  

  EXECUTIVE COMMITTEE – 2I JULY 2008  
  PART I -   DELEGATED  
12.  
HOUSING STOCK TRANSFER REVIEW  

(DCRG  )
1.
Summary
1.1
  
This report reviews the outcome of the housing stock transfer and considers the on-going implications.

2.
Details


Introduction

2.1
The Council completed the transfer of its housing stock to Thrive Homes Ltd on 19 March 2008, two days later than had been expected. The Post Ballot Project Initiation Document is attached at Appendix 1. This report constitutes the post project appraisal.


The Transfer Agreement

2.2
The Transfer Agreement is the contract which sets out the rights, responsibilities, covenants and requirements of both parties.  It also contains all of the necessary arrangements to enable the Association to receive and manage the properties and the Council to enforce the promises made to tenants during the consultation period.  

2.3
The Transfer Agreement takes the form of a contract for sale with numerous schedules and annexes containing supporting information.  

2.4 In particular, the agreement contains:

(i) covenants by the Council and the Association in favour of each other.

(ii) an indemnity given by the Council in respect of any claims Thrive Homes Ltd may suffer arising out of the setting of rents to reach rent convergence by 2012 rather than 31 March 2017. The Council’s liability to Thrive Homes under this indemnity is limited to £850,000. Any claim must be lodged with the Council no later than 31 December 2017.

(iii) an assignment of current tenants’ rent arrears. The tenant arrears payment of £150,000 (gross) less £80,000 prepayments was paid to the Council on the completion date. A leaseholder arrears payment of £9,466.48 was also made. 

(iv) a Nominations Agreement giving the Council the right to make nominations into 75% of the transferring dwellings as they become vacant.

(v) employment provisions in respect of the Council's staff transferring to the Association. These include warranties that the Council has given the Association all material facts and records relating to transferring staff and that there will be no employment related claims made against the Association following the transfer.

(vi) provisions dealing with the ongoing contractual obligations of the Council with third parties, which are relevant to the stock being transferred (e.g. maintenance contracts).

(vii) provisions for Thrive Homes Ltd to manage the Clitheroe Gardens site on behalf of the Council until such time as the existing tenants are decanted. Thrive Homes are entitled to the rents and, if expenditure exceeds rent, then any reasonable additional costs. A monthly review is to be carried out. These properties are still held in the Housing Revenue Account.

(viii) provisions for the actual transfer of the tenanted dwellings and any associated land.

(ix) title and environmental warranties plus an asbestos indemnity and swallow hole indemnity given by the Council in respect of the property being transferred.

(x) a Right to Buy Sharing Agreement which protects the Association from fluctuations in RTB sales and gives the Council a share of RTB sale proceeds following transfer.

(xi) a shared ownership sharing agreement which gives the Council a share of the monies received by the Association in the event of any ‘staircasing’.

(xii) provisions for both parties to apply for and maintain registration as data controllers and to comply with the provisions of the Data Protection Act 1998.

(xiii) agreements for the provision of services by the Council to the Association after transfer and vice versa.

(xiv) all of the other necessary provisions to transfer the housing function to the Association as a going concern.

Other significant clauses are as follows:- 

(b) Certain of the Law Society's standard conditions of sale used on every day property transactions are incorporated into the contract, changed to reflect the circumstances of this transfer. 

(c) A rent and service charge arrears calculation.  On completion the Council transferred over to the Association the rent and service charge arrears due from existing tenants and leaseholders.

(d) Confirmation that the Council is responsible for payment for goods and services up to the completion date and that the Association is responsible for payment for goods and services on and after the completion date.

(e) Arrangements covering insurance claims and risk.  If any properties are destroyed or damaged before completion then the Council will reimburse the Association for the reasonable cost of reinstatement.  

(f) The legal position of transferring employees.  Thrive Homes are now the employer of the transferring staff by virtue of the Transfer of Undertakings (Protection of Employment) Regulations ("TUPE").  By giving staff warranties to the Association, the Council retains the risk of any staff claims caused by matters such as breach of a member of staff's contract of employment by the Council, the Council failing to pay a member of staff money due before completion, the Council's failure to consult with trade unions and so on.

(g) The contract imposes a requirement on the Association that they will obtain admission to the Hertfordshire County Council Local Government Pension Scheme and staff pension rights will therefore continue. The base valuation amount paid to the Council for the housing stock was reduced by £0.8m to enable Thrive Homes to pay off an estimated deficit in the Hertfordshire Pension Fund in respect of the transferring staff. The agreement allowed for the fund actuary to provide a further deficit calculation as at the completion date, and for the Council to meet any additional difference between the deficit on completion date and the £0.8m estimate. The actuary adjusted the deficit to £1.45m, and so the council paid a further £0.65m from the gross receipt to the pension fund.

(h) The contract allows Thrive Homes to request the use of retained land for contractors’ compounds when it is unable to locate such facilities on the transferred property. Such temporary arrangements require prior consent which is not to be unreasonably withheld. Consent may be subject to Thrive consulting with local residents, entering a formal licence which shall include the obligation to reinstate the land, and obtaining all consents and permissions including planning permission where necessary.

(i) The parties have agreed to use ‘all reasonable endeavours’ to create a choice based lettings scheme by September 2009.

(j) The Council is entitled to any repayment of discount arising from a tenant having exercised their Right to Buy.

2.5 Much of the information and detail of the transfer is contained in the Schedules to the contract.  These are as follows:

(k) The First Schedule:  This Schedule gives details of all property to be transferred to Thrive Homes Ltd including sheltered units, shared ownership leases and the Prestwick Road depot.  

(l) The Second Schedule:  Contains the Nomination Rights.  The Association will give the Council the right to nominate tenants for housing into 75% of the Association's properties.  The nomination procedure is set out in detail in the agreement.

