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	Purpose of Report: 

At the Special Council meeting held on the 18th May the Council passed a motion that resolved: ‘With immediate effect its support for privatising the management contract of Ealing Homes is removed.  The Council mandates officers to immediately draw up proposals to return Ealing Homes to direct management by the Council.’

This report sets out the recommendations and proposals to achieve this.




1. Recommendations
1.1 That Cabinet agree:

1.2 To instruct officers to stop the procurement of the Integrated Housing Services Contracts, which was authorised by Cabinet on 12th January 2010, with immediate effect.

1.3 To instruct officers to carry out a tenant consultation under section 105 of the Housing Act 1985 and also to consult leaseholders including a 'Test of Opinion' on a change of management arrangements from management by Ealing Homes (the Council’s ALMO) to direct management by the Council.

1.4 To instruct officers to draw up proposals for the return of Housing Services currently delivered by Ealing Homes to direct management by the Council

1.5 To instruct officers to report to Cabinet for a final decision on the future of Ealing Homes as soon as possible and in any event by September Cabinet once tenant consultation including the test of opinion has been completed and proposals on direct management have been drawn up.

2. Reason for Decision and Options Considered

2.1 Summary

2.2 The following motion was discussed and agreed at a Special Council meeting held on the 18th May 2010.  ‘This Council resolves that with immediate effect its support for privatising the management contract of Ealing Homes is removed.  The Council mandates officers to immediately draw up proposals to return Ealing Homes to direct management by the Council.’
2.3 The proposal to end the procurement of the Integrated Housing Services contracts and return housing services to direct management by the Council is intended to improve service to residents, end the duplication of functions between the current, retained Council function and Ealing Homes and deliver better value for money for the Council.
2.4 Background

2.5 The Council’s ALMO, Ealing Homes, was set up in 2004 as a vehicle to receive government financial support and bring homes up to the Decent Homes Standard. This has enabled the Council and residents to receive around £180m of supported borrowing towards the cost of achieving the Decent Homes Standard. All of Ealing’s housing will have been bought up to the Decent Homes standard by March 2011, when the agreement with the ALMO comes to an end.

2.6 Since the creation of the ALMO and now that the targets for completing Decent Homes works are being achieved, the future of the ALMO needed to be reviewed in the light of changing circumstances. Many councils are examining their options for changing the way their housing is managed once the work has been completed. 

2.7 The January 12th 2010 Cabinet meeting, authorised the Director of Housing to invite and evaluate tenders for the Integrated Housing Services Contracts, and invitations to tender were issued on April 28th.

2.8 Following the special Council meeting of 18th May, this procurement will no longer take place and the Council should move towards bringing the service in house. This will:

· End the duplication that exists between Ealing Homes and the Council, and end the costs of ALMO governance

· Transfer housing management services to direct management by the Council 

Key steps that need to be taken 

2.9 Stopping the Procurement Process - For the current procurement to be stopped there has to be a formal decision by Cabinet. This report actions this and will give officers the authority to notify bidders of the position and issue the necessary legal notices.

2.10 Test of opinion requirements – Before the Council housing service can be brought back in house, the Council is required to consult tenants.  This report sets out the recommendations to achieve this.

2.11 Proposals to return housing services to direct Council management – It is proposed that officers will draw up proposals for the return of housing services to direct Council management and return to Cabinet with a report in September. A further report will be brought to Cabinet regarding the Repairs and Maintenance Service. In developing these proposals officers will take due notice of;
· The need for a high quality service for all residents
· Budgetary constraints
· The identification and review of any duplication that exists
· Te need for a strategy for the seamless transfer of direct management to the Council
· The need to build in continuous performance improvement and efficiency savings in any proposed new structure
· The need to link to the wider housing strategy objectives
· Employment regulations (TUPE)
3. Key Implications

3.1 Ending the existing procurement process -There is a formal process for ending the Integrated Housing Services contracts procurement. 

3.2 This will involve informing bidders of the Cabinet decision and issuing a formal notification in the Official Journal of the European Union.

3.3 Consultation with tenants and leaseholders and 'Test of Opinion'

3.4 Under section 105 of the Housing Act 1985 local authorities are required to consult their tenants on any change in management arrangements which in the local authorities opinion is likely to substantially affect its secure tenants. The Council’s external lawyers have advised that the transfer of housing management from Ealing Homes to the Council constitutes such a change that will substantially affect tenants.

3.5  The Department of Communities and Local Government (CLG) issued guidance ('Review of Arms Length Housing Management Organisations') in June 2006 which confirmed that department's expectations that a Test of Opinion should be undertaken prior to the transfer of housing management from an ALMO such as Ealing Homes where a Test of Opinion was undertaken before the ALMO was set up.

3.6 CLG expects any consultation on a significant change to the local authority’s management arrangements with the ALMO to be as good as that which was undertaken before the setting up of the ALMO. This would mean that a test of opinion on bringing the service back in house would need to be completed prior to a final decision. There has already been extensive consultation on improvements to the service, and the kind of improvements, and local monitoring structures. The consultation already carried out will be used to inform the proposals for delivery of in house housing management services
3.7 Local authorities have a variety of consultation methods available to them including questionnaire surveys and telephone surveys. The guidance is that a combination of methods may be the most comprehensive way of ascertaining residents’ views.
3.8 Process for ending the ALMO Management Agreement

3.9 The Council agreed in principle at the 15th September 2009 Cabinet not to extend the ALMO management agreement beyond the 31st March 2011.  If it wished to extend the management agreement further, it would have to serve notice of extension on Ealing Homes by the end of September 2010.  .

