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Introduction by Mayor Rokhsana Fiaz OBE and Cllr Shaban Mohammed

From the outset of the administration and since 2018, we set out a commitment to
change the way the Council approached regeneration schemes it was leading across
the borough, to ensure that the principals of co-production and co-design, alongside
the involvement of residents was central to our approach. This has been the approach
adopted through the Custom House regeneration programme, Carpenters Estate and
now Canning Town.

In this paper to Cabinet we continue to demonstrate that the model of co-production
and co-design with residents remains central as we progress with Council-led estate
regeneration for our people in Canning Town.

This report follows a decision by Cabinet in June 2021 to approve the appointment of
an architect-led designteam to co-designthe masterplan and to make preparations to
kick start the wider ambitious restoration and regeneration programme for the area set
out in this report.

Alongside detail of the masterplan principles which are a key part of our vision for the
future of Canning Town, this report presents the proposals for the first phase of delivery
at Vincent Street. We are proposing to deliver 147 good quality, genuinely affordable,
sustainability built homes.

It is another demonstration of how we are getting stuff done as part of our mission to
tackle the housing crisis in Newham, deliver for residents in Canning Town and quite
literally how we are building a fairer Newham and we commend this report to Cabinet
for approval.

1. Executive Summary

1.1 This report is seeking approval of the masterplan principles for the Canning Town
Estates regeneration scheme along with approval to accelerate delivery of Vincent
Street as phase 1 to kick start the regeneration and restoration of the Canning
Town estates. By submitting a detailed planning application for Vincent Street
ahead of the outline masterplan demonstrates the commitment of the Council to
this scheme and will move the regeneration and restoration project forward more
quickly, allowing the completion of a co-designed masterplan and the resident
ballot to be progressed simultaneously and enabling delivery of up to 149 new
affordable homes at social rent levels our people in Newham can afford.

1.2 Following cabinet approval in June 2021, an architect-led design team has been
procured and since their appointment in January 2022 have been co-designing
with residents and preparing the masterplan, together with detailed designs for
Vincent Street.

1.3 Atthe same cabinet meeting in June 2021, itwas reported the Council would seek
to achieve the GLA funding deadline under the current (2016-2021) GLA Building
Council Homes for Londoners (BCHFL) grant programme and this includes
submission of the detailed planning application for Vincent Street. Additionally, to
support the attainment of this target, Cabinet is also asked to approve the



commencement of the procurement process to select a main contractor for the
Vincent Street scheme.

2. Recommendations

2.1 Forthe reasons set out in the report and its appendices, Cabinet is recommended

to:

211

212

2.13

214

2.15

2.1.6

Note the direction of travel presented in the Key stage 1 masterplan
design report (Appendix 1) and, approve the masterplan design
principles for Strategic Site 15 as set out in para 4.5,which are to be
the foundation for the outline masterplan for Canning Town Estates
regeneration and will support the Vincent Street (phase 1) planning
submission;

Approve the submission of a detailed planning application for Vincent
Street as phase 1 of the masterplan;

Approve the Director of Community Wealth Building to work with third
parties within the strategic site and outside of current development
boundary to promote the masterplan which seeks to secure a
comprehensive regeneration scheme;

Approve the reallocation of the existing £33.9m budget for Canning
Town estates in accordance with Section 6 of this report;

In the event grant funding is not agreed with the GLA, approve the
use of Right to Buy receipts to fund the Vincent Street scheme so as
to continue to enable the delivery of new affordable housing to kick
start Canning Town regeneration;

Approve the procurement arrangements for a design and build
contract for Vincent Street (phase 1) and delegate authority to the
Corporate Director for Inclusive Economy and Housing Delivery, in
consultation with the Lead member for Inclusive Economy, Housing
Delivery and Climate Emergency and Transformation and
Performance; alongside the Lead member for Housing Services to
award the successful contractor(s):

-Preferred contractor status; and

-the first stage pre-construction services agreement for Vincent St,
subject to the cost not exceeding a budget of £3.5m which is to be
funded, subject to 2.1.4 above, within the allocated capital budget.

