EXECUTIVE COMMITTEE – 6 APRIL 2009

SUSTAINABLE ENVIRONMENT POLICY AND SCRUTINY COMMITTEE-

 17 MARCH 2009
PART   I – NOT   DELEGATED  
9b.
CONSIDERATION OF ‘PUMP-PRIMING’ MEASURES IN RELATION TO THE DELIVERY OF AFFORDABLE HOUSING IN THREE RIVERS

(DCES)
1.
Summary

1.1
The current downturn in the housing market and wider economy highlights the pressing need for the Council to explore all possible avenues to help ‘pump-prime’ development that can deliver affordable housing. This report explores ways of helping to deliver more affordable housing in the District, particularly in relation to the Council’s role. This ranges from the Council directly promoting land and buildings in its ownership for affordable housing to working with others as part of a partnership approach towards provision. It also looks at the Council’s role as a ‘facilitator’ for development in the widest sense. The report is essentially a scoping report that identifies ideas for further exploration. The Committee is asked to consider these. 
1.2
This report also stems from a referral from the Executive Committee (21.7.08) in relation to the exploration of pump-priming options following Housing Stock Transfer. 

2.
Details

2.1
It is widely acknowledged that the role of local authorities is central in managing and delivering housing solutions. There are several ways in which authorities can influence and stimulate local housing activity: 

Planning Policy
2.2
The Executive Committee (26.01.09) agreed the wording for Policy CP4 of the LDF Core Strategy in relation to affordable housing. The policy, along with the rest of the Core Strategy ‘Preferred Options’ document, is currently the subject of public consultation until the end of March 2009. Through the policy the Council sets out to achieve an overall target of 45% affordable housing as part of all new housing development. Whilst this target may prove to be challenging in current economic conditions, the LDF Core Strategy addresses longer term requirements to 2021 and beyond. This is in response to exceptionally high levels of need in the area as established by the Strategic Housing Market Assessment. Government guidance advises that targets should be ambitious yet realistic. 
2.3 The policy also allows the option of financial contributions (also known as ‘commuted sums’) to be sought on small sites delivering between one and nine dwellings. This approach recognises that it may not be feasible or appropriate to require affordable housing on some small sites and that ‘off-site’ provision may be better. The financial contributions from development would be pooled to assist in helping to ‘pump-prime’ suitable housing schemes across the area through partnerships between the Council, developers and Registered Social Landlords (RSLs).  More work will need to undertaken in both devising an appropriate formula/tariff for collecting the commuted sum and on the wider strategy to make best use of monies collected. This will also be addressed as part of a future Supplementary Planning Document. 
2.4 On the basis of the policy, it is estimated that around 875 affordable dwellings could be delivered in the District between now and 2021. There are a number of sites identified in the Core Strategy for future housing provision where the Council has a land ownership interest. These are listed in Appendix 2. If all of these were to come forward, on the basis of the 45% target, approximately 100 units could be delivered. This represents about 11% of the total anticipated supply of affordable housing in the District up to 2021. The Council may consider applying a higher affordable housing target on these sites, as landowner, to increase delivery. It may also consider a lower (or nil) capital receipt on suitable sites in return for the provision of affordable housing units as part of the pump-priming process.  
Recommendation
That further work be undertaken on sites identified in the Core Strategy Preferred Options where the Council has a land interest together with any other sites that may emerge from the Council’s Land and Asset Register, to identify what can be achieved and maximised in terms of affordable housing provision, in the next few years. This will include working with RSLs in the area to bring sites forward for development. 
That further work is undertaken in relation to commuted sums from development in terms of how the sums are collected (formula approach) and how they will link into a wider housing strategy. 

