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Item No: 
0
Report For: 	Policy Group
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Subject:	Housing Delivery Partnership
Report Author:	Claire Astbury & Roger Kirk
Private and Confidential
Purpose of Consultation

1. To update members on options for a housing delivery partnership to accelerate affordable housing delivery in Luton.

Background

2. Luton has a severe affordable housing shortage, with rising demand from homeless and badly housed residents. 
3. Our Corporate Peer Challenge in March 2024 identified affordable housing as a crucial issue to address as part of our Luton 2040 ambitions.
4. The council has responded to recommendations from the peer review by creating a new focused Executive Portfolio for property and assets, bringing together parts of the council relating to property and construction in a single team, and setting up a member/officer steering group for improved housing delivery.
5. One option explored following the CPC report was a partnership arrangement to increase affordable housing delivery.
6. Officers were tasked with reviewing our delivery approach and bringing forward a development partnership which had the potential to deliver 400 affordable homes over 5 years.  
7. The initial proposal for this partnership was that it would be a long term formal Joint Venture with a Registered Provider/Housing Association, with the council supplying land, and the provider building out sites with a selected lead contractor. 
8. This model was based on a previous partnership New Homes 4 Luton which was a JV with Catalyst Housing Association and Wates Construction. Under this agreement, the council provided surplus land on a 999 year lease, Wates carried out the works and Catalyst took the ownership of homes for social housing and outright sale. 
9. We reviewed our current development programme and land holdings to identify suitable deliverable sites. This showed 11 sites currently within council ownership with the potential for up to 472 homes.
10. Legal advice was sought from Addleshaw Goddard in regard to the proposed partnership model.
11. A soft market testing document was prepared seeking views about potential partnership arrangements and structures, and to better understand the capacity and interest of registered providers.  


The Current Position

12. Current Approach to Delivery
13. Our current delivery options for affordable housing include housing development via Foxhall Homes, the council’s General Fund and the Housing Revenue Account, alongside housing association development and affordable homes secured through planning agreements.  The diagram below shows this range of approaches.
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14. This mixed approach has delivered 377 affordable housing completions over the past 5 years.  Supply has slowed significantly following the completion of Marsh Farm Regeneration in 2020.
	Year
	2019/20
	2020/21
	2021/22
	2022/23
	2023/24

	Affordable completions
	173
	71
	10
	43
	80



15. Housing Partnership Legal Advice
16. Legal advice was received on 2 September 2024.  It provided advice on 
(i) Appropriate structure for a partnership
Advice was to use a development partner appointment structure using a sale and purchase/agreement to lease whereby the RP delivers development and land is either transferred free of charge, paid for as an overage charge or repaid over a number of years with commercial interest applied.
(ii) Appropriate treatment of land within a partnership
Land in both the HRA and General Fund which is identified as no longer required for a previous purpose can be used for supporting affordable housing delivery through a partnership. Land may have to be appropriated at an agreed value between the General Fund and HRA for this purpose. Any lease would likely need to be 999 years to facilitate Homes England grant funding for shared ownership or rented homes. A binding nominations agreement can be included in the deeds of the land, so that we are not dependent on planning conditions alone, although this would impact the RP’s ability to raise funds on the homes. There are additional considerations relating to public realm and long term involvement where the council retains interest in land. Special consideration has to be made to Subsidy Control Act requirements in the case of any land transfer below open market value so as to work within a public economic interest exemption.  
(iii) Procurement compliance
Procurement should not include detailed influence over the design of the homes.
(iv) Securing delivery of homes
There are measures the council can take to protect against non completion of homes, forcing a reversion of the land ownership or ability to step in to complete.
(v) Protection in case of failure of partners or contractors
Provisions to protect the council via warranties, performance monitoring and indemnities can be made.
(vi) Council powers to deliver the project and the issues relating to the Housing Revenue Account.
The council has powers to deliver development which is not for a commercial purpose, as evidenced by the advice previously provided relating to The Stage project.