3. Background Governance

3.1

In May 2018 the administration under the leadership Mayor Fiaz set a detailed
planning strategy process evolved to reflect the administration’s new approach
to regeneration schemes, involving local residents through co-production and
co-design. In May 2019 Cabinet agreed to shift away from an area-wide single
public/private joint venture model and instead adopt the role of Strategic Master
Developer for the Canning Town and Custom House regeneration programme.
Investment of up to £111m was approved by Cabinet across Canning Town and
Custom House to allow for buybacks from home owners in other areas who wish
to sell early, as well as deliver other regeneration initiatives. This approach gives
the Council and residents greater control over the future redevelopment of
homes, in line with Community Wealth Building principles of the administration
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3.2

3.3

and its Inclusive Economy strategy where the value of regeneration has to
benefit the community.

As Strategic Master Developer the Council 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
estates.

The Canning Town estates area, as originally defined in 2016 and 2017, is set
out inthe diagram below. Development areas 11, 2 and 1b equate to the Canning
Town estates (which corresponds with strategic site S15 as set out in the
Newham Local Plan 2018). Earlier phases depicted by areas 7, 1C, 1A and 3,
have already or are in the process of being delivered under previous agreements
entered into with Linkcity and others, by the former administration. Mayor Fiaz
and her administration recognises that the earlier phases haven't sufficiently
benefitted Newham residents, specifically inthe delivery of genuinely affordable
homes at social rent levels or a regeneration vision and approach that has been
involving oflocal residents and businesses and in line with the Council’s inclusive
economy and Community Wealth Building intent.
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3.4 Since the approval to procure a design team in June 2021, the Council’s

Community Wealth Building estate regeneration team and appointed design
team, led by Jestico & Whiles (JW) have been working closely with residents,
including the Canning Town Resident Steering Group (CTSG) to enable them to
positively influence and meaningfully affect the concept and design of the
masterplan, in line with this administration’s commitment to involve residents in
the co-production and design of regeneration schemes.



3.5 This report sets out detail on the masterplan and the key principles for agreement

and further seeks approval to implement a delivery strategy which will accelerate
up to 149 new affordable homes at social rent levels our people in Newham can
afford and seek to secure c. £15m of grant funding from the GLA. If the GLA
does not approve this funding, Cabinet is asked to approve the use of existing
Right to Buy receipts to fund the Vincent Street scheme. The report also sets out
detail for approval to procure early contractor selection. Finally Cabinetis asked
to approve the re-allocation of the approved budget.

4. Canning Town Regeneration programme — Masterplan principles

4.1

4.2

4.3

4.4

4.5

4.6

The Canning Town Estates Regeneration programme is situated within Strategic
Site 15, allocated in Newham Local Plan 2018. This allocation requires a set of
site specific masterplan principles that will ensure good and cohesive place
making underpins any development proposed across the Strategic Site.

JW’s architect-led design team have been working with officers and their client-
side advisors Mace, to undertake a series of design reviews to assess the
feasibility and viability of multiple masterplan design configurations.

Extensive co-design, consultation and engagement with the Residents Steering
Group, wider community and ward councillors has been happening regularly with
arange of events and contact sessions taking place in April, May, June and July
2022.

The masterplan principles reflect a range of wider corporate priorities which have
been set out in the Councils current corporate plan, towards a better Newham
and the new Corporate Plan which is currently in development. Specifically it
addresses the commitment to creating 15 minute neighbourhoods by improving
connects to Canning Town centre and promoting healthy and active lifestyles
through improving green spaces to make them more usable for residents.