(m) The Third Schedule:  Contains the temporary accommodation arrangements.  The Association will make available temporary accommodation units to the Council subject to the availability of dwellings appropriate for use as such units.

(n) The Fourth Schedule:  Contains the contracts affecting the transferring property to be assigned to the Association or retained by the Council.  

(o) The Fifth Schedule:  Contains the staff warranties and disclosures.  

(p) The Sixth Schedule:  Contains the covenants from each Party to the other.  The Association covenants to carry out the Consultation Document promises and to use its income to maintain and manage social housing ‘primarily in Three Rivers’. Thrive Homes will also carry out disabled adaptations up to the value of £378,000 p.a. for the first five years of the agreement and £280,000 p.a. for twenty five years thereafter. The amounts are increased annually by RPI and unspent sums carried forward. The Council will be liable for amounts above these figures.

(p)
The Seventh Schedule:  The Warranties.  The Council warrants to the Association that there are no matters in connection with the land or property transferring that could cause the Association financial or other loss.  In particular, the Council gives environmental warranties and an asbestos indemnity so that as far as possible, any risk of environmental contamination stays with the Council.  The Council will give warranties both to the Association and separately to the Association's funders.  The warranties are in standard form. Details are attached at Appendix 2.

(q)
The Eighth Schedule:  Contains the form of Property Transfer to be used to actually convey the property to the Association on completion.  

(r)
The Ninth Schedule: Lists the outstanding insurance claims relating to the Property.

(s)
The Tenth Schedule: Contains the list of assets and contracts related to the Lifeline service that will transfer to the Association.

(t)
The Eleventh Schedule: Contains details of the section 25 costs that the Council has granted to the Association.

(u)
The Twelfth Schedule:  Contains the form of leases in respect of the flats above shops, area office and office accommodation that the Council will lease to the Association.

(v)
The Thirteenth Schedule: Contains details of the services that each party will provide to the other after Completion. The service level agreements are summarised at Appendix 5.

(w)
The Fourteenth Schedule: Contains the standard form of Deed of Assignment of rent and service charge arrears.

(x)
The Fifteenth Schedule:  Contains the RTB Sharing Agreement. 

(y)
The Sixteenth Schedule:  Contains the disposal clawback agreement which provides that where the Association sells any land for "commercial gain", then it must pay the Council a 50% portion of the net gain.  There are a series of exemptions including disposals for social housing to enable the Association to trade out of financial difficulty. 

(z)
The Seventeenth Schedule:  Contains the list of assets and equipment transferring to the Association. £15,000 was received for plant and equipment, £5,000 for furniture and communal equipment in sheltered accommodation and £5,809 for stock held at Prestwick Road depot.  

(aa)
The Eighteenth Schedule:   Contains details of the eighteen vehicle leases that the Council has assigned to the Association.

(ab)
The Nineteenth Schedule:  This lists twenty-one dwellings where the tenant had applied to buy his/her home under the Right To Buy but the sale had not been completed before completion of the transfer.  

(ac)
The Twentieth Schedule:  Contains the Housing Benefit Protocol, setting out the service levels and standards which are to be achieved by both parties in the processing and administration of housing benefit for the Association’s tenants.

(ad)
The Twenty-First Schedule: Contains the potential deeds of variation in case the VAT Scheme changes.  

(ae)
The Twenty-Second Schedule: Sets out the arrangements for sharing of the VAT monies received back from Customs.

(af)
The Twenty-Third Schedule: Sets out the arrangements for the sharing of any monies received as a consequence of any shared ownership staircasing.


Retained Functions

2.6
The Council resolved to retain its garage sites, shops and open spaces. The following amounts were included in the capital investment programme:-

	CAPITAL INVESTMENT PROGRAMME
	Current Year 2008/09
£
	

2009/10
£
	

2010/11
£
	Future Years per annum
£

	Garage Improvements
	138,350
	138,350
	138,350
	138,350

	Shops Blocks
	100,000
	100,000
	100,000
	100,000

	Estate Paths & Roads
Income/savings
	140,000
	140,000
	140,000
	140,000


2.7
The Resources Policy and Scrutiny Committee on 12 June 2008 (Minute R.PS06/08 refers) added to its work programme an item on the letting of garages.


Review Meetings

2.8
The Agreement states that for six years from the completion date, Thrive Homes Limited’s Chief Executive will attend quarterly liaison meetings with a senior officer or Director of the Council to enable the Council to satisfy itself that Thrive Homes is fulfilling its obligations under the Agreement. Thereafter meetings shall take place as often as is ‘reasonably necessary’. The Sustainable Environment Policy and Scrutiny Committee will be asked how it wants to scrutinise progress on this.

3.
Options/Reasons for Recommendation
3.1
The recommendations are made in order that the Executive Committee can sign off the post project review, and so that the Resources and Sustainable Environment policy and scrutiny committees can carry out further work.  . 

4.
Policy/Budget Reference and Implications
4.1
The recommendations in this report are within the Council’s agreed policy and budgets.  The relevant policy is entitled Housing Stock Transfer ASK   \* MERGEFORMAT  and was agreed on 3 March 2008 (Minute CL67/07 refers) ASK   \* MERGEFORMAT .   
5.  
Environmental & Website Implications
  5.1
None specific.

6.
Financial Implications

The Capital Receipt

6.1
  The Council’s three-year medium-term financial plan, agreed in February, assumed a net capital receipt of £19.89. The latest position is shown below:-

	
	Estimate

£m
	Latest

£m

	Gross Valuation
	27.00
	27.92

	Less: Set-Up Costs
	-2.14
	-1.88

	Sub-Total
	24.86
	26.04

	Less: Levy
	-4.97
	-5.13

	Net Capital Receipt
	19.89
	20.91



Set-Up Costs are yet to be finalised so these figures may vary slightly when the final figures are audited. Further details are supplied at Appendix 3.