Development Control 

2.5              Local authorities are being contacted increasingly by private developers who are keen to re-negotiate the affordable housing element previously agreed as part of a planning permission for development. Some authorities are prepared to consider reviewing requirements in the light of current economic circumstances, but only where the developer can prove that it cannot deliver housing through a financial viability statement. In some cases the re-phasing of a scheme is requested to enable the affordable housing element to come forward ahead of the market element (and vice versa).  In other cases requests are made to change the way in which provision is made, for example from on-site provision to off- site and in relation to the mix of social rented and intermediate housing. Within Three Rivers such discussions are still quite rare but they may increase in frequency if the market remains subdued for a long period. 

Recommendation
That the Council considers requests from developers to review schemes in light of economic viability but only changes the requirements for previously agreed affordable housing in very exceptional circumstances. Social rented housing should continue to be the priority form of tenure for affordable housing. 
2.6 Similarly in the case of applications for new development, developers may increasingly claim that the required levels of infrastructure including contributions towards highways improvements, public transport, open space, school places and such like, as well as affordable housing, will make a scheme financially unviable. Whilst it will continue to be critical for housing development to be supported by appropriate infrastructure, it is likely that Section 106 agreements in future will need to be much more focussed on the key priorities. This may mean that other ‘planning gain’ requirements are not pursued. There are also concerns amongst housing lobbyists that the introduction of the Community Infrastructure Levy (CIL) in Autumn 2009 may divert funds away from affordable housing to pay for it. The emerging LDF Core Strategy sets out the preferred policy approach in advance of the CIL being introduced. Essentially this is that each case will be considered on its merits taking into account standard charges where appropriate. 
Recommendation
That development scheme requirements for supporting infrastructure continue to be treated on their merits in advance of the introduction of the CIL but that the requirement for affordable housing provision be generally prioritised over and above other ‘planning gain’ and infrastructure provision in line with council and community priorities. 
2.7
It is likely that house builders in the area are either delaying the implementation of planning permission for housing development or holding back land (known as ‘land banking’) until the market improves. Such practices not only delay the coming forward of affordable housing but the supply of general market housing in the area. This will impact on the ability of local authorities to meet their regional housing allocations. In the case of Three Rivers this equates to 200 dwellings per year. 

Recommendation 

That the Council takes a pro-active approach to identify prospective developers in the area (on sites with existing unimplemented planning permission and/or on allocated sites in the Core Strategy) to discuss ways to help bring sites forward for early development. This could involve helping to foster partnerships between developers, RSLs and other providers in the area to bring sites forward for affordable housing, with the aid of subsidy where appropriate.
The role of the Council as Housing Enabler
2.8
Local authorities have traditionally managed part of the affordable housing stock.  Despite the Council transferring its housing stock to Thrive Homes in March 2008 it still retains important strategic housing and enabling functions.  It also works in partnership with RSLs and Watford Borough Council through the HARI Partnership. Officers have recently held individual discussions with six RSLs actively developing in the HARI area to ascertain how they are performing within the current market conditions. This included identifying any obstacles that exist in relation to delivery, including grant levels, land availability and general economic viability of schemes. The key findings are:
· RSLs are now taking a more cautious approach to their development activity and becoming more risk adverse in relation to shared ownership and general affordable schemes
· RSLs are bidding for fewer S.106 sites because of reduced availability of sites. Some developers are starting to bring forward/increase affordable housing contributions in order to secure receipts
· The surge of ‘off the shelf units’ offered by developers last summer has now slowed. RSLs are more cautious about acquiring such units and more selective about meeting relevant criteria in relation to space standards and quality of design
· RSLs were generally upbeat but felt there is likely to be slippage in achieving 2008/9 original social housing delivery targets for affordable housing
· Current market conditions are beginning to affect delivery although it is not entirely clear whether this is as a result of developers ‘mothballing’ existing sites or landowners sitting on land in expectation of better prices later on. More innovative and flexible ways are needed to fund schemes
· RSLs felt it would be some time (up to five years) before the housing market fully recovers. Re-animation of mortgages and inter bank lending were seen as important factors for recovery
· More funding from the Homes and Community Agency (formally Housing Corporation) would be needed. Without this, the more onerous affordable housing planning policies identified in this report, could impact on scheme viability particularly in the short term.