Additionally, the JW design team have commenced a Project Planning
Performance Agreement with the Local Planning Authority (LPA) and have
consulted with the Design Review Panel, Environmental Agency, Lead Local
Flood Authority and Transport for London during the development of the
masterplan principles and Vincent Street design. The output of this early
feasibility and scenario testing is set out in detail in the Key Stage 1 report
(Appendix 1) and identifies the broad deliverables, which could include:

- Options that deliver up to 1,750 new homes,
- Options to deliver retrofit and new build

- Options that explore improvements to cross the A13 and better connect the
north and south estates and high street

- Designs which promote the east / west link with Hallsville Quarter to create
strong connections

Additionally, the Key Stage 1 report establishes the masterplan principles. These
set the framework for connectivity, legibility, density, retention of existing trees
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4.7

4.8

4.9

and built heritage and distribution of public open space. The purpose of the
masterplan principles is to encapsulate delivery expectations and any proposed
development on any part of the masterplan site must comply with these over-
arching principles. These are summarised as:

- Establishment of primary routes for connectivity including an east-west route
between Hallsville Quarter and Custom House and a north-south route
connecting Barking Road to a new central green space and on to Kier Hardie
recreation ground

- Creation of an accessible public green space

- Removal of some existing buildings to create legible streets that connect to
the surrounding area, with proposed development plots that can either have
some retention or compete new build

- Acknowledgement of the historic context and character at the Chapel of
St.George and St.Helena at former Dockland Settlement no.l, currently
occupied by River Christian Centre.

- Retention of existing quality trees and incorporation into the masterplan
- Mitigation of site specific environmental risk through design
- Phased development with Vincent Street as phase 1

The principles allow for the possibility of further enhancement of the local area by
integration of the masterplan at key points of connection along the strategic site
boundary. It will also serve to inform how development by third party landowners
is brought forward with the masterplan area.

The masterplan principles, once finalised, will also form the basis of the Landlord
Offer, which will be brought to Cabinet for a separate approval no later than
February 2023 with detail of the proposed Resident Ballot.

Further design development of the masterplan, including decant, phasing, tenure
mix strategies and viability will be brought to cabinet for approval prior to
submission of the masterplan outline planning application.



4.10 An indicative timeline is noted below:

Activity Date

Cabinet approval of masterplan | September 2022
principles

Cabinet approval of draft Landlord | February 2023
Offer and commencement of Resident
ballot

Cabinet approval to submit Outline | July 2023
Planning Application for masterplan

5. Delivery of Vincent Street (Phase 1)

5.1

5.2

5.3

5.4

5.5

The Vincent Street site is located on an area of cleared land within the masterplan
boundary, see Appendix 2.

The site is not an existing social housing estate and is not subject to a Residents’
Ballot to access funding from the GLA for the provision of affordable homes.

The existing cleared site can deliver about 140 to 149 genuinely affordable
homes at social rent levels our people in Newham can afford with a small
provision of non-residential space and enhanced public realm, whilst also
facilitating vital meanwhile activities including construction logistics, temporary
residents’ parking and social value / community projects. Officers are currently
reviewing how the non-residential space will operate and this could include
providing meanwhile engagement space or community workspace.

Early delivery of Phase 1 offers an opportunity to avail existing grant funding for
affordable homes through the GLA’s current BCHFL programme which is due to
end March 2023. If the scheme is not able to secure approval from the GLA to
claim grant in this programme, Cabinet is asked to approve the use of Right to
Buy receipts to fund the scheme in accordance with recommendation 2.1.5.
Whilst the RTB receipt would have impact on the Council’s ability to deliver
affordable housing elsewhere in the borough, itis a Council priority to regenerate
the Canning Town estate and using this funding would be appropriate to kick start
the restoration and regeneration programme with Vincent Street.

Further detail on the viability of the scheme and the financial implications are set
out in Section 11 of this report.



5.6

5.7

5.8

5.9

5.10

5.11

Officers have carried out a Housing Needs Survey of existing residents living on
the estates in the regeneration area and this has informed the design. The latest
proposals promote family homes, and at least 10% of the homes provided will be
wheelchair accessible.

The designs have evolved with residents through co-design. A number of events
have been held to seek input from residents. The designteam has held dedicated
events on Vincent Street and the CTSG have been supportive of the process and
subsequently the proposals prepared.

The homes provided could be used as part of a decant strategy to support the
delivery of the wider masterplan and this will be reviewed ahead of the publication
of the Landlord Offer.

