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Part 1 Open to the Public – Item No. 

 

REPORT OF INTERIM STRATEGIC DIRECTOR OF PLACE 

 

TO  

CABINET 

ON  

    TUESDAY 13TH JULY 2021  

 

TITLE: HOUSING DELIVERY – APPROVAL OF MATTERS RELATING TO 
DERIVE RP’S APPLICATION TO THE REGULATOR FOR SOCIAL HOUSING 
AND BUSINESS PLAN   
 

 

RECOMMENDATIONS: 
 
The City Mayor is recommended to:  
 

1. Approve the submission of a detailed application to the Regulator of Social 
Housing to register Derive RP as a Registered Provider and to delegate any 
further negotiations to the Interim Strategic Director of Place. 

2. Approve Derive RP’s Business Plan and the lending of £8.485M to Derive RP 
with the drafting of the legal agreements and any associated documentation 
delegated to the City Solicitor.  

3. Approve the disposal of the 104 properties across the three sites to Derive RP 
subject to Derive RP being registered as a Registered Provider.  

4. Approve the shareholders agreement setting out the relationship between the 
City Council (as shareholder) and the Derive companies. 

5. Approve the appointment of the 2 independent Board Members to the Derive 
RP Board. 

6. Approve the appointment of the third council member as a member of the 
Derive RP Board.   

 

 

EXECUTIVE SUMMARY: 
 
The report outlines the progress that has been made in establishing a new corporate 
group structure for Derive and the creation of a subsidiary Registered Provider – 
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Derive RP and recommends approval of a number of matters to progress the 
establishment of Derive RP. 
 
A Derive group structure has been established and a preliminary application for the 
registration of Derive RP – as part of the Derive group - was submitted to the 
Regulator of Social Housing. This was approved by the Regulator and the next stage 
a detailed application has been developed for submission. The purpose of this 
application is to satisfy the Regulator of Derive RP’s financial situation, its 
constitution and other arrangements for its management. The key standards are the 
Regulator’s Governance and Financial Viability Standard and the Home Standards.  
 
One of the key requirements of the Regulator is independent Board Members on the 
Derive RP board and a successful recruitment process has been concluded.  
 
The detailed application also includes Derive RP’s first business plan. This sets out 
Derive RP’s plans for its first 129 properties, how the £19.9 M of capital expenditure 
will be funded through a combination of Homes England grant and borrowing of 
£8.485M from the Council. It also sets out revenue cashflow and forecasts a 
relatively small surpluses in the first five years with an overall estimated surplus at 
the end of the forty years of £1.8M.  The assumptions made, financial risks and a 
detailed sensitivity analysis is also addressed.      
 
Derive RP will be a subsidiary of Derive Group Co – a wholly owned subsidiary of the 
Council. The relationship between Derive RP, Derive Group Co and the Council is 
set out in the Shareholders Agreement. A key intention of the agreement is to ensure 
that the Council retains influence over both the strategic objectives and significant 
decisions of Derive Group Co whilst ensuring compliance with the Regulator’s 
regulatory standard around the protection of social housing assets and the 
independence of decision making.  
 

 
 

BACKGROUND DOCUMENTS: (all provided in the Part 2 report) 
 
Detailed Application to the Regulator of Social Housing  
Derive RP’s business plan 
Shareholders Agreement 
 
 

 

KEY DECISION: YES  
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DETAILS: 
 

1. A report was presented to City Mayor in August 2020 setting out proposals for 
the creation of a legal structure for the delivery of the Council’s housing 
delivery model. It was agreed to approve the principle of the establishment of 
a new corporate group structure to be wholly owned and directed by the 
Council and as a priority to bring forward an application for registration of a 
subsidiary RP. 

 
2. The report noted that further key decisions would be required as part of the 

implementation of the proposed new corporate structure including: 
  

 Confirmation of viability and funding approach for each development / 
purchase scheme proposal. 

