	Executive
	Agenda Item: 9

	21 July 2011
	Merstham Estate Local Centre Planning Framework and Merstham Community Hub



	
	REPORT OF:
	HEAD OF POLICY, REGENERATION AND PROPERTY 

	
	AUTHOR:
	Justine Chatfield, Merstham Regeneration Project Manager

	
	TELEPHONE:
	01737 276084

	
	E-MAIL:
	Justine.chatfield@reigate-banstead.gov.uk

	
	TO:
	EXECUTIVE

	
	DATE:
	21 July 2011

	
	EXECUTIVE MEMBER:
	COUNCILLOR MRS N.J. BRAMHALL

	

	KEY DECISION REQUIRED:
	YES 

	WARD (S) AFFECTED:
	Merstham

	

	SUBJECT:
	MERSTHAM ESTATE LOCAL CENTRE PLANNING FRAMEWORK AND MERSTHAM COMMUNITY HUB

	RECOMMENDATIONS:
1. The draft Merstham Estate Local Centre Planning Framework be approved for public consultation.
2. The Head of Policy, Property and Regeneration, in consultation with the Executive Member for Priority Places, be authorised to make any necessary minor amendments to the consultation document prior to its publication. 
3. The continued active support for the regeneration of the centre of the Merstham Estate, and the creation of a sustainable community hub be endorsed.
4. The following contributions, originally approved at Executive in March 2010 be noted:
· £570,000 New Growth Points (£520,000 + 10% contingency),  
· £200,000 S106 (£180,000 + 10% contingency), and 
· £50,000 RBBC capital contributions. 
5. The principle to reinvest the capital receipt from the sale of the Iron Horse site (net of Council costs incurred since acquisition in late 2009) into the overall Merstham regeneration scheme be agreed, in order to support the overall scheme’s financial viability and strengthen deliverability. This agreement is on the basis that a further report will be brought to Executive in February 2012 confirming the level of capital receipt reinvestment necessary to ensure the overall scheme’s successful delivery.
6. The principle to the waiving of up to 100% of the clawback due under the terms of the Council’s clawback arrangements with Raven Housing Trust entered into at stock transfer, be agreed in respect of the sale of land owned by them at Purbeck Close, Portland Drive and “the triangle” site (see Annex 2 for site plan), in order to support the overall scheme’s financial viability and strengthen deliverability, on the basis that a further report will be brought to Executive in February 2012 confirming the extent of clawback waiving necessary to support the overall scheme’s successful delivery.
7. It be noted that the Planning Framework proposes that the:
· level of S106 planning contributions levied on the development will be determined with close regard to the overall viability and deliverability of the scheme. (This approach is applicable to any development scheme which the Council is in favour of where the viability is marginal).
· Council will not require the usual level of affordable housing in the residential development, as set out in the draft Planning Framework.
8. The proposal that the new hub be managed by the Merstham Community Facilities Trust, and owned once open, at least in the short term, by Surrey County Council, be ratified and that the Chief Executive, in consultation with the Leader of the Council, be authorised to agree any revisions to the proposals for ownership and management which may subsequently arise. 
9. The Head of Service for Policy, Regeneration and Property, in consultation with the Legal Services Manager, is authorised to undertake preparatory work for a legal agreement with Raven Housing Trust and Surrey County Council relating to the procurement of the proposed community hub, on the basis that a further report will be brought to Executive in November 2011 seeking authority to sign the draft agreement .

	REASONS FOR RECOMMENDATIONS:
The regeneration of the Merstham estate is a key corporate priority.  Consultation on the Merstham Estate Local Centre Planning Framework will enable the local community to be engaged in the planned redevelopment.  The Framework itself will give private sector developers confidence that the scheme can be delivered in planning terms, thereby helping to make the scheme financially viable.  The Council’s financial contributions to the hub, and in principle to the wider regeneration scheme, demonstrate our role as community leaders, and are key to helping to secure the successful delivery of this complex regeneration scheme. Approving the recommendations will enable the continued development of the overall scheme to the point where its overall viability and deliverability can be confirmed. 

