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	DISPOSAL OF SURPLUS HOUSING PROPERTIES ON HILLMOOR STREET


1. SUMMARY

1.1.
This report seeks approval to declare surplus to requirements seven properties on Hillmoor Street, Pleasley, with a view to transferring them to The Trees Group for redevelopment and use by the Joint Forces Alliance Limited. 

This is a key decision and is on the forward plan for the period from 1 August 2011 to 30 November 2011.
2. RECOMMENDATIONS


To be resolved by Cabinet

(i)
That nos. 2, 3, 5, 7, 13, 14 and 26 Hillmoor Street, Pleasley to be declared surplus to Housing Services requirements.

(ii)
That upon receipt of special consent from the Secretary of State to transfer the properties to the Trees Group, the Corporate Asset Manager is instructed to agree the terms and conditions of the transfer.

Recommendation to Council


(i)
That approval is given to apply to the Secretary of State for special consent to transfer the freehold interests of nos. 2, 3, 5, 7, 13, 14 and 26 Hillmoor Street, Pleasley, for a fee of £1 to The TREES Group.

(ii)
That the Head of Housing be given delegated authority to apply to the Secretary of State for special consent to transfer the remaining two properties 1 Hillmoor Street, Pleasley and 563 Chesterfield Road North, Mansfield once they become vacant and that if approval is given, the freehold interests is transferred for a fee of £1 to The TREESs Group.

3 BACKGROUND

3.1. On the 28 November, 2006 approval was given for the transfer of 15 properties on Hillmoor Street to South Yorkshire Housing Association conditional on the properties being refurbished.  This left 9 properties in the Council’s ownership.
3.2. The Pleasley Hill area is currently in the process of land assembly in preparation for the regeneration of the area.

3.3. Since the previous approval to transfer the properties was given, seven further properties have now become vacant.  This report seeks approval to transfer the ownership of these vacant properties from the Council to The Trees Group.

3.4. The TREES Group (Training Regeneration Education Employment Sustainability) is a social enterprise company with trading subsidiaries of Newlife Construction and Highpoint (a conference and training centre based in Leicester).  It was established in 1999, and as well as providing services through its wholly owned subsidiaries it also provides management and consultancy support in a number of areas:
· Business support and investment into new social enterprises in conjunction with its partners PricewaterhouseCoopers, Big Issue, Willmott Dixon and BT Global services.
· Training and employment policy and implementation advice to Local authorities, HCA and other public procurers.
· Business planning and staff support to Housing Associations in the area of direct labour organisations.
3.5. The TREES Group has expressed an interest in taking ownership of the properties working in partnership with the Joint Forces Alliance Limited to provide both housing and training opportunities for ex service personnel.
3.6. The properties identified for transfer were excluded from the decent homes programme and if this transfer does not take place the council will need to make the necessary investment to bring them up to the required standard.
3.7. The proposal to transfer these properties will include a requirement of the ex-service personnel renting the properties to refurbish them, therefore creating an excellent training opportunity.  Also, as the properties are in a regeneration area, there will be wider training opportunities in the Pleasley area.  

3.8. The proposal is also in line with the Mansfield Veterans’ Charter in which the Council has made a commitment to ex-service personnel who have issues that can impact upon their well-being and affect their adjustment to civilian life.  The charter pledges to help with access to housing, through the transfer of these properties the Council will be supporting this commitment.
3.9. This proposal will also alleviate the need for the Council to invest in the refurbishment of these properties, the total of which is likely to exceed £150,000.
3.10. This will leave 2 currently tenanted properties nos. 1 and 23 within the Council’s housing stock.

3.11. As The TREES Group is not a Registered Social Landlord, Special Consent is required from the Secretary of State to dispose of land or property under section 32 or 43 of the Housing Act 1985 or section 25 of the Local Government Act 1988.

3.12. A condition of the transfer is that The TREES Group cannot dispose of the freehold or long leasehold interest in all, or any of the subject properties for a period of five years after transfer.

3.13. If after the five year period the TREES Group subsequently disposes of the freehold or long leasehold interest in all, or any of the subject properties they will be required to pay a premium to Mansfield District Council.  As detailed below: 

6th Year:
100% of Market Value at date of transfer plus CPI

7th Year:
75% of Market Value at date of transfer plus CPI

8th Year:
50% of Market Value at date of transfer plus CPI

9th Year:
25% of Market Value at date of transfer plus CPI

This is not a legal requirement but a negotiated term of sale.
3.14
The TREES Group will refurbish the properties within two years of completion to the satisfaction of the Council, if the work is not completed within this time scale the Council will have the right to repurchase the properties within 3 years from the date when the refurbishment work should have been completed for the same consideration that the properties have been transferred to The TREES Group.
3.15
Any legal costs associated with the transfer of the properties are to be 
charged to The TREES Group.

