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1.0 Introduction 

1 .1  Notification has been received from the Scottish Office of the Council's capital allocation for next 
year's HRA Capital Programme - (Appendix 1 refers). 

1.2 The purpose of this report is to outline in broad terms the implications of this consent level. 

2.0 Basis of Consent 

2.1 There has been a major change in the way in which the consent is issued. Ministers have decided that 
HRA capital allocations will now be issued on a 
consent can then be increased by the addition of :- 

basis i.e. borrowing consent only. This net 

(a) the amount of usable capital receipts applied to the programme i.e. after debt repayment 
provisions of 75% of all receipts except land sales (50%); and 

(b) any budgeted revenue contribution to the capital programme. 

2.2 The Council's net consent for 1997/98 has been set at €12.139m and contractual commitments 
entered into in 97/98 but payable in 1998/99 should not exceed E6.07m. 

3.0 Comparison with 1996197 Resource Levels 

3.1 After account is taken of the dramatic reduction in capital receipt levels there is an estimated 38% 
reduction in resources available to finance capital spending as is shown in Table 1 over-page: 



2. 

Capital Receipts (Estimated) 

Council House Sales 
Rent to Mortgage 
Loan Repayments 
Land Sales 

1996/97 
f 000 

20200 
20 
55 

1000 

21275 
-------- 

Debt Repayment (5320) 

15955 

Net Borrowing Consent 11925 -------- 

Total 27880 

1 99 7/98 
f 000 

18915 
25 
75 

850 

19865 
-------- 

(14686) Difference 
f 000 

5 179 ( 10776) 
- - - - - - - - - 

17318 ( 10562) (38%) 
I--- -- 

Table 1 
Comparison of Resource Levels - HRA Capital Programme 1996/97 

and 1997/98 

3.2 To arrive at the "working programme" adopted for each financial year any budgeted revenue 
contribution along with a "slippage allowance" (normally 11%) is added to the above totals. 

3.3 The above Table clearly illustrates the massive reduction in resources available to support next year's 
capital programme. 

4.0 Implications for Current Spending Plans 

4.1 The last Housing Committee of 4 December 1996 approved an outline capital programme for 
1997/98. Table 2 compares this programme with the resources which are likely to be available based 
on the Scottish Office notification: 



3.  

Outline Programme 
f 000 

Usable Capital Receipts/ 
net Borrowing Consent 19430 

Revenue Contribution 1814 

Slippage Allowance (1 1 %) 2348 

23592 
- - - - - - 

Scottish Office 
f 000 

17318 

1814 

2104 

21236 
--I- -- 

Table 2 

Comparison of Base Programme 1997/98 with Scottish OfJice 
Resource Levels 

4.2 Part of the above shortfall could be made up if capital receipt levels exceed those included in the most 
recent returns made to the Scottish Oace. However, with the 75% debt repayment provision 
additional gross receipts of some &8Sm from council house sales would be required to make up the 
total difference. 

4.3 Alternatively to make up the difference between the 517.3 18m receipts and borrowing consent figure, 
with the current year's level of 527.88m would require an additional revenue contribution of 
510.562m which is equivalent to 53.77 in weekly rent terms. 

5.0 Issues Arising 

5.1  The Scottish Office consent level raises a number of issues which require consideration: 

0 net borrowing consent has increased by 2214,000 or 1.8% however it is unclear as to what 
extent this takes account of the addition of approximately 1200 ex-CDC houses 

0 there is still major uncertainty over the actual level of capital receipts which will materialise 
during 1997/98 

0 without the addition of further revenue contributions the 1997/98 programme will basically 
only cover allowed forward legal commitments for next financial year 

0 the limit set for new liabilities carried forward into 1998/99 of 26.07m is 62 % less than the 
comparable figure of 5 15.813m for 1997/98 

5.2 The Convener of the Housing Committee has previously made representation to the Scottish Office 
regarding the impact of the 75% use of capital receipts for debt repayment and a copy of the Housing 
Minister's response is attached at Appendix 2 for information. 



4. 

5.3 Further representation has been made to the Scottish Office following receipt of the capital consent 
level regarding a number of specific points in relation to the capital consent allocated to North 
Lanarkshire including: 

0 clarification concerning the position regarding resources available to repair and improve the 
former Development Corporation houses transferred to the new Council 

the average loan debt per house in North Lanarkshire at 24,200 is well below the national 
average of 26,521. The standard requirement for all authorities to use 75% of receipts for 
debt repayment is therefore flawed 

the average net consent per house in North Lanarkshire is approximately 222 1 and below the 
Scottish average of 2268. An explanation has been sought on the approach adopted to 
determine individual capital consent levels 

6.0 Conclusion and Recommendations 

6.1 Representing a 38% reduction on the current year's resource levels, which already are approximately 
19% less than those available to the previous District Authorities the capital consent level only allows 
very limited scope for additional work to be committed for spend next year. In the absence of an 
increased revenue contribution to offset at least part of the reduction the prospects for many urgently 
needed housing investment projects are extremely bleak. In turn this will have a detrimental impact 
on the local construction industry and will inevitably have serious implications for the Construction 
Services Department. 

Without any change in approach in terms of reviewing the debt repayment provisions or housing 
investment levels the "carry forward" commitment figures specified for 1998/99 suggest that the 
situation could in fact get worse. 