	EXECUTIVE SUMMARY:
This report sets out the ambitious redevelopment proposals being pursued for the centre of the Merstham estate by the Council in close collaboration with Raven Housing Trust.  The report identifies proposals to create a new retail centre, new housing, and a new community hub, and to demolish the existing Portland Drive parade. Raven has already undertaken substantial work to ascertain the potential viability of the overall proposals, and its Board has given authority to commence procurement of a residential developer partner through European procurement legislation. 
The report explains the interdependency between the proposals, which are detailed in the draft Merstham Estate Local Centre Planning Framework (Annex 3). Authority is sought to commence a period of public consultation on this Framework. The Planning Framework, once finalised, will become a material consideration in any planning applications for the sites identified therein, and will in due course be incorporated into the Development Management Policies planning document of the Local Development Framework. 
The report seeks Executive’s agreement in principle to key financial decisions relating to the Iron Horse site and to the Council’s clawback arrangements with Raven Housing Trust (Recommendations 3 and 4). These are decisions in principle, to enable a further report to be brought to Executive once the procurement process is complete. Only at this stage, when clear prices have been obtained from potential developer partners, will it be possible to undertake detailed financial viability appraisal work. This detailed appraisal work will be essential to confirm the requirement for implementing the in principle financial agreements now being sought in recommendations 5 and 6. 
The proposals include the development of a community hub. Executive approved the Council’s contribution to the original hub proposal in March 2010.  The hub proposal has been reworked following the conclusion at Leaders in March 2011 that the original hub proposal could not be delivered, despite the best efforts made to identify a solution for the hub which would have involved all of its original partners. The report (Recommendation 4) notes the financial contributions originally approved in March 2010. The report sets out proposed ownership and management arrangements. A summary of the hub proposal is attached at Annex 4.
Further reports will be brought to Executive at key points in this regeneration scheme, including (i) in November 2011 to seek approval to the Planning Framework, after it has been updated in the light of consultation findings and to seek approval  to a legal agreement between the Council, Raven Housing Trust and Surrey County Council relating to the procurement of the community hub; and (ii) in  February 2012 to seek detailed approval to the financial agreements needed to ensure the scheme’s viability and deliverability. Key milestones for the progression of this regeneration scheme over the next year are identified in Annex 5.

	

	Executive has authority to approve the above recommendations 



STATUTORY POWERS
1. The Council has no statutory obligation to undertake this work but has power under section 2 of the Local Government Act 2000 to take action for the promotion or improvement of the economic, social and environmental well-being of its area. This includes improving service provision and the quality of life in identified regeneration areas. The Council also has general powers under the Local Government Act 1972 to dispose of its land subject, in some cases, to ministerial consent.