 Specifics of the initial 101 and 3 site schemes including structure and 
transfer to Derive Group. 

 Agreement on the detail of the governance arrangements for the Group. 
 

3. The second item was dealt with through a City Mayor decision on the 8th 
February 2021 and the 3 sites have been appropriated for planning purposes 
to facilitate development by the Council. This report seeks approval to dispose 
of the now 104 properties across the three sites to Derive RP subject to Derive 
RP being registered as a Registered Provider. 

 
4. This report also provides detail and seeks approval for the Group’s 

governance arrangements, the detailed application for the registration of a 
subsidiary RP and confirmation of viability for the first four schemes as 
outlined in the attached Derive RP’s Business Plan.  

 
GOVERNANCE ARRANGEMENTS 
 

5. The August 2020 report recommended the incorporation of a group of 
subsidiary companies owned and controlled by the Council. It recommended 
that the Group should initially comprise Derive Group Co, Derive RP, Derive 
PRS and Derive Dev Co, the last two being subject to a clear business plan 
that demonstrated the additionality needed.  

 
6. The existing Derive (Salford) Ltd has become the Group Co and a company 

limited by guarantee and non-charitable has been incorporated as Derive RP 
Ltd. Derive RP Ltd  is a subsidiary of Derive Group Co - a wholly owned 
subsidiary of the Council and articles of association have been drafted. The 
other subsidiary companies including Derive PRS and Derive Dev Co. have 
not currently been incorporated but can be progressed when the private 
rented sector element is developed and development activity increases.  

 
7. A Shareholder Agreement has also been drafted between Salford City 

Council, Derive Group Co and Derive RP Ltd. This is an internal document 
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between the parties. Full details of the Shareholders agreement are provided 
in the Part 2 report. Its intention is to set out the relationship between the 
Council, Group Co and Derive RP with clear expectations across a broad 
range of activities. It also requires all the parties to comply with covenants 
relating to Derive RP’s obligations as a Registered Provider. 

 
8. The Regulator requires Registered Providers to have independent board 

members and two independents have been recruited to the Derive RP Board. 
Robin Lawler has been recruited to undertake the role of independent chair 
and Greg Gottig has been recruited as the independent board member. Both 
have experience of being on registered provider boards. 

 
9. Derive RP’s articles of association also require 3 directors to be council 

directors. These can either be officers or Members of the Council. The third 
council director is to be agreed. This is an appointment of Group Co but also 
requires the prior written consent of the Council.  

 
REGISTRATION OF DERIVE RP  
 

10. An application for the registration of Derive RP as a registered provider is 
underway. It is a two-stage process. The first stage – the preliminary 
application requires applicants to establish that they are an English body 
which are, or intend to become, a provider of social housing in England. A 
preliminary application was submitted towards the end of last year and 
following an assessment we were invited to submit a detailed application.  

 
11. The purpose of the detailed application is for the applicant to demonstrate that 

they satisfy the criteria set by the regulator as to its financial situation, its 
constitution and other arrangements for its management.  

 
12. The assessment of the detailed application can take up to 6 months. The 

regulator advises that they take a proportionate approach to assessing 
compliance and recognise that applicants will be at different stages in their 
development. Derive RP does not currently have a track record so the 
regulator will be looking for its application to demonstrate from its current way 
of working that it will be compliant with the Regulatory Standards from the 
point of registration onwards.  

 
13. The detailed application is provided in the Part 2 report.  

 
DERIVE RP’S BUSINESS PLAN  
 

14. The initial Derive RP Business Plan commits to providing 129 homes across 
four sites at social rent to be delivered between January 2022 to August 2022.  

 
Capital expenditure  
 

15. It is anticipated that delivery of these units will be funded through a 
combination of Dérive borrowing (repaid over forty years through the rental 
income generated from the homes calculated on a site by site basis) and 
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secured grant funding provided by Homes England and through GMCA 
(Brownfield Land Grant). It is intended that the Council will lend Dérive the 
funds at an interest rate. The overall cost of the units is estimated to be 
£19.917m (including stamp duty) which will be incurred over an approximate 
12-month period as the units are delivered. 