6.2 It is recommended that Committee: 

(a) Notes the content of this report and homologates the action taken to make representation on 
the dramatic reduction in capital resources available for next financial year; 

(b) Considers allocating additional revenue contributions from next year's housing budget to at 
least partly offset the reduction in capital resources; 

(c) Notes that a hrther detailed report on capital programme proposals for next financial year 
will be submitted to the next Housing Committee for its consideration; and 

(d) Refers the report to the Policy and Resources Committee for its information. 

7.0 Background Information 

7.1 Available from the Housing Department 

G Whitefield 

Encl. 



bq zs\ Appendix 1 
THE SCOTTISH OFFICE 
Development Department VCCOIld Q w y  

- -- 

E , h n L u r ~ h  LHG (KlCI 

Telephone 0 13 1-243 
Fn~O131-244 ?'!'I\ 

The Chief Executive 
North Lanarkshire Council 
DX 1502 
MOTHERWELL 2 

2.3 December 1P96 

Dear Sir 

Following on from the decision to require local authorities to set aside a higher proportion of 
capital receipts for debt redemption, Mmkters have decided that H R 4  capital allocations 
should in future be issued on a net basis. This wi!l require cl.;ingcs in the formal consent 
letter which will be issued early next y e a .  In the meantime. I am writing to give you 
advance notice of the basis ofthe terms of that consent letter as iL will af fec t  y ~ u r  autkority's 
abi?ity to incur liabilities to meet capi?al expenditure or. council housing in rhc financial yea: 
1997-98. 

?'our Council will be endtied to incur in 1997-98 liabilities to meet capital expenses provided 
that this does not result in capita: payments being made in that year exccedinE thc total 
f 12.139 million together with the amount of uscable rectipls which your Council applies to 
the programme and to the amount of current revenuc which is uscd to meet capiQ1 
expenditure in that year. 

Fud-iermorc, the Secretw of State will require that any new liabilities inciurcd in 1997-98 
by Girtue of this consent, when aggregated with existing liabilities, must not result in y ~ r  
nirthority ha-ving to make payments in the ycar 1998-99, or in any subsequent y c x  in cxcess 
o F 50% of the net mount  o f  $1 2.139 million specified G -b ove. 

In Yetting the figure referred to above, the Secretary of Statc has takzn account of your 
C'ourtcil's estimate of housing capital rccei,pts which, aliawing for set-aside of 75% (50% fur 
land soles) to redccnl debt, should enable your Counc:l to meet i ts  allowed forward legal 
commitments for 1997-98. Subject to tile requiremcnts to set asidc o proponion of any fuuthcr 
receipts raised, your Council will be able to augmcnt its allocation by ariy additional receipts 
generrtted during the year. 



The change to net provision will involve il number of considerations which will bc the 
subject of consultation with COSL.4. In particular, the abaternenx m d  adjustmcnts position 
in respeci of ?ay carry-forwad will need to be re-dctmnirxd. Consequently a f d l  and 
revised consent letter will be issued to authorities in due course once these negotiations have 
been completed. In the rncmtirne, the terms of thus letter should be suffi'ticienl for authorities 
10 plan their housing capits1 programmes fur 1997-98, 

In addition to the above, revised guidance on the housing capitnl planning system will a!so be 
issued in the New Yew. 

Copies of this letter arc enclosed for your Directors of Housing and Finame. Any enquiries 
relating to the t m s  of this letter should be addressed to either Mrs J Bannistor (013 1 244 
0126) or Mr Bob Anderson(O131 244 0123) (Fax 0131 244 0153), 

JOHN EWING 

JEM027 12.126 

TOTRL P. 83 



Raymond S Robertson M P  Edinburgh EH1 3DC 

Councillor Gerard McLaughlin 
Convener of Housing 
North Lanarkshire Council 
Member Services 
Civic Centre 
PO Box 14 
MOTHERWELL 
ML1 1TW 

T e l e p h o n e  0 13 1 -244 40 1 7 

Your Ref: GMcL/LCF 

January 1997 9 

Thank you for your letter of 2 December to the Secretary of State expressing concern about 
the increase to 75% in the set-aside of housing capital receipts with effect from 1 April 1997. 
I am replying in my capacity as Minister for Housing. 

I discussed this issue fully when I met COSLA representatives in St Andrew's House on 
23 December. While I note your concern I can only repeat what I said then, that I remain of 
the view that restrictions on the use of housing receipts are necessary if the increase in 
housing debt is to be brought under control and the burden on individual tenants reduced. 
Despite the controls on the use of capital receipts introduced last year debt has continued to 
rise. It is for this reason that the level of receipts to be repaid is being raised to 75% and 
brings Scotland into line with the position which has prevailed in England and Wales for a 
number of years. > 

North Lanarkshire still has access to substantial resources for investment in council housing. 
By concentrating these resources on the areas with the greatest need, the Council can take 
effective action to improve the condition of its housing stock. There is also scope for the 
Council to generate more resources through the transfer of stock to other landlords. The 
Private Finance Initiative provides further opportunities for authorities to make imaginative 
use of their resources to help lever private finance into housing investment and to meet needs 
which are difficult to afford through conventional means. 

RAYM D S ROBERTSON 
G Y  %& Recycled 

bA 
JEMO 12 12.126 


