 
Existing Tenant Participation structures 

The Council has a formally recognised negotiated Tenant Participation Compact; this document has established mechanisms for tenant involvement.  The Council actively seek to listen to tenants' views, give information, actively seek opinions, ask for ideas, provide feedback and report on decisions taken.

1.2 
Developing the Tenant Empowerment Strategy

Following the appointment of the Independent Tenants' Adviser (ITA), the Council worked closely with the Tenants Working Group and the ITA to develop a Tenant Empowerment strategy which explains how tenants and leaseholders will be involved in the decision making processes. This strategy was written with the assistance and agreement of the Options Appraisal Project Group and agreed by the Steering Group, and the Tenant and Leaseholder Working Group (See Sections 1.5 and 12 below).

The Tenant Empowerment Strategy is “to ensure that residents influence the decisions the Council takes about the future management and ownership of the councils housing stock throughout the options appraisal process and beyond”.    Its key objectives include: 
· Increase resident involvement in the Options Appraisal

· Ensure that all residents are fully aware of the opportunities for information and consultation on the options and they have full opportunity to express their views and opinions.

· Ensure that resident representatives’ training needs are met and they can learn, comment and engage in the process.

· Ensure that residents are able to have timely input into the Options Appraisal Process and retain ownership of the process

Consultation methods used to involve and inform tenants and leaseholders include:

· Meetings

· Drop in sessions 

· Information on the council  web site 

· Telephone helpline 

· Newsletters.

· Posters sited around the district

· Direct contact with “hard to reach” groups

1.3 
Training and support

Training for tenants and leaseholders has taken place throughout the duration of the stock option appraisal.  Both the Council and the ITA have provided training.  

The Tenant Working Group had one day of training and advice to enable them to feel confident in interviewing and appointing the ITA.  

Members of the Tenants' Working Group undertook a number of visits around the country to assess the results of all the potential options under examination. These included 

· North Herts Homes

· Brent ALMO

· Walterton & Elgin Community Homes

· Preston Community Gateway ( Presentation)

· Kensington & Chelsea TMO

· Reigate & Banstead

· Attendance at a Stock Option Appraisal Road show in Luton 

These forums have also provided opportunities for our tenants to network with tenants from other authorities and share ideas on the options available.

The ITA has provided five well attended, capacity building information sessions to tenants and leaseholders involved in the Project Group with the assistance of the Council’s Tenant Participation Officer on the following topics - Housing Finance, Decent Homes, Sustainable Communities and each of the three financial options (PFI, ALMO, LSVT).

The Council recognises the need to make funds and resources available to support tenant involvement. Some of these include:

· Access to the Council premises (with prior agreement) and equipment, a reasonable amount of stationery, photocopying and help in distributing newsletters.

· Officer resources responsible for co-ordinating tenant participation activities.

· Reimbursement of reasonable transport and child care costs to attend tenant forum meetings and other recognised tenant activities.

· Work with other local authorities and Registered Social Landlords in providing joint training sessions for tenants (and officers) to share resources and best practice.
1.5
 Details of tenant involvement

There are a number of groups at the centre of the appraisal process; these groups help oversee and guide the project, and tenants and leaseholders are involved throughout.  These include:

· Tenants'  and Leaseholder Working Group

The terms of reference of this group were to:

· nominate its members for the Project Group and work to the terms of reference

· nominate its members for the Steering Group and work to the terms of reference

· visit tenants and leaseholders from other Councils

· work with and manage the Independent Tenant Advisor

· attend Government roadshows regarding the Stock Options Appraisals

· feedback to other tenants and leaseholders about the Stock Options Appraisal process

· feedback to existing TP structures about the Stock Options Appraisal process. 

· Stock Option Appraisal Project Group 

This is a working group of officers and consultants tasked to oversee the implementation of the options process and to report regularly to the Steering Group and Cabinet on progress and key decision areas. The constitution of this group provides for four tenant and two leaseholder representatives to represent the interests and views of tenants and leaseholders to the Stock Option Appraisal Board.   

· Stock Option Appraisal Steering Group

This group was set up to oversee the process and include a wider selection of stakeholders in the process.  The group is made up of the Project group, councillors, more staff representatives, union representatives and local organisations. The Working Group nominates the tenant and leaseholder representatives. Officer representatives from every council directorate are included in the group and each political party has the right to nominate two elected members. The additional stakeholders are selected by a combination of invitation and self-nomination. 

The Terms of reference of the Steering Group were to review all decisions, documents and articles written by the Project Group and feed their views back to the project group or up to Cabinet or the Housing and Environment Panel. It was also tasked to carry out work focussed on specific topics.

· Tenants and Leaseholder Forum

The aims of the Forum are to consider matters of policy, procedures and services relating to housing services provided by Three Rivers.  The Forum is the main mechanism for consulting tenants and leaseholders.

Housing and Environmental Policy Panel

This group is a combination of Members and residents representatives which I designed to both give advice and make recommendations to the Council and Executive Committee. Residents are elected annually to this panel through a ballot of all tenants and leaseholders. 

1.6
Consultation with the tenants and leaseholders

The consultation with the Council's tenants and leaseholders has been carried out in accordance with the Communication and Consultation Strategy that was developed alongside the Tenant Empowerment Strategy, as required by OPDM guidance. 

The Communication and Consultation Strategy was drawn together following extensive consultation with Tenants, Staff, Councillors and other Stakeholders.  
The consultation process with tenants and leaseholders was undertaken in two distinct phases in order to meet the following objectives:

· Phase One:  to raise the profile and awareness of the options appraisal amongst tenants and leaseholders and to determine through consultation the Tenants and Leaseholders Aspiration Standard for homes and housing services.

· Phase two:  to determine tenants' informed views with regard to the options available for the future ownership and management of the Council's homes.    

Consultation Phase one

`
The detailed objectives for the first phase of the consultation programme were:

· To raise awareness amongst tenants and leaseholders about the options appraisal exercise

· To advise tenants of the key government policies that affect the process, including the requirements to meet the Decent Homes Standard, and of the four options under consideration for the future ownership and management of the Council’s homes.

· To determine tenants' aspirations with regard to the standard improvement and maintenance of their homes and the future development of the housing service.

