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New regeneration forum
AN ALL-PARTY PARLIAMENTARY
group launches this month to
provide a forum for MPs and peers
to raise awareness of matters
concerning urban renewal and
sugtainable development.

The All Party Parliamentary
Urban Development Group will be
launched on 18 July, chaired by
Clive Betts MP. A series of inquiry
sessions will begin this autumn as
the group stasts to tackle a range of
concemns, including financing
infrastructure — how devolved
financial powers and private sector
consortia can fund urban
infrastructure; regeneration funding
and governance ~ streamlining the
structures, planning barriers, and
bureaucracy that hold back
successful regeneration, housing
supplu — how te encourage
institutional nvestment in
affordable housing businessin
deprived areas — finding new
incentive structures to atiract
private investment into deprived
areas to kick-start regeneration: and
sustainable growth — how 1o ensurg
that the government's designated
growth areas are economicaily
viable over the lonig-tenm to avoid
creating vast housing dormitories,

Regeneration and REITS

From 1 January 2007 a new property
investment vehicle will be accessible
16 UK property investors: the UK Real
Estate Investment Trust. Although
REITs are undoubtedly a major
beost to the property indusiry, their
peneficial impact on regeneration is
likely to be at hest indirect.

REITs were infroduced to improve
both the guantity and gquality of
investment 1 the commercial and
residential property markeis, A
potential barrier that could restrict
the development of regeneration-
focused REITy is that the legislation
is clearly destgned to prohibit
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income from trading/ development
aciivities. The UK government sees
this a check on the tax advantages
offered to REITS as investment
rusts

The BPF beileves there is scope
for clarification of the restrictions
on development activities which
clearly has relevance for
regeneratians projects. Property
development or re-developiment
projects are particularly complex
activities arxd there is a concern that
the current rules on Hmlving
development leaves & number of
uncertain areas for participators in
large-scale development and
regeneration projects.

The governiment is increasingly
seeking to ensure greater
involvement of the private secior in
the financing and deliveny of
regeneration and sustainable
community targets. However, the
seale of institutional capital targeted
towards regeneration is still limited

Key to the future invoivernent of
instifutional capital in regeneration
projects is an increased

understanding of the institutional
investors requirenients, namely,
their expectations of asset returns
over the medium to long term, how
investors perceive the packaging of
retarns, understanding their risk
tolerances the nature of security
they require, alternative financial
raodels and market testing.

The introduction of REITs and the
growth in REIT products raises the
petential for significant moreased
institutional and individual
investment inta regeneraliocn over
the longer term, REITs may offer the
opportunity for the development of a
working model suitable for
encouraging institutional investment
and bank finance into regeneration
schemes. There ate alss likely to be
indirect benefits for regeneration
hecause it should help to maintain
properties in the commercial and
rented residential sectors as REITs
compete for the best tenants,

There has been a partdoulas
concern with major regeneration

schemes such as Thames Gateway

which cleariy require enhanced

participation by institutional
investors. A criticism of past
regeneration initiatives and policies
is that alt too often they are seen as
public sector-driven. Again, the
introduction of REITs, along with
the general increase in investor
appetite for property, should
improve private sector involvernent

Property development and the
community

The BEF has published the findings
of research examining the benetits
that Section 106 agreements delive
to local communities, The aim is te
better explain the positive role the
commercial property indusirg play
in local commaunities and the
superiority of a system that
maintaing a direct ink between
developers and local authorities
over that of a centrally administere
planning gain supplement.

The BPF's survey of its members
provided details of 126 major
development projects across the Ul
These 126 deveiopments have
agreed a total of £3bn worth of
benefits {0 local communities, This
figrire represents a tiny fraction of
what the entire property industry i
collectively contributing in Section
106 agreements nationally.

Property Development and the
Community will be used to inform
pelitical stakeholders of the value ¢
directiy negotiated planning
obligations, many of whom are
unaware of the henefits achieved
through Section 106,

The repert disproves the noticn
that developers build buildings,
make large profits and leave witho
contributing to the local communi
and demoenstrates that property
companies develop to invest for th
long-term and therefore it is in the
interest to ensute that their
corpmunities are successful
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