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DECISION TITLE: Authority for the acquisition of housing for temporary
accommodation.
Councillor Steve Allen, Cabinet Member for Housing, Culture and
Recreation in collaboration with Councillor Peter Hiller, Cabinet Member
for Strategic Planning and Commercial Strategy and Investments in
consultation with Councillor John Holdich, Leader of the Council.
OCTOBER 2019
Deadline date: N/A
Cabinet portfolio holder:
Responsible Director:

Councillor Steve Allen, Cabinet Member for Housing, Culture
and Recreation in collaboration with Councillor Peter Hiller,
Cabinet Member for Strategic Planning and Commercial
Strategy and Investments in consultation with Councillor John
Holdich, Leader of the Council.
Peter Carpenter, Acting Corporate Director of Resources

Is this a Key Decision?

YES
If yes has it been included on the Forward Plan: YES
Unique Key decision Reference from Forward Plan:
KEY/30SEPT19/01

Is this decision eligible for call-in?

YES

Does this Public report have any
annex that contains exempt
information?

YES
Appendix 1, business case for the acquisition with financial
assessment, contains exempt information under paragraph 3 of
Schedule 12 A of the Local Government Act 1972.

Is this a project and if so has it
been registered on Verto?

NO

RECOMMENDATIONS
The Cabinet Members are recommended to:
1. Approve the freehold purchase of St Michael’s Gate at £13.38m – consisting of 72 properties
used for temporary accommodation.
2. Approve the associated professional fees.
3. Approve the capital expenditure for upgrading the windows.

1.

PURPOSE OF THIS REPORT

1.1

This report is for the Cabinet Member for Housing, Culture and Recreation and the Cabinet
Member for Strategic Planning and Commercial Strategy and Investments to consider
exercising delegated authority under paragraph 3.4.8 of Part 3 of the constitution in
accordance with the terms of their portfolios at paragraph (b) and (q) respectively.

1.2

There is an exempt annex attached to this report that is NOT FOR PUBLICATION by reason
of paragraph 3 of Schedule 12A of Part 1 of the Local Government Act 1972 because it
contains commercially sensitive information. The public interest test has been applied to
the information contained within this exempt annex and it is considered that the need to
retain the information as exempt outweighs the public interest in disclosing it. To release
the business case for the acquisition with financial assessment would jeopardise
negotiations which are ongoing.

2.

TIMESCALES

Is this a Major Policy
Item/Statutory Plan?

3.
3.1

NO

If yes, date for
Cabinet meeting

N/A

BACKGROUND AND KEY ISSUES









St Michael’s Gate is an estate of 72 houses that Peterborough City Council currently
leases from Stef and Philips Ltd for temporary accommodation (TA). PCC’s current
lease comes to an end on 1st November 2019 and there is an opportunity to either
renew it or purchase the freehold.
The lease to the council offers no statutory renewal rights, as such there is a
significant risk to the council that it could lose this accommodation in the future,
should the landlord not want to renew the lease.
This would have a detrimental impact on the number of homeless households within
the authority. It also means the council is vulnerable to further above market rent
increases in the future.
The lease to the council offers no statutory renewal rights and a purchase will
remove the risk of the lease being terminated by the current landlord or putting
commercial pressure on the council to agree inflated rents.
The council’s strategy is to retain the development in the long term; the purchase of
the freehold will reduce outgoings and spread the cost by taking borrowing at Public
Works Loan Board (PWLB) rates. A financial appraisal is included in the exempt
annex to this report for information, setting out the business case.
The windows of the properties need replacing and the estimated cost is detailed in
the annex. This work needs to be carried out in the near future and it is
recommended that the borrowing covers this additional expenditure.

4.

CONSULTATION

4.1

PCC’s Housing Needs and Financial departments have both been consulted in the drafting
of this report.

4.2

Group Leaders have been consulted

5.

ANTICIPATED OUTCOMES OR IMPACT

5.1

1. This purchase will protect the council from the risk of termination of the lease in
future which would make a significant number of households homeless.