It was proposed by the ITA and agreed by the Council that the most appropriate methods for meeting the objectives outlined above would be the distribution of a newsletter from the ITA, a postal survey distributed through the newsletter, face to face survey questionnaires, a dedicated freephone helpline on stock options and a series of meetings (with additional meetings for residents at sheltered schemes).

The ITA have stated in their Interim Report of December 2004 that the responses from tenants and leaseholders at Three Rivers has been their most successful contract to date. In their initial targeted work stages they contacted over 500 individuals and with 420 recorded responses. Through the freephone line an additional 112 contacts were made and over 1154 returned the postal survey. The ITA believe this response to be a sound representative sample of the views of the tenants and leaseholders of Three Rivers. There was also pleasing response from a variety of ethnic groups that the ITA believes is representative of the ethnic mix of the tenant population.

The face to face door knocking survey proved to be the most successful form of communication and feedback having been developed from information given in initial responses. It provided a base line of aspirational elements that was analysed for use in the financial evaluation of options by the Council. There was strong support for a range of improvements to homes above the Decent standard as well as for improved services, particularly the repairs service and customer service and environmental estate improvements. The development of increased involvement for tenants was supported by a clear majority of respondents although a significant minority (30%) appeared not to have an opinion.

Feedback from the first round of consultation showed that there is some evidence of initial opposition to any form of option involving a transfer away from the Council. However that view did alter on the part of those who subsequently received an explanation of the options and the issues with which the Council is faced. However it is clear from phase 1 that a large number of tenants did not really understand why the options were being considered and that more information was needed on the differences between the various standards. 

Consultation Phase two 
The detailed objectives for the second phase of the consultation programme were:

· To build on the work undertaken in phase 1, especially the areas for improved communication highlighted in the ITA’s interim report.

· To explain the Council's current financial position in relation to delivering the Decent Homes Standard.

· To make clear the various standards of services and works available to residents.

· To provide detailed information to tenants with regard to the ability of each of the four options to provide the investment required to meet the aspirations identified in the aspirations survey (known as the Tenant and Leaseholders Aspiration Standard).

· To determine through consultation tenants' views with regard to their preferred option.

· To provide tenants and leaseholders with a range of easily accessible opportunities to obtain further information about the Options Appraisal process and the implications of the different options.

It was determined that the second phase of consultation should be more extensive and incorporate the use of a more diverse range of consultation methods that were consistent with the Council's Communication and Consultation Strategy.

In order to ensure that all tenants received information about the options and were given the opportunity to comment, the second phase contained a variety of written communication that included: 

· A stock option newsletter (appendix A)

· Stock option posters  (appendix A)

· A personal letter from the interim Director of Housing and Health (appendix A)  

It also contained a number of additional consultation events that enabled tenants to access additional information. Every tenant and leaseholder was offered transport to all of the events. These events included:

· Public meetings 

· Drop in session

· Sheltered scheme briefings

· Presentation to the Tenant and Leaseholder Forum 

· Presentation to leaseholder conference
(The details of the consultation events are attached as appendix A.)  

The newsletter that was distributed to all tenants and leaseholders described the work that had been undertaken and compared the level of works which could be provided by the Decent Homes Standard with the “Tenants and Leaseholders Aspiration Standard” that had been defined by the results of the aspiration survey.  It also provided an explanation of a range of other features and how they would be affected by three of the options (excluding PFI). This covered a variety of points including but not limited to rent levels, Right to Buy, tenancy changes and the potential for resident involvement provided by each option.

The stock option poster and newsletter also encouraged tenants to obtain further information by advertising the public meetings and the events held across the district. These were widely distributed across libraries, leisure centres and other council buildings as well as the usual housing outlets. 

Each consultation meeting held by the Council used broadly the same format:

· A presentation copy  (Appendix A) which included the options appraisal process, the financial position of Three Rivers District, tenant priorities, the options, the timescales and the consultation process

· An opportunity for questions to be asked and answered publicly

· A test of opinion questionnaire was given out (Appendix A), tenants were asked to complete it and hand it in before they left the meeting.  Alternatively if people wanted to take them away and fill them in at home they were given a freepost envelope for their responses.  

Over a two week period sixteen local area events were held at a variety of venues and times. It was hoped that by spreading across the district and including both evening and weekend sessions the council would attract more tenants to the sessions. In total 103 tenants and leaseholders attended the events during the second phase of consultation (Appendix A).

It was decided that a “wrap up” newsletter would follow these events outlining the results of the consultation thus making sure that every tenant and leaseholder in the district was aware of the direction the council was moving in. This exercise also included a personal letter from the Head of Housing (Appendix A.) 

1.7
 Results of the Consultation strategy

The Communication and Consultation strategy had key objectives:

1) To ensure that all stakeholders

· Are aware of the stock option process

· Receive clear, appropriate and timely information about the stock option appraisal

· Have an understanding of the process

· Are able to, and have the opportunity to contribute to the process

2) To ensure that the Council’s appraisal process is robust and informed by all stakeholders

3) To ensure that all stakeholders are included in the Councils appraisal process 

The strategy has delivered its objectives with regards to tenant involvement.  Each publication/letter/aspiration survey that has been produced was posted to all our tenants and leaseholders. The events took into account the time, location, family commitments etc.

The communication and consultation strategy action plan has been followed, the different methods of involvement have been used and in the second stage of consultation extra contingency plans were bought in to further stimulate attendance at the meetings; this included a travelling council information van, roaming the area before each public meeting to encourage participation.


Despite all the above attendance remained disappointing. To a degree this is understandable; the tenants of Three Rivers are geographically disparate with very few high concentrations of housing on “estates” and historically have a very poor record of attending any council consultation. Traditionally residents are used to dealing with the council on a one to one base rather than through questionnaires or at meetings and the council are able to sustain this level of communication through its housing services. The single exception to this is the South Oxhey area which contains the highest concentration of council housing in the district. The council held two separate days of consultation in this area, four events in all, spanning both day time, evening and a Saturday morning to ensure the greatest possible input from residents. The events in South Oxhey were by far the best attended (22.3% of total) and debate was most lively but it followed a similar pattern to discussion elsewhere; some reluctance to consider change, a clear desire for the council to achieve an aspirational standard of works rather than a “Decent Homes standard” and a willingness to find out more about the delivery vehicle which would achieve this.

