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WAVERLEY BOROUGH COUNCIL

MINUTES OF THE MEETING OF THE EXECUTIVE —9 JUNE 2009

SUBMITTED TO THE COUNCIL MEETING — 21 JULY 2009

(To be read in conjunction with the Agenda for the Meeting)

* ClIr Richard Gates (Chairman) * ClIr Stefan Reynolds
* Clir Mike Band (Vice-Chairman) * ClIr John Sandy
* CliIr Mrs Carole King ClIr Roger Steel
* Clir Robert Knowles * Cllr Adam Taylor-Smith
* Clir Ms Denise Le Gal * CllIr Keith Webster
* Present

Clirs Bryn Morgan and Ken Reed were also present
MINUTES (Agenda ltem 2)

The Minutes of the Meeting of the Executive held on 19 May 2009 were
confirmed and signed.

APOLOGIES FOR ABSENCE (Agenda ltem 3)

An apology for absence had been received from Cllr Roger Steel.

DISCLOSURES OF INTEREST (Agenda Item 4)

Clirs Ms Denise Le Gal and Stefan Reynolds declared personal interests in
Agenda ltem 8 relating to the devolution of property to Farnham and
Godalming Town Councils as members of their respective Town Councils.

PART | - RECOMMENDATIONS TO THE COUNCIL

LOCAL HOUSING COMPANY - WAVERLEY INITIATIVES LIMITED (Agenda
ltem 9; Appendix D)

In recent years the Government has recognised that local authorities have a
role to play in helping to secure more much needed affordable housing.
However the restrictions placed on the Housing Revenue Account (HRA)
through the national subsidy regime meant that most local authority landlords
could not afford to build new homes within the HRA.

More recently, the Government and its agency — the Homes and Communities
Agency — has been trying to find ways to support local authorities to build
housing through the creation of Local Housing Companies. A pilot project
was established in late 2007 that focused on fourteen councils with significant
land holdings and in growth areas. It included: Bristol, Dacorum, Barking &
Dagenham, Harlow, Leeds, Manchester, Newcastle, Nottingham,
Peterborough,  Plymouth,  Sheffield, Sunderland, @ Wakefield, and
Wolverhampton. Other local authorities, like Waverley, have been
considering the advantages of establishing local housing companies. Woking
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21.3

21.4

21.5

Borough Council, for example, has set up a housing company and has
recently acquired properties for letting to local people in housing need.

Last year the Government changed legislation in order for local authorities to
establish local housing companies, which could be wholly owned by the
Council. Prior to that, if a Council promoted the establishment of a company it
had to be held at arms-length and be independent of the Council. Affordable
housing is one of the Council’s key corporate priorities — both to secure more
affordable housing for people in housing need and to strive to manage it well.

In November 2008, the Executive approved the creation of a wholly-owned
local delivery vehicle company limited by guarantee - to be known as
Waverley Initiatives Ltd. The Council’s legal advisors on this matter —
Trowers and Hamlins — have reserved the name and has established a ‘shell’
company within their organisation until such time as the Council decides to
formally incorporate the company. This report outlines the process required
to enable the company to become a stand-alone organisation and be in a
position to commence business transactions.

The Council has agreed to set up a wholly owned non-charitable, not-for-profit
company for the purposes of providing affordable housing, and any surpluses
generated would then be reinvested in additional affordable housing. In order
to move matters forward, the company limited by guarantee needs to be
incorporated, and the following information will need to be provided to enable
the process to be determined:

e there needs to be one subscriber (equivalent to a shareholder) - this would
usually be the Council (as a body corporate);

e the incorporation will be made under the terms of standard memorandum
and articles (attached at Annexe 1). However once the constitution of the
board is agreed, the memorandum and articles can be amended to fit the
specific circumstances of the company;

e the minimum requirement for incorporation is for one person to be named
as a director (or board member). This would be any senior staff member
from Director Level. It is worth noting that the inclusion on the board of
officers and members of Waverley Borough Council does not present a
conflict of interest, as the Company will be fully owned by the Council, and
using its finance in the interests of achieving Waverley Corporate
objectives. It is proposed that, at this stage, five un-remunerated directors
be appointed, namely:

the Leader of the Council;
the Housing Portfolio-holder;
the Finance Portfolio Holder
the Chief Executive;

the Deputy Chief Executive.