Use of the Capital Receipt

6.2
Contribution to Pension Fund


The Department for Communities and Local Government have issued a guidance note on ‘Capitalisation Directions 2008-09 : Policy and Procedures’ which sets out the circumstances in which a contribution to the Pension Fund made from capital resources might be approved by the Secretary of State. The section concerning payments into pension funds is reproduced as Appendix 4.

6.3
Invest to Save Schemes


The Council’s Capital Strategy sets out the process whereby bids for capital investment schemes are brought forward and evaluated. During the Strategic, Service and Financial Planning process for 2009-2012, service heads will be encouraged to bring forward for evaluation capital schemes resulting in revenue savings. Schemes meeting the Council’s sustainability agenda will be particularly encouraged.

6.4
Provision of Affordable Social Housing - Pump Priming


The Council recently held a seminar to consider its future role as a strategic housing authority. Speakers at the seminar indicated that the housing corporation were more likely to provide funding to housing associations if local authorities were prepared to underwrite the development of affordable social housing. Many housing associations have a development arm and some councils have pump-primed development in collaboration with these bodies replenishing their capital input from developers gain (i.e. the sale of private accommodation within the development). Members are asked whether officers should research further these possibilities.

6.5
Offer Document


The Council’s offer document to tenants on stock transfer said that it planned to use some of the proceeds of the transfer to pay for projects that:

· Produce a safer community through tackling crime and the fear of crime

· Provide environmentally sustainable communities

· Create prosperous communities by providing an accessible housing market, reducing deprivation and improving transport

· Provide healthy communities by providing facilities and a healthy environment within which people can live and work


These promises meet the aspirations for capital expenditure within the Strategic Plan.

6.6
Interest in Support of Revenue Account


The receipt has been invested and the interest is benefiting the General Fund.


Revenue Implications

6.7
The three-year medium-term financial plan currently assumes that capital resources carried forward will reduce from £24.0m at the end of this financial year to £20.6m at 31 March 2011. The revenue account interest is in the region of £1.2m to £1.0m on these amounts. The revenue account in 2010/11 shows a small surplus of £0.1m. In other words, in the medium term, the interest earned is balancing the revenue account. Use of the capital receipt will reduce interest and could cause the revenue account to go into deficit and whilst balances are estimated to be greater than £7m  this position can not be allowed to continue in the longer term.

6.8
The Council has included in its three-year medium-term financial plan the following income from service level agreements with Thrive Homes:-

	SERVICE LEVEL AGREEMENTS
	Current Year 2008/09
£
	

2009/10
£
	

2010/11
£
	Future Years per annum
£

	Total Income
Income/savings
	-1,145,550
	-1,184,700
	-484,700
	-484,700



As part of the Transfer Agreement, Thrive Homes negotiated notice periods as short as three months (see Appendix 5). Members should note, therefore, the risk to this income.


Insurance Premiums

6.9
In view of the Council’s exposure to claims under the environmental warranty (see paragraph 12.3 and Appendix 2), the Council has taken out a ten year insurance against environmental pollution. The one-off premium amounted to £151,150.


Current Tenants Arrears

6.10
Thrive Homes Limited took over current tenant arrears on transfer and paid the Council £70,000 (net) in respect of dwellings and £9,466.48 in respect of leaseholders. 

	Position at 16/03/08
	£
	£

	Dwellings
	
	

	   Arrears
	429,287.72
	

	   Prepayments
	-122,220.87
	307,066.85

	Leaseholders
	
	

	   Arrears
	19,458.25
	

	   Prepayments
	-1,322.55
	18,135.70

	Cash Received
	
	

	   Dwellings
	-70,000.00
	

	   Leaseholders
	-9,466.48
	-79,466.48

	
	
	

	Required Write-Off
	
	245,736.07



The amount above was written off to the HRA Provision for Bad Debts on 31 March 2008 (see below). 


Other Arrears – Former Tenants & Leaseholders, Shops, Garages & Homeless 

6.11
The Council retained the arrears of former tenants and leaseholders, shops, garages and the homeless. Income from these sources will, in future, benefit the General Fund. The arrears at 31 March 2008 are shown below.

	Position at 31/03/08
	£
	£

	Dwellings
	
	

	   Arrears
	228,728.55
	

	   Prepayments
	-713.71
	228,014.84

	Leaseholders
	
	

	   Arrears
	831.71
	

	   Prepayments
	-780.64
	51.07

	Shops
	
	

	   Arrears
	55,397.31
	

	   Prepayments
	-45,282.51
	10,114.80

	Garages
	
	

	   Arrears
	4,195.36
	

	   Prepayments
	-4,959.19
	-763.83

	Homeless
	
	

	   Arrears
	20,874.86
	

	   Prepayments
	-56.92
	20,817.94

	
	
	

	Net Arrears
	
	258,234.82



Provisions for Bad Debts

6.12
The HRA Provision for Bad Debts was closed at 31 March 2008. £272,233 was charged to the provision in respect of rents collected in advance of the transfer (over 48 weeks) but which were due to Thrive in respect of the final two weeks of the financial year when it owned the stock. £522,162 was written-off on transfer requiring a contribution from the Housing Revenue Account of £450,533. A provision of £85,500 in respect of retained debts has been created from the General Fund.