ISSUES
Background
2. Merstham, given its levels of social need and deprivation, is one of only four priority areas identified by the Surrey Strategic Partnership, and is identified as a regeneration area within the Council’s Corporate Plan. In May 2010, Executive endorsed the Merstham Estate Regeneration Plan (Annex 1) which sets out objectives for the regeneration of the estate, including physical regeneration objectives.
3. The Council has been working for some time to try to enable the provision of a new community hub for the estate, and more recently, has been working closely with Raven Housing Trust, to progress Raven’s proposals for substantial housing redevelopment in the core of the estate.  
4. In March 2010, Executive received a report regarding the proposed community hub. At that time, the proposed hub included community facilities, a library, the Church of the Epiphany and the Moat House Surgery. Executive approved the contribution of up to: £570,000 (£520,000 plus 10% contingency) of New Growth Points funding, £310,000 (£280,000 plus 10% contingency) of s106 capital grants, and a Council contribution of £50,000 from within the approved Capital Expenditure Programme. Recommendation 4 of this report is for Executive to note these financial commitments, apart from £110,000 of s106 capital grants, as the £110,000 (£100,000 + 10% contingency) related to a housing pot of s106 funding which is not applicable to the 2011 hub proposal. 
5. In summer 2010, NHS Surrey decided that it was not in a position to make the necessary revenue commitment to enable the Moat House Surgery to be part of the scheme. At this time, the Council and Raven Housing Trust were working with GVA to undertake a Future Options Study to examine the impact of a potential new food store on the estate. This Study arose as a result of a recognised deficiency in affordable fresh produce on the estate, coupled with a need to improve the long term economic sustainability of retail provision on the estate. 
6. During the autumn and winter 2010-11, the Council and its partners reviewed the options for the hub, including the potential to integrate the proposal for a new food store into a smaller hub.  Complementing this, Raven Housing Trust initially commissioned architects to examine ways of refurbishing the Portland Drive parade (shops and flats), and ways to rationalise the number of retail units in the parade. It soon became apparent that the costs associated with refurbishment were on a par with those to demolish and redevelop the parade, with the refurbishment option still leaving a number of the structural problems and reputational issues of the parade. Raven Housing Trust therefore decided to revisit the potential to redevelop the parade, a version of this option having previously been explored in 2004/05.
7. Whilst every effort was made to identify an alternative solution for the hub which would involve all of its original partners, in March 2011, the Council concluded that a viable and deliverable solution did not exist involving all the original hub partners, and that it would focus on successfully delivering a community hub at a reduced scale, alongside supporting Raven to progress their ambitious redevelopment proposals. 
The proposed regeneration scheme
8. The proposed regeneration scheme involves a number of key sites at the centre of the Merstham estate. The proposed sites and their uses are identified in Annex 2. The proposals can be summarised as follows:
a. A new small food store and 4-6 additional retail / service units on the triangle site, possibly with private residential above.
b. A community hub, including relocated Merstham library, either on the Iron Horse site with residential above, or co-located with the retail development on the triangle site.
c. New housing development in Portland Drive, Purbeck Close and on the vacated library site. 
9. Raven Housing Trust has already undertaken substantial work to ascertain the potential viability of these proposals, and its Board has given authority to commence procurement of a residential developer partner through European procurement legislation. 
10. Raven has also identified substantial environmental and highway improvement works which would need to be undertaken if the core of the estate were to be transformed. These focus on Nailsworth Crescent, the junction of Portland Drive and Bletchingley Road, and Hildenley Close. These sites are identified in Annex 2. 
11. The financial viability and the deliverability of the overall regeneration scheme is such that the residential or the commercial redevelopment proposals could not be pursued in isolation. The financial viability cannot be guaranteed until Raven has received returned tenders and a potential developer partner has been identified. Therefore, this report sets out the proposals as they currently stand. It seeks the Executive’s in principle approval in relation to clawback and to the reinvestment of the Iron Horse receipt. A further report will be brought to Executive in February 2012 to seek detailed approval to the financial agreements sought of the Council by Raven to ensure the scheme’s viability and deliverability. 
12. The overall regeneration scheme supports the delivery of objectives in the Corporate Plan 2011-15, the emerging Core Strategy and the Merstham Estate Regeneration Plan.
The Merstham Estate Local Centre Planning Framework
13. The Merstham Estate Local Centre Planning Framework (Annex 3) is being prepared in advance of the Council’s Development Management Policies planning document but will eventually form a chapter within that document. The draft Framework sets out the Council’s preferred options for physical regeneration in the core of the Merstham estate, centred on Portland Drive. It identifies land uses which, once adopted, will be viewed as acceptable by the Council for future development, and demonstrates the interdependency between the sites in terms of acceptable uses and in terms of financial viability.
14. Recommendation 1 is that the Planning Framework is approved for public consultation, which is scheduled for August and early September. This will include a presentation to Planning Committee. A further report will be brought to Executive in November 2011 to seek approval to the Planning Framework, after it has been updated in light of consultation findings. The following paragraphs set out the proposed future land uses in the core of the estate, as detailed in the draft Planning Framework, if financial viability is confirmed and the scheme goes forward to be implemented. 