 Within this framework the 30% figure for return of ITA questionnaires can therefore be seen as exceptionally high. The council is already actively seeking advice on how to increase resident participation and looking at using a broader range of methods in the future.

1.8
Questionnaire


A questionnaire was issued by the ITA to test tenant opinion and understanding of the reasons behind the options appraisal process.  The results of this showed that the majority of tenants value the Council as their landlord with nearly two thirds expressing a preference that the Council should retain ownership and management of the housing stock.  However, nearly 22% of tenants indicated that the Council should further investigate the stock transfer option and provide more information for its residents on this option. The vast majority sought a higher standard of refurbishment than that possible if no change in ownership was considered.

1.9
Conclusion

The work undertaken with the tenants and leaseholders representatives ensured that they were able to make a full and informed contribution towards the decision making process, with regard to both the development and management of the process itself and to the consideration of the options for the future ownership and management of the Council's homes. 

The Consultation programme that was undertaken with tenants and leaseholders during the course of the Stock Option process included two postal surveys.  The first was the Aspiration Survey that had a response rate 34% this is considered a good return and is in excess of the Community Housing Tasks Force benchmark response rate of 10%.

It has been illustrated that Tenants and Leaseholders have had many ways to contribute to the stock option process.  Although some of the meetings have been poorly attended, the level of understanding of those tenants the Council has spoken to and the results of the feedback forms seems to be high. It was quite clear from some of the questions asked following the presentation that the attendees were aware of the outcome of opting for the Aspirational Standard.  While there is obvious reluctance to consider change, a clear desire for the council to achieve an aspirational standard of works and a willingness to find out more about Stock Transfer is apparent throughout. The responses throughout the process also indicated that those tenants who had become engaged in the process understood the key issues.


It is important to note the high response rate received to both questionnaires and attendees at the public meetings from the over 65 age group (62%) for two reasons. Firstly tenants in this group are traditionally those who are more fearful of change, lending further weight to the clear request for further information on the Stock transfer option. Equally it is important that the council works hard to attract wider comment from a greater range of residents over the coming months. To this end a series of family based events and fun days are being considered for the summer holiday season to further explain the implications of the preferred option. 

It was a factor in all of the consultation events that residents were eager to move onto the next stage and felt some impatience with the length of the Option Appraisal process.

2.
STAFF AND MEMBER INVOLVEMENT


STAFF

2.1
Introduction and Background
As part of the Housing Stock Option Appraisal process, staff involvement and consultation is seen as an essential requirement.  This is not only because it is a requirement of the ODPM Good Practice guidance, but more critically because the option chosen for the future of the housing stock will have a significant impact on the whole Council, and therefore all of those who work for it.

The Communications Strategy provided for the already well established staff/ member’s consultation mechanisms to be used to ensure that stakeholders are fully consulted and appraised throughout the process. These include:

· Senior Management Meetings

· Departmental Team Meetings

· E-mail

In addition it was agreed as part of the strategy to hold meetings, training, and provide progress reports to ensure maximum staff involvement at various stages throughout the Stock Option Appraisal.  

2.2
Phase 1 Consultation 

This initial phase of consultation was designed to raise the awareness of all members of staff about the background to the stock option appraisal process.

Meetings were held, as described in Appendix B, These included staff from our Depot to brief the Building Works and Environmental Services Teams.

Feedback from these events was generally positive, and a number of suggestions about the length, time, and content of the presentations was received and built into preparations for the next phase of the process.

Staff were also involved in the development of a matrix (Appendix K) that evaluated the core impacts of each of the options – see above under Tenant Involvement – Section 1.

2.3
Phase 2 Consultation  
Phase 2 of the staff consultation process was timed to occur in the two week period following .the Easter break, thus allowing as many staff as possible to attend. Six events were held in all and staff were given the opportunity to respond to a questionnaire allowing their input to be more formalised than previously.

An initial series of staff briefing sessions was carried out over the autumn and winter of 2003 to inform council staff of the Option Appraisal process. The Options and their effects on both the council’s ability to improve the stock and council officers’ employment were clearly explained. The sessions were attended by the vast majority of housing staff and were repeated at the Works Base for Maintenance staff. Support staff affected by the Option Appraisal process were invited to separate information sessions. 

These sessions were not structured to test staff opinion but were used to raise the general level of understanding of the issues and to explain the four basic options and how the would affect employment issues, finance available to the council and service improvements. From these initial sessions both staff and union representatives were elected onto the Project Steering Group where they played a major role in developing the Matrix of Options. The matrix reflects an understanding that externalisation of the stock would provide both job security under TUPE and the more finance for stock improvements. 

The Option Appraisal process is a regular agenda item on the “Staff Side: Senior Management” monthly meetings. 

These sessions were followed up with further consultation meetings in April. At these later sessions staff were given the opportunity to complete a questionnaire to record more formally their views on the process. 

The Corporate briefing message system was used to encourage attendance and email reminders were also circulated. Any staff unable to attend one of the sessions was given the chance to contact the Option Appraisal team for an individual discussion and all staff were encouraged to complete questionnaires whether or not they attended the sessions.  

2.4 Housing Stock Options – Results of Staff Consultation 
Following a second series of staff briefing sessions about the Housing Stock Option Appraisal process, a survey of all staff was undertaken.

The questionnaire asked four key questions, the content of which was suggested by the Independent Tenant Advisor, and reflects the four questions we have also asked tenants as part of the consultation exercise that has been undertaken with them.  A copy of the questionnaire is attached as Appendix B.

In summary the results of the survey were as follows:-

· A majority of the staff felt that the council should take into account the views of the tenants when deciding how to improve the housing stock.

· Virtually all staff said that they understood why the Council needs to consider the future of the housing service.

· The detailed outcome of the consultation was still being evaluated at the time of writing this final report and will be dealt with in covering reports

MEMBERS

2.5
introduction
Keeping elected members at the heart of the Stock Option Appraisal process was seen as a clear priority for the project, as the ultimate decision on the future ownership and management arrangements for the Council’s housing stock would be made by them.  In order to achieve this different consultation and information sharing mechanisms were used.

