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Part 1 - Open to the Public for 
Decision

ITEM NO.

REPORT OF STRATEGIC DIRECTOR FOR PLACE

TO THE CITY MAYOR’S PROPERTY AND REGENERATION BRIEFING

ON

27TH JUNE 2019 
 

TITLE: PLOT E7/E8 CHAPEL STREET, SALFORD

RECOMMENDATIONS: 

It is recommended that the City Mayor:

1. Approves the drawdown of the Council owned land at Plot E7/E8 Chapel 
Street by English Cities fund in accordance with the provisions of the 
Overarching Development Agreement for Salford Central 

2. Approves the subsidy from the Development Trust Account for the Salford 
Central project and

3. Authorises the shared legal service to complete the legal documentation.

EXECUTIVE SUMMARY:

English Cities fund has submitted a Development Proposal Notice in accordance with 
the provisions of the Overarching Development Agreement for Salford Central in 
respect of the proposed development of Plot E7/E8 on Chapel Street.

Planning consent for a mixed use development was granted in July 2018 for a mixed 
use development comprising 4 blocks of up to 7 storeys to provide 167 apartments 
and 11 townhouses (use class C3) and 1,333 sq.m. of ground floor commercial uses.

All costs incurred by the Council in assisting with the site assembly will be recovered 
from ECf.

The viability appraisal submitted as part of the DPN illustrates that the development 
is unviable without a subsidy of £6,437,848 from the Development Trust Account, set 
up to lock in overage from more profitable phases to cross subsidise less viable 
phases.
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BACKGROUND DOCUMENTS: None

KEY DECISION: NO

1.0 BACKGROUND

1.1 The City Council entered into an Overarching Development Agreement (ODA) 
with English Cities fund (ECf) dated 15th December 2006 for the 
comprehensive regeneration of the Salford Central area.

1.2 The Agreement requires that ECf serves a Development Proposal Notice 
(DPN) for the development of a particular phase setting out:

 A plan of the phase
 An outline Phase Appraisal
 An outline of the proposed planning application
 Details of any Phase Conditions to be satisfied (eg planning consent, 

vacant possession, site assembly etc)
 Proposed Target Completion Date

1.3 Plot E7/E8 comprises the site of the former Ye Olde Nelson PH and adjacent 
properties (all now demolished) and a former bank, offices and theatre 
premises (also now demolished). The site is bounded by Chapel Street to the 
north, North Star Drive to the south, Islington Street to the west and Islington 
Park to the east and is shown edged red on the attached plan.

1.4 ECf acquired the properties 275-285 and the land to the rear in 2008 and the 
City Council acquired 287-303 Chapel Street in two parts; 297-303 from Mr K 
Farrell by agreement and 287-295 vested in the Council under the Salford City 
Council (Salford Central) Compulsory Purchase Order 2010 from Messrs T 
Comerford and K Farrell. An advance payment of compensation has been 
made but a full claim has not been submitted and the claimants are now 
beyond the period of limitations in respect of a claim.

1.5 All costs incurred by the Council in acquiring and holding these assets will be 
borne by ECf but there is no additional land payment to the Council.

2.0 DETAILS

2.1 In accordance with the terms of the ODA, ECf has served a DPN (although the 
site already has planning consent) including:

 A Phase Plan
 Phase Appraisal
 Site Investigation Report
 Planning Decision Notice
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2.2 The Phase conditional longstop date is 1st September 2019, the aspirational 
timescale for the development is c26 months and target completion date July 
2021.

2.3 Planning consent was granted in July 2018 under reference 18/71782/REM for 
the erection of a mixed use development comprising 4 blocks of up to 7 
storeys to provide 167 apartments and 11 townhouses (use class C3), 1,333 
sq.m. of ground floor commercial uses together with associated ancillary 
facilities, servicing, access, landscaping and public realm, pursuant to outline 
planning permission 09/57950/EIAHYB.

