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REPORT TO CABINET


19 January 2010 

TITLE OF REPORT: 
Regional Financial Assistance Scheme for Private Sector 



Housing Renewal 
   
REPORT OF: 

Derek Quinn, Group Director Development & Enterprise

   

Purpose of the Report 

1. This report updates Cabinet on progress in the development of the Regional Financial Assistance Scheme, for private sector housing renewal. Regional working has been strongly supported by the Government through relevant advice and guidance, and this is reflected in Government Regional Housing Pot Grant allocations, and within the NE Regional Housing Strategy.

2. Approval is sought to:

· continue with the reinvestment of loan funds in the regional scheme. Reinvested funds would be used to provide further financial assistance to improve private sector housing, and; 

· to the setting up of mechanisms necessary for the delivery of the regional scheme.   



Background 

3. On 31 March 2009, Cabinet approved (minute ref C312) the revised Gateshead, Private Sector Housing Renewal Strategy, together with its associated Financial Assistance Policy. The Financial Assistance Policy sets out how the Council will administer its Financial Assistance scheme, which offers support, and a range of loans and repayable grants, to private home owners, to improve housing standards and support housing market renewal.

4. The revised Policy was drafted to fully align with the North East Regional Financial Assistance Policy that has recently been endorsed by the NE Housing Board Executive. The regional alignment of Local Authorities Financial Assistance Policies is a key step towards the development of a regional approach to the delivery and administration of loans for housing renewal work. It is hoped that development of a regional approach will lead, in time, to a more consistent allocation of limited money from funding streams, as well as significant economies of scale.
5. The development of a North East loan scheme continues to be facilitated by the North East Home Loans Partnership. The intention is that the NE Financial Assistance Policy will be adopted by all partner local authorities by the end of March 2010.  Work is progressing on the setting up of the new regional loan administration scheme, which is due to be in place by April 2010.
6. After seeking expressions of interest, the NE Home Loans Partnership appointed Sunderland City Council as lead Authority, to act on behalf of all partner Local Authorities in setting up and coordinating the regional scheme. 

7. As Lead Authority, Sunderland City has provided legal support to co-ordinate the production of a Memorandum of Understanding (MoU) to which all partner authorities have been asked to sign up. In signing up to the MoU, Gateshead Council has now committed to work within governance arrangements for the Regional Scheme, to work with a Regional loans administrator once appointed, and to provide financial assistance in accordance with the NE Financial Assistance Policy.

8. The Lead Authority has also, in consultation with the regional Local Authorities, prepared specification and tender documentation to procure the services of a Regional Loans Administrator. The contract will be awarded on the basis of a four year, framework agreement.

9. Gateshead Council currently employs the services of Guinness Northern Counties and Anchor Staying Put to administer loans offered under its Financial Assistance Policy. These existing contracts would be subject to review at or around the time that the Regional Loans Administrator should be in place, and a decision will have to be made as to when to enter into the Framework Agreement, and how the current loan portfolio will be managed.

Proposal 

10. Following the appointment of a Regional Loans Administrator, the intention is that Gateshead Council will enter into an Assignment Contract with the successful provider, for it to work with the Council to arrange and administer loans in accordance with Gateshead’s Financial Assistance Policy. It is not known at this stage whether the Regional Loans Administrator will be able to accept the assignment of the Council’s existing loan portfolio, or whether all existing loans will need to continue to be administered, in parallel, by Anchor Staying Put and Guinness Northern Counties. The technicalities behind this issue will continue to be explored with the NE Home Loans Partnership. 

11. Establishing a reasonably sized, regional loan fund at the outset, will play an important part in attracting suitable tenderers for the role of Loans Administrator. Commitment of all the partner Local Authorities to allocating funds to the regional scheme will therefore be important. Additionally, the subsequent and ongoing re-investing of loan repayments back into the loan scheme is also considered critical to the overall success of the Regional Scheme, and to maximising the loan funds potential. Commitment of the partner Local Authorities to the ring fencing of funds will be required.

12. The appointed Loans Administrator will be responsible for receiving funding allocations from each of the partner Local Authorities, handling payment of loans, and managing income from loan repayments. Although the Loans Administrator will be managing the partner Local Authorities loan funds centrally, each Local Authority’s funding allocations paid into the scheme, and any repayments received from loans made from their allocation, would be ring fenced for that Local Authority’s use.


Recommendations

13. It is recommended that Cabinet:  
(i) Note the signing of the Memorandum of Understanding by the Strategic Director, Legal and Corporate Services under the Council’s scheme of delegations.

(ii) Authorise the Strategic Director, Legal and Corporate Services to enter into an Assignment Contract with the successful administrator. 

(iii) Approve the re-investing of loan repayments, and interest accrued, back into the regional scheme continues, and the holding on trust of these funds by the Loan Administrator to be used for delivering the Loan Scheme in Gateshead, in accordance with the conditions of the Scheme, and subject to all appropriate monitoring of the status of the loan portfolio.
 


For the following reasons:


(i)
To confirm the delegated decision made


(ii)
To enable the Council to commit fully to the Regional Loan Scheme

(iii)
To assist in the development of a self-sustaining fund for the Financial Assistance Scheme.


 

CONTACT:    Deborah Cassidy, extension 3945  
PLAN REF:  3535











APPENDIX 1


Policy Context 

1.   The proposals, which will assist in the delivery of the Council’s Private Sector Housing Renewal Strategy 2009-2012 (the Strategy) support the vision for housing in Gateshead as set out in the Corporate Plan, and contribute to the aims of Vision 2030, particularly Sustainable Gateshead and Active and Healthy Gateshead
2. The Private Sector Housing Renewal Strategy is also aligned with the Council’s Community Strategy, Housing Strategy, Older Persons Strategy, Community Safety Strategy, Neighbourhood Renewal Strategy, Regeneration Strategy, Fuel Poverty Strategy, Local Agenda 21 Strategy, Supporting People Strategy.