3.16
In the event that the TREES Group goes into liquidation/administration, the Council will seek to agree a clause in the transfer that the transferred properties will be returned to the Council with immediate effect at no cost.
4.
OPTIONS AVAILABLE

4.1 The are 3 options available: -

4.2 Option A (preferred option) – to transfer the properties to The TREES Group as detailed in section 3 of this report.

4.3 Option B – Do Nothing  This is not recommended as it will expose the Council to financial risk as the properties will need a considerable investment for refurbishment.
4.4 Option C – To Transfer All 9 Properties  This is not recommended as transferring tenanted properties would require tenant consent and they would have to be transferred to a registered social landlord.  When previously contacted in 2006 the tenants expressed a preference not to be transferred, hence the proposal to retain these properties in the Council’s ownership.  The tenants have been asked again and they have again expressed a preference to remain in their existing properties as Council tenants.
5.
RISK ASSESSMENT OF RECOMMENDATIONS AND OPTIONS
5.1
Preferred option A is low risk

	Risk
	Risk Assessment
	Risk Level
	Risk Management

	Financial 
	Loss of rental income potential
	Low
	The potential level of income will be significantly outweighed by the cost of redevelopment requirements to bring the properties up to a lettable standard.  Also, the properties have are currently empty so there is no current rental income from these properties.

	Operational 
	The TREES Group fail to redevelop the properties
	Medium
	Tight stipulation  will be specified in the transfer agreement regarding the requirement to refurbish the properties as a condition of the transfer.  Adherence to this will be checked prior to the final release of the properties.


5.2
Option B – Do Nothing.

	Risk
	Risk Assessment
	Risk Level
	Risk Management

	Reputation
	The properties within the regeneration area if left will have a detrimental effect on the aesthetics of the area. 
	High
	This risk will be unavoidable if the option to do nothing is chosen, unless considerable investment is put into bringing the properties up to standard.

	Financial
	A significant amount of money would be required to invest in the redevelopment of the properties to bring them up to a lettable standard.
	High
	Funding would need to be earmarked for this purpose.  At the expense of other capital projects.

	Financial
	Loss of revenue from rental income and continued security costs associated with these empty properties.
	High
	As above plus the cost of securing the empty properties.


5.3
Option C – Transfer all 9 properties
	Risk
	Risk Assessment
	Risk Level
	Risk Management

	Financial
	Loss of rental income from the currently tenanted 3 properties.
	Medium
	This risk will be unavoidable if these properties are transferred out of the Council’s ownership.

	Reputation
	Properties would be transferred contrary to the existing tenants expressed wishes.
	High
	The Council could look to find alternative suitable accommodation and this would also be dependent upon the tenants’ agreement to move. 


6.
ALIGNMENT TO COUNCIL PRIORITIES

6.1
The proposal contained within this report is in line with the Council’s priority to provide decent homes for all and to revitalise towns and neighbourhoods.
7.
IMPLICATIONS 

(a) Relevant legislation

The Council would be exercising its powers under the following Acts:
Local Government Act 1972 Section 123
Housing Act 1985 Section 32 and 43
Local Government Act 1985 Section 25

Secretary of State consent to transfer will be needed in view of the fact that the properties will be sold at an under value and the Purchaser is not a Registered Social Landlord.
(b) Human Rights

It is not considered that the proposed transfer will infringe on individual human rights.

(c) Equality and Diversity

An Equality Impact Assessment screening has been prepared, with regard to the 2010 Equality Act.  This has been presented and approved by the disability group.  The assessment concluded that there will be a positive impact upon all groups within the district resulting from the transfer of these properties.
(d) Climate change and environmental sustainability.

Not applicable

(e) Budgetary Implications

At 1st April 2010, the subject properties each had a Market Value (MV) of £24,039 and the Existing Use Value Social Housing (EUV-SH) was £8,173.  This latter value is substantially lower than the market value due to the fact that its is social housing and councils are required to discount market value by a discount factor set by central Government which for the East Midlands, in this particular case, is 66%.  Hillmoor Street properties have a relatively low market value in any event because they are regarded as being in an area suffering from decline.

The properties have been empty over various lengths of time however, they did have tenants at the time when the other properties were transferred to South Yorkshire Housing Association, but they have since become vacant. Therefore, the Council has been incurring a loss of rent. The estimated cost to bring them to a lettable standard is approximately £150,000. At a rental of approximately £63.29 a week, it would take in excess of 7 years to recoup the capital cost of refurbishment through rent. The transfer of the properties would remove the liability the Council has for on-going repairs and maintenance.

8.
COMMENT OF STATUTORY OFFICERS

Head of Paid Service – No comments.
Section 151 0fficer – If the Council transfers the properties mentioned in this report to the social enterprise company, it will lose annual rental from these properties.  The cost of refurbishing these properties however, would require the Council to allocate resources in excess of £150,000 to undertake the necessary work.  No provision has been made for this within the Council’s existing budgets.
Monitoring Officer – No comments.
9.
CONSULTATION

9.1
Consultation was carried out in 2006 and further consultation was carried out with the remaining tenants on Hillmoor Street, Pleasley.
9.2
The 2 remaining tenants have been consulted regarding each of the options outlined within this report.

9.3
Corporate Asset Manager – The subject sites have been discussed at the Asset Management Group on 21 October 2010 and their comments incorporated in the body of this report.
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