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Does this report contain exempt or confidential Yes
information?

Exempt Information

Appendix B of this Report is exempt from disclosure by virtue of the following
Paragraphs of schedule 12A to the Local Government Act, 1972 as amended:

Paragraph 3 - Information relating to the financial or business affairs of a particular
person (including the authority holding that information).

Has this decision been included on the Yes
Notification of Intention to consider
Matters in Private?

Reasons why not included on the Not applicable
Notification and confirm who has
authorised it to be considered:
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1.2

3.1

3.2

41

4.2

4.3

EXECUTIVE SUMMARY

Shelforce is an internal service within Birmingham City Council which
manufactures Windows and Fire Doors, primarily for use within the City’s Social
Housing Stock, which delivers a notable operating profit.

The operation is based in leased premises at Erdington Industrial Park. Approval
is sought to enter into a new five-year lease from March 2024 which will provide
the service stability to deliver existing contractual commitments and further grow.
The increases rental has already been considered in the service area’s Business
Plan and will covered by increased sales.

COMMISSIONERS’ REVIEW

Commissioners support the recommendations.

RECOMMENDATIONS
That Cabinet Committee Property:

Authorises the Assistant Director of Corporate Landlord to enter into a new lease
of Units 21/22 Erdington Industrial Park on behalf of Shelforce on the terms as
set out in Exempt Appendix B.

Authorises the City Solicitor to prepare, execute, and complete all relevant legal
documentation to give effect to the above

KEY INFORMATION

Context

Shelforce is a King’s Award-winning internal service within Birmingham City
Council which manufactures Windows and Fire Doors, primarily for use within the
City’s Social Housing Stock. The service made an operating surplus of £1.2
million in 2023 / 2024 from the sales of these products to the Council’s repairs
and maintenance contractors for installation into our stock, which feeds back into
the General Fund.

An increase in the demand for products will be driven by the increased stock
investment built into the Housing Revenue Account Business Plan in order to
meet Decency Standards within the next 8 years. The additional surplus this will
generate has been recognised having a positive impact on the Council’s current
General Fund financial position.

The operation has been based in leased premises at Erdington Industrial Park
(see Appendix A for site plan) for a number of years. Approval is sought to enter
into a new five-year lease from March 2024 which will provide the service stability
to deliver existing contractual commitments and further grow. The increases
rental has already been considered in the business plan and will covered by
increased sales.
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4.4

4.5

4.6

4.7

4.8

4.9

4.10

4.1

412

413

Shelforce’s future continued financial success and growth is reliant on having a
suitable, well-located base of operations in Birmingham. At present there are no
other alternatives to site Shelforce.

With current forecasted growth and orders placed there is significant risk that if
the leased is not renewed then there will be a negative impact on the service’s
contribution to the General Fund. To successfully maintain and achieve the
capacity for growth, it is critical we renew the lease so that can build on the
demonstrated evidential successes of the last 11 years.

The renewal of the lease will deliver the following benefits / outcomes:
. Continued profit / contribution to the General Fund at 10% of sales revenue
. Continued Fire door production keeping residents safe.

. Continued Window manufacture of energy efficient and enhanced security
product.

Negotiations have been led by surveyors within the Corporate Landlord division
using market evidence from the locality and the wider Birmingham industrial
market. As part of the implementation of the Corporate Landlord model the
division will devise and implement a strategy around the leasehold estate with
the objective of reducing the number of leases held by the City Council in the
longer term and ensuring the full corporate utilisation of such assets.

Proposal and Reasons for Recommendations

Entering into a new lease will enable Shelforce to deliver its existing contractual
obligations and grow the business.

Entering into a new lease for five years will allow the service time to consider
options for future property solutions.

Other Options Considered

Do nothing — not renewing the lease will result in a lack of premises in which to
manufacture units, leading to both failure to meet contractual obligations and a
negative on the City Council’s housing stock.

Sharing accommodation — as part of a wider review of depot premises operated
by the City Council it is assessed that given the size of the Shelforce operations
there are no other premises which could accommodate the function.

