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CABINET       22 FEBRUARY 2011

TELFORD ASSET PROJECT
REPORT OF THE HEAD PROPERTY & ICT



1. SUMMARY OF MAIN PROPOSALS
1.1 
To provide Cabinet with an update relating to negotiations with the Homes & Communities Agency (HCA) regarding the potential investment of HCA assets into Telford. 
	2.
RECOMMENDATIONS 
2.1      That Cabinet approve the ongoing development of the project to support HCA assets forming part of future investment in Telford as detailed in section 4 of the report. 

2.2       That Cabinet approve the establishment of a project team in accordance with paragraph 4.8 and 4.9 and give delegated authority to the Head of Property & ICT to negotiate and finalise Heads of Terms with a further report to Cabinet prior to entering into any agreement.


3.
SUMMARY IMPACT ASSSESSMENT
	COMMUNITY IMPACT
	Do these proposals contribute to specific Priority Plan objective(s)?

	
	Yes
	Housing, Regeneration and Prosperity priority plan

	
	Will the proposals impact on specific groups of people?

	
	Yes
	The proposals will have an impact across the borough in relation to housing needs.  Proposals also have the potential to increase job opportunities by facilitating inward investment and supporting the Borough’s regeneration priorities.

	TARGET COMPLETION/ DELIVERY DATE
	Subject to CLG/Treasury approval formal establishment of Contractual Asset Partnership’ is anticipated during Autumn 2011

	FINANCIAL/VALUE FOR MONEY IMPACT
	This report seeks approval to the establishment of a Project team, comprising of appropriate professional officers of the Council, to work with HCA counterparts to research and develop options for the transfer of HCA assets. This work will be contained within existing staff resources as far as practicable, although additional or specialist support may be required during the process, the costs of which will be funded from existing NGP funding. It is anticipated that additional professional support will be required to develop the ‘Green Book’ appraisal, with these costs to be shared and TWC contributions met from existing NGP funding.  The estimate of additional costs of this initial project work is circa £150k, depending upon the capacity of officers and, therefore, the reliance on external support. The potential financial implications of the proposed transfer of assets will be assessed by the Project Team and will include:

· Verification of the gross value of the HCA estate including clawback, covenants and subsoil.

· Identification of the liabilities (eg. Remediation costs) and duties (eg. ongoing maintenance commitments), associated with the assets to be transferred which will reduce the gross value in order to assess the value of the estate.

· Establishing the staffing requirements to discharge the ongoing HCA estate management and the development function post transfer of the assets and how these resources will be funded.  These functions cannot be discharged within existing staffing resources or budgets, and no budgetary provision exists for this new function.  There may be TUPE obligations, which will be fully investigated during the project appraisal process.
· Consider the cash flow implications to the Authority of bringing forward developments prior to the release of capital receipts and the added financial risk this brings.
· Supporting the development of a business case which will form the basis of the Treasury Green Book option appraisal.
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	LEGAL ISSUES
	Yes 
	The Council has the power to progress this project by 

virtue of section 2 Local Government Act 2000 (“the 

well-being powers”).  Significant legal support will be 

required in order to develop and deliver this project.  

The first legal challenge is to identify the most 

appropriate structure for the partnership with HCA to 

ensure the parties’ objectives are met.

	OTHER IMPACTS, RISKS & OPPORTUNITIES
	Yes
	

	IMPACT ON SPECIFIC WARDS
	No
	Proposals set out in this report have potential implications for all wards across the borough, although land assets will be located in specific areas.


4. INFORMATION
4.1
Initially designated as Dawley New Town in 1963 and subsequently expanded and re-designated as Telford in 1968 the development of the town was intended to both accommodate additional population from the West Midlands conurbation and regenerate the area of dereliction and decline that made up the East Shropshire Coalfield.  Achieving these objectives was based on consistently delivering substantial numbers of new homes together with new employment, economic development and essential infrastructure.  After 40 years Telford is a successful town, but it has not achieved the vision as set out at the inception of the New Town.  

4.2
The role of HCA has changed significantly in recent months.  It is clear that it will be a smaller and more strategic, enabling and investment agency.  As part of these changes Central Government has made it clear that HCA should no longer directly own/manage land as they have to date.  
4.3
In Telford, HCA have land holdings of 750 Ha covering prime residential and employment land and  have long controlled the pace and location of development. The changes to HCA being implemented over the next few months provide a one off opportunity for the Borough to gain control of these assets giving far greater freedom to plan and phase the development and drive the completion of a cohesive town with a robust community infrastructure envisaged in the original vision for the Town. In addition, over time, funds will be realised and can be re-invested locally 
fulfilling local priorities for regeneration and economic development and meeting community aspirations.   
4.4
In December 2010 the HCA Management Board approved the principle of some or all of the HCA’s assets in Telford being invested through a partnership agreement to support the delivery of the Borough’s Local Investment Plan (LIP).  The LIP was approved by Cabinet and HCA Management Board in January 2010 with a refresh due to be completed in Spring 2011.  
4.5
A series of objectives have been proposed to underpin the intentions and structure of the Partnership:
HCA’s Objectives:

· Giving the local authority and the community control over the use and development of public assets in the Borough

· Supporting and contributing to the delivery of housing in the area

· Allowing the HCA to disengage and concentrate on it strategic enabling and investment role

· Ensuring a comprehensive approach is adopted i.e. the identification of viable solutions/exit strategies for liabilities and avoidance of ‘trailing wires’.
    TWC’s Objectives:

