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REPORT TO CABINET
22 September 2009

 

TITLE OF REPORT:
Housing Market Renewal – Variation to Funding Agreement  
REPORT OF:
Mike Barker, Strategic Director,

Legal & Corporate Services 




  

Purpose of the Report 

1. This report seeks approval to enter into an agreement with the Homes and Communities Agency (HCA), which will further vary the terms of an original funding agreement for the Bridging NewcastleGateshead Housing Market Renewal scheme, for the financial year 2009/10.  The HCA now exercise the functions undertaken by the Department of Communities and Local Government (CLG), the original grant funding Authority. 


Background 

2. HCA have produced an agreement varying the terms of the original CLG agreement with Gateshead and Newcastle councils dated 22 January 2004, for the financial year 2009/10. The variations include the requirement for £29.346m of the £31.956m Housing Market Renewal grant for 2009/10 to be used for capital purposes, leaving £2.610m available for revenue. Details of the other variations are set out in Appendix 2. 

3. Under the scheme match-funding requirements the Council must warrant that it has readily available, at the time of signing the variation agreement, an amount of match-funding to commit towards the Scheme.  The sum required for 2009/10 is £1,342,349.
4. The Council is required to use 'reasonable endeavours' to raise additional match funding from other public sources.  This is anticipated to be  £16,297,027 for 2009/10, mainly to reflect work being carried out by The Gateshead Housing Company in the Pathfinder area.

5. Grant is payable on condition Programme Targets are achieved and the Council uses reasonable endeavours to achieve Scheme Targets through the use of match-funding. The proposed targets for the period 2009/10 are attached at Appendix 3.  
Proposal 

6. In order to continue with the implementation of the Housing Market Renewal programme for 2009/10, it is proposed that the Council enters into the variation agreement. 
The variation agreement makes it clear that the achievement of output and match-funding targets is key to the continued availability of funding. It is proposed that the Group Director, Development & Enterprise be given authority to agree with HCA adjustments to the BNG programme, in order to ensure that the programme for 2009/10 comprises the optimum mix of activity that will support the achievement of these targets. Any such adjustments will be subject to consultation with the Strategic Director, Finance & ICT and Cabinet Member for Housing and approval by the BNG Board.  
Recommendations

7.
It is recommended that Cabinet:

i. Notes the further variations to the HMR Funding Agreement proposed by HCA.

ii. Authorises the Strategic Director, Legal & Corporate Services, to execute the variation agreement on behalf of the Council.

iii. Authorises the Group Director, Development and Enterprise to implement the HMR programme through the BNG Board and make any adjustments necessary to the BNG Programme for 2007/08 to ensure the Council meets its obligations under the HMR Funding Agreement, following consultation with the Strategic Director, Finance & ICT and Cabinet Member for Housing. 


For the following reasons:

To secure funding from HCA for the implementation of the Bridging NewcastleGateshead HMR programme for 2009/10.  

CONTACT:   Mike Barker, extension 2100  
PLAN REF:  680

APPENDIX 1


Policy Context 

1. The Bridging NewcastleGateshead HMR programme is consistent with the Community Strategy and the Council’s Vision 2030 document and, in particular, the Council’s policy statement on Housing: “the Council wants to ensure that local people live in good quality affordable homes, which meet their changing needs and are located within pleasant, safe and sustainable local communities”.   However, in terms of the use of Council resources, as release of funding from HCA is conditional on achievement of programme targets, there is a risk that funding will be withheld even when the Council has incurred considerable expenditure in reliance on it being available. These implications of such risk are considered in more detail below.

Background

2. In January 2004 Newcastle and Gateshead Councils signed a funding agreement with ODPM for the Bridging NewcastleGateshead HMR scheme. The agreement provided for funding for the scheme through to March 2006, with funding for future years being dependant upon the further supplementary written agreement of ODPM.

3. In March 2006, ODPM forwarded to all nine Pathfinders its proposed draft variation agreement on which funding for 2006/08 would be conditional. The draft contained a number of more onerous terms for the participating authorities, which were reported to Cabinet on 20 June 2006. 

4. Negotiations with the DCLG subsequent to the 20 June 2006 report continued, during which a new requirement limiting the proportion of funding which may be applied for “revenue purposes” was imposed. This limit effectively meant the programme for 2006/08 as set out in the Scheme Update approved by Cabinet on 25 April 2006, and by DCLG, could not be delivered as originally proposed. The details of this and implications for the Council were reported to Cabinet on 28 November 2007.  

5. The variation agreement for the period 2009/10 has now been received. 

The variation agreement makes it clear that performance is key to the availability of funding and the Council therefore needs to ensure that a robust focus on delivery is maintained. In order to achieve the targets within the agreement, the programme is subject to constant review throughout the year. It will be necessary for Cabinet to authorise the Group Director, Development & Enterprise to progress the necessary adjustments following review to enable the optimal mix of activity to be continued and reduce the risk of loss of funding.   