Commercial development
15. The Framework proposes that the triangle site be used for a small food store (circa 420m2) plus approximately 4-6 additional retail / service units (each circa 90m2).
16. The development of a new food store on the estate would provide much needed improved access to fresh food, thereby helping people to be able to lead healthier lifestyles, and attracting more local people to do at least part of their shopping on the estate.  The additional retail / service units would provide accommodation for other key estate services. 
17. The new retail units would be developed in Phase 1, thus enabling decanting of appropriate businesses from the existing Parade directly into the new retail units. 
Proposed community hub 
18. The purpose of the proposed community hub would be to create a purpose built space from which community activities and services can be provided. The creation of a purpose built space would maximise the amount of provision that can be offered to the local community within the resource constraints of all the providers operating on the estate currently and in the future. It would (i) enable the provision of co-located and new services in one of the Council’s regeneration areas and one of four priority places identified in Surrey (ii) facilitate greater efficiency in the delivery of those services and (iii) be of significant benefit to local residents as outlined below.
19. The proposal is for the hub to provide a reception / internet café, the Merstham library, space for training and other project activities, space for confidential advice and interviews, and a multi-agency office. The Council, Surrey County Council, and Raven Housing Trust would all use the hub as a key venue for their services on the estate. It would enable training and support opportunities to be offered to local people, in particular more vulnerable local people, some of whom have complex support needs. It would support the Council’s objectives of self-reliance and of helping local people to achieve their economic potential. 
20. The proposed hub would effectively enable an expansion of the services currently available at the Merstham Community Facility, 44 Portland Drive, alongside co-location with Council, Raven and Police services currently operating from the Merstham Help Shop, and co-location with the library. It is recognised that professional services are likely to benefit from co-location within one building, enabling shared approaches to be developed between agencies and better co-ordinated service delivery to local residents. 
21. It is proposed that the hub would be run by the Merstham Community Facilities Trust (MCFT), which runs the existing Merstham Community Facility on Portland Drive. The Trust is a local charity, focused on the estate, making it ideally placed to develop and deliver services tailored to the specific needs and priorities of local people.
22. It is proposed that the hub would be owned once opened, at least initially, by Surrey County Council, with a lease to the Merstham Community Facilities Trust for the non-library elements of the building. This arrangement would provide the confidence that the asset will be owned by a partner with an established track record in managing property, but should not preclude the asset ownership being transferred in full to the Merstham Community Facilities Trust at a later date.  The details of such an arrangement need to be worked through, although both SCC and MCFT have indicated that this arrangement would be acceptable.
23. One option is for the hub to be located on the Iron Horse site, on the corner of Portland Drive and Bletchingley Road, with residential development above. An alternative could potentially be to co-locate the hub development with the retail development on the triangle site.
24. The community hub would be built in Phase 1, to enable the services currently operating from the Help Shop, the Merstham Community Facility and from the library to directly relocate into the new hub. It is proposed that the hub is built as part of the development arrangements overseen by Raven Housing Trust, the detailed procurement and delivery for which have yet to be worked through. Authority for the Council to undertake preparatory work prior to entering into a legal agreement for the hub’s procurement (between Raven Housing Trust, the Council and Surrey County Council) is now sought.  This agreement will be presented to Executive in November 2011 for approval.
25. A summary of the hub proposal can be found at Annex 4.
Proposed residential development
26. The Framework proposes that new housing is developed in Purbeck Close, in Portland Drive (on the site of the existing Parade), on the Iron Horse site (potentially above the hub) and on the library site. It also suggests that it may be acceptable to develop flats above the new retail units on the triangle, although this would only be considered if necessary to secure the viability of the scheme. 
27. Importantly, the new housing would be predominantly private housing for sale as opposed to affordable housing and would result in a change in the ratios of private sale to affordable housing, assist in improving Merstham’s ranking in the Index of Multiple Deprivation, and increase income levels on the state thus improving the viability of the proposed shops. The change of tenure balance is necessary to enable the scheme to have the potential to be financially viable in an area where house values are below average and government subsidy for affordable housing is limited / non-existent. There is clearly a balance to be struck here between the benefits of delivering this regeneration scheme for those continuing to live on the estate into the future, and for new residents, and the need to ensure affordable housing is provided in the borough to those in need. Raven Housing Trust’s Board, as a Registered Provider, is acutely aware of this issue and that the scheme will lead to a gross loss of 70 affordable homes. It is supporting progression of the scheme providing that every effort is made to deliver up to 20 new affordable homes across the new developments. 
Timescales
28. There is a clear sequence of events which needs to be worked through to get to the point where the proposals outlined in the Planning Framework will definitely come to fruition. A summary of the key dates can be found at Annex 5.
OPTIONS
29. The Council has no obligation to support the proposed redevelopment and / or the community hub project on the Merstham estate. The area is, however, recognised as a priority for investment by the Council and our partners.