As with Tenant and Leaseholder consultation the process was split into three distinct stages, with stage 1 to raise awareness about the stock option appraisal, its purpose and its timetable, and stage 2 to consider the detailed options for the future, with a view to making a decision about the preferred option in January 2005.  Stage three consultation will involve sharing the outcome of the Option Appraisal process with all of the various Stakeholders involved in the process.

2.6
Consultation Undertaken
To ensure Councillors are fully involved in the Stock Option Appraisal process, it was seen as important that the key messages were shared in a consistent manner with all elected members.

Quality control mechanisms within the formal Stock Option Appraisal required the establishment of a Steering Group with representation from all the key stakeholders. 

Political representation on the Steering Group was from -

Cllr Matthew Bedford - Lib/Dem 

Cllr Peter Wakeling - Lib/Dem

Cllr Barbara Lamb - Conservative

Cllr Amrit Mediratta - Conservative

Cllr Nena Spellen - Labour

There were separate strands to the elected member involvement in the overall project

· Reports to Cabinet

· Reports to the Housing and Environment Policy Panel

· Stock Option Appraisal Steering Group

· Other consultation events/mediums

The Steering Group was a formally constituted and minuted forum.  The agendas and associated papers for Group meetings were produced and circulated in accordance with standard Committee protocols.  

The Cabinet received regular reports on the progress of the options appraisal process and on key decision issues such as approving the project management structure and methodology used, as well as the project budget.

The Executive Committee first receive a report in June 2003 regarding the delivery of Decent Homes. Since then the delivery the Decent Homes agenda has been a key task on the Council’s approved Strategic Plan. Progress on the task is monitored quarterly by the Executive Committee. 
Presentations to Cabinet and the Council Management Board were also timed to coincide with the two initial stages of consultation being undertaken with other stakeholders.  In June 2004 the presentation attached in Appendix C was given and questions dealt with, as part of stage one consultation (raising awareness about the reason for the option appraisal and the options that were available).  This was followed up on 8th November 2004 with the presentation attached in Appendix C, which dealt with the detailed situation facing the Council. 

Further reports were taken to Cabinet on 16th August 2004 and 6th December 2004 to ensure that Member were fully aware of all the work in this area including the results of the Stock Condition survey validation and the financial position of the council.

In addition to the formal structured meeting consultation, an offer was issued to all political groups for separate presentations to be made to them should they so wish (see letter attached in Appendix C).  

Written communication was also made available to all Councillors in the form of the tenant and staff newsletters, and individual responses to questions raised.  A number of Councillors also attended the local tenant and leaseholder consultation meetings arranged as part of phase one and phase two consultations.

Three briefing sessions were held for Members following the second stage resident consultation meetings. The purpose of these was to brief members on the results of the tenant and leaseholder meetings prior to the formal council reporting process. At these sessions the overwhelming issue raised was that of the importance of following the wishes of the tenants.

2.7
Conclusion

Extensive efforts have been made to ensure that Councillors were offered a range of different methods of engaging with the stock option appraisal process.  These have included presentations to formal Committee/Cabinet/Full Council meetings, as well as briefing sessions to political group meetings.  To support the presentations a range of publicity material has been circulated, together with advertising about access to the various help-line facilities also available to tenants.

3
FINANCIAL APPRAISAL

The financial appraisal of the situation should the Council continue to manage and own the housing stock (the retention scenario) and alternative options has been carried out by the Council's Financial Consultants, Beha Williams Norman Ltd.


The consultants prepared an initial report entitled 'Base Case and Analysis of the Options' a copy of which is attached at Appendix H.


The approach that was undertaken by the consultants was twofold:-

· firstly to update the Council's HRA business plan financial model to assess the future position of the HRA based on the most up-to-date information;

· and, secondly, to incorporate the outputs from the stock condition survey into the HRA business plan financial model to assess the Council's ability to achieve the required investment levels.


In summary, the results of the financial analysis were as follows:-

3.1
Projected HRA Position

The Base Case projections were based on the budgets for the HRA for financial year 2004.05.  Where appropriate updated financial data was used to ensure that the model is as accurate as possible, including final subsidy determinations for 2005.06.  For years 2 & 3 the Council’s own budgeted forecast expenditure was used. It was also assumed that none of the unpooled receipts from possible RTB sales would be available to support housing investment.


Year
     Bal for Yr             Overall Bal.





 £000


£000



 7

   (833)

1,369


 10

     361

2,022


 15

   (214)

1,680


 20

   (557)
          (158)


 30

 (1,306)
        (9,463)


The Council's Housing Revenue Account would cease to be viable at year 20 based on the minimum Decent Homes basic investment needs standard and with year 7 (2010) being the Decent Homes Target.  The figures do not really change for the different investment scenarios (see below), except for the Aspirational standard where, as a result of the service improvements required, the overall position on the HRA moves into deficit by year 5 rather than year 20.  The overall deficit by year 30 is £29.6m.

3.2
Capital Investment Requirement


The details of the results of the stock condition survey are set out in more depth in Section 4 below.  However, in summary the requirement for capital expenditure on the housing stock was quantified as follows over the different investment standards:-

· Minimum Standard.  This will meet the Government’s Decent Homes Standard plus essential landlord requirements.

· Core Standard.  This will meet all aspects of the Decent   Homes Standard and maintain the standard into the future.

· Current Standard.  This will meet the Council’s current standards it sets for its housing investment programme (perhaps best described as a 21st Century standard covering all internal and external needs).

· Aspirational Standard.  This has been developed in two stages: 

· Initially the results of the Tenant Survey carried out by the council in 2003 were used to begin the process of developing the standard. Residents were clear in the survey that they favoured new bathroom and kitchen works and wanted the council to carry out a range of environmental works on estates.

· This was developed by the ITA following consultation with tenants Demand for environmental works was clearly made and residents reiterated the need for more internal works.