Procurement

Working with the client advisers Mace, a procurement strategy has been
developed to enable the council to procure a design and build contractor through
a framework procurement exercise for Vincent Street. A further procurement
strategy will be developed to be brought back to Cabinet for approval as part of
the wider Canning Town estates masterplan. The proposed procurement
strategy for Vincent Street is considered the optimal approach, where early
contractor design input will better inform the technical design and construction
logistics, which will help accelerate delivery during the outline masterplan
planning determination period.

A two stage design and build contract procurement will allow the project to be
tendered on a competitive basis using the existing design detail (produced to
support the planning application) and based on an outline price and programme
for the works. The stages comprise:

¢ A pre-construction services Phase (including design and investigatory works to
also include minor enabling/ demolition works) which serves to finalise design
and cost; followed by

e An (optional to the Council) second stage comprising the build and completing
the project.

Whilst the procurement process seeks to secure a preferred contractor for the
Vincent Street site, progression by that contractor to the second (build) stage will
be subject to satisfactory completion of the PCSA first stage, including approval
of the proposed final design and finalised quoted costs. A capital budget for
delivery will also need to be approved. The PCSA stage 1 Phase includes fees
that are payable to the contractor for pre-construction services and design fees.
The contractor's role under the stage 1 PCSA is effectively a consultancy role,
more similar in nature to a professional appointment. Following that and drawing
on the technical design produced during the first stage, the contractor and
employer are able to determine a lump sum price for completion of the project.
The Council may then either proceed with the works using the preferred
contractor via a JCT design and build contract; abandon the project altogether;
or terminate the contract with the preferred contractor and use the design and



5.12

5.13

5.14

5.15

5.16

5.17

reports generated during the PCSA Phase to undertake a new tender process for
a different contractor to complete the works. This procurement methodology is a
common way to contract and has been recommend in the procurement report in
exempt Appendix 3.

The procurement process proposed is for the works to be procured through the
conduct of a mini-competition under a suitable Framework Agreement to appoint
a single supplier. The framework will be a Public Contract Regulations 2015
compliant and pre-qualified framework agreement. The Framework affords
participating authorities with an option to either directly award a contract or to use
a call-off process involving a mini-competition with appointed companies that
have declared an interest in the project. The award weighting criteria are set out
in the Framework for pricing, essential requirements, sustainability and quality,
although the Framework allows these to be modified to support the buyer's
individual needs and so it is proposed that the Council will amend these as
necessary to be consistent with its procurement requirements, particularly on
social value and London Living Wage as an example.

Approval is sought at this stage only for appointment of a preferred contractor
together with commencement of the PCSA stage 1 Phase. Following completion
of Stage 1 and Stage 2 costings being finalised, a further report will be brought
to Cabinet with a recommendation and budget request relating to Stage 2.

Costs and a summary of the financial modelling for the Vincent Street site are
detailed in exempt Appendix 4. The cost estimates reflect current market rates,
which will be verified ahead of the related budget request. The appraisal shows
the scheme isviable paying back within the prescribed 50 year period with £15m
of subsidy and a further capital contribution of £20m. The latest viability modelling
has also incorporated an uplift to interest rates in response to the current
economic climate.

It is proposed to retain the current Jestico Whiles design team working to review
and validate on behalf of the Council the contractor design proposals to preserve
the overall principals of the masterplan. This team will also continue to work on
the masterplan as part of the existing contract arrangements in place.

As set out in section 6 approval is sought to approve the re-allocation of the
Canning Town budget, including for the procurement approach set out above.

An indicative timeline is noted below:

Activity Date

Cabinet approval to submit planning | September 2022
and procure design and build contract

Commence procurement of a design | September 2022
and build contractor




Appoint contractor

December 2022

Approval of planning application

February 2023

Start on site

Spring / Summer 2023

6. Revised Budget Profile

6.1The approved budget remaining for 2022\23 and future years is £33.9m. The
proposed use of this budget is set-out in the table below:

£m

Ballot.

