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1. Executive Summary

1.1 This report is seeking approvals to procure expert professional services which
will enable the Council to move forward expediently with the development of a
masterplan and planning applications for Canning Town.

1.2 This report sets out the proposed planning and delivery framework, including
financial implications, for the Canning Town regeneration programme. This
framework allows for delivery of an early site in line with current (2016-21) GLA
grant funding criteria, which will provide much needed affordable homes and help
secure future grant funding.

2. Recommendations

2.1 For the reasons set out in the report and its appendices, Cabinet is
recommended to agree:

2.1.1 Approval to procure professional services at the overall estimated
cost of £6m to support the preparation of a masterplan, together
with detailed and hybrid planning applications for the Canning Town
regeneration programme (previously referred to as Canning Town
East and location as noted in Appendix 2). The procurement
process will comply with relevant council standing orders and the



proposed routes to market for these procurements, subject to para

5.5 are:
Type of service Estimated | Route to Market
value

Multi-disciplinary £3.625m Notting Hill Genesis

design team Framework

Planning consultant £275k Notting Hill Genesis
Framework

Viability and cost £350k Notting Hill Genesis

control Framework

Multi-disciplinary £150k Crown Commercial Service

property advisory framework

services

Contract consultancy £300k Crown Commercial Service

work framework

Technical surveys £350k For each contract:
Quotations from 3 approved
suppliers

Support services £400k For each contract:
Quotations from 3 approved
suppliers

Contingency (10%) £545k

TOTAL (rounded up) £6m

2.1.2 Delegate authority for the award and entering into contracts on
conclusion of procurement to the Corporate Director of Inclusive
Economy and Housing in consultation with the Lead Member for
Regeneration, Planning and Strategic Housing Delivery and Lead
Member for Housing Services.

2.1.3 To note that a budget adjustment to fund the increase to £6m in the
cost of preparing a masterplan and planning submission will form
part of a future report to Cabinet planned for July 2021 in respect of
Capital Budgets.

3. Background Governance

3.1 By way of summary, the following lists the pertinent decisions previously taken
by Cabinet on this project, as background information.

3.1.1 On 15™ June 2017, re: Custom House and Canning Town
programme, Cabinet approved:

¢ “atotal investment of up to £111m funding to be agreed as part of
the annual budget setting strategy. This is programmed over the
next five years to deliver cleared areas for up to 2,500 new homes,
allow for buybacks from home owners in other areas who wish to
sell early, as well as deliver other regeneration initiatives”
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3.1.2 On 7" May 2019, re: Custom House and Canning Town delivery
approach, Cabinet approved:

e “That the Council would lead as Strategic Master Developer for the
remaining regeneration sites at Canning Town and Custom House
by de-risking these sites for regeneration, gaining planning consent
whilst ensuring full and meaningful resident engagement;

and,

e To use £4.5m of the funding agreed by Council as part of the
Medium Term Financial Strategy in February 2019 to enable the
Council to act as Strategic Master Developer to lead development
proposals and outline planning permission application for Canning
Town East”.

3.1.3 On 9" March 2021, re: Canning Town, Custom House and
Carpenters estate regeneration projects, Cabinet approved:

e The Housing Offer

4. Canning Town Regeneration programme — Strategic Master Developer

4.1 The role of strategic master developer is to set the planning and delivery
framework. Acting as coordinator and strategic decision maker, the Council will
be directing the form and timing of development across the Canning Town
regeneration programme (area noted in Appendix 2). Under this role the Council
undertakes the following activities, which include but are not limited to:

e Determining the best approach to delivery for individual sites or groups of
sites.

e Undertaking due diligence including commissioning surveys, investigating
title etc.

e Obtaining vacant possession through negotiation with current owners and
occupiers and decant strategy for existing tenants

¢ Investigating CPO powers and appropriation.

¢ Negotiation of acquisition price and completing the business case for key
site acquisitions

e Depending on the delivery / construction approach, potentially obtaining
planning consent and/or preparing planning and development briefs.
Deciding on optimal phasing of sites through release to market and/or
contracting directly, including making commercial judgements as to market
conditions and depth of market.



4.2

4.3

4.4

4.5

4.6

4.7

e General development management including monitoring of agreements and
the progress of partners, and delivery on site where directly contracting.

To support the Council in undertaking the activities listed above, the Council is
appointing client-side development management and assurances services.