	HRA Provision
	
	£

	Balance at 01/04/07
	
	97,637.77

	Adjustment for rents collected in advance
	
	-272,233.00

	Payments re Cleaning Charge
	
	-4,192.45

	Write-Offs approved in the year
	
	-26,009.50

	Write-Offs on Transfer - Arrears sold to Thrive Homes (see above)
	
	-245,736.07

	Contribution from HRA to Bad Debt Provision
	
	450,533.25

	Balance at 31/03/08
	
	0

	
	
	

	General Fund Provision
	
	

	Contribution from General Fund to Bad Debt Provision
	
	85,000.00

	Balance at 31/03/08
	
	85,500.00



As a formality, the Committee is asked to retrospectively agree the write-offs resulting from the stock transfer.

7.
Legal Implications
7.1
  The Transfer Agreement is a lengthy and complex document.  It contains all the necessary legal agreements and information for the Association to take over the housing stock and carry out the consultation promises made to tenants.

8.
Equal Opportunities Implications

8.1
Relevance Test

	Has a relevance test been completed for Equality Impact?

There is no proposed change to current policy / service. 


	No


9.
Staffing Implications
9.1
Staffing levels may have to be adjusted further depending on the duration of the Service Level Agreements.  
10.
Community Safety Implications
10.1
Thrive Homes Ltd have provided a covenant that it will use all reasonable endeavours to work with the Council, Primary Care Trusts, GPs, Voluntary Agencies and the Police to tackle anti-social behaviour and increase community safety. See also Section x of the Offer Document.   

11.
Customer Services Centre Implications
11.1
  Staffing levels may have to be adjusted depending on the duration of the Service Level Agreements.  
12.
Risk Management Implications
12.1
The Council has agreed its risk management strategy which can be found on the website at http://www.threerivers.gov.uk.  The risk management implications of this report are detailed below. 

12.2
The Project Initiation Document prepared in August 2007 reduced the likelihood and impact of not achieving the decent homes standard from [IV Critical, C 50%-75%] agreed in February 2007 to [IV Critical, D 2%-25%] on the strength of having achieved a ‘Yes’ vote. The Executive Committee in February 2008 reassessed the risk as [II Marginal, D 2%-25%] based on the evidence that the transfer was progressing on time and that Thrive would obtain the investment required to achieve the decent homes standard. 

12.3
There are no risks to the Council in agreeing or rejecting the recommendations below. However, a financial risk assessment has been carried out on the warranties and indemnities given by the Council, and it is proposed that the following contingencies be included within balances:-

	
	Exposure
	
	
	
	

	Warranty / Indemnity
	Yrs
	£000s
	Impact
	Likelihood
	%
	£000s

	
	
	
	
	
	
	

	Thrive Homes Ltd
	
	
	
	
	
	

	 Warranties
	
	
	
	
	
	

	  1.Environmental Pollution
	21
	49,000
	I
	F
	1
	0

	  2. Vires
	21
	No Limit
	II
	F
	1
	0

	 Indemnities
	
	
	
	
	
	

	  3. Asbestos
	21
	1,100
	III
	D
	25
	275

	  4. Swallow Holes
	21
	900
	III
	D
	25
	225

	  5. Made Ground
	21
	325
	III
	E
	10
	32

	  6. Rent Convergence
	9
	850
	III
	E
	10
	85

	
	
	
	
	
	
	

	Security Trustee
	
	
	
	
	
	

	 Warranties
	
	
	
	
	
	

	  7. Environmental Pollution
	30
	No Limit
	I
	F
	1
	0

	  8. Vires
	30
	No Limit
	II
	F
	1
	0

	 Indemnities
	
	
	
	
	
	

	  9. Asbestos
	30
	1,100
	III
	F
	1
	11

	  10. Swallow Holes
	21
	900
	III
	F
	1
	9

	  11. Made Ground
	21
	325
	III
	F
	1
	3

	Total
	
	
	
	
	
	640


12.3
These risks will be managed within the Accountancy Practice Service Plan. ASK   \* MERGEFORMAT 
12.4
The above risks are plotted on the matrix below depending on the scored assessments of impact and likelihood, detailed definitions of which are included in the risk management strategy. The Council has determined its aversion to risk and is prepared to tolerate risks where the combination of impact and likelihood are plotted in the shaded area of the matrix. The remaining risks require a treatment plan. 

	Likelihood
	A
	
	
	
	
	
	Impact
	Likelihood

	
	B
	
	
	
	
	
	V = Catastrophic
	A = >98%

	
	C
	
	
	
	
	
	IV = Critical
	B = 75% - 98%

	
	D
	
	
	3,4
	
	
	III = Significant
	C = 50% - 75%

	
	E
	
	
	5,6
	
	
	II = Marginal
	D = 25% - 50%

	
	F
	1,7
	2,8
	9,10,11
	
	
	I = Negligible
	E = 2% - 25%

	
	
	I
	II
	III
	IV
	V
	
	F =  <2%

	
	Impact


	
	


12.5
In the officers’ opinion none of the new risks above, were they to come about, would seriously prejudice the achievement of the Strategic Plan and are therefore operational risks.  The effectiveness of treatment plans are reviewed by the Audit Committee annually.

12.6
The Agreement places certain obligations on Thrive Homes Limited to co-operate with the Council in respect to civil emergencies at the Council’s expense.
13.  
Recommendation
13.1
That it be noted that the Post Ballot Housing Stock Transfer Project was successfully completed.

13.2
That write-offs of rent arising from the transfer and totalling £245,736.07 be formally approved.

13.3
That it be noted that the Resources Policy and Scrutiny Committee is to review the letting of garages and the Committee be asked to investigate the possibility of making a lump sum payment to the pension fund.  
13.4
That the Sustainable Environment Policy and Scrutiny Committee be asked to investigate the possibility of ‘pump priming’ the provision of affordable social housing in collaboration with housing associations, and how it wishes to scrutinise that Thrive Homes is fulfilling its obligations.