 
Revenue cashflow  
 

16. Revenue forecasts of income and expenditure for the four sites show that the 

level of borrowing is viable and can be supported over a forty-year period. The 

forecasts show relatively small surpluses in the first five years with an overall 

estimated surplus at the end of the forty years of £1.8M. These forecasts are 

based on a number of financial assumptions including initial rent levels, voids, 

inflation and tax. These will be reviewed and updated on an annual basis. 

Operational budget  

17. The Business Plan is modelled on the basis that net rental revenue funds the 

operation and management of Dérive RP and any surpluses are used to 

support the business objectives.   It is anticipated that Dérive RP will be self-

financing, with all liabilities being met from available rental income cashflows 

as they fall due.   

 

18. The provision of loan funding of £8.485M to Derive RP from the council will be 

made on the basis of a 40 year repayment term, with the first repayment of 

principle and interest being made 12 months after drawdown and on an 

annual basis thereafter.  

 
 

19.  A number of provisions have been included within the operational budget 
including a provision for lifecycle maintenance of the properties from year 6 
onwards; and company running costs. Sensitivity analysis has also been 
undertaken on some key components including inflation and interest rate 
changes. The business plan is provided in the Part 2 report.  

 
 
 
 
 

 

KEY COUNCIL POLICIES:  
Salford’s Housing Strategy Our home, our city 2020 to 2025  
Salford’s Homelessness Strategy 2018-2023  
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EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS: N/A 
 

 

ASSESSMENT OF RISK: Low  
 

 

LEGAL IMPLICATIONS Supplied by: Peter Hassett – Shared Legal Services 
0161 611 8968 & Matthew Waters Bevan Brittan LLP  
 
The power to appoint to external bodies is a function exercised by the Elected City 
Mayor.  
 
The Council has the power to provide funding under a range of powers including s.1 
Localism Act 2011 and s.24 Local Government Act and s.24 Local Government Act 
1988 (1988 Act), the latter providing the power to provide financial assistance for 
privately let housing. S.25 1988 Act requires that s.24 1988 Act (or any similar 
power) is not exercised without the consent of Secretary of State. Consent C of the 
2010 General Consents provides a broad consent for financial assistance which 
would cover the proposed loans. 

 
 

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

The capital and revenue cost implications for Derive RP are set out within this report 
and the Business Plan is provided in the Part 2 report. There is provision within the 
councils approved 2021/22 capital programme for the proposed loan to Derive of 
£8.485m 

 

 
 

PROCUREMENT IMPLICATIONS N/A at this stage but any future build contracts 

will be procured in line with the Council’s procurement policies.  

 

HR IMPLICATIONS Supplied by: N/A 
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CLIMATE CHANGE IMPLICATIONS In consultation with : Mike 
Hemingway  - Principal Officer – Climate Change -0161 793 3209 
 
The intention is for the homes owned and managed by Derive RP to make a positive 
contribution to the city’s efforts in relation to climate change and the low carbon 
agenda.  The planned homes are being designed and built to achieve a low 
carbon/low energy standard, using a fabric first low carbon/low energy approach 
helping to support policy priorities at a city and GM level for all new builds and 
ensuring on-going low energy costs for residents.   
    
The procurement of contractors to date has also included reference to social value 
which allows contractors to consider positive environmental impacts.    

 

OTHER DIRECTORATES CONSULTED: Work on this report has been on a 

collaborative approach including colleagues from Legal, Finance, and the Place 
directorate  

 

 

CONTACT OFFICER: Andrew Leigh   TEL NO:  0161 793 2155 
 

 
 

WARDS TO WHICH REPORT RELATES: Citywide implications  
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