GLA grant funding is critical to the delivery of affordable homes. In November
2020, the GLA published its funding prospectus for the 2021-26 grant
programme, Homes for Londoners: Affordable Homes Programme 2021-
2026.There are several significant changes relating to how grant can be used
on regeneration schemes including the removal of funding for replacement
homes on estate regeneration schemes. It is deemed by Officers to be
beneficial for the Canning Town regeneration programme to seek GLA grant
funding under the current (2016-2021) GLA grant programme, which has been
extended by a year owing to the pandemic (now ends March 2023). This is
because it permits grant on replacement stock and so it is important to secure
grant for affordable homes that will be built in the first phase. This will allow
existing residents to be decanted to replacement homes in a single move, as
per the Housing Offer.

The proposed Strategic Master Developer strategy to achieve the GLA funding
deadline includes submission of a detailed planning application for the already
cleared site at Vincent Street (previously referred to as cleared site 2a, refer to
appendix 2 for location). The GLA has confirmed this site is not subject to a
Residents’ Ballot to access funding. The number of homes to be delivered will
be developed during the early project stages and will be contingent on the
housing need of residents, should the site be used for decanting existing
residents. The proposed scheme will be brought to Cabinet prior to the planning
permission being submitted. A hybrid planning application for the remainder of
the regeneration scheme would then follow on, after a resident ballot. Both sites
are located within Strategic Site 15 of the Newham Local Plan 2018 (refer to
Appendix 2). This strategy aligns with the planning strategy proposed to Cabinet
in May 2019, without the inclusion of the vacant site to the west of the site,
previously referred to as site 11.

The masterplan and landlord offer for the Residents’ Ballot will be co-produced.
This means the Council will engage and work closely with the residents steering
group and in consultation with the wider community.

Officers have carried out a high-level phasing and financial appraisal of the
Canning Town estate regeneration project site and recent updates to the
appraisals demonstrate there are viable delivery options.

The high-level preliminary viability assessment indicates a potential loss owing
to the replacement of existing stock. It is the current intention to continue to
bring forward an initial development for decant as this has greater prospect of
securing grant funding from the GLA. Presently, it has been assessed by
Officers to suggest that this strategy could secure between £14m to £18m of
additional grant should the Council be successful in its promotion of this phase
before March 2023.


https://www.london.gov.uk/sites/default/files/301120_homes_for_londoners_-_funding_guidance-acc1.pdf
https://www.london.gov.uk/sites/default/files/301120_homes_for_londoners_-_funding_guidance-acc1.pdf

4.8

4.9

5.

5.1

5.2

5.3

5.4

5.5

Should this start date not be achievable or the GLA not have funds available,
alternative funding options can be explored. Alternatives include and are not
limited to, utilising land receipts from earlier phases of Canning Town
regeneration or Section 106 receipts. These are limited and would also be
sources of funding for other regeneration schemes such as Custom House and
Carpenters Estate.

The expectation is that costs from this initial phases will be recovered from
surpluses generated in later phases of (re)development. As such there would
be a risk should subsequent phases not take place, the deficit would need to be
funded from the HRA that would otherwise be used on other projects.

Procurement of professional services for the Canning Town regeneration
programme

In May 2019, Cabinet approved the council, as strategic master developer of
the Canning Town regeneration area, to prepare the masterplan and submit a
planning consent. Funding of £4.5m was approved to deliver this from the
previously approved £111m capital budget. Within the Council’s Capital Budget
(approved February 2021), the remaining £74m is budgeted with £10m included
in the current 21/22 financial year and £54m allocated in 2021/23.

This paper seeks approval to procure a range of professional services (refer to
Appendix 1) to deliver a co-designed masterplan and to make the required
planning submissions.

Following a review of the services, the professional services required to deliver
the objectives is now estimated to cost up to £6m. The additional virement of
£1.5m now sought for approval reflects revisions to scopes of services. In some
instances, additional cost is attributable to changes in Building Regulations
which now seek higher building safety and energy conservation targets. This
budget figure reflects current market values and includes contingency. The
additional cost can be made available from current allocated capital budgets,
which were originally approved by Cabinet in 2017 and have been carried
through to the current Capital Budget.

Following Cabinet’s approval to the Strategic Master Developer role in May
2019, Cabinet approval is now sought to commence procurement and delegate
the award of professional service contracts up to a maximum of £6m. The
construction commencement date for the cleared site at Vincent Street is
contingent on timescales imposed by GLA grant funding and the need to avail
of grant in the current round, as per 4.3. Delegated authority to award the
contracts would allow the project to remain on programme to meet this date.