2.9
Suggestions were put forward by the RSLs on how the Council could work with others to bring forward social housing development in future years. This included that the Council should:

· Compromise on policy issues
· Delay S.106 financial contributions
· Use Compulsory Purchase Powers (CPOs) to secure developable land 
· Bring affordable housing forwards in build programmes
· Release TRDC and other public land 
· Support more reasonable grant rates for HCA bids 
· Be engaged in joint working with RSLs to spread risk and reduce costs.

Recommendation
That the views of RSLs operating in the area are noted and their suggestions for helping to bring forward affordable housing through joint working are further investigated. 

Thrive Homes
2.10
Thrive Homes are currently producing an asset management strategy which may produce opportunity for joint working between RSLs on affordable housing development. This is likely to involve redevelopment of some of its stock in South Oxhey which may affect landholdings and other commercial assets owned by the Council.
2.11
A recent audit by the Council of the garages left over from the sale of housing stock found that the remaining sites were not suitable for development due to planning and physical constraints.
Recommendation
That the Council continues to liaise closely with Thrive Homes to ensure that any redevelopment opportunities maximise the quantity and quality of affordable housing stock in the area. 


Powers of Intervention 
2.12
The Council has a number of statutory powers to make best use of housing within the District. These powers include:
· Compulsory Purchase Orders (CPOs):  Under various housing, planning or local government legislation, CPOs can be used for clearance of unfit housing, bringing empty properties back into use and for development or regeneration.  Council approval is required before starting process of Compulsory Purchase. Once the Council has decided to exercise a CPO power it submits the CPO to the Government for assessment or decision. If a statutory objection is made to the proposed CPO it may be necessary to hold a public local inquiry. At end of process Council have to purchase the property and either sell on at auction or rent it out as a landlord
· Empty Dwelling Management Orders (EDMOs):  Under the Housing Act 2004 the Council has powers to acquire and repair for up to seven years empty properties within the District. This power can be appropriately used to bring derelict properties that are detrimental to the amenity back into use. EDMO applications are considered by the Residential Property Tribunal. If a property is detrimental to the amenity this should outweigh the owners’ right to leave the property empty. 
2.13
The Council is in the process of inspecting all known empty properties in the district based on Council tax records. About two thirds of these have been inspected, although none so far have been found to be in a derelict condition.

Recommendation
That officers continue the process of reviewing empty homes with the view of bringing any property which  meet the criteria of being neglected or derelict back into use using EDMO or CPO powers.
Financial tools and vehicles

· Creating Community Land Trusts
A Community Land Trust is a mechanism that holds land and buildings in trust for the long term benefit of the community concerned. It complements the local housing built by housing associations, provides more affordable housing and motivates communities to become involved in determining their future development.  They have a greater emphasis on using sustainable methods and materials and can be eligible for offers of land and grants that are not open to the public sector or RSLs. It builds with the support of the community. 
Recommendation
That the Council look at Community Land Trusts as an option, taking into account the availability of any suitable land in its control or ownership. 

· Creating Local Housing Companies

Local housing companies put local councils back at the heart of house building and help house builders share the risks involved in development.  A local housing company is a joint venture between the local authority and private developer.  The authority will ”invest” land in the new company and the private developers and any other investors provide house building expertise and funding that matches the value of the land.  The LHC is jointly owned and both parties share the risks and benefits of the development process. It helps to  increase supply of land for development, aids building a range of new homes in sustainable communities and retains shared ownership of their land.