Report prepared by:
David Gardner – Director of Corporate Resources & Governance  

Background Papers


Three Rivers District Council and Thrive Homes Limited – Bible of Documents relating to the transfer of the Council’s Housing Stock – Pinsent Masons.
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Housing Stock Transfer – Post Ballot

Project Initiation Document (PID)

	Description


	  Page

	1.
	Project Definition


	2

	2.
	Project Scope


	2

	3.
	Initial Business Case


	2

	4.
	Project Management Structure and Responsibilities


	2

	5.
	Exception Process


	3

	6.
	Method of Approach


	3

	7.
	Project Deliverables and Outcomes


	3

	8.
	Project Quality and Control


	3

	9.
	Quality Assurance


	3

	10.
	Exclusions


	3

	11.
	Constraints


	3

	12.
	Assumptions


	3

	13.
	Communications


	4

	14.
	Risk Assessment 


	4

	15.
	Project Plan


	4

	16.
	Project Documentation


	5

	17.
	Post Project Review


	5

	
	Annexes:
	

	
	A – Risk Register
	6

	
	B – Risk Identification and Assessment Form
	7

	
	C – Risk Treatment Plan
	8

	
	D – Project Plan
	


	1.
	Project Definition



	1.1
	To transfer the Council’s housing stock to Thrive Homes Limited. 

	
	

	2.
	Project Scope



	2.1
	This project has an impact organisation wide.

	
	

	3.
	Initial Business Case



	3.1
	The Council carried out an options appraisal which indicated that it could not maintain the decent homes standard in the medium term. The pooling of capital receipts and negative subsidy meant capital funding would be exhausted in 2012/2013 and that the HRA would run into deficit in 2014/2015. The Council opted to ballot its tenants on a proposal to transfer its stock to a registered social landlord – Thrive Homes Ltd – which wouldn’t suffer these financial constraints. The tenants voted in favour of the transfer.

	
	

	4.
	Project Management Structure & Responsibilities



	4..1
	Project Executive/Sponsor – 

Executive Committee

(Portfolio Holder for Housing)  


	4.2
	Project Board – 

Housing Stock Transfer – Members Working Group

is the overall owner of the project, responsible for assuring the project is managed properly and delivers the outcomes identified in the project initiation document. Because of the need to take decisions quickly, this is the authority and level that signs off each stage of the project and will agree variations, exceptions to the project plans, where necessary reporting these to the ‘Executive’. The project board will also monitor quality, risk assessments and update the initial assessments, where applicable, in the light of changing circumstances. 


	4.3
	Project Team

· Project Manager – Director of Corporate Resources – David Gardner.

· Team Members – 

Solicitor to the Council – Anne Morgan

Personnel & Training Manager – Marilyn O’Neill

Chief Valuer – Roland Childerhouse

Head of Housing Needs & Strategy – Nyack Semelo Shaw

Systems Administrator – Fred Alnutt

Finance Manager – Cliff Kearey

· Project Support – Training / Admin Assistant – Sherrie Ralton
· Lead & Legal Consultants when required

· Other specialists will be co-opted as and when required



	
	

	5.
	Exception Process



	5.1
	The Project Team and Members Working Group will consider progress against the action plan at each meeting. Corrective action, if required, will be agreed at those meetings.

	
	

	6.
	Method of Approach



	6.1
	The Project team will meet fortnightly. Joint monthly meetings will be planned with Thrive and their consultants (Joint Co-ordinating Board). The joint meetings will be followed by meetings of the Members Working Group (and the Thrive Shadow Board). These meetings will concentrate on the delivery of the project plan. 

	
	

	7.
	Project Deliverables and Outcomes



	7.1
	On conclusion of this project the Council’s housing stock will have been transferred to Thrive Homes Ltd. Thrive will be in a position to deliver the decent homes standard within its business plan and relationships with the housing association will be good. Residual services (i.e. those staying with the Council) will be well run and appropriately resourced.

	
	

	8.
	Project Quality and Control 



	8.1
	The ongoing management of the project, including budgetary control, financial projections, managing issues and dealing with exceptions will be the responsibility of the Project Team.

	
	

	9.
	Quality Assurance



	9.1
	Quality measures and assurance will be the responsibility of the Project Board (Members Working Group).

	
	

	10.
	Exclusions



	10.1
	This project concerns only the Council’s interests in the stock transfer. Thrive Homes Ltd will secure its own arrangements for the transfer. 

	
	

	11.
	Constraints



	11.1
	The Council has agreed a budget for the project which has been submitted to CLG in order to offset costs against the capital receipt. Completion of the project by the end of the 2007/08 financial year will enable the closure of the HRA in 2008/09. See also assumptions below.

	
	

	12.
	Assumptions



	12.1
	It has been assumed that resources (particularly staffing resources) will be available as and when required.

	
	

	
	

	
	

	13.
	Communications



	13.1
	The project plan includes arrangements for employee and tenant communication.

	
	

	14.
	Risk Assessment



	14.1


	The Council has agreed its risk management strategy which can be found on the website at:

http://www.threerivers.gov.uk/Default.aspx/Web/CouncilPoliciesPlans
or in the shared folder:

Grp Share on File and Print Server 1 / Risk Management / Risk Management Strategy – Current – July 2006

The risk management implications of this project initiation document are detailed below.



	14.2
	Section 3 of the 2007-2010 Housing Needs and Strategy Service Plan was written prior to the ballot and the risk that was evaluated at that time was the failure to get a ‘yes’ vote. A strategic risk of failing to achieve the decent homes standard was identified by the Executive Committee in February 2007 as part of the Strategic, Service and Financial Planning arrangements for 2007-2010. 