Consultation

6. The Cabinet Member for Housing, who is also the Council’s elected member representative on the BNG Board, has been consulted on the further changes to the draft variation agreement. 

Alternative Options

7. The alternative option to the proposal would be to refuse to sign the variation agreement. However, as this would have the effect of abandoning the Gateshead BNG programme (as no further funding would be released by HCA), it is not regarded as a viable option.

  

Implications of Recommended Option

9.
Financial Implications – The Strategic Director, Finance & ICT, confirms that in order to proceed with the programme it will be necessary to enter into the proposed agreements to access funding. However, it is recognised that this increases the financial risk to the Council, which will need to be monitored.

10.
Risk Management Implications – As previously identified to Cabinet, a programme of the scale and complexity of Housing Market Renewal presents a number of significant risks to the Council. The principal risk under the variation agreement is that HCA exercises its right to withhold, reduce or recover grant, should the programme targets not be achieved. To manage this risk (and others) a performance management framework has been developed, in which project risks are assessed through a robust project appraisal process and monitored regularly by both internal and external assurance teams. However, there remains a risk that the Council will not succeed in performing its obligations under the funding agreement, as varied, and in such circumstances it will be reliant on HCA not to enforce its rights thereunder. In such circumstances, it is hoped that HCA would agree to a variation in the targets where the participating authorities are able to demonstrate that failure to achieve them was due to unforeseen factors.

11.
Human Resources Implications   – None arising directly from the Proposal.
12.
Equality and Diversity Implications – None arising directly from the Proposal. 
13.
Crime and Disorder Implications - None arising directly from the Proposal. 
14.
Sustainability Implications - None arising directly from the Proposal.

15.
Human Rights Implications - None arising directly from the Proposal. 
16.
Area and Ward Implications - The programme affects Bridges, Felling, Lobley Hill & Bensham, Saltwell, Dunston & Teams in the Central, East and Inner West Neighbourhood Management areas. 
Background Information

Funding Agreement dated 24 January 2004 between the First Secretary of State, Gateshead Council and Newcastle City Council, as varied by agreement dated 17 January 2007. 

Cabinet Reports 25 April 2006, 20 June 2006 and 28 November 2006.

APPENDIX 2

Variations to the 2004 Funding Agreement

1. Grant is payable on condition the Programme Targets are achieved. This enables HCA to withhold or withdraw grant should the Targets not be achieved, or even if satisfactory progress is not being made. The Participating Authorities are also obliged to use their “reasonable endeavours” to ensure the Pathfinder achieves the Scheme Targets through the use of match-funding. The Programme and Scheme Targets are set out in Appendix 3 to this report.

2. Participating Authorities must warrant that they have readily available, at the time of signing the variation agreement, an amount of match-funding to commit towards the Scheme in 2009/10. The amount of match-funding identified for the Scheme in 2009/10 is £1,342,349 from Gateshead Council. If, for any reason, match-funding identified in the variation agreement should not be available or might not become available (respectively), the Council must notify HCA and may not make any further claims under the agreement until the lack of match-funding has been resolved “to the satisfaction” of HCA.

3. The Participating Authorities must also use their “reasonable endeavours” to raise additional match-funding from other public sources, and identify in the variation agreement the amounts they anticipate are “likely to be raised”, on the basis of their discussions with potential funders up to when the variation agreement is signed. The amounts currently identified for inclusion by Gateshead for 2009/10 are as follows:

Private Sector - £1,275,000

SHIP - £717,027

Housing Company -  £12,100,000HCA - £816,000

Council (Empty Property Initiative) - £185,000

Housing Growth Fund - £1,204,000


APPENDIX 3

Programme Targets

	Measure 
	Year ending 31 March 2010

	A) Homes constructed or converted:
	24

	of which private housing
	16

	of which social housing
	8

	B) Homes refurbished, repaired or otherwise improved:
	850

	of which private housing
	850

	of which social housing
	0

	C) Properties acquired for pathfinder purposes:
	110

	of which private housing
	110

	of which social housing
	0

	of which commercial properties
	0

	of which hectares of land
	0.85

	D.) Properties  and homes demolished:
	190

	of which private housing
	60

	of which social housing
	130


Scheme Targets

	Measure 
	Year ending 31 March 2010

	A) Homes constructed or converted:
	24

	of which private housing
	16

	of which social housing
	8

	B) Homes refurbished, repaired or otherwise improved:
	6533

	of which private housing
	850

	of which social housing
	5683*

	C) Properties acquired for pathfinder purposes:
	110

	of which private housing
	110

	of which social housing
	0

	of which commercial properties
	0

	of which hectares of land
	0.85

	D.) Properties  and homes demolished:
	190

	of which private housing
	60

	of which social housing
	130


*ALMO investment in decent homes etc.
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