O O O O O

[A briefing note on the roles and responsibilities of board members is
attached at Annexe 2.]
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e it will be necessary for the company to pay the insurance premiums for
director/officer liability insurance, as the Council’s own insurance cover
does not extend to the activities of separate bodies, even though they are
wholly-owned by the Council;

e the size and constitution of a future board will depend upon the amount
and size of the business the company wishes to carry out and as the
business grows, further expertise in relevant fields would be an advantage;

e there needs to be a named Company Secretary. This is not a legal
requirement but official correspondence to the company would normally be
addressed to the Company Secretary and it would be prudent to have a
named person responsible for disseminating that information (essentially
the company constitutional procedures). This could be carried out by the
Solicitor to the Council;

e additionally, there will also be a need for a registered office and it is
proposed that this be the Council’s office address.

Although wholly-owned by the Council, the company would be stand-alone
and, as an entity, be subject to the Companies Act 2006 which sets down the
rights and responsibilities of the directors. The company could use the
resources and expertise of Council employees particularly in the finance,
legal, and technical spheres.

There are a variety of ways in which the housing company can secure
affordable housing:

e purchasing properties on the open market, which could help the local
housing market at present;

e receiving HRA vacant properties that require major works - Section 32
Ministerial consent would be required;

e undertaking new house building on land currently owned by the Council;
and

e acquiring land for development.

Each of these activities would require a business case to be formulated, and
would contribute to the overall business plan of the company in order for a
proper assessment to be made of the opportunities as they present
themselves. Work is currently in hand to provide this information when it is
required. As the company is undertaking activities that are consistent with the
Council’s Corporate Priorities and largely funded by through the Council, it
would be appropriate for the Company to present an annual business plan to
the Council in January of each year.

The Council has accumulated capital resources earmarked for expenditure on
affordable housing. This sum includes commuted sums that have arisen
through the planning system to contribute towards affordable housing.
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The Council also has a limited number of small sites, which might have some
development potential for affordable housing. These land holdings could be
made available to the housing company in due course, subject to Council
approval. Opportunities may become available through the Homes and
Communities Agency for grant-funding, however, competition for HCA
resources is likely to be strong.

As the company acquires property it could be rented out at above social
housing rents but below market rent levels. This will produce an income
stream. In due course, as the business develops, this revenue stream will
(along with its asset base) will give rise to the opportunity for the company to
borrow funds on a prudential basis. Any such borrowing would be reinvested
in providing more homes.

The main advantage of a wholly owned local housing company is that the
assets transferred to the company will remain part of Waverley’s overall
resources. In addition, it is proposed that the Council’s HRA could provide the
housing management and repairs service to these properties in return for a
fee, which will help support the HRA. Similarly, the Council will be able to
offer the company other services (financial/legal) that may be required.

Because the local housing company can retain all of its rental income, in time
it will develop a rental stream against which it will be able to borrow and
reinvest in additional homes in Waverley.

A full risk analysis will be developed in the next few months as the business
plan is completed. Risks include, for example:

e the company overextending itself;

e it acquires inappropriate properties where void works are higher than
planned;

e exposure to risks associated with loans and borrowing (though this will not
be an immediate issue);

e rent arrears higher than budgeted for;

¢ risks associated with new developments as and when these arise.

Clearly, the company will have to provide a risk assessment and determine
what mitigation it can put in place to reduce the risk to itself, and the Council
will need to be satisfied that its investment is properly protected.