3.0 VIABILITY

3.1 Under the terms of the ODA, ECf are entitled to a return of 15% on 
development costs and phases are subject to a viability test and ECf are only 
obliged to proceed with any phase where it is shown to be “viable” ie where 
ECf should get back all phase-specific development costs and a full 
developers return.

3.2 The viability appraisal submitted with the DPN demonstrates that in order for 
ECf to achieve their required level of return, a subsidy of £6,437,848 is 
required from the Salford Central Development Trust Account (DTA) as well as 
funding from the Housing Infrastructure Fund of £1,673,413.

3.3 The DTA is provided for in the ODA with the intention that as much of the 
value created by the project is “locked-in” and any overage achieved from a 
phase is paid into the DTA and re-cycled into the development, for example 
and such as in this case, to cross subsidise development of non-viable 
phases.

3.4 The viability appraisal for the scheme has been scrutinised and challenged, 
particularly around the costs of the project, with responses received by the 
ECf explaining and justifying the values within the appraisal.

3.5 The contractor for the project was appointed following a 2 stage process 
involving 4 contractors. The selection process scored all four on 10 categories 
including financials (overview of construction cost, overhead and profit levels, 
design and residual risks), negotiation approach, experience, resources, team, 
development programme and Health and Safety.

3.6 It is in the mutual interest of both ECf and the Council to ensure that any DTA 
subsidy is reduced to a minimum as more developments can proceed, and 
subsequently profit made, the more money there is in the DTA. If there are 
any sums remaining in the DTA upon completion of the wider project, they are 
shared between the parties.

3.7 As with all schemes an open and transparent process will be undertaken to 
confirm actual costs against the estimates in the appraisal and the actual DTA 
contribution/credit is only crystallised at financial close. By way of example, 
the drawdown notice and accompanying appraisal for Timekeepers Square 
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forecast to contribute a very small amount of money to the DTA.  By the close 
of the scheme it actually contributed c£1.5m.

4.0 RECOMMENDATION

4.1 It is recommended that the City Mayor:

4.2 Approves the drawdown of the Council owned land at Plot E7/E8 Chapel 
Street by English Cities fund in accordance with the provisions of the 
Overarching Development Agreement for Salford Central 

4.3 Approves the subsidy from the Development Trust Account for the Salford 
Central project and

4.4 Authorises the shared legal service to complete the legal documentation.

KEY COUNCIL POLICIES: 

Great Eight – Economic Development
Salford Central Regeneration

EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS: 

No affordable housing is proposed within the development.

ASSESSMENT OF RISK: Low

LEGAL IMPLICATIONS Supplied by: Gaynor Corfe – Head of Property 0161 234 
3118

There are no legal implications arising from this proposal.

FINANCIAL IMPLICATIONS Supplied by: Chris Mee - Strategic Finance Manager Ext 
0434

The costs incurred to date in acquiring 275-285 and 287-303 Chapel Street will be 
fully reimbursed to the council by ECF.

The use of the Development Trust Account to cross subsidise this unviable phase is 
(as detailed in para 3.3 above) in accordance with the terms of the ODA. Whilst the 
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contribution required on this scheme is significant, a rationale for the level of costs on 
this scheme has been provided by ECF and its technical advisors. 

The actual contribution required will be dependent on the performance of the scheme 
in terms of both cost and sales values achieved (as detailed in para 3.6 above). It is 
in the interests of both ECF and the council to minimise the drawdown of funds from 
the DTA, with any ultimate balance remaining at the end of the agreement being 
shared 50/50.

PROCUREMENT IMPLICATIONS Supplied by: 

There are no procurement implications.

HR IMPLICATIONS Supplied by: 

There are no HR implications
 

OTHER DIRECTORATES CONSULTED: 

None

CONTACT OFFICER: Dave Norbury TEL NO: 0161 779 6121

WARDS TO WHICH REPORT RELATES: Ordsall


