EXECUTIVE BOARD —17 SEPTEMBER 2013

Subiject: Development of Family Housing on Lenton site

Corporate David Bishop, Corporate Director for Development.
Director(s)/
Director(s):

Portfolio Councillor David Liversidge, Portfolio Holder for Commissioning and
Holder(s): Voluntary Sector

Report author Matthew Neal, Head of Major Programmes, Development
and contact Tel: 0115 876 3403
details: E-mail: matthew.neal@nottinghamcity.gov.uk

Key Decision XYes [ ] No

Reasons: Expenditure [X] Income [_] Savings [_] of £1,000,000 or

more taking account of the overall impact of the decision Revenue [ ] Capital [

Significant in terms of its effects on communities living or working in (] Yes No [
an area consisting of two or more wards in the City

Subject to call-in X Yes No [_] | Total value of the decision: £ 8.920 million
Relevant Council Plan Strategic Priority: Wards affected:

World Class Nottingham X Lenton

Work in Nottingham X

Safer Nottingham X

Neighbourhood Nottingham X Date of consultation with Portfolio
Family Nottingham X Holder(s):

Healthy Nottingham [] 21 August 2013

Leading Nottingham []

Summary of issues (including benefits to citizens/se rvice users):

This report supports the Council’s pledge to continue to build Council Houses and to bring all
social housing up to the Decent Homes standard. It also provides the detail of the delivery
method for the 62 family houses on the Lenton site, which are part of the overall Housing
Revenue Account (HRA) programme, which is delivering over 370 new council homes across
the city.

As part of the changes in the HRA system, the Council have had the opportunity to remove
from use a number of Council Homes that are in the worst condition and least popular in the
city. The removal of these homes has given the opportunity to replace these with a mix of new
homes that will support the Council’'s ambition to provide high quality family housing across the
city. In particular the delivery of 62 family houses by Nottingham City Homes (NCH) in the
Lenton area.

Recommendation(s):

1 Approve the sale of the land for the 62 houses on the Lenton site to NCH, shown in
Appendix A, at a market value of £2.100 million so that NCH can build, own and rent these
houses in their own right, subject to the approval of the business case referred to in
recommendation 4.

2 Approve the City Council lending of £6.820 million to NCH so that they can build the 62
houses on the Lenton site, subject to the approval of the business case referred to in
recommendation 4.

3 Approve the City Council providing a grant of £2.100 million to NCH so that the land can be
brought by NCH. The grant will be financed from the capital receipt from the land sale,
subject to the approval of the business case referred to in recommendation 4.
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4 Grant delegated authority to the Portfolio Holder for Commissioning and Voluntary Sector,

in consultation with the Corporate Director of Development and the Director of Legal and
Democratic Services, to approve the NCH business case which will support
recommendations 1, 2 and 3 above.

5 Approve NCH to enter into a contract in its own right as the sole client for the delivery of

the 62 family houses on the Lenton site.

BACKGROUND (INCLUDING OUTCOMES OF CONSULTATION)

The Executive Board report “Redevelopment of Lenton and Radford sites” dated 19 February
2013 outlined the City Councils proposals to redevelop both the Lenton and Radford sites, and
identified that the options for funding be reviewed and the most appropriate followed. This
report provided the details of what would be built back to replace the flats that were being
demolished on these sites and how the programme would be funded.

The report also identified that this was an opportunity to realise the Council’s ambition for
regenerating these sites. Work has been ongoing in partnership with NCH since September
2011 to develop the plans of what will replace the flats and the method of delivery of the new
family homes. Dependent on the circumstances there are a variety of delivery routes that
could be considered including, Council-owned new build, Registered Provider and NCH built
and owned. Overall the plans are being developed on a site by site basis to reflect the need
and demand, the local market, the housing type and tenure mix and the opportunity to attract
investment.

This report updates the Council on the work undertaken at the Lenton site (Lenton Court,
Digby Court, Willoughby Court, Abbey Court and Newgate Court) which is critical to the
success of the overall HRA programme of over 370 new homes, as it contains 142 of them.
The HRA programme of new Council housing is part of a wider programme of (both affordable
and market) housing delivery being actively brought forward through Council interventions and
support.

