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Part 1 - Open to the Public

REPORT OF THE STRATEGIC DIRECTOR OF PLACE 

TO GROWTH AND PROSPERITY SCRUTINY PANEL 

ON 11TH MARCH 2019 

TITLE: DÉRIVE UPDATE 

RECOMMENDATIONS:

For noting

EXECUTIVE SUMMARY:

This briefing provides an update on the background to Dérive, its establishment and 
progress in operating for the first 12 months and future plans.

BACKGROUND DOCUMENTS:

Dérive Business Plan 2019/20 and Three Year Budget 
Cabinet Report March 2018

KEY DECISION: NO

BACKGROUND

Rationale for establishing Dérive:

Dérive was established within the context of significant demand for affordable 
housing in the City, driven in part by worsening household income ratios for people 
wishing to purchase and increasing private rents. These demand challenges have 
not gone away with an average of 39 bids per affordable home advertised, recent 
research revealing that 38% of people in Salford can’t afford a home and an on-going 
increase in homelessness presentations and acceptances

The City has a good record of working with its Registered Provider partners to deliver 
more affordable housing to meet need, and to create a good quality housing offer. It 
was recognised that a significant amount of the new supply is delivered by two RPs. 
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These partners have ambitions to continue to deliver affordable housing growth, but it 
is highly unlikely that they (nor other partners alone) will be able to increase supply 
sufficiently to meet the gap and mismatch between housing need and delivery.  

It was within this context, that the City Mayor made a commitment to increase the 
supply of good quality, sustainable accessible homes for those on low incomes in 
housing need.  Any options would need to be complementary to the existing working 
arrangements in place in Salford and reflect the policy, funding and legislative 
environment.  A range of options were explored and the City Mayor approved the 
establishment of a wholly owned local housing company limited by shares – Dérive.  
Dérive was established in May 2017. 
 
Governance 

Dérive is 100% owned by the Council. It consists of two Directors – Cllrs Merry and 
Kelly - with a secretarial function. The Board meets on a regular basis and support is 
provided by council officers and other appropriate procured services. It has its own 
governance, processes and procedures and operates as an independent company 
registered with Companies House. It reports to its owner – the council – on a regular 
basis. 

It became operational in June 2018 with the following policy wishes: 

 new below market (“Salford Rents”) accommodation to meet the needs of 
households on low income provided in perpetuity.

 rented accommodation that is allocated through the Council’s existing 
allocations policy to households on the Council’s housing register. 

 to provide a range of well designed, good quality, flexible, energy efficient, 
sustainable property types, tenures (including affordable home ownership 
products and private homes that help subsidise the delivery of below market 
rented homes) and sizes.

 homes that are additional to what would have already come forward, providing 
a different housing offer or an accelerated delivery timescale.

 homes to maximise social value during their construction phase including 
training and apprenticeship opportunities targeted at local people

Dérive’s Business Plan: 

Dérive’s first £8.4M business plan and budget to deliver 67 affordable homes was 
approved by the City Mayor in consultation with Cabinet in March 2018 with the plan 
being formally approved by the Dérive board at its first meeting in June 2018. 

Good progress has been made in progressing the ambitions for Dérive including: 

 Establishing appropriate governance and reporting arrangements
 Appointment of a company secretary 
 Recruitment of a housing management provider
 Progressing affordable housing opportunities following the approval of a business 

case by the Dérive board on a case by case basis. 
 Establishing funding agreements. 
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A number of affordable housing opportunities have been progressed in the first year 
and agreements have been signed with Registered Providers and house builders for 
8 homes on Duchy Rd and 20 homes at the Keepmoat development at Charlestown. 
On both of these sites the Dérive homes form part of a wider mixed tenure scheme. It 
is anticipated that the first homes at Charlestown will be ready to be handed over for 
occupation in March / April 2019.

Dérive’s second business plan – which was approved by the Board in February 2019 
– commits to build an additional 50 homes compared to the original plan bringing the 
total to 117 homes across six sites by 2023 /24. 

The approach to date has been to purchase properties off the shelf designed and 
built by developers and contractors. 