17. Housing Partnership Soft Market Testing
18. We conducted a soft market testing exercise.  26 registered providers were invited to respond.  Despite encouragement to respond and extending the deadline, there were only 3 responses; two from Registered Providers (Grand Union Housing Group and Peabody) and one from a private company (Auxin Logistics).
19. The soft market testing document contained 13 open questions seeking views on scale, partnership models, treatment of land, construction partners, tenure approach, nomination arrangements, social and economic added value, and governance.
20.  In terms of scale and scope, the minimum number of homes required ranged from no minimum to 300 homes minimum; and the timeframe preferred ranged from 5 to 10 years minimum.
21. Respondents were open to different partnership models, from site specific partnerships to broader LLP partnerships with a formalised board. RP respondents did not support the employment of staff within the JV/partnership, but felt that they could support with their own staffing, aligned with council staff.
22. Respondents were open to different approaches to land transfer, and indicated that this would depend on the site viability.  Leased land may impact on Homes England funding so any arrangements should take Homes England rules into account.  The potential for additional land to come into a partnership from the RP or a third party was welcomed.
23. With more formal structures, there was a preference to select a single construction partner as part of the process, but other respondents were more flexible about selecting separate main contractors for each site based on the size and complexity of the project. 
24. A mix of tenures were supported including social rented properties, with the recognition that shared ownership may be required to cross subsidise rented homes on sites.
25. Nomination rights were not perceived to be a problem by the RP respondents, other than for shared ownership homes where it could impact on marketability and mortgage availability. 
26. Similarly, there were positive responses in regard to added economic and social value such as local labour and training, with RPs indicating they had prior experience of this in other council areas.
27. In terms of governance, RP respondents confirmed they would need board sign off to enter into partnership, and that a partnership should be governed by a legal agreement. 
28. Housing Partnership Implications for the Council To be updated/amended by Finance colleagues
29. Implications for HRA Business Plan and HRA Capital Programme:
30. Ending our HRA newbuild programmes – With the transfer of developable council-owned land into a partnership, new homes would not continue to be built by the council, in the HRA (or via Foxhall Homes – see below), after the schemes which are currently on site.
31. Replacement of homes lost to Right To Buy – a chief impact of a partnership whereby completed homes will not be HRA assets is that we will no longer replace homes sold under Right To Buy.  There may be a small acquisitions programme for first refusals, but other HRA development would be unlikely. Potential government changes to RTB may help limit the number of homes lost to the HRA, but we would be seeing a shrinking stock base for the HRA with longer term implications for the business plan.
32. Alternative use of capital – if investment in HRA housing development ceases, some capital capacity could be redirected. This could potentially help to support other investment such as decarbonisation. However, capital borrowing will always need a revenue generating usage to repay debt and other capital projects are unlikely to deliver a return in a similar way to newbuild homes.
33. Staff costs – current staffing which is associated with the capital development programme may need to be redirected or funded through other sources after existing development projects are completed.  Some council-side staffing will be required alongside a partnership but HRA capitalised funding would not be appropriate.
34. Implications for Foxhall Homes: 
35. Ending of Foxhall Homes’ newbuild programme – if land currently intended for Foxhall Homes is transferred to a partnership, projects for Foxhall Homes would cease, beyond the schemes currently on-site, and the returns to the General Fund would not be realised from those schemes.
36. Staff costs – current staffing will no longer be required after existing development projects completed.
37. Implications for General Fund:
38. Land and assets – Appropriation of land into the HRA or direct transfer into the partnership will incur an opportunity cost to the General Fund, unless a capital receipt is realised at market value.
39. Improved housing delivery – Access to more social housing will support our deficit recovery plans to reduce overspends on temporary accommodation. 
40. Staffing and services costs – Some staffing costs may fall to the general fund as our own capital development programmes cease.  Internal services which currently provide traded professional services for our development projects would be unlikely to serve a partnership and alternative income sources will be required to maintain staffing levels.

41. Partnership models in other areas
42. A range of partnership approaches have been established by other councils.  These include joint ventures with construction partners such as the Cambridge Investment Partnership between Cambridge City Council and Hill Group, and joint ventures with Registered Providers like the Hart Homes partnership between Watford Council and Watford Community Housing. Watford Community Housing also has JV partnerships with Hertsmere and Three Rivers councils.
43. 
44. 
45. Close with something about Luton 2040?

Steer Required
4.	Members are requested to indicate next steps NB do we want to give options?





Appendices:
1. Legal advice document
2. Soft market testing document Do we also want to include the responses?
3. Any financial appraisal information eg HRA 30 year business plan projections?
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