A number of option appraisals have been undertaken on the Lenton site to develop the most
appropriate and effective mix of housing for this site. These have been developed in
conjunction with NCH after extensive consultation with the local community. The outcome of
this consultation is that phase 1 of the new development will consist of 54 sheltered units on
the footprint of Lenton Court and garages which have been estimated based on market rates
at a cost of £4.590 million. The second phase of the works will consist of 16 new bungalows,
10 new flats and 62 new family homes which have been estimated, based on market rates, at
a cost of £10.320 million. These houses will be a mix of two and three storey and two and
three bedroom to suit the site constraints. The overall programme in Lenton is due for
completion in 2016/17.

The cost of phase 1 for the 54 sheltered units, the 16 new bungalows and 10 new flats in
phase 2 will be financed through the HRA Capital Programme which includes provision for
these works. It is intended that the remainder of phase 2 for the 62 family houses will be
funded by NCH through borrowing, subject to the approval of a satisfactory business case.

The new Council and NCH homes built on the Lenton site will all be designed to meet the code
for sustainable homes level 4, meaning a lower carbon footprint and reduced bills for tenants.
This will contribute towards the Nottingham Plan — our Sustainable Community Strategy -2020.
All of the properties will also meet the Homes and Community Agency (HCA) quality standards
for internal size to ensure that there is adequate space for families to live. A majority will also
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be built to meet lifetime home standards, providing adequate space for wheelchairs and other
adaptations that are required as tenants’ needs change.

The layout of the new developments will, as a minimum, meet building for life Silver standard
2010, creating attractive, well designed places where people will want to live. This will
transform some run down areas of the city, replacing poor quality and badly designed estates
with vibrant and attractive neighbourhoods.

Under the framework for the development of sites where NCH own the properties approval is
required for NCH to enter into contracts within their own right. All current contracts are entered
into with NCH as the Contract Administrator and Nottingham City Council (NCC) as the Client.

There was extensive consultation with local councillors and the residents in the Lenton area in
relation to the decommissioning and demolition prior to the Executive Board report in
September 2011. Since that approval there has been further consultation with the councillors
and local community regarding the redevelopment of the Lenton site. These included a
number of drop-in sessions and presentations by the master planner. The outcomes of these
consultations have influenced the overall site layouts and design which has now been
approved by Planners.

REASONS FOR RECOMMENDATIONS

This is an opportunity on this site for the Council to realise its ambition to provide high quality
housing and actively regenerate the neighbourhood.

The development will create a well connected and safer neighbourhood by improving the
guality of the built environment and through the Secure by Design framework. It will help both
reduce crime and the fear of crime.

The building and ownership of the 62 family houses on the Lenton site by NCH would mean
they sit outside the HRA, although the new houses would effectively be treated in the same
way as traditional council housing and modelled on target social rent. This funding route will
provide the Council with further opportunities to develop additional houses at other sites in the
city. The proposed financial model as detailed in this report relies on NCH borrowing money to
finance the build from the Council (general fund borrowing). Providing a loan to NCH to
develop housing will:

(i) increase the amount of quality new affordable housing we can deliver;

(i) regenerate additional sites within Nottingham;

(i) enable NCH to build its own asset base and develop a viable business model for raising
capital, developing property and managing assets in its own right, in addition to its role as
management agent for NCC stock.

A detailed business case will be produced by NCH to support the recommendations in this
report, and to be compliant with their own internal governance processes. When this is
completed delegated approval by the Council will be sought in line with Recommendation 4 of
this report.

OTHER OPTIONS CONSIDERED IN MAKING RECOMMENDATIONS

The Council could decide not to redevelop these sites but this option was discounted because
of its ambition to provide high quality housing and actively regenerate Nottingham's
neighbourhoods.
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The Council could decide to sell all the sites for private sector housing development; however,
the provision of Council homes in these locations will support the Council’'s aims of
regenerating communities and providing a more stable longer term resident base.

The Council could decide to fully develop the site using the HRA funding and retain the
ownership of the 62 houses, this option was discounted as it would have reduced the potential
resources that were available to deliver the housing regeneration programme.

FINANCIAL IMPLICATIONS (INCLUDING VALUE FOR MONEY/V_AT)

The report proposes the sale of the land shown in Appendix A to NCH to enable the company
to build 62 houses and own and rent the houses in their own right. The land has been valued
at £2.100 million and it is proposed that NCC give a grant to NCH to enable the company to
finance the purchase.

NCC will receive a capital receipt of £2.100 million from the sale of the land, and this can be
used to finance the grant to NCH. In addition Stamp Duty Land Tax (SDLT) will be payable by
NCH as purchaser of the land at 4% of the purchase price, which equates to £84,000.