It is anticipated that we will work with a maximum of three frameworks across
the programme. To help support capacity, a contingency list has been
incorporated in the event we were not able to attract bidders as we progress
through the programme. In the event a framework cannot bring the quality of



bids we are expecting, we will utilise our reserve frameworks (see Appendix 1)
to help facilitate wider audiences.

5.6 A draft timeline for commencing key master planning activities is outlined below:

Activity Start Date Target Completion

Commence co - June 2021 August 2021
procurement of
professional services

team

Award contracts October 2021

Co-design masterplan October 2021 November 2022
Cabinet approval for April 2022

delivery approach for
cleared site at Vincent
Street

Submit planning May 2022
application for cleared site
at Vincent Street

Vincent Street start on February 2023
site
Cabinet approval to February 2023

submit planning and for
delivery approach for the
masterplan.

Submit hybrid planning March 2023 November 2023
application for remainder
of site

5.7 To support the procurement of the professional Services contract, the
appropriate internal governance process has been followed. The procurement
process will include residents and will seek to promote diversity, inclusivity and
equality. The procurement process will ensure that services and works
contracts must pay Living wage.

6. Delivering Council Policy and Corporate Priorities

6.1 The Canning Town estate regeneration programme will support Towards a
Better Newham: Our Recovery and Reorientation Strategy and refreshed
Corporate Delivery Plan, under the following Pillars:



6.2

e Pillar 3: The Council will take action so that all residents are supported and
enabled to access work and other opportunities in the new economy

e Pillar 4: The Council will assist our residents to be healthy, happy and safe
so they are supported during times of recession and are able to thrive in the
new economy

e Pillar 5: The Council will create accessible and inclusive neighbourhoods
which will provide residents all of their social, civic and economic essentials

e Pillar 6: We will become London’s greenest local economy

e Pillar 7: The Council will deliver genuinely high-quality and affordable
homes for Newham

A methodology to report outcomes against Council policy at relevant Gateways,
will be developed with the Residents’ Steering Group and the appointed
masterplan team.

7. Alternatives Considered

7.1

To help facilitate the pace of this programme it is intended to utilise frameworks
for the key procurements (refer to Appendix 3). This strategy has been
assessed by Officers and has been identified as the best compliant
methodology to support the project timescales. Officers will seek to ensure
opportunities for diverse practices are included in the procurement process. In
the event the chosen framework could not support procurement of a particular
service it is proposed the council would undertake an options appraisal as to
suitable alternatives. The council does not have the in-house capacity or skills
to deliver the services internally.

8. Consultation

8.1

8.2

Mayor Rokshana Fiaz, Lead member for Regeneration, Planning and Strategic
Housing Delivery was consulted on 5" March 2021.

The Lead Member for Finance and Corporate Delivery and the Lead Member
for Housing Services will be consulted on 15" April 2021.

9. Implications

9.1

Financial Implications

9.1.1 The Report recommends approval to procure professional services to produce a

masterplan for the Canning Town regeneration area.



9.1.2The budget agreed by Council in February 2021 included funding for
progression of the redevelopment of Canning Town and Custom House of
£74.1m

9.1.3The report notes that increasing the budget for masterplanning and the
planning applications from the existing £4.5m to £6m for the professional
services necessary to support the production of a masterplan will be considered
as part of a Report on Capital Budgets planned for Cabinet in July 2021

9.1.4The HRA business plan agreed by Cabinet in December 2020 included funding
for the initial elements of the programme. Subsequent versions of the plan and
the Council Medium Term Budget Strategy will need to be updated to reflect the
impact of progressing the scheme, which would require budget provision for the
market element of any development if the Council is funding part or all of this.

9.1.5Funding for the continued buyback and assembly of land at Canning Town is
included in the budget agreed by Council in February 2021. Further work on the
resident decant strategy will be undertaken as part of the master plan process
and any further budget requirements will need to form part of the Council
Medium Term Budget Strategy if the scheme is to proceed.

9.1.6 Viability of the scheme will be established before the scheme can proceed, and
more detailed financial analysis will be undertaken as the Master Plan is
developed. The initial phase of the project may be eligible for GLA grant,
although this is not yet secured.

9.1.7 The early phase of the scheme assumes start on site before March 2023, with
GLA grant based on the current grant level of £100k for affordable and £28k for
Shared Ownership. Subsequent phases assume grant as part of the revised
GLA funding programme at the same levels, which has yet to be confirmed. The
initial phase of the project does not include for sale units and as a consequence
would require additional subsidy which would be recovered via returns
generated from later phases. The development will take place over a period
extending to March 2033.