The highlights of the £15.8m Business Plan are as follows:

Number of units / 
schemes 

19/20 20/21 21/22 22/23 23/24

Duchy 8

Charlestown phase 
2 

20

Site A 10 12 9 10

Site B 10

Site C 8

Site D 30

Year total 20 36 42 9 10

Cumulative 20 56 98 107 117 

As well as supplying homes to meet housing need, housing delivery provides a range 
of other positive outcomes.  These are estimated below alongside the original 
Business Plan and this new Business Plan:

Outcome Old New Increase

Increase in residential spend £570k £1m £430k (75%)
Jobs / created / sustained 136 192 56 (41%)
Training opportunities / 
apprenticeships

8 16 8 (100%)
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Financial model 

These initial homes will be funded through a combination of Dérive borrowing (repaid 
over thirty years through the rental income generated from the homes) and subsidy 
from the council through capital grant (in part funded from available housing 
commuted sums). It is the intention that Dérive borrowing will be provided by the 
Council at a state aid compliant interest rate. All schemes generate a small surplus 
from year one with the overall surplus increasing as more homes come into 
management. Any surpluses will be reinvested to support affordable housing supply. 
This is important as the business needs to be sustainable and viable and following 
the council’s initial support, housing schemes are intended to be self-financing.  

Dérive is being required to enter into both a grant and loan agreement with the City 
Council. A key obligation of these agreements is that Dérive must enter into a 
nominations agreement with the City Council. This will ensure that all of the Dérive 
lettings will go to nominations from Salford Home Search – the City Council’s choice 
based lettings system. It also stipulates that the monies can only be used for the 
purchase of the specific homes, and that they cannot be transferred outside of Dérive 
without the City Council’s consent. A default event by Dérive could ultimately require 
the properties being transferred back to the City Council.   

It is intended that as Dérive grows and increases its capacity it will become more 
self-financing and other opportunities to support growth and to achieve a self-
financing status quicker will be explored. 

Management of the homes 

Dérive has procured a housing management contractor to manage its properties. 
Salix won the contract and will manage Dérive’s properties for up to four years. A 
suite of housing management policies are being developed in conjunction with Salix 
to include income management, anti- social behaviour, repairs and maintenance, and 
customer satisfaction. These will be presented to and agreed with the Dérive board. 
A number of key principles established include: 

 The City Council will have 100% nomination rights to the Dérive properties 
with all lettings made available through Salford Home Search. The first Dérive 
properties were being advertised on Salford Home Search on the 27th 
February cycle.  

 The homes will be let at ‘Salford Rents’ and rent levels will be split 50/50 
between a social rent equivalent or an affordable rent equivalent capped at 
local housing allowance levels. Weekly rents will range from £74.59 for a one 
bed apartment (at a social rent equivalent) to £136.65 for a three house (at an 
affordable rent LHA capped equivalent). 

 Dérive will grant its tenants a 12 month starter tenancy and subject to a 
satisfactory 12 months tenancy history a five year fixed term tenancy will be 
granted.   
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Future Plans

Affordable housing requires capital subsidy to make it viable. This is currently being 
provided by its owner but overtime as Dérive grows and increases its capacity it will 
become more self-financing. It will also explore other opportunities to support growth 
and to move towards self-financing sooner. One opportunity is to look at directly 
delivering homes for sale where surpluses from the sales generate capital subsidy to 
finance the affordable homes. This will carry a number of risks and Dérive needs to 
make sure that it considers these issues appropriately. The business plan for 
2019/20 commits resources to consider this further.   

 

KEY COUNCIL POLICIES: 

The “Great Eight”
Housing Strategy

EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS:

The delivery of additional affordable homes will have a positive equality impact. 

ASSESSMENT OF RISK: 

It is recognised that there a range of risks associated with Dérive. These are 
recorded and monitored through Dérive’s risk register. 

LEGAL IMPLICATIONS Supplied by: 

Appropriate legal advice has been sourced from the City’s shared legal services and 
externally as necessary. 

FINANCIAL IMPLICATIONS Supplied by:

Financial advice has been sought from the City’s finance team as necessary. 

PROCUREMENT IMPLICATIONS Supplied by:

There have been a number of procurement implications and appropriate advice was 
sought from the City’s procurement team. 

HR IMPLICATIONS Supplied by:
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N/A

OTHER DIRECTORATES CONSULTED:

N/A 

CONTACT OFFICER:

Mark Hart 0161 793 2039
Andrew Leigh 0161 793 2155

WARDS TO WHICH REPORT RELATES: 

All