Recommendation 
That the Council investigates the feasibility, implications and benefits of setting up an LHC in association with private developers. 
That the Council also investigates this concept in relation to RSLs, whereby the Council teams up with the development wing of an RSL to provide a mixed development, the ‘private’ part of which pays for the affordable housing and gives a return on capital. This could involve recycling the Council’s capital receipt for pump-priming and using profits to pump-prime the next scheme. 
· Prudential Borrowing 

Prudential borrowing helps councils to determine their own programmes for capital investment in fixed assets that are central to the delivery of quality public services.  Regeneration projects have been assisted by prudential borrowing together with improvements to, and construction of, residential care homes and schools.  This is seen to have benefits as they are seen as “invest to save” projects. It would mean that the expenditure of the project is matched with the life of the asset, therefore spreading the cost of the project over the longer term. However where councils already have access to capital receipts, this type of borrowing may not be appropriate. 
Recommendation
That the Council does not investigate the use of prudential borrowing on regeneration projects as this would conflict with its Treasury Management Strategy. 
· Working with private landlords to develop more attractive tenancies

The Council is currently working with private landlords in Three Rivers and Watford that provide tenancies on a yearly basis.  This scheme involves closer interaction between the landlord and tenant so that both parties are able to achieve their objectives in terms of the suitability of tenants and accommodation. Closer working can help to ensure that short term private sector tenancies can become longer term through careful selection of the tenant and ensuring rents are paid to landlords, especially under the new scheme of Local Housing Allowance. It could also involve using the rent deposit guarantee scheme whereby homeless clients are housed on a more long term basis.  This could be considered as a Private Tenancies scheme.  
Recommendation
That the Council continues to promote longer term fixed assured short hold tenancies of 12 – 24 months with private landlords through the Landlords Forum and through wider measures such as through Three Rivers Times and on the internet.
· Part use of capital receipts from the sale of council housing to Thrive Homes
In addition to the transfer of council or public land the council could provide capital funding towards the development of ‘rent to buy’ schemes.  These schemes typically require higher levels of grant funding.  Homes are let on an intermediate rent to tenants who will usually have an option to buy their home using the rent paid as a deposit.  The Council would receive its grant contribution back on a ‘trickle’ basis when each property is sold usually within 5 years.

Recommendation
That officers in partnership with HARI partner RSLs work up a model scheme for further consideration.


The role of the Local Strategic Partnership 
2.14
Increasing the provision of affordable housing remains a high priority for the Local Strategic Partnership (LSP). This is reflected in the Community Strategy for Three Rivers (2006-2012) and Hertfordshire 2021- A Brighter Future. In addition the LSP priorities of Crime, Anti-Social Behaviour and Fear of Crime, Reducing Equalities (including access to services, health, income and employment) and Improving the Environment all have links to the provision of affordable housing. 

Recommendation

That the Three Rivers Housing Strategy and Action Plan is the focus of the LSP’s work on affordable housing, alongside the emerging Local Development Framework.  

3.
Options/Reasons for Recommendation

3.1
The Council has an important role as enabler and facilitator in the provision of affordable housing as highlighted in this report. The Committee is recommended to note this report and agree to further work being carried out as set out in the recommendations within the main body of this report. 
4.
Policy/Budget Implications
4.1
  The recommendations in this report reflect Council policy as stated in the Strategic Plan to provide more affordable housing. 
5.
Financial Implications
5.1
The financial implications of the recommendations in this report are not known and will involve external partners. A further report will be taken to committee once more work has been undertaken. 
6.
Legal Implications
6.1
The Council has certain legal obligations in relation to its planning and housing enabling role.  This report focuses on areas of its role that are more discretionary and suggests ways to develop these. 
7.
Equal Opportunities Implications

7.1
Relevance Test
	Has a relevance test been completed for Equality Impact?
	Yes

	Did the relevance test conclude a full impact assessment was required?
	No


7.2
Impact Assessment
  

What actions were identified to address any detrimental impact or unmet need? None required.
8.
Staffing Implications
8.1
The staffing implications of the recommendations of this report are not yet fully known and will involve external partners. A further report will be taken to committee once more work has been undertaken. 
9.
Environmental Implications
9.1
None specific.
10.
Community Safety Implications
10.1
None specific.
11.
Customer Services Centre Implications
11.1
None specific.
12.
Website Implications
12.1
None specific.
13.
Risk Management and Health and Safety Implications

13.1
The Council has agreed its risk management strategy which can be found on the website at http://www.threerivers.gov.uk. In addition, the risks of the proposals in the report have also been assessed against the Council’s duties under Health and Safety legislation relating to employees, visitors and persons affected by our operations.  The risk management implications of this report are detailed below.
13.2
There risk management implications of this report are covered by a number of service plans within the Council including the Development Plans and Housing Strategy Service Plans. Any risks resulting from this report will be included in the risk register and, if necessary, managed within this plan.

