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Part 1 Open to the Public – Item No.

REPORT OF THE STRATEGIC DIRECTOR PLACE

TO THE PROPERTY AND REGENERATION BRIEFING

 11th May 2020 

TITLE: Disposal of land at Liverpool Street and Kara Street, Salford

RECOMMENDATIONS:
The City Mayor is recommended to:

1. Approve the disposal of the subject site to Salix Homes on the terms and 
conditions detailed in this report.

2. Approve the enhanced specification of the 17 units to be acquired by the City 
Council to meet “low carbon/low energy use” principles and notes that further 
information will be provided once the detailed costings have been determined.

3. Authorise the Shared Legal Service to complete all necessary documentation 
and to take all steps which are required to give effect to the above 
recommendations.

4. Note that discussions are taking place for the City Council to potentially acquire 
another 5 units within the scheme that will be reported separately.

EXECUTIVE SUMMARY:

In August 2019 the City Mayor approved Salix Homes as the preferred purchaser of 
the subject sites with a bid of £4,047,842 (less £340,000 if HRA/SHOAP bid was 
successful). The offer was subject to the agreement of the detailed Heads of Terms 
and completion of intrusive site investigations.

Salix has undertaken site investigations and a cost report has been submitted which 
confirms total abnormal costs of c.£1.4m, a significant increase above the original 
abnormal costs assumed in the tender bid (£457,000). The parties have agreed to 
share the additional circa £943k cost burden and following detailed negotiations 
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provisionally agreed a revised headline land price of £3.6m, a reduction of £447,842 
on the terms previously agreed.

The City Council has been successful in its HRA/SHOAP bid for 101 units of which 17 
units will be acquired within this development. As per the initial agreement, in order to 
secure the units at cost price (£115k/unit) the land price will be reduced by £340,000 
to reflect that arrangement.

A further deduction from the capital receipt will be required to reflect any required s.106 
contributions attributable to the 17 units, whilst this is yet to be confirmed by the LPA 
current forecasts indicate that this is likely to be in the order of £107,000.

It is therefore expected that the Net Capital receipt to the City Council reflecting all the 
above matters will be circa £3.153Million.

The report sets out proposals and recommends that the Council commit a further 
£20,000/unit expenditure to allow the units that the Council will acquire to be upgraded 
to be in line with the “low carbon/low energy use” standards of the remaining units 
within the scheme.

The acquisition includes 9 apartments within a 14 unit block with discussions taking 
place for the Council to potentially acquire the remaining 5 units.

Approval is now sought to progress the disposal of the land on the terms detailed in 
the report.

BACKGROUND DOCUMENTS: None

KEY DECISION: YES: Disposal of an asset for over £350,000

1.0 Background

1.1 The subject sites, shown edged red on the plan at Appendix 1 extend to 
approximately 3.46 acres (1.4 hectares) are referred to as Land at Liverpool 
Street and Kara Street. The Asset Valuation is essentially the same as the sales 
proposals detailed in this report

1.2 An area of land directly adjoining the site amounting to 0.2 acres has been 
retained to enable the future expansion of the adjacent Willow Tree Primary 
School. 

1.3 Following an extensive marketing exercise the City Mayor,on 12th August 2019,  
approved the selection of Salix Homes as the preferred purchaser, subject to 
approving the detailed terms and conditions and the completion of intrusive 
ground investigations. 
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1.4 Site investigations and negotiations have now been concluded and approval is 
sought to the provisionally agreed Heads of Terms for disposal.

2.0 Details

2.1 Following selection as the preferred purchaser Salix Homes has progressed 
detailed design and their proposed residential scheme (Appendix 3) will 
comprise of 157 units (111 houses and 46 apartments), constructed on low 
carbon “low carbon/low energy use” principles. In terms of tenure mix the 
scheme will deliver 101 affordable units (46 affordable rent, 17 social rent, 33 
shared ownership, 5 community rent via Inspiring Communities Housing) and 
56 units for open market sales. Pre-planning community consultation has taken 
place and received positive feedback. 

2.2 Salix has also commissioned intrusive site investigations and the resultant 
report has identified abnormal ground works cost in the order of £1.4m.  The 
costs are mainly due to the presence of cellars from the former houses that used 
to be on the site which have not been filled to the necessary standard to enable 
new development to take place. The report findings have been reviewed by the 
Councils in-house quantity surveying team who have confirmed the required 
works to be reasonable in terms of both scope and estimated cost. 

2.3 Salix’s original offer of £4,047,842, included an abnormal costs allowance of 
£457,000 and the confirmed £1.4m abnormal cost represents an increase over 
and above Salix’s forecast of c.£943k. The parties have through negotiation 
agreed to jointly bear the burden of the cost increase and following detailed 
discussions we have provisionally agreed a revised headline land receipt of 
£3.6m, a reduction of £447,842.

2.4 Salix have submitted their planning application and the sale is subject to them 
successfully obtaining planning permission. Once planning has been granted 
and the sale completed there are obligations for Salix to commence 
development within 9 months of the sale and complete the development within 
36 months unless agreed otherwise.

