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REPORT TO CABINET


 19 May 2009

TITLE OF REPORT:
Charitable Subsidiary of The Gateshead Housing Company  
REPORT OF:
Margaret Whellans, Group Director Community Based Services 


Mike Barker, Group Director Legal and Corporate Services


 Purpose of the Report 

1. Cabinet is asked to agree to the draft constitution of The Gateshead Housing Company’s (TGHC) charitable subsidiary and a Developer Framework Agreement to progress plans to build new homes across the borough.    



 Background 

2. On 2 December 2008 Cabinet agreed that the Council, through TGHC, progress proposals for building new energy efficient homes in Kibblesworth.  

3. It was agreed in the report that TGHC establish a charitable subsidiary limited by guarantee in order to limit tax liability, ensure that resources are maximised to build new affordable homes and to reduce pressures on the emerging business plan and avoid homes being sold under the Right to Buy.

4. Following this report officers of the Council and TGHC, with the aid of independent legal advice, have been developing the proposed memorandum and articles of association for the charity.  A report on the establishment of the charitable subsidiary and draft memorandum and articles of association are attached (see appendices 2 and 3).

5. The Council would nominate two representatives to act as trustees on the board of the charity.  One nominee has to be a Councillor who is also a current ALMO Board Member and the other can be either a Councillor or Council Officer.

6. In the event of the Charity's dissolution any assets remaining in the Charity after all debts have been paid could be transferred to another charity which is established with purposes similar to the Charity's purposes and which operates in Gateshead (but not necessarily exclusively in Gateshead). Alternatively, such remaining assets may be applied directly towards the charitable purposes or as may be directed by the Charity Commission.

7. It was also agreed on 2 December 2008 that TGHC commence with the procurement of a development partner to build the new homes.

8. The Council and TGHC have therefore worked with Newcastle City Council (NCC) and Your Homes Newcastle (YHN) to explore the opportunity to make use of the framework they have developed.  As this framework is already in place this would accelerate the timescale for building the first new home through TGHC. 

9. The framework agreement would see the Council enter into a construction contract and a land sale agreement with the preferred development partner.  The land set aside for affordable housing will be transferred to TGHC's charitable subsidiary and developed in accordance with the construction contract.  The private housing land would be transferred directly to the preferred developer, with the purchase price deferred and set off against the cost of constructing the affordable homes.  If the value of the private housing land exceeds the cost of the construction works, then the Council will be paid the difference (see appendix 4 for detail).  

  

 Proposal 

10. It is proposed that TGHC establish a charitable subsidiary limited by guarantee and use NCC and YHN developer framework agreement to progress plans to build new homes across the borough.    

 Recommendations

11. It is recommended that Cabinet agree:  
(i) The attached memorandum and articles of association of the Charity;

(ii)
 To nominate two Council representatives to act as charity trustees;  

(iii)
 To use the developer framework agreement established by NCC and YHN.


for the following reason(s)


(i)
 To progress plans to build new homes across the borough; 


(ii)
 To meet the needs and aspirations of current, and future, residents.

CONTACT:    Michael Brown  2621 
PLAN REF:  3359











APPENDIX 1


Policy Context 

1.   The Proposals are consistent with Vision 2030, the Sustainable Community Strategy for Gateshead and in particular support the ‘Sustainable Gateshead’ Big Idea.  The proposals also support the achievement of the Council’s Corporate Plan, Corporate Priority 6, Ensuring a Sustainable Gateshead.    It is also consistent with the Council’s Housing Strategy 2007-2012 and TGHC Business Plan 2008-2013.


Background

2. On 2 December 2008 Cabinet agreed that the Council, through TGHC, progress proposals for building new energy efficient homes in Kibblesworth.  

3. It was agreed in the report that TGHC establish a charitable subsidiary limited by guarantee in order to limit tax liability, ensure that resources are maximised to build new affordable homes and to reduce pressures on the emerging business plan and avoid homes being sold under the Right to Buy.

4. Following this report officers of the Council and TGHC, with the aid of independent legal advice, have been developing the proposed memorandum and articles of association for the charity.  A report on the establishment of the charitable subsidiary and draft memorandum and articles of association are attached (see appendices 2 and 3).

5. The Council would nominate two representatives to act as trustees on the board of the charity.  One nominee has to be a Councillor who is also a current ALMO Board Member and the other can be either a Councillor or Council Officer.
6. In the event of the Charity's dissolution any assets remaining in the Charity after all debts have been paid could be transferred to another charity which is established with purposes similar to the Charity's purposes and which operates in Gateshead (but not necessarily exclusively in Gateshead). Alternatively, such remaining assets may be applied directly towards the charitable purposes or as may be directed by the Charity Commission.
7. It was also agreed that TGHC commence with the procurement of a development partner to build the new homes.

8. The Council and TGHC have therefore worked with Newcastle City Council (NCC) and Your Homes Newcastle (YHN) to explore the opportunity to make use of the framework they have developed.  As this framework is already in place this would accelerate the timescale for building the first new home through TGHC. 

9. The framework agreement would see the Council enter into a construction contract and a land sale agreement with the preferred development partner.  The land set aside for affordable housing will be transferred to TGHC's charitable subsidiary and developed in accordance with the construction contract.  The private housing land would be transferred directly to the preferred developer, with the purchase price deferred and set off against the cost of constructing the affordable homes.  If the value of the private housing land exceeds the cost of the construction works, then the Council will be paid the difference (see appendix 4 for detail).

Consultation

10. The Cabinet Member for Economy, Housing, and Transport has been consulted on these proposals.   

Alternative Options

11. If government tax rules were changed to enable TGHC to develop directly without paying stamp duty land tax then this would be explored.  This would also avoid homes being eligible for sale under the Right to Buy.  However, as it stands setting up a charitable subsidiary represents the most cost efficient way to develop new affordable homes.

The alternative to following the NCC and YHN developer framework agreement would be procuring our own developer partner(s) this would be both costly and time consuming as it would have to carried out in accordance with Official Journal of the European Union (OJEU) procurement rules.

  

Implications of Recommended Option 

12.
Financial Implications – It is a requirement that the charitable subsidiary will need 
to show a balance of £5,000 in order to register with the Charities Commission, 
which will be met from TGHC’s reserve balances.

The framework agreement will require the Council to enter into a land sale and construction contract with a preferred developer.  The Strategic Director, Finance and ICT confirms that specific financial implications of this will be assessed on a site-by-site basis and will require separate consideration at that point in time.
13.
Risk Management Implication - A comprehensive risk management strategy will 
be developed to support the new build business plan and ensure that development 
risks are mitigated.
14. Human Resources Implications   - There are no human resource implications arising from this report. 
15. Equality and Diversity Implications - There are no equality and diversity implications arising from this report.
16. Crime and Disorder Implications – There are no crime and disorder implications arising from this report.
17. Health Implications - There are no health implications arising from this report.
18. Sustainability Implications - There are no sustainability implications arising from this report. 
19. Human Rights Implications - There are no human rights implications arising from this report.
20. Area and Ward Implications - There are no area and ward implications arising from this report.
Background Information


Sustainable Communities (Place) Overview and Scrutiny Committee - Opportunity 
for Social Housing Provision (Final Report) - 28 April 2008

Report to Cabinet - Building New Affordable Housing – 2 December 2008
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