 The following table outlines the Capital forecasted balances


Year

Minimum           Core

 Current     
 Aspirational




   £000

    £000
    £000
    £000


  7

      0

(7,193)

(22,173)
(25,853)


 10

    950

(10,072)
(28,155)
(32,798)


 15

  (531)

(14,754)
(38,056)
(43,528)


 20
             (5,574)
(22,771)
(52,533)
(58,894)


 30
            (17,032)
(40,764)
(84,885)
(92,545)



Year 7 is the Decent Homes target

3.3
Borrowing and Right to Buy receipts

Alternative scenarios were therefore explored on the basis of:

· borrowing under the prudential borrowing code

· using 78% of unpooled RTB receipts to support housing investment

These were applied to the Minimum Standard with the following results:


Revenue

For the RTB option the year end HRA Revenue balances will improve as the use of RCCOs has been minimised to ensure the sustainability of the HRA for as long as possible. In this scenario the HRA has a balance at year 7 of £5.1m, but goes to in-year deficit at year 16 and by year 29 this becomes an overall deficit of £1.17m.

Under the Borrowing option the revenue position changes since there are additional loan charges to be met and revenue contributions to capital are no longer possible.  The position in the early years is improved with an overall balance of 4.8m at year 7 but by year 20 this has become an overall deficit of £0.7m and by year 30 
the cumulative overall deficit is £12.1m.



Capital


The year end projections of the cumulative Capital position for the 
Minimum  Standard are as follows:


 Year
      RTB Option

Borrowing 





   £000


    £000


 7


     0


         0


 10


  3,603


     650


 15


  5,801


     169


 20


  5,617


 (4,874)


 30


    223


(16,332)

3.4
Rent Projections

The Government's rent restructuring regime is designed to ensure that local authority rents meet a pre-determined target level appropriate to the size, value and location of the property.


Existing rent levels in Three Rivers District are on average a little below the target rent and therefore annual increases in actual rents will be above the level of increase in the target rent.


Average

Rent

2004/05
Annual

Increase

to 2011/12
Annual Increase

from 2012/13

onwards


£ p.w.
%+ RPI
% + RPI

Bed sit

One bed

Two bed

Three bed

Four bed

Sheltered
48.64

51.27

65.25

72.35

79.36

59.07
1.79

2.52

2.13

2.16

2.04

1.10
0.5

0.5

0.5

0.5

0.5

0.5


The above table shows that annual rent increases will vary depending on property size.  There will also be variations in the level of rent increase for individual tenants although this is subject to an overall maximum of RPI + 0.5% + £2 per week for any individual tenant in any individual year.

3.5
CONCLUSIONS


In considering the retention scenario for Three Rivers District the following conclusions have been reached.

3.5.1 Investment to meet the Decent Homes Standard

It is a requirement from Government that the Council shows that it has a clear strategy to meet the 2010 decency standard.  Unless this can be demonstrated neither the Housing Strategy nor the HRA business plan would be 'fit for purpose'.

Minimum Decent Homes Standard – the Council can meet this standard by the target set by Government, but can only maintain it in the medium to long -term if 78% (as per BWN sensitivity testing run in January 2005) of all unpooled RTB receipts are directed to housing investment (leaving only a very small proportion of RTB receipts to support General Fund activities).

If this Minimum Standard is acceptable and if the impact on the Council’s General Fund is acceptable, this does produce a sound revenue position, due to no RCCOs, in the medium term to enable the HRA to achieve sustainability in the longer-term. This is mirrored within the Capital projections with balances accruing to meet the longer-term investment requirements.  However, a commitment would be required not to spend these balances to ensure long-tern sustainability.

Current and Aspirational Standards


The Council will not be able to meet any Standard above the Minimum and certainly will not be able to deliver any tenant aspirations– the Council can neither meet nor maintain these standards and its capital position would continue to deteriorate. The revenue position would also deteriorate such that around year ten significant cost reductions would be necessary.


Meeting Housing Need

The Council will be unlikely to satisfy the needs of all those requiring affordable housing in the District (see below paragraph 5); nor is the Council likely to be able to meet the year on year increase in demand for affordable homes.


If the Council and its tenants believe that the aspirational standard of investment and meeting housing need are a key priority (e.g. as a key component in the drive to achieve sustainable communities) (see conclusions and recommendation) the Council will need to consider adopting one of the other options for its future housing strategy.

3.5.2
Housing Revenue Account


The projections above show that the Housing Revenue Account will be placed under increasing pressure and would be in a deficit situation within the next few years if service improvements were to be implemented.

3.5.3
Rent Projections


Current Council rents are a little below the Government's target rent for the area.  In order to comply with the rent restructuring regime, Council rents will need on average to:-

· Increase by between 1.1% - 2.5% per year up to 2011/12;

· Increase by RPI + 0.5% thereafter.

4.
STOCK CONDITION

4.1
A survey was undertaken internally in 2001 by Rand Associates. FPD Savills have an undertaken a verification of the Council’s Stock condition information and have prepared information in relation to the required standards. It is important to note that while the council begin the process with a 20% sample survey this has been added to incrementally and will result in a 100% stock condition survey by 2006.

A copy of the verification report is attached at Appendix I.

The results of the survey are shown in the tables below.  These underpin the projections contained in the 30 year HRA business plan.