2. The council will make savings against its current outgoings and secure the long term
future of this housing development.
3. It will protect the council from future rent increases in a situation where the council
is commercially vulnerable.
6.
6.1

REASON FOR THE RECOMMENDATION




Removing a major risk of households being made homeless in the future.
The acquisition protects the council from future rent increases and allows outgoings
to be reduced.
The opportunity to acquire housing which can be held within the council’s Housing
Revenue Account. Once the temporary housing situation improves these properties
can be used for social rented accommodation.

7.

ALTERNATIVE OPTIONS CONSIDERED

7.1

Option 1- Renew the lease for St Michael’s Gate for a period of 5 years


This option has been discounted. Leasing would only be appropriate if the council
wanted to retain the property in the short term – say for the next five years. As this
is a longer term hold, purchasing the property will be more economic.

Option 2 – Acquire the freehold of St Michael’s Gate (recommended option)



Buying in the freehold offers benefits in terms of annual run rate savings for the
council.
It protects the council from further rental increases and gives the council complete
control of a block of property which offers practical and economic advantages in
terms of management.

Option 3 – Renew the lease for a period of 3-5 years during which the council acquires
additional freehold properties (of an equivalent value) to be used for TA




There will be dual costs payable as the council continues to lease the
existing properties and finds more property to purchase. It will not be
possible to buy 72 properties in one go and so those dual costs would
continue for an extended period of time until the council was ready to move
the tenants from St Michael’s Gate into newly acquired properties.
As finding 72 properties together would prove difficult, it is more likely the
council would obtain 72 properties spread out over the authority. Whilst the
cost of leasing these would be lower, the management over a disparate area
would be more difficult and the savings would likely be eroded by higher fees.

8.

IMPLICATIONS

8.1

Financial Implications

8.1.1

The council no longer operates a Housing Revenue Account, its housing stock was
transferred to Cross Key Homes in 2004. However it is permissible for the council to hold
residential properties in its General Fund for the purpose of providing temporary
accommodation.

8.1.2

Cabinet has approved a decision to commission a review of the current Housing Strategy
and as part of that work an application will be made to set up a Housing Revenue Account.
Once the Housing Revenue Account is open these properties will be considered for transfer
from the council’s General Fund into the new Housing Revenue Account.

8.1.3

Within the council’s accounts the purchase of the properties will be initially funded through
the Invest to Save budget but will transfer to the HRA on delivery of the HRA business case.
The criteria for use of the Invest to Save budget will be satisfied by the savings made by
ensuring the families currently accommodated within St Michael’s Gate are not made
homeless when the current lease expires. The costs of accommodating these families in
bed and breakfast accommodation have been incorporated into the Business Case in the
exempt annex. The council will have security over its investment as it will retain the
properties purchased and will benefit from any capital appreciation in the value of the
properties.

8.1.4

The Business case, in the exempt annex, demonstrates that the provision of these homes
will generate net savings from 2019/20 for the council when compared to accommodating
these families in Bed and Breakfast accommodation if the council does not purchase or
lease the properties when the current lease expires.

Legal Implications
8.2

N/A
Equalities Implications

8.3

N/A
Other Relevant Implications

8.5

It is proposed that the current managers Stef & Philips will continue to manage the
properties in the short term whilst the council goes through a procurement exercise to find
a supplier.
Carbon Impact Implications

8.6

Works to be done to the building include new UPVC windows and further installation of gas
central heating, both of which will improve the energy efficiency of the properties.

9.

DECLARATIONS / CONFLICTS OF INTEREST & DISPENSATIONS GRANTED

9.1

None.

10.

BACKGROUND DOCUMENTS
Used to prepare this report, in accordance with the Local Government (Access to Information) Act 1985) and
The Local Authorities (Executive Arrangements) (Meetings and Access to Information) (England) Regulations
2012.

10.1

None

11.

APPENDICES

11.1

Appendix 1 (EXEMPT) - business case for the acquisition with financial assessment.