9.1.8 The initial analysis indicates that the development requires changes to become
viable overall, and at present debt would not be repaid until 57 years after the
scheme commences. The assumption in the analysis is that after the initial
phase, affordable and market schemes will be developed to an identical
profile across the initial phases of the development, which would limit the scope
for cross subsidy.it would be possible to use HRA balances to meet any
shortfall, and to replenish balances from surpluses made on private sales.
Average sales values for the market element of the scheme would need to be
between £495k to £524k,depending on the level of shared ownership sales. If
the Council were to self-deliver, this would require taking sales risk, either
directly or via Populo and risks will be a key element of determining the delivery
options. There is a need for significant and on-going sensitivity analysis to
assess the impact of inflation, interest rates, rents, valuations, construction
costs, etc. as viability assessment is likely to vary at during different periods of
economic cycles.



9.1.9 Should the planning application be refused, the redevelopment of the initial
phase of the estate scheme may not go forward as proposed and an alternative
would be required. The costs involved in the preparatory work would be at risk.

Overall scheme viability

9.1.10 The initial work undertaken on the viability of the estate redevelopment is
based on a 50% London affordable rent and 50% Private Sale mix,
supplemented by provision of infrastructure, commercial and community
space. The scheme is at a very early stage and there remain a number of
aspects to be informed by the masterplan design process.

9.1.11 Further viability modelling and risk assessments will be undertaken as the
detailed design for the initial Vincent Street phase and overall Masterplan
proposals evolve and will be brought back to Cabinet ahead of any planning
application being submitted.

9.2 Legal Implications

9.2.1 The Council has a statutory duty under Section 8 of the Housing Act 1985 to
consider housing conditions in its district and the needs of the district with
respect to the provision of further housing accommodation. These duties can
be coupled with the Council’s general power of competence under Section 1
of the Localism Act 2011, which gives the power to do anything an individual
can do, subject to any statutory constraints on the Council’'s powers. The
recommendations in this report are in keeping with this power.

9.2.2 The procurement of Service contracts are caught within the meaning of Public
Contracts Regulations 2015 (as amended). As such they must be procured
through a competitive process. Regulation 33 permits the Council to utilise
suitable frameworks to run such competition and award the public contracts.
Due to the programming of the large project officers recognise that the market
conditions may change and as such officers have appraised other lawful
contingency framework routes to market as would be determined should the
first preference prove unavailable at the relevant time.

9.2.3 Delegated authority decisions to award and enter into contracts, are permitted
under the Council’s Constitution and Contract Standing Orders (“CSO”), and
must be in accordance with the Chief Officer Scheme of Delegation and /or a
specific delegation to an Officer of the Council as per Section 101 of the Local
Government Act 1972. The award decisions will be Key Decisions under the
Constitution and CSO, and subject to the relevant scrutiny as applied to such
Key Decisions.

9.2.4 The JCT form of contract with LBN amends, is a suitable contract format to be
considered in the matters listed, the final contract format to be determined by
the Director of Legal and Governance.

9.2.5 Comments provided by Legal (Siobhan Fry, Momtaz Begum)



9.3 Equalities Implications

9.3.1 Under section 149 of the Equality Act 2010, the Council has a duty when
exercising its functions. This includes to have “due regard” to the need to
eliminate discrimination, harassment and victimisation and any other conduct
prohibited under the Act and advance equality of opportunity and foster good
relations between persons who share a protected characteristic and persons
who do not. This is the public sector equality duty. The protected characteristics
are age, disability, gender reassignment, marriage and civil partnership,
pregnancy and maternity, race, religion or belief, sex and sexual orientation.

9.3.2 “Due regard” is the regard that is appropriate in all the circumstances. The
weight to be attached to each need is a matter for the Council. As long as the
council is properly aware of the effects and has taken them into account, the
duty is discharged.

9.3.1 A full EqIA was completed for the 2019 Cabinet paper to ensure any equality
and cohesion issues arising from the redevelopment proposals could be
identified and mitigated accordingly.

9.3.2 A housing needs survey will identify specific housing needs of residents who
will be re-housed within the regeneration scheme under the terms of the
Housing Offer, including those currently living onsite and those with a right to
return. These needs will be accommodated in the phased delivery and decant
strategy to ensure no group is disadvantaged.

10 Background Information Used in the Preparation of this Report

10.1 Checkpoint Panel Response
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