Design and project management costs including professional | 9.5
fees, legal fees and the cost of the administering the Resident

Vincent Street procurement costs and associated management | 4.5
and delivery of Stage 1 PCSA contract

Housing Offer and fees associated with achieving vacant 45
possession and other site management costs '

acquisitions

Buybacks of leasehold/freehold residential properties and key | 15.4

Total

£33.9m

6.2 Total cost for Buybacks and key acquisitions is set out in exempt Appendix 5.
There may be further approvals required to acquire interests in order to
implement the masterplan and these will be brought to Cabinet accordingly.

7. Risks and Mitigations

7.1 The Key Risks and mitigations in relation to the actions proposed by this Report

are setout in the Table below

Risk Mitigation
Future Phases do not proceed | Due to the extent of decanting already
as planned carried out on the estate, there are a

number of early plots that could be brought
forward with minimal decanting, with new
homes being capable of being delivered
within the next 5 years.

Future delivery will be balanced to ensure a
viable mix of both affordable and private
tenure homes as the masterplan
progresses. In line with the Council's
commitment to deliver 50% genuinely
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affordable housing at socialrent levels onits
own sites

Considerable flexibility will be built in to the
masterplan and planning consent to allow
plans to change if required, ensuring
sufficient private homes can be built to
cross-subsidise masterplan proposals.

Legislative and Policy
Changes over the lifetime of
the Masterplan

The masterplan proposals respond to
current policy and requirements. As with the
nature of a long-term project such as this,
there is the risk that new legislation or policy
is introduced that was not planned for or
anticipated at the outset.

Throughout the lifetime of the project,
reviews will be continuously undertaken to
ensure proposals anticipate and respond to
planned changes as far as practically
reasonable, with updates provided to the
principal Lead cabinet members, and any
issues that result in a material change
reported back to Cabinet as part of a
process of regular updating.

Not securing GLA approval for
grant on Vincent Street

The viability modelling has assumed the use
of GLA grant. In the event this approval is
not forthcoming, it is proposed for Right to
Buy receipts to be used instead. The
Council has sufficient receipts available to
invest in new affordable housing.

Not obtaining planning
consent on Vincent Street

The Council and its appointed design and
delivery team have sought to ensure
proposals comply with planning policy to
minimise this risk and have agreed a series
of pre-application meetings with the LPA,
which commenced earlier this year and will
be on-going during the run-up to the
planning submission to allow any concerns
raised to be addressed at an early stage.
Cabinet will also provide the LPA with
assurance that the Council will submit an
outline planning application, by virtue of its
approval to Recommendation 2.1.1 in this
report.

Construction price for Phase 1
Vincent Street exceeds
current cost estimates

If the construction price proposed by the
contractor at Stage 2 is higher than currently
estimated, the Council has several options
available. It could decide to accept the
additional cost and proceed with the works
using the preferred contractor via a JCT
design and build contract; abandon the
project altogether; or terminate the contract
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with the preferred contractor and use the
design and reports generated during the
PCSA stage to undertake a new tender
process for a different contractor to
complete the works, acknowledging that this
may not guarantee a reduced price being
received.

Availability of Capital Budget | The delivery approach modelled for Vincent
Street assumes the Council self-delivers the
scheme. In order to implement the
construction and delivery, a capital budget
will need to be identified and approved by
Full Council. if the capital budget is not
agreed or if the required level of capital is
not available there are alternative delivery
approaches the Council could deploy which
would mitigate these issues

8. Delivering Council Policy and Corporate Priorities

8.1

8.2

8.3

In May 2022 the new administration was elected and set out their ambition to
Build a Fairer Newham. A new Corporate Plan is currently in development which
will set out how the organisation will work collectively to deliver this goal, based
on principles which were set out to Full Council in May 2022. The Canning Town
estate restoration and regeneration programme will support the delivery of this
plan in a number of ways.

The proposed masterplan seeks to deliver at least 50 percent genuinely
affordable homes at social rent levels our people in Newham can afford. This will
contribute towards the delivery of the new Building a Fairer Newham corporate
plan target to deliver at least 1500 genuinely affordable homes at social rent
levels our people in Newham can afford by 2026. In addition, the masterplan
includes new and improved outdoor amenity space and public realm to provide
safe places and spaces for health and wellbeing in line with the commitment to
make Newham healthier and also safer through the provision of improved public
spaces.