30. There are three options to consider:– (i) confirm the support required for the scheme and the in principle financial commitments set out in the recommendations, (ii) confirm the support required for the scheme but not the in principle financial commitments set out in the recommendations, or (iii) withdraw support for the scheme. Option (ii) would render the scheme not financially viable, and therefore unable to progress. Option (iii) does not deliver the improvements sought for this priority area.
31. Option (i) is therefore the recommended way forward. By only providing in principle financial commitments at this stage in relation to the potential reinvestment of the Iron Horse receipt and in relation to the waiving of clawback arrangements with Raven Housing Trust, the Council retains the ability to scrutinise the need for these financial commitments when the point in the procurement process is reached where the prices offered by developers are clear. The Council also retains the opportunity to fully assess the legal and other risks of the overall regeneration scheme. 
RISKS
32. The key risk is that the overall regeneration scheme does not prove to be financially viable. This would only become apparent once the procurement process has been well advanced. Given the complexity and duration of procurement through the European Journal, this point will not be reached until early 2012. 
33. Equally, there is a risk that this real opportunity to fundamentally change the core of the Merstham estate could be missed if the proposals are not supported as recommended in this report. By supporting the continued development of this regeneration scheme, the Council will give this opportunity the chance to potentially come to fruition. 
34. It is not possible to delay placing these regeneration proposals in the public domain until such a time as there is certainty that they can be delivered. This inevitably therefore creates a risk that community expectations will be raised and not met. However, both the Council and Raven are acutely aware of this risk, in particular given previous proposals to regenerate the core of the estate, and are working closely to devise and implement a communications plan where the dependency of deliverability on prices from developers is made very clear. 
35. There is also the risk that a partner withdraws from the scheme before it is implemented. This risk is being minimised through close dialogue between partners at both Officer and Member levels. 
36. There is a modest risk that it may be necessary to use compulsory purchase powers to support delivery of the scheme and this would involve further costs and delay.
LEGAL IMPLICATIONS
37. The report sets out a number of legal elements and the outline legal position is correct. However each of the main issues shall require ongoing specific and specialist legal advice to ensure compliance is achieved as the detailed elements of the project are confirmed. 
FINANCIAL IMPLICATIONS
38. The proposed regeneration scheme relies heavily on private sector investment. As such, the finances of this scheme are presented in Annex 6, in the confidential part of the agenda. This includes the justification for both the proposed reinvestment of the Iron Horse site capital receipt (net of Council costs incurred since acquisition in late 2009), and for the proposed waiving of up to 100% of clawback arrangements with Raven Housing Trust entered into at stock transfer. We will expect Raven Housing Trust to adopt an open book approach to the development, thereby enabling us to ensure that these financial arrangements continue to be necessary to ensure the scheme’s viability. 
39. The net impact on the Council’s funds (apart from the loss of potential clawback and the loss of part of a capital receipt from the disposal of the Iron Horse site) is a capital contribution of £50,000 towards the Help Shop provision in the new building – which has the benefit of reducing our revenue expenditure by approximately £5,000 per annum in perpetuity. Contributions of New Growth Points funding and s106 contributions are also incorporated in the overall budget.
EQUALITIES IMPLICATIONS
40. The Merstham Community Facilities Trust, the Council, Surrey County Council, Raven Housing Trust, adult learning providers and other agencies will provide a range of services and activities from the new hub. These will be directed towards residents with learning needs and other vulnerable groups, and will be subject to an equalities impact assessment when the hub’s programmes and activities are developed.
CONSULTATION
41. If authority to consult on the Planning Framework is secured, a public exhibition will be prepared and located on the estate for several weeks from August – mid-September 2011 . The exhibition will be staffed on advertised dates and times, giving local stakeholders the opportunity to comment on the proposals and help to shape certain elements. A detailed Communications Plan has been prepared jointly by the Council and Raven Housing Trust. 



42. A key component of the exhibition will be to ensure that stakeholders understand (i) how the current proposal differs from Raven’s 2004/05 proposals which were not viable, and (ii) that whilst these current proposals have a much greater chance of being delivered than any previous proposal, ultimately they are dependent on the prices offered by potential private sector partners, which will not be known until early 2012.
POLICY FRAMEWORK
43. The Merstham Estate Regeneration Plan (Annex 1) was endorsed by Executive in May 2010. This summarises the key deprivation indices, community development activities currently being undertaken and an action plan to improve service delivery in the area. The development of a community hub will greatly enhance the scope to achieve the objectives set out in the Merstham Estate Regeneration Plan by providing a purpose built space from which many of the estate’s frontline services can be delivered.
44. The Merstham Estate Local Centre Planning Framework sets out emerging planning policy, complementing the emerging Core Strategy. Longer term the Framework will become integrated with the Development Management Policies Planning Document. 

	Annexes:
	


Annex 1: Merstham Estate Regeneration Plan
Annex 2: Map of key sites and proposed uses
Annex 3: Merstham Estate Local Centre Planning Framework
Annex 4: Summary of hub proposal
Annex 5: Key dates
Annex 6: CONFIDENTIAL – Financial viability
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