	14.3
	The following table gives the risks that might prevent the delivery of this project, together with their impact and likelihood.


	Description of Risk
	Impact
	Likelihood

	1
	Failure to achieve the Decent Homes Standard
	IV
	D


	14.5
	The above risk is plotted on the matrix below depending on the scored assessments of impact and likelihood, detailed definitions of which are included in the risk management strategy. The Council has determined its aversion to risk and is prepared to tolerate risks where the combination of impact and likelihood are plotted in the shaded area of the matrix. The remaining risks require a treatment plan.


	Likelihood
	A
	
	
	
	
	
	Impact
	Likelihood

	
	B
	
	
	
	
	
	V = Catastrophic
	A = >98%

	
	C
	
	
	
	
	
	IV = Critical
	B = 75% - 98%

	
	D
	
	
	
	1
	
	III = Significant
	C = 50% - 75%

	
	E
	
	
	
	
	
	II = Marginal
	D = 25% - 50%

	
	F
	
	
	
	
	
	I = Negligible
	E = 2% - 25%

	
	
	I
	II
	III
	IV
	V
	
	F =  <2%

	
	Impact


	
	


	14.6
	In the officers’ opinion, the risk above, were it to come about, would seriously prejudice the achievement of the Strategic Plan, and is therefore a strategic risk. Progress against the treatment plans for strategic risks are reported to the Executive Committee quarterly. 

	
	

	15.
	Project Plan



	15.1
	The plan, prepared by the Council’s Lead Consultant, is attached as Annex D.

	
	

	
	

	16.
	Project Documentation



	16.1
	The following documents will be retained and distributed where needed:

· Notes of Project team meetings

· Agendas and Minutes of Members Working Group meetings

· Agendas and Minutes of Joint Co-ordinating Board meetings.


	17
	Post Project Review

	
	

	17.1
	A post project review will take place within six months of the completion of the stock transfer.


ANNEX A

RISK REGISTER

	Service Plan : Housing Needs and Strategy


	Risk

Ref
	Risk
	Impact
	Likelihood
	Risk Tolerance

Requires Treatment

Yes/No
	Next

Milestone

Date
	Next

Review

Date

	1
	Failure to achieve the Decent Homes Standard
	IV
	D
	No
	See Project Plan
	See Project Plan


ANNEX B

RISK IDENTIFICATION AND ASSESSMENT FORM

	Service Plan
	Housing Needs and Strategy


	
	Risk
	Vulnerability
	Cause/Trigger
	Impact
	Impact Classification
	Likelihood Classification

	
	Describe the Risk
	What can go wrong? 

How can it go wrong?

Has it gone wrong before?
	What happens to bring the risk into being?
	How serious would it be if the risk comes into being?
	See Impact Table
	See Likelihood Table


	1
	Failure to achieve the Decent Homes Standard
	Transfer of housing stock to Thrive Homes Ltd fails or is delayed.
	The transfer is not completed by the due date or negotiations fail altogether.
	Service Disruption
	IV
	D

	
	
	
	
	Financial Loss
	III
	

	
	
	
	
	Reputation
	IV
	

	
	
	
	
	Legal Implications
	II
	

	
	
	
	
	People
	I
	

	
	
	
	
	Thrive Homes is being set up to receive the stock and achieve the decent homes standard. The Council has employed Lead and Legal Consultants. There is no indication that the transfer will not take place or that Thrive will be unable to acquire or afford the investment required. There may be a risk around the timetable – there is a lot to be achieved in short period of time.


	
	Likelihood
	A
	
	
	
	
	
	Impact
	Likelihood

	
	
	B
	
	
	
	
	
	V = Catastrophic
	A = >98%

	
	
	C
	
	
	
	
	
	IV = Critical
	B = 75% - 98%

	
	
	D
	
	
	
	
	
	III = Significant
	C = 50% - 75%

	
	
	E
	
	
	
	1
	
	II = Marginal
	D = 25% - 50%

	
	
	F
	
	
	
	
	
	I = Negligible
	E = 2% - 25%

	
	
	
	I
	II
	III
	IV
	V
	
	F = <2%

	
	
	Impact


	
	


ANNEX C

RISK TREATMENT PLAN

	
	Risk
	Existing Control
	Adequacy of Control
	Action Required
	Responsibility
	Critical Success Factor
	Key Dates
	Review Date

	
	As described on the risk identification and assessment form above
	What controls exist now to minimise the risk?
	What evidence is there that the existing controls are working?
	What gaps have been identified? What can be done to reduce the likelihood of something going wrong or reduce the impact if something does go wrong?
	Who is managing the risk?
	How will you know that the action taken has worked?
	Milestones
	


	1


	Failure to achieve the Decent Homes Standard


	Council has carried out options appraisal and successfully balloted tenants on the proposal to transfer its housing stock to Thrive Homes.

A PID has been prepared and a project plan exists
	Lead and Legal Consultants have been appointed in accordance with the plan.
	Service Planning for 2008-2011 will need to include contingency arrangements for a delay in completion.
	Director of Corporate Resources
	The transfer will have been successfully completed by the end of March 2008.
	See Project Plan
	See Project Plan


ANNEX D

	Row No.
	Activity No
	Task
	Consultants
	Start Date
	Completion Date

	 
	 
	 
	 
	 
	 