The Council has declared a climate emergency and the approach adopted here
will align with these aims. For example improvements to Carbon footprint through
refurbishment of the asset - new build and refurbishment of existing buildings
where appropriate will enable greener methods of construction in addition to
sustainability, providing opportunities for reducing CO2 emissions longer term.

9. Alternative Options considered

9.1

The land at Vincent Street has been vacant since 2016. Accelerating the site has
the potential to secure GLA grant and deliver early new affordable homes at
social rent levels our people in Newham can afford. To not accelerate delivery
would cause further delay to the progress being made on the estate which has
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been a long standing issue resulting from decanting existing residents, which
has been ongoing since 2005.

9.2 Not to progress the procurement of the main works contract for the initial plot.
This would result in delaying the delivery of the new affordable homes at social
rent levels which could support decanting and key service provision, in turn
delaying the regeneration proposals. Procurement options have been assessed
as reported in exempt Appendix 3.

10.Consultation

10.1 Mayor Rokshana Fiaz, OBE, Lead Member for Inclusive Economy, Housing
Delivery and Climate Emergency; and Transformation and Performance was
consulted on 10™ of August 2022.

10.2 The Lead Member for Finance and Corporate Delivery and the Lead Member for
Housing Services will be consulted 10™ of August 2022.

11.Implications
11.1 Financial Implications

1111 The proposal for the regeneration ofthe Canning Town estates, including
Vincent Street, as promoted inthe masterplan is put forward on the basis that it will
be financially viable. In the simplest possible terms this means that the costs of the
programme will, over time, be met from the revenues generated from it.

11.1.2 The detailed financial modelling for the Canning Town Estates
Programme is at an early stage and subject to further review and validation of the
estimated income and costs. This model indicates that, assuming the delivery of the
complete Programme of 1,750 homes, the Programme is viable.

11.1.3 In common with all long-term regeneration programmes, the delivery of
the planned estate regeneration is challenging. At this early stage there are various
risks and uncertainties arising from planning over along period of time. Also as with
all such programmes, the income from the scheme is received after the costs are
incurred. The consequence of this is that substantial borrowing commitments will be
required in order to finance the construction and other related costs, which will then
be repaid over time.

11.14 There is an added degree of uncertainty, at the present time, regarding
the cost and value assumptions arising from the current geopolitical and economic
situation. Rising inflation and rising interest rates are impacting on household
finances. Whilst the first phase at Vincent Street is affordable, there is a risk that
current uncertainty continues to feed through into the housing market and this could
affect the assumed private sales prices included in the financial model for
subsequent phases, which the Council could have exposure to.

11.15 For Vincent Street, the housing construction programme assumes a start
on site is achieved in March 2023. It will then take approximately 24 months to
construct.
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11.16 For Vincent Street, the modelling approach adopted assumes the
Council delivers the development. The model uses estimated current cost and
genuinely affordable social rents to demonstrate that Vincent Street first phase will
require a capital contribution from the Council of £20m to fund the development.
This additional Council capital contribution of £20m will be funded from the Council's
HRA. The HRA business plan has identified financial capacity to deliver
regeneration. It is envisaged that the capital contribution would be repaid through
future capital receipts on later phases of the masterplan. The final amount required
will be determined on conclusion of the stage 1 PCSA contract and subsequently
reported to Cabinet for a future decision on the commencement of construction at
stage 2.

11.1.7 The level of the additional Council capital contribution will also be
dependent on the receipt of the GLA grant or utilisation of RTB receipts. Presently,
it is expected the GLA will approve grant funding of up to £15m, however, this is
dependent on planning approval and the procurement of a contractor being
completed. In the event GLA grant is not secured, it is proposed that RTB receipts
are used. The Council has sufficient RTB receipts to contribute to phase 1.

11.1.8 The use of RTB receipts for the Vincent Street will reduce to the
Council's ability to fund affordable housing elsewhere in the Borough.