13.3
The following table gives the risks if the recommendation(s) are agreed, together with a scored assessment of their impact and likelihood: 

	Description of Risk
	Impact
	Likelihood

	1
	Proposals identified to help ‘pump-prime’ affordable housing process are ineffective in the current economic conditions. 
	III
	D


13.4
The following table gives the risks that would exist if the recommendation is rejected, together with a scored assessment of their impact and likelihood:

	Description of Risk
	Impact
	Likelihood

	2
	Any delay in the provision of affordable housing will impact on the Council’s priority to deliver affordable housing to meet local needs. 
	III
	B

	3
	Any delay in the provision of affordable housing will impact on the delivery of housing in general in relation to regional targets and future Housing and Planning Delivery Grant. 
	III
	B


13.5
Of the risks above the following are already included in service plans:

	Description of Risk
	Service Plan

	2&3
	Delivery of affordable housing through the LDF.
	Development Plans 


13.6
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.
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13.7
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.

14.  
Recommendation
14.1
The Sustainable Environment Policy and Scrutiny Committee recommend to the Executive Committee:

a) To approve the recommendations as set out in the main body of the main report.
b) To agree to a further report coming to SEPSC once further investigations into ‘pump-priming’ affordable housing provision has been undertaken. 


Report prepared by:
Renato Messere, Development Plans Manager.
                                                       Nyack Semelo Shaw, Head of Housing.   
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Appendix 1
Form A – Relevance Test - 

	Function/Service Being Assessed:


1. Populations served/affected:

√ Universal (service covering all residents)? Yes but particularly those on low incomes. 
Targeted (service aimed at a section of the community –please indicate which) ?

2. Is it relevant to the general duty? (see Q and A for definition of ‘general duty’)

Which of these three aspects does the function relate to (if any)?:

√ 1 – Eliminating Discrimination  

√ 2 – Promoting Equality of Opportunity

√ 3 – Promoting good relations   

Is there any evidence or reason to believe that some groups could be differently affected?


No. 
Which equality categories are affected?


All. 

3. What is the degree of relevance?

In your view, is the information you have on each category adequate to make a decision about relevance?

Yes.
Are there any triggers for this review (for example is there any public concern that functions/services are being operated in a discriminatory manner?) If yes please indicate which:

√ No Not at present

4. Conclusion 

On the basis of the relevance test would you say that there is evidence that a medium or high detrimental impact is likely? (See below for definition)



No.
Note: if a medium or high detrimental impact has been identified then a full impact assessment must be undertaken using Form B.

Completed forms should attached as an appendix to the relevant report and a copy sent to the Community Partnerships Unit in Corporate Development, Strategic Services.

Definition of Low, Medium or High detrimental impact.
For any one (or more) equality group the following evidence is found:

	
	Evidence may come from one or more of the following sources:

· Local service data
· Data from a similar authority (including their EIA)

· Customer feedback

· Stakeholder feedback

· National or regional research

	High Relevance
	There evidence shows a clear disparity between different sections of the community in one or more of:

· levels of service access;

· quality of service received; or

· outcomes of service.

	Medium Relevance
	The evidence is unclear (or there is no evidence) if there is any disparity in terms of:

· levels of service access;

· quality of service received; or

· outcomes of service.

	Low Relevance
	The evidence shows clearly there is no disparity in terms of:

· levels of service access;

· quality of service received; or

· outcomes of service. 


\\Trdclgfs01\Group Share\Committee & DMU\psc_sustainable environment\SE 2009\2009 03 17 agenda finals\09 03 17 SE i - (06) Pump-priming.doc