Table 1 – Minimum Standard


Years 1-5

£m
Years 6-10

£m
Years 11-30

£m
Total

£m

Future major works

Improvements

Estate works

Contingent major repairs

Exceptionally extensive work
9.151

4.719

0.346

0.750

1.461
9.791

0

0.240

0.750

0
42.516

0

0.753

3.000

0
61.459

4.719

1.338

4.500

1.461

Cyclical maintenance

Disabled adaptations

Response and void repairs
4.505

2.000

6.300
4.505

2.000

6.300
18.020

8.000

25.200
27.030

12.000

37.800

Totals
29.232
23.586
97.489
150.307

Table 2 – Core Standard


Years 1-5

£m
Years 6-10

£m
Years 11-30

£m
Total

£m

Future major works

Improvements

Estate works

Contingent major repairs

Exceptionally extensive work
10.179

9.068

0.740

1.125

1.461
11.358

0

0.563

1.125

0
47.930

0

1.908

4.501

0
69.467

9.068

3.210

6.751

1.461

Cyclical maintenance

Disabled adaptations

Response and void repairs
4.505

2.000

6.000
4.505

2.000

6.000
18.020

8.000

24.000
27.030

12.000

36.000

Totals
35.078
25.551
104.359
164.987

Table 3 – Current Standard


Years 1-5

£m
Years 6-10

£m
Years 11-30

£m
Total

£m

Future major works

Improvements

Estate works

Contingent major repairs

Exceptionally extensive work
12.723

16.424

1.479

1.500

1.461
14.198

0

1.208

1.500

0
59.912

0

4.144

6.001

0
86.833

9.068

3.210

6.751

1.461

Cyclical maintenance

Disabled adaptations

Response and void repairs
4.505

2.000

6.000
4.505

2.000

6.000
18.020

8.000

24.000
27.030

12.000

36.000

Totals
46.092
29.411
120.077
195.581

Table 4 – Aspirational Standard


Years 1-5

£m
Years 6-10

£m
Years 11-30

£m
Total

£m

Future major works

Improvements

Estate works

Contingent major repairs

Exceptionally extensive work
14.671

16.424

1.479

1.500

1.461
15.058

0

1.208

1.500

0
62.374

0

4.144

6.001

0
92.103

16.424

6.831

9.002

1.461

Cyclical maintenance

Disabled adaptations

Response and void repairs
4.505

2.000

6.000
4.505

2.000

6.000
18.020

8.000

24.000
27.030

12.000

36.000

Totals
48.040
30.271
122.539
200.851

4.2
Use of the Stock Condition Data  


The stock condition data is stored on the Council’s Academy database and is easily updated and accessed.  The system is controlled by a second tier officer who leads on both the Option Appraisal process and the Council’s asset management and planning system. This data is used to plan the Council’s future housing investment programmes. Currently further 20% surveys across the stock are being arranged to ensure a complete update of the stock’s condition is available by 2006.

5.
ASSESSMENT OF HOUSING NEED


A Housing Market Study and Needs Assessment was completed in 2001.  A copy of the report is attached at Appendix J. That report is updated annually by the Housing and Health Department and the latest update for 2003 is also attached at Appendix J. A further update is planned later this year.


This, in particular, took account of a number of factors as follows:-

· the upward movement in house prices;

· development costs of new affordable housing

5.1
Supply and Demand 


The updated study considers the likely future supply of and demand for affordable homes in Three Rivers District and reaches the following conclusions:-

· the supply of affordable homes will come from three main sources

· Relets of Council Stock

· Relets and new development of RSL stock

· Private rent properties to those in receipt of housing benefit.

· Despite the apparent affluence of the District, around 41% of households have income below the national average therefore putting owner occupation beyond the reach of a large section of the population of Three Rivers;

· Demand is expected to come from households moving to the District, emerging households within the District (especially young singles and as the result of marital breakdown) and the homeless.

· The net outstanding need for affordable housing across the District over the next 5 years is estimated to be 145 units each year. There will therefore be a continuing shortfall in the supply of affordable homes compared to the estimated demand.  

5.2
Areas of Low Demand in the Council Stock

In view of the large shortfall in the supply of affordable homes, the demand for Council properties is very strong and is expected to remain so for the foreseeable future.  (Currently the Council's waiting list stands at 1600 households). There is clear evidence of continuing high demand across all the stock and this is compounded by continual losses from Right to Buy (RTB) sales.

5.3
Overall Conclusions


From the perspective of the options appraisal, it can be concluded that there will be strong demand for Council accommodation for the foreseeable future.


It would therefore seem logical that future strategies should seek to preserve the existing supply of affordable accommodation so far as is possible and to seek ways in which to increase the supply in future.

6.
OPTIONS FOR INCREASING INVESTMENT


The Council has considered each of the main strategic options that are available in terms of the ability to deliver increased investment in the housing stock.


The base case report from Beha Williams Norman Ltd which is attached at Appendix H describes each of the main options in more detail and explains the relative advantages and disadvantages of each of the options.


A summary of the updated findings from the BWNL report is shown in the following paragraphs:-

6.1
Stock Retention


As indicated in Section 3 above, the Council can only meet the minimum decent homes standard by the target set by Government if 78% of all unpooled RTB receipts are directed to housing investment (leaving only a very small proportion of RTB receipts to support General Fund activities). It is therefore important to note in this context the clear statement from the Director of Finance of the Council that the Three Rivers medium term financial plan can only be achieved if all unrestricted capital receipts are used to support the general fund capital programme. Indeed even using all unrestricted capital receipts would still result in a much reduced general fund programme to previous years due to the changes in capital receipt regulations.


Further, the updated Base case assessment shows that even if this Minimum Standard is acceptable and the impact on the Council’s General Fund is acceptable, it does not produce a strong revenue position and maintaining even this minimum may not be achievable over the longer term.  The Council will not be able to meet any standard above the minimum and certainly will not be able to deliver any tenant aspirations.


This could only potentially be achieved by embracing one of the alternative options. (Please refer to the Base Case report at Appendix H for a fuller assessment of each of these options).

6.2
Arm's Length Management (ALMO)


Adopting the ALMO option would mean that the Council would establish an arm's length company to take over responsibility for management of the housing stock.  In principle, an ALMO would be eligible for increased Government support for investment in the housing stock.


The perceived advantages of adopting the ALMO option are as follows:-

· It could harness additional support from Government for investment in the housing stock.

· It would provide the opportunity for tenants to increase their role in the management of the housing service.

· It would allow the Council to retain the housing stock and the tenants to retain their existing tenancy agreements.


However, there are a number factors which limit the attractiveness of the ALMO option in the context of Three Rivers District as follows:-

· Additional funding from Government is restricted to that needed to achieve the minimum decent homes target plus around 5% only.  It would not provide the level of support needed to increase investment to the level that would meet the current standards of the Council nor the actual aspirations of the tenants.

· Additional funding from Government is restricted to that needed to achieve the decent homes target.  The Council could achieve this in any case by taking positive action.  It would not provide the level of support needed to increase investment to the level that would meet the actual aspirations of the tenants.

· There is a financial cost arising both from the impact on the General Fund (although this may be manageable) and the implementation costs of approximately £255,000, excluding employees, which would fall on the HRA.

· In order to secure the permission to borrow that an ALMO offers, the new organisation must achieve a 2 star inspection rating from the Housing Inspectorate.  The new ALMO will have up to 2 years to achieve this standard, and if it does not meet this requirement further borrowing permissions may be withheld until it does. Whilst the current CPA rating of the Council overall is “Good” there has as yet been no full Housing Department inspection.