2.5 Full Heads of Terms are provided in Appendix 2.

3.0 Shared Ownership Affordable Housing Programme.

3.1 The Council has been successful in obtaining grant funding via the Shared 
Ownership Affordable Housing Programme (SOAHP). The funding, in unison 
with the Council’s Housing Revenue Account (HRA), will provide for the 
acquisition of 17 units consisting of 9 one bedroom apartments, 4 two bedroom 
houses and 4 three bedroom houses. The units with a standard specification 
will be purchased at a fixed cost of £115,000 per unit. This broadly equates to 
the cost price of construction (excluding land value & S.106 contributions – refer 
to 3.2 below) and is also commensurate to the total funding available to the 
Council through SOAHP grant and HRA contributions.
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3.2 The land value to be relinquished in order for the Council to acquire the 17 units 
at £115k per unit has been provisionally agreed at £340,000 and whilst the 
S.106 contributions attributable to the properties have yet to be confirmed by 
the LPA, current forecast indicate that this could be in the order of £107,000.  
On that basis our current expectations are that the net capital receipt will be 
circa £3,153,000.

3.3 The 9 apartment units are within a 14 unit block and discussions are taking place 
as to whether the Council can acquire the remaining 5 units so they would own 
the complete block. This will be the subject of a separate report fro CM 
consideration.

4.0 Low Carbon Opportunity.

4.1 The Council has an opportunity to upgrade the specification of the 17 
SHOAP/HRA units to meet the “low carbon/low energy use” principles Salix are 
proposing to adopt across the wider scheme.  There is however a cost 
implication that will add circa £20,000 to the build costs of each unit (£340k 
total). The Housing Strategy team have considered and support the proposals 
and are able to make funds available through the Council’s HRA to deliver the 
desired specification. This will impact on the business case for the units and the 
wider 101 properties, but it is considered important that the City Council should 
lead by example in the standards of accommodation it provides as part of its 
Affordable Housing Led development programme. Not only is this leading by 
example, but it also represents a sensible and value for money approach given 
the likely costs of retrofitting in the future to raise standards in accordance with 
National and GM targets

4.2 It is recommended that this low carbon initiative is taken forward, further details 
will be provided to City Mayor once final costs have been confirmed.

5.0 Community-Led Housing.

5.1 As a condition of sale there is a requirement for Salix to grant an option to 
Inspiring Communities Housing (ICH) to acquire up to 5 units on the same basis 
as the Council and at a specification to be agreed between the two parties for 
community housing. Salix will also assist and manage the funding arrangements 
enabling ICT to acquire the units. Should this not take place then Salix will retain 
the units for affordable housing. ICT will need to make a decision on whether to 
proceed with a “ low carbon/low energy use” specification.

6.0 Conclusions.

6.1 The provisional agreement reached with Salix will secure the delivery of 157 
new homes in Salford, of which 101 (64%) will be affordable, significantly 
exceeding policy requirements.  Financially the Council’s best value obligations 
are considered to be satisfied both in terms of the net receivable land receipt 
and the purchase of homes at below market value sums.
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6.2 Future Council Tax income of circa £220,000pa is forecast alongside a New 
Homes Bonus of circa £1,000,000.  

6.3 Salix are also signed up to the Mayor’s Charter of Employment. 

KEY COUNCIL POLICIES: 
 Great Eight Priorities: Housing and specifically the delivery of Affordable 

Housing 

 Great Eight Priorities: Economic Development

 2025 Salford = A Modern Global City

 Regeneration

 Housing Strategy
         

EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS:
There are no equality impact issues arising and directly as a consequence of this 
report

ASSESSMENT OF RISK: Low

LEGAL IMPLICATIONS Supplied by: 
Michelle Brice - Shared Legal Service 0161 219 6303

There are no legal comments arising from the proposals in this report on the basis that 
the heads of terms and proposals as detailed in the report are incorporated into the 
requisite legal documents and processes.

Please see comments regarding procurement implications below.

FINANCIAL IMPLICATIONS Supplied by: 
Alex Archer – Finance Manager 0161 778 0498
The disposal of the site will generate a capital receipt of £3.153m which in line with 
Council policy would be used to finance existing debt. 
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PROCUREMENT IMPLICATIONS Supplied by:
Lauren Armstrong Solicitor Commercial Legal team 0161 234 417

The marketing particulars explicitly stated the sale of the site would be on the basis of 
17 units being acquired by the Local Authority. Officers have therefore taken the view 
that the 17 units forms a minor/ancillary part of what should simply be classed as a 
land deal (and not subject to the procurement requirements at all as disposals of land 
are not subject to the Public Contract Rules 2015). The main value of the contract 
comes from the bulk of the land deal (around 160 properties), whereas the 17 units is 
an ancillary/minor element of this and so the nature of the whole arrangement should 
be considered a land disposal. 

By taking this position there is a very remote risk that a challenge could be brought 
forward due to the 17 units being construed as a separate public works contract. The 
value of which is under the EU procurement rule threshold.  

HR IMPLICATIONS Supplied by:

There are no HR implications arising from this proposal.

CLIMATE CHANGE IMPLICATIONS Supplied by:
Michael Hemingway Principal Officer - Climate Change 0161 793 3209

As highlighted in the report the 111 houses and 46 apartments will be low carbon 
units if all built to a passiv house principles.   

OTHER DIRECTORATES CONSULTED:
People – Children Services
Place - Regeneration, Planning, Housing Strategy

CONTACT OFFICER: Jane Ashworth TEL NO: 779 6092 

WARDS TO WHICH REPORT RELATES:
Langworthy