11.1.9 The additional capital contribution of £20m, would be expected to be
recovered from capital receipts across the wider masterplan. The first phase at
Vincent Street is 100% affordable housing at social rent levels our people in
Newham can afford to support opportunities to facilitate decant and enable the
delivery of the wider masterplan and so investing a capital contribution of this nature
is typical of this type of regeneration programme.

11.1.10 Programme Costs and Revenue for Vincent Street (phase 1) are:

Estimate —
£m
Programme delivery and construction costs 69
Less: GLA Grant/RTB Receipts 15
Additional Capital Investment from the Council 20
Council borrowing requirement 34

11.1.11  The borrowing requirement would be incurred over the duration of the
construction period. This borrowing would be repaid in part by the rental income
stream derived from the at least 50 percent genuinely affordable homes at social
rent levels our people in Newham can afford which will be retained by the Council.
The viability model forecasts that with the inclusion of the capital receipts planned
the borrowing would be repaid in the 50 year period prescribed by the Council for
the repayment of debt incurred. No allowance has been made for future inflation
within this Model.

11.1.12 Given the long-term nature of estate regeneration, the Council is
necessarily exposed to ordinary construction and sales related risks as aresult. The
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principal risks in this respect could be summarised as the risk of cost overruns and
the risk that future costs will exceed the estimates included in the Model.

11.1.13 Good cost control and contract management will mitigate the first of
these risks. Individual budget approvals will be sought for each significant package
of works and there will be full transparency of financial reporting against those
budgets. The longer-term cost inflation risk cannot be mitigated in this way, and so
if it crystallises (and is not offset by income also rising by more than inflation) then
in subsequent Phases of the programme the Council will have to review the
programme and consider options in order to maintain financial viability. There are
various ways inwhich this can be achieved in the context of a complex regeneration
scheme, including for example increasing the proportion of revenue generating
commercial space. In the event of a significant long-term recession or other
economic factors impacting on viability then other options would need to be
considered to support scheme viability.

11.1.14 Moving forward, as construction costs are incurred, the Council will start
to incur interest costs on the borrowing required to finance it as well as being
required to make provision for the repayment of the capital in line with its Minimum
Revenue Provision (MRP) policy.

11.1.15 The Council, is therefore, like any developer, also exposed to “interest
rate risk”. The financial model assumes that the borrowing required will be at an
average interest rate of 4 percent over the borrowing period. This is line with the
current PWLB borrowing rates for this length of time.

11.1.16  However, itis plainly the case that no one knows what interest rates will
be in the future. In undertaking this sort of activity, the Council (or any developer)
is therefore exposed to the risk that interest rates will rise by more than assumed in
the model, which is usually referred to as interest rate risk. Good treasury
management can to some extent help to mitigate this risk and the underlying sales-
led delivery approach assumed for the wider masterplan will help to mitigate against
this risk because the capital receipts received will assist the Council in keeping its
peak debt down compared to a rental led model where Build to Rent has a much
greater peak debt exposure. A financing strategy that fixes interest rates early may
also be a sensible way for the Council to mitigate this interest rate risk and will be
considered in due course and reported back to the member leads and Cabinet.

11.1.17 The Vincent Street phase will require a capital budget and the Council
will review options on how best to fund this scheme.

11.1.18 The costs associated with obtaining planning consent for the Vincent
Street site and outline masterplan, including planning related surveys have been
estimated at about £2.0m. The commencement of construction work on the
masterplan is subject to a Ballot on the Canning Town estates. Should the ballot
result in a ‘no’ vote, or the planning applications be rejected, the masterplan may
not go forward as proposed. Some of the costs involved in the preparatory work
might be at risk, depending on the extent of changes required. The work on the
Vincent Street scheme may still be able to proceed after the ballot result as this site
ison land outside the ballot boundary and as such does not triggerthe GLA’s Capital
Funding Guide requirements relating to a requirement to Ballot. As such the Council
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will have the opportunity to decide whether to proceed with a planning application in
order to be able to consider commencing the work on this site.

11.2 Legal Implications

1121 The Council has a statutory duty under Section 8 of the Housing Act 1985
(HA1985) to consider housing conditions 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.