6.3
Stock Transfer

Stock transfer would involve the disposal of the housing stock to an independent Registered Social Landlord (RSL) which would take over responsibility for both ownership and management.


The main perceived advantages of the stock transfer option are as follows:-

· Investment in the housing stock could be increased to the Aspirational standard.

· There would be opportunities for investment in improvements in service delivery.

· Tenants would be able to play a more significant role in the management of the housing stock.

·  Rents would not be affected by transfer and would continue to be calculated by the Government Rent Formula.

On the other hand, stock transfer can proceed only with the support of the tenants (as measured by ballot) and it is a costly and time-consuming exercise to implement. There would be pre-ballot set up costs of the order of £325,000 (excluding employees). If there were a no vote, the vast majority of these costs would fall on the General Fund. Arrangements are also subject to gaining a place on a Government Programme.

From the Council's perspective, the Consultants' base case report suggested that the financial structure of stock transfer is such that all aspects of the Aspirational Standard could be met and maintained, service improvements achieved and the revenue position stabilised. The Council could expect to receive a net capital receipt of the order of £24 million and, after allowing for any required investment income, this could be available for all capital purposes including the enabling of new homes. In addition the Council could benefit year on year from a share of Right to Buy sales income. There would be a financial impact on the General Fund which should be capable of reduction over the years. However investment interest from the capital receipt would more than offset this impact.

6.4
Private Finance Initiative (PFI)

A PFI scheme would involve the transfer of the management of part of the housing stock to an independent managing agent (probably an existing RSL).  In principle, Government support is available to enable the managing agent to increase investment in the stock included within the scope of the PFI scheme.


Thus the main advantages of a PFI option would be to increase investment in part of the housing stock whilst allowing the Council to retain ownership of the stock and the tenants to retain their existing tenancy agreements.


However, housing PFI schemes are relatively small in scale and have so far been directed towards areas where investment needs are high.  It is doubtful, therefore, that a PFI bid from Three Rivers District would secure the support of Government in terms of relative need and value for money.  From the Council's perspective, a PFI scheme for part of the housing stock would be likely to result in diseconomies of scale within the Council and would not address the investment needs of the stock not included in the PFI bid.


It has been concluded therefore, that PFI is not a realistic option for Three Rivers District.

6.5
Mixed Solutions
The Council has considered mixed or partial options but the size and even spread of investment means that a mix of options does not significantly affect the overall position.

The financial impact of possible partial options would not be sufficient to enable a significant increase in investment levels and the lower residual stock base would suffer from the loss of economy of scale on both revenue and capital terms.

In addition, the complexity of a mixed solution would create a management and resource requirement during the set-up period which would be difficult for a relatively small district council to bear.

7.
TENANT LED SOLUTIONS

The terms of reference for the ITA, who was appointed to assist the tenants throughout the stock options appraisal process, included elements of work that would seek to increase tenant representation across the District and develop the formation of local tenant representative groups.  The report from the ITA also indicates that there is little enthusiasm from tenants at local level to become more involved in the housing service.

The possibility of encouraging the formation of a tenants' co-operative or co-operatives has also been considered.  However, the level of commitment that would be required seems to greatly exceed the levels of interest expressed by the tenants.  Furthermore, a tenants' co-operative would only address the needs of a small part of the housing stock.

The stock transfer option could be based on the Community Gateway principles.  However, this would require major commitment from tenants at local level, where so far tenants have shown little enthusiasm for increased involvement.

Based on the above, it has been concluded that there is little or no opportunity for implementation of a tenant-led initiative within the District.

8.
WIDER STRATEGY FOR NEIGHBOURHOOD RENEWAL


Three Rivers District includes large rural areas with a number of villages and small towns.
The area is perceived as being relatively affluent and does not suffer from deprivation characteristics of any significance nor significant problems relating to the built and natural environment.


As described in other sections of the report the key issues affecting housing in the District is that of affordability.  This is caused by the recent rapid escalation in house prices to the extent that many emerging households in the District can no longer afford owner-occupation.  Historically, the Council has also been able to maintain the stock in reasonably good condition and has not suffered from the problems experienced in many urban areas.


Consequently, there has not been the need for regeneration initiatives within the District.

9.
EVALUATION OF THE OPTIONS 
The Steering Group including tenant and leaseholder representatives, staff and Local Strategic Partnership representatives was tasked to review each of the options against agreed criteria. The results of their deliberations were then passed to the Project Group who analysed the responses and organised them around the options available, setting out which priorities could be met by which options. The work of the Project Group was then further discussed with the Steering Group and the Matrix contained in Appendix K was approved
Criteria for evaluating the Options


In the table below we have compared a summary of the main realistic strategic options set out in the Matrix. (See Appendix K for original full Matrix).


Retention
ALMO
Transfer

Meet decency standard
Not sustainable in revenue terms
Yes
Yes

Bring stock to full aspirational standard
No
No except limited environment. works
Yes

Additional resources for service improvements
No
No
Yes

Retain tenancy rights for existing tenants
Yes
Yes
Yes

Increase tenant empowerment
Participation but no decision making
Yes but Council veto
Yes

Support other Council strategies
Problems due to limited funding
Higher but query sustainability
Higher

Funding for additional affordable homes
No
No
Yes

Impact on Council finances
Limited availability of resources
Negative impact
Initial negative impact but offset by interest on capital receipt


In the body of this report above and the base case report (Appendix H) and the original Matrix (Appendix K) the relative advantages and disadvantages of the other main options are discussed.  Those sections of the report describe why these options are not considered to the appropriate for Three Rivers District.

At the point of consulting tenants on the outcome of the base case assessment following the first phase of consultation, the Council had a choice of two options, i.e.

· stock retention provided the Council was willing to meet the Minimum Decent Homes Standard only and direct 78% of all unpooled RTB receipts to housing investment for that purpose (recognising the negative impact on the General Fund capital programme of such actions); or

·   stock transfer, which would enable the full aspirational standard to be delivered and potentially improve service delivery without a net impact on the General Fund with the use of interest from the capital receipt.  