3.10 In the event that the Council chose not to extend, there is no legal obligation to give notice, in which case the agreement will expire automatically.

3.11 At present the Council is not required to obtain the Secretary of State's consent to transfer housing management functions from the ALMO back to the Council. 

4. Financial

4.1 The cost of carrying out the test of opinion is estimated to be around £50,000.  A contract is already in place to deliver this. The other work that needs to be undertaken as set out this report would be covered within the existing budgets of £960,000 in 2010/11 for letting the proposed contracts that have already been agreed and a proportion of which has already been committed on the work to date.
4.2 More detail on the expected costs and any longer term savings of bringing the service in-house will be provided in the next Cabinet report, with proposals on the return of the service to direct control, including restructure costs and the costs of winding down of the ALMO.

5 Legal 

5.1 The Council is entitled to end the procurement of the Integrated Housing Service contracts before contract award.

5.2  Following a decision of the Cabinet to end the procurement, the Council should promptly notify bidders of its decision and notify the Official Journal of the European Union.

5.3 The conditions of the procurement of the Integrated Housing Services contracts stipulated that the Council could abort the procurement and would not be liable to the bidders. Further legal advice appears in Appendix 1.

5.4  As noted the Council is required to undertake consultation with its tenants under section 105 Housing Act 1985 prior to transferring housing management from Ealing Homes to the Council where the transfer is, in the opinion of the Council, likely to affect its secure tenants. 
5.5 Under section 105 of the Housing Act 1985 the Council must under its arrangements to consult;

5.5.1 inform tenants about its proposals;

5.5.2 enable tenants to make their views known to the Council; and
5.5.3 consider the representations it receives from tenants.
5.6 As noted the Council does not need the consent of the Secretary of State under section 27 Housing Act 1985 for it to manage its own housing.

5.7 CLG guidance ('Review of Arms Length Housing Management Organisations') stipulates that any consultation under Section 105 prior to deciding whether to transfer housing management from Ealing Homes should be as comprehensive as that carried out before the decision to set up the ALMO. . This is guidance (setting out CLG’s view on good practice) and is not a statutory requirement. The Council is required to have due regard to this guidance. 

5.8 The Transfer of Undertakings (Protection of Employment (TUPE) Regulations 2006 will apply to the transfer of the housing management service from Ealing Homes to the Council, entitling employees currently engaged in the service to transfer their employment to the Council.
5.9 Ealing Homes (and the Council) will prior to the transfer of the housing management service need to consult with the employees of Ealing Homes in accordance with the TUPE Regulations The Council will be liable for any liabilities Ealing Homes has to its transferring staff.
5.10 Ealing Homes is a scheme employer of the London Borough of Ealing Pension Fund.  Consequently, transferring employees who are members of the pension fund will continue to be so.
6. Value For Money 

6.1 Currently, the ALMO has responsibility for devolved budgets and there is a client function within the retained part of the housing service that oversees this. Returning the service in-house will give the Council direct control over budgets in order to deliver value for money, and direct control over future efficiency savings.

7. Risk Management

7.1 The pre-qualification questionnaire issued to bidders in January 2010 included provisions for the Council to stop the procurement process while avoiding a challenge or claim for costs.

7.2 The purpose of the test of opinion is to ascertain residents’ views on the proposals. The Council should consider the results of the test of opinion when it makes a final decision on the housing service. Officers will meet with CLG to discuss the test of opinion process.

8.
Community Safety

The management of serious ASB was not part of the scope of the integrated housing services contract and so bringing the housing management service in house will still allow for the integration of this service with the Council’s community safety team.

9.
Links to Strategic Objectives

The housing service links to all the strategic objectives

The Strategic Objectives are:

· Environment, housing and culture

To make Ealing a better place to live 

· Safety

To make Ealing one of the safest places in London

· Health and independence

To reduce health inequalities and promote well-being and independence for adults and older people

· Economy

To ensure that there are opportunities for all people and businesses to 

Prosper

· Children and young people

To create a great place for every child and young person to grow up  

· Organisational improvement

Becoming a high performing organisation, focussed on the needs of its 

communities

10. Equalities, Human Rights and Community Cohesion

An initial screening has been carried out for this report, and has concluded that a full EIA will be necessary when proposals for return of the housing service to direct control are brought back to Cabinet.
11. Staffing/Workforce and Accommodation implications: 

TUPE Regulations 2006 will apply to the transfer of the housing management service, entitling employees currently engaged in the service to transfer their employment to the Council.  

13. Property and Assets

None

14. Any other implications: 

None

15.
Consultation

Please see section 3.6 for consultation with residents and leaseholders

16.
Timetable for Implementation

A report will be submitted to Cabinet in September to put forward proposals for the direct management of the housing service and to consider the results of the test of opinion.

17. Appendices

Appendix 1 – Legal implications

18.  Background Information

Cabinet Report June 23rd 2009

Cabinet Report September 15th 2009

Cabinet Report January 12th 2010
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