	1
	E
	Agree employee communication strategy 
	 
	06-Aug-07
	24-Aug-07

	2
	E
	Agree Tenant communication strategy
	 
	06-Aug-07
	24-Aug-07

	3
	E
	Formal agreements re staff secondments
	Legal
	06-Aug-07
	24-Aug-07

	4
	C
	Decision on single or separate VAT Advisors
	Lead
	07-Aug-07
	24-Aug-07

	5
	M
	Agree Programme of progress meetings with Thrive Homes
	Lead
	06-Aug-07
	31-Aug-07

	6
	S
	Initial Review of Stock Condition Information
	Lead
	06-Aug-07
	03-Sep-07

	7
	L
	Note progress re charitable status of Thrive Homes
	Legal
	09-Aug-07
	03-Sep-07

	8
	L
	Agree Programme for preparation of plans & conveyancing
	Legal
	09-Aug-07
	03-Sep-07

	9
	V
	Agree basic factual information feeding into valuation
	Lead
	06-Aug-07
	14-Sep-07

	10
	L
	Identify Assets to Transfer
	Legal
	09-Aug-07
	14-Sep-07

	11
	V
	Agree approach re pension fund deficit
	Lead
	09-Aug-07
	15-Aug-07

	12
	S
	Any further work on Stock Condition which may be necessary
	Lead
	06-Aug-07
	04-Oct-07

	13
	C
	Appointment of VAT Advisors 
	Lead
	10-Sep-07
	10-Oct-07

	14
	E
	Updated TUPE List
	Legal
	10-Sep-07
	10-Oct-07

	15
	O
	Agree transfer date with CLG
	Lead
	10-Sep-07
	10-Oct-07

	16
	L
	Consideration of warranties
	Legal
	17-Sep-07
	04-Oct-07

	17
	L
	Draft Transfer Agreement prepared
	Legal
	01-Oct-07
	01-Oct-07

	18
	V
	Draft transfer implications for the Council
	Lead
	06-Aug-07
	02-Nov-07

	19
	X
	Council & Thrive Homes determine their requirements for office accommodation and SLAs
	Lead
	06-Aug-07
	02-Nov-07

	20
	E
	Consider legal implications etc of sewerage treatment works & associated plant
	Legal
	10-Sep-07
	08-Nov-07

	21
	E
	Determine plan for transfer from rent rebates to rent allowances
	 
	10-Sep-07
	08-Nov-07

	22
	C
	Obtain stock investment programme; sufficient detail for VAT scheme
	Lead
	08-Oct-07
	05-Nov-07

	23
	E
	Final TUPE List
	Legal/Lead
	08-Oct-07
	07-Dec-07

	24
	D
	Seminar for Councillors on Transfer Agreement etc.
	Legal/Lead
	12-Nov-07
	11-Dec-07

	25
	E
	Deferred TUPE List
	Legal/Lead
	12-Nov-07
	11-Dec-07

	26
	X
	Discussion & agreement of SLAs
	Lead/Legal
	12-Nov-07
	11-Dec-07

	27
	C
	Agree VAT scheme with Customs and Excise
	VAT
	19-Nov-07
	28-Dec-07

	28
	L
	RTB cut off date
	Legal
	21-Jan-08
	21-Jan-08

	29
	L
	Certify titles for transferring property
	Legal
	17-Sep-07
	01-Feb-08

	30
	L
	Prepare Plans
	Legal
	17-Sep-07
	01-Feb-08

	31
	D
	Special Council Meeting to formally agree to transfer
	Legal/Lead
	14-Jan-08
	01-Feb-08

	32
	L
	Negotiation on terms
	Legal
	01-Oct-07
	11-Feb-08

	33
	O
	Formal application to DCLG with draft transfer agreement & valuation
	Lead/Legal
	07-Jan-08
	15-Feb-08

	34
	O 
	Final Valuation to DCLG
	Lead
	18-Feb-08
	18-Feb-08

	35
	L
	Conveyancing
	Legal
	17-Sep-07
	25-Feb-08

	36
	V
	Agree Valuation, RTB Sharing Agreement, Allocated price, Arrears price, sharing of VAT shelter savings
	Lead
	08-Oct-07
	25-Feb-08

	37
	L
	Finalise Transfer Agreement
	Legal
	10-Dec-07
	27-Feb-08

	38
	V
	Update transfer implications
	Lead
	07-Jan-08
	25-Feb-08

	39
	V
	Agree final valuation
	Lead
	25-Feb-08
	25-Feb-08

	40
	O
	Final Transfer agreement to DCLG 
	Legal
	01-Mar-08
	01-Mar-08

	41
	L
	TRANSFER
	Legal
	10-Mar-08
	10-Mar-08


APPENDIX 2

WARRANTIES & INDEMNITIES TO THRIVE HOMES LTD:-

Limitation of Time for Claims:-

21 years in respect of warranty 12 (Environmental Pollution) and 13 (Vires) and the indemnities in para 7 (Asbestos Indemnity) and 8 (Swallow Hole Indemnity) and 9 (Made ground Indemnity)

18 years in respect of all other warranties.

Limitation to Claims:-

Claims have to be >£4,000 for an event but when all such claims total >£12,000 they all become payable

In respect to any one dwelling, claims are limited to rent income foregone except for warranties 12 and 13.

Claims under Warranty 12 are limited to £49m

Claims under Warranty 13 no limit

Claims under the Asbestos Indemnity no limit except that the first £1m is met by Thrive – Thrive to provide annually monitoring information. Asbestos not in a building is covered  by Warranty 12 (Environmental Pollution).

Swallow Hole Indemnity first £100,000 met by Thrive thereafter maximum liability £900,000 amounts linked to RPI

Made ground Indemnity Costs equally shared until costs reach £650,000 (i.e max liability £325,000) amounts linked to RPI.

No claim can be made as a result of:-

Thrive changing the current use other than to residential use or to social housing

Thrive undertaking development other than:-

works included in the stock survey or consultation document, 

repairs and maintenance, drainage or underpinning works, or,

for social housing except for 49 identified properties.

Disclosure – Incorrect percentages in some leases for recovery of estate costs. Council to meet costs of rectifying the leases and any shortfall suffered.