However, the outcome of the second phase of consultation shows a clear emphasis on achievement of the Aspirational standard and a desire to have further information on the potential opportunities provided by stock transfer. On the assumption that the Council would wish to achieve tenant wishes to the fullest extent possible it is evident that the stock transfer option is the only clear and viable way forward whilst continuing to recognise that stock transfer is entirely dependent on the support of the tenants and could result in abortive costs if such support is not forthcoming. It is therefore perhaps an issue that the tenant community should decide in view of the clear issues for future quality of service to that community that this appraisal process has served to underline.

In summary therefore the pursuit of whole stock transfer is the only option that appears to achieve all objectives and your Lead Consultants so recommend. 

Note: A fuller assessment of the issues involved in Stock Transfer options has been separately completed and will be attached to the covering reports to committees and Council for ease of reference.

10.
DECISION MAKING PROCESS 

The draft report will be discussed by the Stock Options Appraisal Steering Group, the Tenant' and Leaseholders Forum, the Housing and Environment Policy Panel and the Executive Committee. The full Council will then approve the final report. The final report will also reflect other information that has become available (e.g. the ITA report) or any changes in circumstance (e.g. the Council's 2005-06 budgets).
11.
CHANGE MANAGEMENT PROCESS  

The Council recognises that options carry with them the need to consider change in the way in which the housing management services are provided, even the retention option and some structural changes have been made in accordance with Government advice.  However, the extent to which change is needed will vary depending on the chosen option, with stock transfer requiring the most radical change.


In view of the above, the Council has decided that a detailed change management strategy should be developed once the decision on the chosen option has been reached.


The Council has, however, considered the main principles that will govern the change management strategy and has recognised that the strategy should be based on best practice as follows:-


Meeting Key Objectives

· Generating support and commitment from staff to the chosen option

· Improving housing management services and performance

· Improving the quality of the housing stock and its environment

· Identifying the barriers to change and the ways in which these barriers may be overcome.


Project Management

· Appointing a project team and project leader to oversee the process.

· Preparing a detailed project plan for implementation of change.

· Ensuring the change management plan is consistent with and complements any other project plans for implementation of the chosen option.


Briefing

· Ensuring that those involved in the change management project are fully briefed and committed to the proposals.

Consultation

· Carrying out extensive consultation with staff to ensure their views are reflected in the development of the change management plan.

· Identifying areas where staff believe that change is necessary and those areas where staff believe that no change is required.

· Setting up a framework for regular consultation with staff throughout the course of the process.

· Consulting with other key stakeholders, such as tenants and trade unions, to ensure that their views are reflected in the strategy.

Communication

· Adopting a comprehensive communication strategy that ensures that all those (e.g. staff) affected by the proposed changes are aware of the objectives and plans and are kept aware of progress achieved in implementing the strategy.

Progress Monitoring

· Setting up arrangements to ensure that progress in implementing the change management plan is closely monitored.

· Ensuring that processes are put in place so that the progress on the change management strategy is linked to overall progress on the broader implementation plans.

· Ensuring that the process does not adversely affect existing housing services.

12.
MANAGEMENT OF THE OPTIONS APPRAISAL ( October 2004)

12.1
Details of the Steering Group


The Council appointed a Stock Option Appraisal Steering Group to oversee the options appraisal process.  The Goup comprised the following individuals:-

Cllr Matthew Bedford - Lib/Dem 

Cllr Peter Wakeling - Lib/Dem

Cllr Barbara Lamb - Conservatives

Cllr Amrit Mediratta - Conservatives

Cllr Nena Spellen - Labour

Mrs J Greenwood - Tenant Representative

Mrs S Treloar - Tenant Representative

Mr M Evans - Tenant Representative

Vacancy - Tenant Representative

Ms J Appleton - Leaseholder Representative

Lucy Nuttall - St Pancras & Humanist HA

Pat Milner - Aldwick HA

Jan Evans - Citizens Advice Bureau

Mary Green - Voluntary Sector

Fred Davies - Interim Director of Housing and HealthTRDC

George Robertson - Head of Corporate Development TRDC

Howard Beresford - Policy Manager TRDC

Bryan Collett - Finance Manager TRDC

Marilyn O’Neill - Personnel & Training Manager TRDC

Keesje Morrison - Policy & Development Officer TRDC

Tony Walker - Estate Officer TRDC

Sue O’Connor - Tenant Participation Officer TRDC

Dave Saunders - Property & Facilities Management TRDC

Chantelle Smith - Residential Services TRDC

Margaret Hildreth - Public Relations & Communications TRDC

Christian Brady - Leisure & Environment, UNISON TRDC

Veronica Griffin - Treasury Services - TRDC

Steve Barry - Insights (ITA)

Sharon Smith - Insights (ITA)

Angela Housham - Beha Norman Williams (Lead Consultant)

Simon Smith - Beha Norman Williams (Lead Consultant)


The Steering Group has met on a four weekly cycle throughout the course of the appraisal and has considered all relevant matters related to the appraisal process. It was supported by an officer and consultant level Project Group which also had tenant representation informed by meetings of the Tenants Working Group.

12.2
Resources


The detailed work relating to the appraisal process has been led by the Interim Director of Housing and Health, with support from many of the housing service staff.  Input has also been provided by other relevant Council departments, e.g. Finance staff have been involved in assessing the baseline financial position.


In support of the Council's in-house team a number of specialist consultants have been employed, i.e.


FPD Savills – responsible for verification of the external consultant’s Council’s Stock condition information and assessing the investment requirements to achieve both decency and aspirational standards.


Beha Williams Norman Ltd – responsible for carrying out a financial appraisal of the Council's baseline position and for identifying the relative strengths and weaknesses of the other options that are available to the Council.


Insights – to provide independent advice to the tenants and leaseholders on all aspects of the options appraisal process.


Broadgate Communications – to provide support and advice in the later stages of the exercise (from January 2005).

12.3
Involvement of CHTF


A regular dialogue has been maintained with representatives of CHTF throughout the course of the appraisal.


More specifically, CHTF 'sign off' has been obtained to key documents such as the Project Plan, Communication and Consultation Strategy and the Tenant Empowerment Strategy.

12.4
Member Involvement


Council Members have been engaged throughout the stock options appraisal process.  Details are set out in section 2 of the report.
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