11.2.2 The masterplan proposals contemplate the delivery of a housing-led
scheme in the Canning Town Area. Where the Council seeks to deliver such
housing directly, the Council has powers under section 9 of the HA1985 to provide
affordable and market sale housing where the latter is provided to subsidise the
former. The Council also has the power in section 12, HA 85 to provide other
buildings, including retail, subject to obtaining Secretary of State (SoS) consent. The
SoS has broad discretion in this respect with the criteria being whether the buildings
will serve a beneficial purpose for those provided Part Il housing accommodation.
There is a clear process in place to apply for consent. The Council also has the
power to develop any commercial elements under the general fund through s.1
Localism Act 2011

Procurement and Contracts

11.2.3 The procurement of this above threshold works contracts must be in
compliance with Public Contract Regulations (2015) as amended or where
necessary any successor legislation relevant at the time of procurement activity.

11.2.4 The Cabinet has the power to delegate authority for decisions to award
and enter into contracts as per s101 Local Government Act 1972 and s9E(3)(c) of
the Local Government Act 2000.

11.25 Two stage JCT Design and Build 2016 Contract with LBN amendments
and relevant bond or parent company guarantee with collateral warranties, is a
suitable contract format to be considered in the matter, the final contract format is
to be determined by the Director of Legal and Governance.

Land Assembly

11.2.6 It is anticipated that land assembly will be required in order to fully deliver
the site for regeneration and masterplan implementation. A compulsory purchase
order can be made in accordance with section 226 of the TCPA 1990 provided there
is a compelling case inthe public interest and that the project is financially viable in
accordance with the CPO Circular.

11.2.7 The Council can also appropriate and override third party rights and
easements using powers of appropriation under section 122 of the local
Government Act 1972 or 203 of the Housing and Planning Act 2016. These powers
are likely if land is to be acquired.
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12. Equalities Implications

12.1

12.2

12.3

12.4

12.5

The Council has to take account of its Equalities Duties under the Equality Act
2010, in particular to:

Eliminate discrimination, harassment, victimisation and any other conduct that is
prohibited by the Act; Advance equality of opportunity between persons who
share a relevant protected characteristic and person who do not share it;

Foster good relations between equalities groups

Sections 20 and 149 of the Equality Act are relevant to these proposals. Section
20 of the Act requires public authorities to take steps to make reasonable
adjustments where a physical feature creates a substantial disadvantage to
disabled people in comparison with those who are not disabled. The schemes
should take into account the physical access requirements of disabled residents
and visitors and endeavour to advance accessibility.

Section 149 requires public authorities to remove or minimise disadvantages
affecting any particular equality group. Consultants and contractors involved
within the design, construction and management of the scheme will be procured
and managed to comply with the Equality Act 2010 and LB Newham Equal
opportunities policy which require their Contractors, Sub-contractors and Design
Consultants to eliminate any discrimination with regards to all protected
characteristics. The council will use these contracts to create opportunities for
local people to develop skills; particularly beneficial for people on lower incomes.

A full EqlA was completed for the 2019 Cabinet paper (Appendix 6) to ensure
any equality and cohesion issues arising from the redevelopment proposals could
be identified and mitigated accordingly. The EQIA looked at the likely or actual
effects of the restoration proposals for Canning Town on social groups with
protected characteristics (as defined by the Equality Act). Additional factors such
as class or socio-economic disadvantage were also assessed.

A housing needs survey has identified 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 aright to return. These
needs will be accommodated in the phased delivery and decant strategy to
ensure no group is disadvantaged.

13.Background Information Used in the Preparation of this Report

a. Cabinet report - Supporting Resident Homeowners to Own a Home on
Our Regeneration Estates — 5™ October 2021

b. Cabinet report — Canning Town Estate Programme — procurement — 15
June 2021

c. Cabinet report — Canning Town and Custom House Programme —
Delivery Approach — 7t May 2019
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d. Cabinet report — Canning Town & Custom House Regeneration — 151
June 2017

e. Newham Local Plan 2018

18