COLLATERAL WARRANTY IN FAVOUR OF SECURITY TRUSTEE 

Limitation of Time for Claims:-

30 years 

21 years swallow hole  and made ground indemnities

Limitation to Claims:-

Claims under Warranty 12 are unlimited

Claims under Warranty 13 are unlimited

Claims under the Asbestos Indemnity no limit except that the first £1m is met by Thrive and the Security Trustee. Asbestos not in a building is covered  by Warranty 12 (Environmental Pollution).

Swallow Hole Indemnity first £100,000 met by Thrive thereafter maximum liability £900,000. Amounts linked to RPI

Made ground Indemnity Costs  limited to max liability of  £325,000 amounts linked to RPI.

Disclosure – Incorrect percentages in some leases for recovery of estate costs. Council to meet costs of rectifying the leases and any shortfall suffered.

APPENDIX 3

	Housing Stock Transfer - Net Capital Receipt
	
	

	
	£
	£

	Base Valuation Figure
	
	29,400,000.00

	Less: Base Pension Fund Deficit Figure
	
	-800,000.00

	Less: Adjustment for Rents Collected in Advance
	
	-272,233.00

	Add: Prestwick Road Depot
	
	50,000.00

	Add: Shared Ownership Properties
	
	56,000.00

	Revised Purchase Price for 3,758 properties
	
	28,433,767.00

	(Price per Property £7,566.20)
	
	

	Adjustment for Final Stock Figure
	
	

	3758 - 3740 * £7566.20
	
	-136,191.60

	Valuation Price for 3740 Properties
	
	28,297,575.40

	Less: Post Transfer Pension Fund Deficit Adjustment
	
	-650,000.00

	Gross Capital Receipt
	
	27,647,575.40

	
	
	

	Less: Receipts Relating to Non-Leviable Assets:
	
	

	Depot
	-50,000.00
	

	Shared Ownership Properties
	-56,000.00
	-106,000.00

	
	
	 

	Receipts Relating to Leviable Assets
	
	27,541,575.40

	
	
	

	Less: Set-Up Costs Relating to Leviable Assets
	
	

	  Preliminary Gross Set-Up Costs:
	
	

	     Council
	-965,018.00
	

	     Thrive Homes Ltd
	-916,038.00
	

	
	-1,881,056.00
	

	Proportion Relating to Leviable Assets
	
	-1,873,844.09

	
	
	 

	Leviable Receipts
	
	25,667,731.31

	
	
	

	Levy @ 20%
	
	-5,133,546.00

	
	
	 

	Sub-Total
	
	20,534,185.31

	
	
	

	Add: Adjustment for Rents Collected in Advance
	
	272,233.00

	
	
	

	Add: Receipts Relating to Non-Leviable Assets:
	
	

	Depot
	50,000.00
	

	Shared Ownership Properties
	56,000.00
	106,000.00

	
	
	

	Less: Set-Up Costs Relating to Non-Leviable Assets
	
	-7,211.91

	
	
	

	Net Capital Receipt
	
	20,905,206.40

	
	
	


APPENDIX 4

Payments into Pension Funds

In respect of an application for the capitalisation of a lump-sum payment into a pension fund to remedy a deficit, the cause of the deficit will need to be explained and the application will need to be accompanied by the LGPS Pension Fund’s last triennial actuarial valuation report. Applications should also be supported by the relevant Pension Fund’s Funding Strategy Statement.

The Affordability Test will normally be applied

The following conditions will also usually apply:

a) capitalisation is unlikely to be allowed unless the council is able to demonstrate that it has taken all the steps allowed under the Local Government Pension Scheme, including “spreading” and “stepping” options;

b) capitalisation is unlikely to be allowed if the funding difficulties arise from a decision by the council itself either to make provision over a shorter period than is recommended by the fund’s actuary, or to exceed a limit on early retirements agreed as part of the actuarial valuation inputs; and

c) in addition, any directions issued are likely to require the capitalised payment into the fund to be met only out of capital receipts and not by borrowing.

Affordability Test

Capitalisation is meant to help authorities to deal with costs that would otherwise be unaffordable. To assess affordability in a consistent way across authorities, the following test will normally be applied:

The costs to be capitalised must exceed both:

d) 5% of available reserves; and

e) 0.25% of budgeted expenditure.

Note:

	
	£m

	Pension Fund Deficit
	

	Available Reserves
	3.367

	Budgeted Expenditure
	14.724


The Council meets the affordability test.

APPENDIX 5

SERVICE LEVEL AGREEMENTS

	Lease / Service Level Agreement
	Term
	Charge
	Notice Period

	Office Accommodation
	
	
	

	 Three Rivers House
	2 years
	£166,950 p.a.
	3 months

	 Oxhey Drive
	2  years
	£39,680 p.a.
	3 months

	Services
	
	
	

	 Information Technology
	2 years
	£274,960 p.a.
	3 months

	 Customer Services Centre
	2 years
	£387,610 p.a.
	3 months

	 Right to Buy Legal Services
	1 year
	£25,000 p.a. 

retainer plus disbursements
	6 months

	 Office Services
	
	
	

	     Post, Courier etc
	2 years
	£25,000 p.a. plus postage
	3 months

	     Photocopying / Printing
	2 years
	At cost
	3 months

	 Trees & Landscapes
	1 year
	Hourly rates
	

	 Grounds Maintenance
	To 39/06/09

With option
	Bill of quantities
	

	 Access for Gas Servicing
	2 years
	£6,590 p.a.
	3 months

	 Cash Collection
	2 years
	£111,360 p.a.
	3 months


Enter Risk number in matrix (left) against the highest impact classification for the risk and the appropriate likelihood classification taken from the table above.
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