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SUMMARY

The report advises Members as to the outcome of a review of the first 30
months of the W2 joint venture and recommends that the agreement continues
but with some revisions.

RECOMMENDATIONS

That Executive notes the evaluation of the first 30 months of the W2 joint
venture at Appendix A and agrees that the partnership should continue for a
further three years.

That subject to agreeing recommendation 2.1, Executive delegates authority to
Deputy Chief Executive (AJ), with appropriate advice from Warwickshire County
Council Legal Services and in consultation with the Portfolio Holder, to agree
changes to the contractual agreement that reflect the experience of the
previous three years.

REASONS FOR THE RECOMMENDATIONS

In November 2011, Warwick District Council entered into a contractual joint
venture agreement with Waterloo Housing Group for the design and build of
affordable housing in Warwick district. The aim of the venture (“the project”
and referred to as W2) was the development of at least 300 homes in Warwick
district over an initial three year period. As part of the contract it was agreed
that a review of W2's performance would take place six months before the
expiry of the initial period (3 years) to determine whether the venture should
continue for a further three years. The review was commissioned by W2 at a
cost of £1,500 and awarded to Campbell Tickell.

The review’s finding can be seen at Appendix A and are by-and-large very
positive. Whilst the aspiration of three hundred units within the first three years
will not be achieved, it is possible that c600 homes will be delivered over a six
year period (the total is particularly sensitive to the outcome of the Station
Approach negotiations). The main issue with delivering the housing numbers
has been the difficulty in converting most of the sites originally identified (which
are on Council-owned land) for development, into housing schemes. There is no
common reason for this other than each individual site having presented more
challenges than originally anticipated.

With the difficulties encountered in trying to develop Council owned land,
officers have proactively sought third party land from the private sector and
Warwickshire County Council which Waterloo Housing Group has then
purchased. This approach has enabled c340 units to be brought into the
project. Work will continue to identify other such sites.

The headlines from the report can be detailed as follows:

Housing delivery

e 55 units have been delivered over the period November 2011- December
2013 (26 months).

e 72 units are “on-site”; 34 units with planning permission; 418 units at pre-
purchase/land assembly stage.
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e As a comparator, all the other Registered Providers in the District delivered
a total of 52 homes over a similar period broken down as 29 rented and 23
shared ownership.

Rent levels

e Properties at a social rent have proven more difficult to deliver although
affordable rent levels are lower than the 80% market average encouraged
by Central Government.

e Comparisons with a (limited) number of Registered Providers indicate that
rent levels are at (one bedroom), or well below (two and three bedrooms)
the average.

Impact on the Registered Provider Sector

e Although only obliquely referred to in the report, officers can report that
since W2 came into being, advances have been made from three high-profile
Registered Providers arranging meetings for senior personnel to meet with
Council chief officers to discuss their ideas for housing development in the
District. Unfortunately at the time of writing, the ideas have not developed
into anything concrete but officers will remain open to any ideas/
suggestions that come forward.

Project Management

e The project is being well managed and relationships are considered to be
dynamic with bureaucracy not getting in the way. Areas identified as being
particularly positive are:

Responding to issues;
Quick decision making;
Focus on delivery;
Shared vision with a collaborative approach;
Encouraging a one-council approach to solving problems;
Relationships based on trust have developed.

e There were some areas identified where things could be improved:
Project administration to sign-off new projects;
Agreement around scheme financing and viability issues;
Minute taking that reflects decisions of the Project Board.

(NB. All of these matters have now been addressed and the Feasibility Group

has been re-established)

W2 Partners’ Perception of Performance

e The agreement sets out 5 key principles by which the project will be
managed. The table below shows the scores awarded by those interviewed
during the review. The results provide further evidence that the partnership
is functioning well:

# Key Principle Average Score*
1 Openness and trust 4.75
2 Skills and creativity 4.40
3 Developing and adaptive 4.40
4 Commitment and drive 4.25
5 Effective relationships 4.25
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* 1 = not at all effective, 5 = highly effective

Waterloo Housing Group'’s view

e Waterloo’s view is that W2 is proving to be a success and at its meeting of
17™" June 2014, its Board agreed that subject to Warwick District Council
agreeing, the partnership should continue.

e Waterloo believes that the partnership has enabled them to undertake/ bid
for developments that they would previously have ignored. This has
benefited the organisation in terms of skills development, relationship
building and risk management.

Given the findings of the review, it is officers’ view that W2 should continue for
a further three years and in helping Members make their decision it is useful to
reflect on paragraph 5.9.6 of the report:

“In considering whether to continue with the Partnership for a further phase,
the Council must balance the theoretical potential gains it might achieve from
other providers against the inevitable loss of momentum that would occur if the
Partnership was dissolved and new relationships had to be built.”

Should Members decide to continue with W2 then there are some changes to
the joint venture agreement which will need to take place to reflect experience
and learning over the past three years and particularly to ensure that the
Council is not exposing itself to any State Aid issues. It is proposed that
Executive delegates authority to the Deputy Chief Executive (AJ), following the
appropriate advice and consultation, to agree these changes with Waterloo.

POLICY FRAMEWORK

The Council’s Housing Strategy has as one of its key aims “"Meeting the need for
housing across the district”. The W2 initiative is making a positive contribution
to this aim and so supports the Housing Theme as detailed in the Council’s
Sustainable Community Strategy.

BUDGETARY FRAMEWORK

A recommendation from the review is that a more forensic analysis of the
financial model for each housing scheme should take place before sign-off. This
change has already been made.

The Council’s contribution to the project is through a deferred capital receipt
(should WDC land be sold), a recycling of New Homes Bonus monies for further
housing schemes and commuted sums contributions where a scheme may have
viability issues. These contributions are in accordance with the Council’s budget
for any particular year. Where the contribution is not immediately available,
reports have been submitted to Executive seeking its approval for the funding.

ALTERNATIVE OPTIONS CONSIDERED
The option not to continue with W2 was discussed but this was rejected as the

findings of the review and the views of the personnel involved in the project are
that the evidence demonstrates that the partnership is proving to be a success.
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RISKS

The major risk to the Council is that W2 does not deliver the affordable housing
hoped for. This will be managed through careful project management and an
ambitious and proactive approach to housing delivery.
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