· Complete the development of a cohesive town with a robust community infrastructure i.e. continuing with the original intention on the set up of the New Town to use the land assets to ensure that the necessary physical and social infrastructure, facilities, services and development are delivered. 
· Investing the revenue derived from local assets into the delivery of locally set priorities for meeting housing need and, delivering housing led regeneration including supporting the LIP priorities, Borough Towns Initiative, Telford Town Centre Regeneration, BSF etc

· Ensuring the Partnership is an efficient, effective and fit for purpose mechanism to deliver the potential within Telford

· Providing clarity in the market by removing covenants and clawback and being flexible to market needs locally, especially in the commercial development market

· Using all assets strategically to influence commercial and residential location within the Borough

4.6
Options for asset transfer & management - HCA support the local investment of their assets but

both CLG and Treasury will need to agree the approach.  A Green Book appraisal of a range of


options will therefore be necessary.  The brief for this and options to be appraised will be drafted 

jointly.   The options will need to consider:
· Do Nothing/Minimum – the assets remain with the HCA and are managed and disposed of by the 
HCA on a site by site basis.  HCA investment into the LIP would draw from the West Midlands Business Plan.
· A contractual partnership approach with delivery costs taken from an annount fed by the released value in the estate and partners share in the estate and risk and reward on a pro rata basis.

· The unfettered transfer of all the HCA’s assets, covenants and clawback in Telford to TWC  
4.7
Issues and Work Areas - To maximise the benefit to the Borough a range of issues are currently being addressed:
· Scope of HCA Assets – land ownership equates to c.750 Ha, value and implications of all ownership will be determined.  

· Scope of TWC Assets – It is considered in putting forward a proposal to CLG/Treasury the case would be strengthened by being able to demonstrate that there is co-investment of TWC assets into local priorities.  This would not require the transfer of our assets and would not impact on the planned use of capital receipts from TWC assets.

· HCA Liabilities – a number of HCA’s assets have a nil or negative value e.g. tip sites etc.  The cost of remediation/management needs to be agreed and netted off the asset receipt.  
· Covenants, Clawback and sub soil rights – these have always and continue to complicate the development/disposal process and a mechanism will be sought to remove or amend these.
· Scale and Phasing of Investment – There is currently planning consents for c.10,000 residential units across the Borough.  This includes c.5,000 related to the Strategic Housing Sites and c.450 that are on other HCA land.  The Business Plan will need to establish an agreed phasing programme for the release of land.  This must consider the delivery of sites to the market given the scale of existing consents and the need to de-risk sites.  It is anticipated that even with a more buoyant residential market it will be some years before many of these sites come to the market.  There is more scope in the short term in relation to employment sites and such a focus would also meet the Council’s desire to see growth in economic development.  Consideration would need to be given in phasing land release of the potential benefits of a small number of sites currently identified for employment being used for residential or mixed development.  This may deliver better place making outcomes and could deliver a significantly enhanced receipt, subject to planning.
4.8
If a local Partnership is established the full responsibility for the management, disposal and delivery of all assets and liabilities would be transferred to TWC.  This will have implications for re-structuring as efficient delivery will require availability of resources in a number of services including property, planning, geotechs, legal, finance, environmental services etc. both in the immediate and longer term.  The cash flow implications in the early years need to be resolved to cover all management costs associated with liabilities and potential remedial work as well as development costs and estate management costs until the first assets are realised.  
4.9
To date a small project team of Officers from Property and Housing Delivery have worked with HCA to develop the projects objectives, seek in principle agreement to the project being formally appraised by CLG, review valuations of assets and liabilities and the basis for a business plan for the Partnership.  In addition TWC Estates Team are already working with HCA to jointly manage the employment and residential assets.  This is both proof of HCA’s commitment to withdraw from the management of the local estate and is providing a pilot stage to test the resource implications of the Council’s future role.
4.10
There is a need now to move quickly as HCA’s re-structure is finalised and CLG/Treasury make decisions with regard to public land.  This will require formalisation of the project team and additional resources to be made available including finance, legal and technical support.  The immediate costs for 2011/12 covering the period up to signing the agreement with HCA are predominantly staff costs and developing the green book appraisal which is estimated at circa £150k.   
4.11
All values of assets, covenants, clawback, sub soil etc would be retained by the joint partnership and reinvested proportionately into local priorities for the Borough and agreed through the Housing & Regeneration Board.  This is subject to the green book appraisal identifying that the appropriate course of action is a partnership.  The LIP could be used as the basis for the delivery plan. 
4.12
The key stages up to the establishment of the Partnership include:

TWC/HCA approval to objectives, approach and governance

February 2011


Complete valuations and initial phasing plan




February 2011
Complete refresh of Local Investment Plan




April 2011
Commission Green Book Appraisal





April 2011
Green Book Appraisal Complete





June 2011
Approvals from TWC, HCA, CLG, Treasury  




October 2011
Establish Development Account & Partnership Agreement 


October 2011


Mobilisation








Nov/Dec 2011
Formal Establishment of Contractual Asset Partnership


January 2012
5.0 
PREVIOUS MINUTES

26 January 2010 – CB 140. 

Approval of the Local Investment Plan

6.0
BACKGROUND PAPERS
Local Investment Plan, 2010 – 2013.  (Telford & Wrekin Council and Homes & Communities Agency, 2010).

Report prepared by:  Katherine Kynaston and Alan Fox