Background

3. The Regulatory Reform (Housing Assistance)(England And Wales) Order 2002 (the RRO), confers on Local Authorities the power to improve living conditions in their area. Through these powers, a wide number of policy tools are available for tackling unacceptable housing conditions, and meeting specific housing needs. These tools include the provision of assistance for property repair, improvement, adaptation and conversion; demolition and rebuilding; and, where appropriate, relocation. The RRO requires any Council to produce a Policy, where it intends to use the powers provided within the Order. 
4. Since the introduction of the RRO, Local Authorities have been encouraged, by Central Government, to provide financial assistance in the form of loans, in addition to traditional grants, to stretch limited budgets. A key advantage of loan schemes is the recycling of repayment funds, allowing money to be re-invested back into the loan scheme.

5. In April 2006, Cabinet approved a revised Private Sector Housing Renewal, Financial Assistance Policy (minute ref C452). The Policy set out how the Council would administer its Financial Assistance Scheme, which offers support and a range of financial products, to private home owners, to improve housing standards and support housing market renewal. The financial assistance scheme introduced loans in addition to previously available grants. Cabinet endorsed the setting up of necessary delivery mechanisms, and the principle of re-investing of loan repayment funds.

6. The experience of Gateshead, and other local authorities is, however, that design, delivery, and administration of loan schemes requires significant time and resources. In the light of this, and in response to Government guidance, Local Authorities have been encouraged to work together and share best practice. Regional approaches have begun to be developed which it is hoped will lead, in time, to a more consistent allocation of limited money from funding streams, as well as economies of scale, and efficiencies of delivery.
7. Gateshead has been at the forefront of the development of the North East Regional Financial Assistance Policy, and loan scheme. On 31 March 2009, Cabinet approved the current Gateshead, Private Sector Housing Renewal Strategy, together with its associated Financial Assistance Policy. This policy now aligns with the North East Regional Financial Assistance Policy. 

Consultation

8. The Cabinet Members for Economy, Housing and Transport have been consulted on the proposals contained within this report.  

Alternative Options

9. The Council need not enter into an Assignment Contract with the successful Regional Loans Administrator, and could continue to contract with its existing service suppliers until procurement rules dictate the need to go out to competitive tender. This option would, however, be withdrawing from the commitment the Council has so far shown to the development of a Regional Loan Scheme, with the risk of the Council being isolated and considered less favourable for further Government Grant funding.  The advantages of supporting the Regional Scheme are considered to be worth testing, they include; economies of scale, consistency of delivery, scope for scheme development and efficiencies. 
10. The Council need not enter into an Assignment Contract with the successful Regional Loans Administrator, and instead it could manage the loan administration in-house. As the Council is not currently administering loans, the costs (in staff time and financial terms) of setting up the necessary in-house mechanisms and procedure would be significant, and for these reasons this option has been discounted. 
11. Consideration has been given to not reinvesting the income from the repayment of loans, however, this would show a lack of commitment to the Regional Scheme, and put the Scheme’s viability at risk. The reinvestment of loan repayment income should help to build the loan funds, and, in time, reduce the need to continue to provide additional financial resources for the scheme.


Implications of Recommended Option 

12. Financial Implications -  
The Strategic Director, Finance and ICT confirms that the commitment to the provision of financial assistance will be dependent upon successful bids being made to the Northeast Regional Housing Board for Single Housing Investment Pot (SHIP) funding, and to the Council’s Capital Programme.

13. Risk Management Implication -  

The protection of Council any funds allocated to a Regional Loan Administrator will 
be considered at the contract assignment stage to ensure all reasonable legal 
clauses are included 
14. Human Resources Implications   -  

The proposals contained in this report should not require additional Council staff 
resources. The setting up of the Regional Loan Scheme, and appointment of a 
Regional Loan Administrator, will be managed by the NE Regional Loans 
Partnership’s  Programme Team and Sunderland City Council as Lead Authority, 
funded from the Region’s Single Housing Investment Pot (SHIP).

15. Equality and Diversity Implications – 


There are no equality and diversity implications arising directly from this report. 
16. Crime and Disorder Implications – 


None 

17. Health Implications – 
The provision of financial assistance to private sector home owners has a direct and positive impact on the heath and well being of residents of the Borough by improving the physical conditions of private sector homes within Gateshead.

Residential premises should provide a safe and healthy environment for any occupier or visitor.
18. Sustainability Implications -  

The provision of financial assistance to private sector home owners has a direct and 
positive impact on the sustainability of housing markets and neighbourhoods.

19. Human Rights Implications -  

Where improvement of properties takes place there are human rights implications 
under article 1 of the First Protocol (interference with the peaceful enjoyment of 
people’s possessions) residents.  However, the interference is reasonable in
carrying out works with Council assistance, and disruption will be managed to a 
minimum
20. Area and Ward Implications -  

Gateshead Council’s and the Regional Financial Assistance Policies apply Borough 
wide, however, with limited resources, financial assistance will need to be targeted 
at priority areas, as identified within the Council’s Private Sector Housing Renewal 
strategy
 

21. Background Information –
· The Private Sector Housing Renewal Strategy 2009-9012

· The Private Sector Housing Renewal Financial Assistance Policy 2009-2012
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