Lease alternative premises — having reviewed operations it is considered that
Shelforce would require premises of a similar size, specification and location,
resulting in a similar level of rental. There would be additional costs in respect to
dilapidations in exiting the current premises, removals and potentially the
acquisition of new equipment which may not easily be moved.

Acquire new premises — a property search failed to identify suitable premises in
terms of size, specification and location which could accommodate Shelforce. It
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4.14

4.15

7.1

7.2

7.3

8.1

8.2

should be noted that any acquisition proposal would have required funding
through borrowing. However, this will be again fully considered well in advance
of the proposed lease expiry in 2029.

Build new premises — there wasn’t sufficient lead-in at the time of the most recent
lease renewal to consider this as a viable option. However, this will be fully
considered well in advance of the proposed lease expiry in 2029.

Renew existing lease — the renewal of the lease of the current premises would
allow Shelforce to deliver their current contractual obligations and plan a property
solution for the future aligned to the Business Plan, looking in particular at options
4,12 and 4.13

RISK MANAGEMENT

Conclusion of the new lease. The Landlord has already supplied a copy of the
new lease with Legal Services are presently reviewing. A short-term Tenancy At
Will has been entered into the document the City Council’s occupation until the
new lease is completed

CONSULTATION

The Cabinet Member for Housing has been consulted and is supportive of the
renewal of the lease to provide a stable base for the service to deliver its
contractual obligations and grow the business.

MEMBER ENGAGEMENT

Ward Councillor(s)
No comments were received from the ward member.

Overview and Scrutiny

The Chair of the relevant Overview and Scrutiny Committee has been engaged
with.

Other
Not applicable.

IMPACT AND IMPLICATIONS

Finance and Best Value

The proposal is affordable and is self-funded by Shelforce for the lifespan of the
new lease term.

Shelforce has a net annual budget of £0.500m surplus, and under budget
recovery proposals this increased to £0.900m in FY23/24. Shelforce contributed
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8.3
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8.8

8.9

8.10

£1.200m in FY23/24 ahead of budget and is on target in FY24/25 to achieve a
surplus of £1.100m against a projected income of over £10m.

The financial risks of not undertaking this investment are the inability to meet
revenue savings targeted in the budget recovery plan, or at worst do not meet
current levels of surplus, and also the knock-on effects of the reduced supply to
the Housing Improvement programme, aimed at bringing Council Stock to Decent
Homes Standard.

Legal

Although there is no duty for the Council to have a provision for the manufacture
of PVCu windows and doors, Section 1 of the Localism Act 2011 contains the
Council’'s general power of competence to do anything that individuals generally
may do, which is circumscribed only to the extent of any applicable pre-
commencement restrictions and any specific post-commencement statutory
restriction of that power. Section 4 of that Act only requires that if the council do
anything for a commercial purpose, that they do it through a company.

Section 120 of the Local Government Act 1972 authorises the Council to acquire
by agreement any land for the purposes of any of its functions under that or any
other enactment or for the benefit, improvement or development of their area.

Section 111 of the Local Government Act 1972 contains the Council’s ancillary
power to do anything which is calculated to facilitate, or is conducive or incidental
to the discharge of any its functions, including the expenditure or borrowing of
money or the acquisition of property

Equalities

An Equality Assessment Ref No. EIA000862 dated 26th October 2024, is
attached as Appendix C. The assessment confirms there is no adverse impact
on the characteristics and groups protected under the Equality Act 2010 and a
full Equality Assessment is not required for the purpose of this report.

Procurement

There are no procurement implications arising from this report.

People Services
There are no human resources implications arising from this report.

Climate Change, Nature and Net Zero

An Environment Sustainability Assessment has been undertaken and is attached
as Appendix C. This is further supported by the service’'s 1SO14001
Environmental Management Systems accreditation.
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8.11

8.12

10
10.1

Corporate Parenting

There are no implications or opportunities in relation to the Corporate Parenting
responsibility arising from the recommendations in this report.

Other
There are no other implications arising from the recommendations in this report.

APPENDICES

Appendix A — site plan

Exempt Appendix B - Private Report

Appendix C - Equality Assessment Ref No. EIA000862

Appendix D - Environmental and Sustainability Assessment

BACKGROUND PAPERS
There are no Background Papers.
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