The cost of the 62 family homes to be built on this site is estimated to be £6.820 million as
reported to Executive Board in February 2013. It is proposed that a loan of £6.820 million be
made by NCC to NCH over a 50 year term at an interest rate equivalent to Public Works Loan
Board (PWLB) annuity rate for borrowing over 50 years plus 0.5% for the inherent credit risk
taken by NCC (equivalent to £17,000 per annum). Based on current rates this would be 5.1%
per annum; the actual rate will be fixed by the Director of Strategic Finance on the date the
transaction occurs. A loan agreement will need to be drawn up between NCC and NCH to
formalise repayment terms.

RISK MANAGEMENT ISSUES (INCLUDING LEGAL IMPLICATION S AND CRIME AND
DISORDER ACT IMPLICATIONS)

The City Council needs to be satisfied that the NCH business case for the construction and
renting of the 62 houses is sufficiently robust to ensure repayments on the loan can be met.
Due diligence needs to be carried out on the business case.

Legal comments: The legal context within which these proposals have been developed is
complex and external advice has been taken on aspects of emerging proposals. The structure,
of grant funding NCH to purchase the land and then providing a loan to fund construction, is
considered to fall within powers available to NCC. For the purposes of State Aid, it is
considered that NCH, as a wholly-owned Arms Length Management Organisation (ALMO)
company, is an emanation of the State.

Property comments: The five high rise flat blocks that currently occupy the Lenton site are in
the process of decommissioning and demolition. This will create a cleared site extending to
2.95 hectares (7.296 acres) or thereabouts available for redevelopment. It is proposed that
NCH acquire 1.09 hectares (2.71acres) or thereabouts of the cleared site for the construction
of 62, 2 and 3 bedroom family houses. The remainder of the site is to stay in the ownership of
NCC for the development of a further 80 homes. Roads and infrastructure will be shared
across the development. On this basis the market value of the land to be acquired by NCH is
£2.100 million.
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SOCIAL VALUE CONSIDERATIONS

The tenderers were selected from the Efficiency East Midlands framework and a mini tender
was undertaken to identify the preferred contractor.

The contractor and their sub-contractors are required to contact the Nottingham City Employer
Hub in relation to any vacancies. Interviews will be offered to all appropriate candidates put
forward by the Employer Hub. The contractor will keep records which will include verifiable
evidence on new vacancies and apprentices recruited.

The contractor will publicise the works at local venues and on relevant local websites as well
as contacting potential local suppliers and sub-contractors using NCC and NCH approved lists
of contractors. Their will be regular meet the contractor events that will give the chance for
local companies to investigate opportunities for working on the site.

REGARD TO THE NHS CONSTITUTION

Local authorities have a statutory duty to have regard to the NHS Constitution when
exercising their public health functions under the NHS Act 2006. In making this decision
relating to public health functions, we have properly considered the NHS Constitution
where applicable and have taken into account how it can be applied in order to
commission services to improve the health of the local community.

EQUALITY IMPACT ASSESSMENT (EIA)

Has the equality impact been assessed?

(&) not needed (report does not contain proposals for new or D
changing policies, services or functions, financial decisions
or decisions about implementation of policies development
outside the Council)

(b) No D

(c) Yes - Equality Impact Assessment attached at Appendix B &

LIST OF BACKGROUND PAPERS OTHER THAN PUBLISHED WORK SOR THOSE
DISCLOSING CONFIDENTIAL OR EXEMPT INFORMATION

None.

PUBLISHED DOCUMENTS REFERRED TO IN COMPILING THIS REPORT

10.1 Executive Board report — 20 September 2011 - Housing Revenue Account Self Financing

Programme — future implications for council hosing stock.

10.2 Executive Board report — 19 February 2013 - Redevelopment of Lenton and Radford sites.
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OTHER COLLEAGUES WHO HAVE PROVIDED INPUT

Finance Comments:

Jim Driver — Finance Business Partner.
E-mail: Jim.driver@nottinghamcity.gov.uk
Tel: 0115876 4226

Legal Comments:



Glen O’Connell — Director of Legal and Democratic Services.
E-mail: Glen.oconnell@nottinghamcity.gov.uk
Tel: 0115 876 4330

Property Comments:

Rod Martin — Senior Valuation Surveyor.
E-mail: Rod.martin@nottinghamcity.gov.uk
Tel: 0115 876 3075




Appendix A

Site Plan of the Lenton Flats showing areas within the red boxes to be purchased by
Nottingham City Homes.
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