The Executive accordingly
RECOMMENDS that

8. Waverley Initiatives Limited now be incorporated as a non
charitable, not for profit wholly owned company by Waverley
Borough Council, limited by guarantee, and Officers and the
Portfolio Holder report further on the Memoranda and Articles of
Association as set out in Annexe 1;
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9. as part of the incorporation process a board of five directors be
set up to include: the Leader of the Council, the Portfolio holder
for Housing, the Portfolio Holder for Finance, the Chief Executive,
and the Deputy Chief Executive;

10. it be noted that the director and officer liability insurance will be
paid for by the company and that directors will not be
remunerated;

11. Trowers and Hamlins be appointed to carry out the process of
incorporation of the company;

12. the Solicitor to the Council be authorised to act as the Company
Secretary; and

13. An overall business plan be developed to enable a comprehensive
assessment of the future direction of the company.

Background Papers (SDCS)

There are no background papers (as defined by Section 100D(5) of the Local
Government Act 1972) relating to this report.

PARTS Il AND Ill - MATTERS OF REPORT

Background Papers

The background papers relating to the following items in Parts Il and lll are as
specified in the agenda for the meeting of the Executive.

Part Il — Matters Reported in Detail for the Information of the Council

There were no matters falling within this category.

Part lll — Brief Summaries of Other Matters Dealt With

22.

23.

23.1

EXECUTIVE FORWARD PROGRAMME (Agenda ltem 6; Appendix A)

RESOLVED that the forward programme of key decisions for Waverley
Borough Council be noted, subject to amending the date for
Introductory Tenancies to July 2009.

REVENUE AND CAPITAL OUTTURN 2008/2009 (Agenda Item 7;
Appendix B)

Annual Accounts 2008/2009 - Overall Revenue Outturn (Agenda Item 7.1;
Appendix B.1)

RESOLVED that

1. the Outturn position for 2008/09 be noted; and
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2. revenue carry forwards of £23,000 on the General Fund from 2008/09
to 2009/10 be approved.

23.2 Annual Accounts 2008/09 - Capital Programme OQutturn (Agenda ltem 7.2;
Appendix B.2)

RESOLVED that

1. the financing proposals for the 2008/09 financial year summarised in
paragraph 10 of the report be approved;

2. slippage totalling £185,300, as detailed in Annexe 1 of the report, from
the 2008/09 General Fund Capital Programme to the 2009/10 General
Fund Capital Programme be approved; and

3. the outstanding commitments totalling £146,200 be added to the
2009/10 General Fund Capital Programme, representing total
outstanding commitments to be paid from the Community Partnership
Fund.

24. DEVOLUTION OF PROPERTY TO GODALMING TOWN COUNCIL AND
FARNHAM TOWN COUNCIL (Agenda ltem 8; Appendix C)

RESOLVED that

1. the requests received from Godalming Town Council and Farnham
Town Council be progressed as outlined in the report with detailed
terms and conditions to be delegated to the Deputy Chief Executive
and the Property Portfolio Holder;

2. the Property Portfolio Holder (Clir Mike Band) and the Portfolio Holder
for Communities and Partnerships (Cllr Stefan Reynolds) be authorised
to set the detailed policy parameters for negotiation with Farnham
Town Council; and

3. a further report on the progress of the transfer of the Farnham Council
Offices to Farnham Town Council be submitted to the Executive in due
course.

25. UPDATE ON THE ACTIONS ARISING FROM THE WORKFORCE PLAN
(Agenda ltem 10; Appendix E)

RESOLVED that the updated Workforce Plan be endorsed, noting the
significant progress made since July 2008 and that an update
report be submitted in March 2010.

26. ACTION TAKEN SINCE LAST MEETING (Agenda Item 11)

There was no action taken since the last meeting.
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The meeting commenced at 6.45 p.m. and concluded at 7.18 p.m.

Chairman
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