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To: HOUSING COMMITTEE 

From: DIRECTOR OF HOUSING 

Date: 19 APRIL 1996 Ref G S W N R  

, 

Subject: Bid for Cumbernauld Development 
Corporation Housing Stock 

1 

NORTH LANARKSHIRE COUNCIL 

REPORT 

1. Introduction 

1.1 The purpose of this report is to provide an update on the current position regarding the Council’s bid 
for the 4,000 Cumbernauld Development Corporation houses, and seek approval for an increase to 
the bid in 3 of the 5 housing areas in Cumbernauld, which are substantially below the District 
Valuer’s valuation. 

2. Background 

2.1 Cumbernauld & Kilsyth District Council previously submitted a bid for the 4,000 remaining houses 
owned by Cumbernauld Development Corporation in August 1995, and it’s revised bid of 518.007m 
was approved by North Lanarkshire Council at its February 1996 Housing Committee meeting. 
However, following consideration of the revised bid by the Cumbernauld Development Corporation 
and the Scottish Office, Mr George Kynoch M.P., the Minister for Industry and Local Government, 
has advised that “In my view rather more is required from the Council which will need to re-examine 
its bid with the aim of significantly increasing its offers.” (Appendix 1 refers). At our request, the 
deadline for submission of our final bid has been changed from 19th April to Friday 26th April 1996 
although it was necessary to provide the Development Corporation with an indlcation of the extent to 
which the bid is likely to vary on 19 April. This request was complied with after consultation with 
the Council Leader and Committee Chair with the response clearly qualified on the basis that the 
matter had still to be considered by Committee. 

3 Revised Bid Proposals 

3.1 The Council’s current bid matches the District Valuer’s valuation in two of the five housing disposal 
areas, but is substantially less in the other three areas of older housing stock as shown in the table 
overpage. The reason for the difference in valuation are the difference in perception of what works are 
required to the housing stock and how quickly these works need to be done. The District Valuer has 
also been asked to re-examine his valuation of the housing stock, taking account of the Council’s 
stock condition survey findings, and a separate independent report by Caledonian University which 
appears to support the Council’s assessment of the stock condition and need for future investment. It 
is hoped that the combined effect of a reduction of the District Valuer’s valuation and an increase in 
the Council’s bid price, vcill result in the Council being placed on the ballot paper for all five housing 
disposal areas thereby meeting the wishes of the vast majority of the Development Corporation 
tenants. 
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5. Balloch, etc 

Total 

2. 

€8,560,000 €8,306,344 €8,560,000 €8,560,000 

€30,980,000 L15,000,526 €18,006,888 E20,018,05 1 

3.2 Tenants ballot & Stock Transfer 

Surveys of public opinion in Cumbernauld have consistently found a strong desire that the Council 
should succeed the Development Corporation as landlord. In the event of the Council's bids being 
accepted, a formal ballot of tenants is expected to take place in June '96, followed by a stock transfer 
in October 1996. Should the Council's bid be unsuccessfhl in any disposal area outwith Abronhill 
the stock could be transferred to Scottish Homes. 

3.3 In conjunction with the consultants previously employed by Cumbernauld & Kilsyth District Council, 
the financial projections contained in the bid have been re-examined to identify any scope for savings 
or re-phasing of works, to enable an increase in the bid price in the three areas where the bid was 
lower than the District Valuer's valuation. 

3.4 A package of measures have been identified, allowing an increase of approximately 22 m. in the total 
bid, resulting from: 

re-phasing of major works 
reductions in planned maintenance 
doubling the time span for completion of backlog and improvement works to ten years 
reducing responsive maintenance from year 7 
reducing management costs from year 3 

3.5 These changes do not result in a valuation equivalent to the District Valuer's original valuation, 
however it is the firmly held view that it is not practical or financially viable to meet the District 
Valuer's original valuation. As stated above, the District Valuer has been asked to re-examine his 
valuation and it is possible that this will be reviewed downwards. The final price paid will be 
determined taking account of the number of stock transferred in each bid area. 
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3. 

3.6 The implications of this change to the bid can be summarised as follows: 

Additional borrowing consent for the purchase of the houses will be granted in accordance with 
paragraph 5 4 7  of the Financial Guidance issued by the Scottish Office on 21st May 1993. 
The higher purchase price increases loan repayments thereby reducing the money available for 
repairs and improvement works. 
The re-scheduling and delay in major repair and improvement works will reduce the need for 
additional net borrowing consent during the first five years. 
Future phasing of works is dependent upon adequate resources being available within the capital 
consent levels determined by the Secretary of State in accordance with Section 94(1) of the 
Local Government (Scotland) Act 1973. 

4. Recommendation 

4.1 Committee approval is sought, with executive powers to increase the Council's overall bid to 
&20,0 18,05 1 made up as follows in each of the disposal areas: 

Abronhill 

Kildrum & Village 

Seafar, Ravenswood 
and Greenfaulds 

Carbrain 

Balloch, Westfield 
and Condorrat 

Total 

.€ 7,370,000 

.€ 1,534,582 

.€ 2,104,500 

.€ 448,969 

.€ 8,560,000 
--------------- 

f20,018,051 

G Wtef i e l  d 

Encl. 
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Appendix 2 

From the Minister for Industry and Local Government 
Ceorge Kynoch MP 

Norman Hogg Esq MP 
House of Commons 
LONDON 
SWlA O M  

Dover House 
Whitehall 
London SWlA 2AU 

d 

Telephone 0171-270 6750 
Fax 0171-270 6730 . 

2- April 1996 

I am writing following our meeting on 26 March when you and representatives of the 
Cumbernauld Residents Federation advanced your strongly held views that in the ballot of 
tenants the local authority should be an option for all tenants of the Cumbernauld 
Development Corporation. 

As I explained our policy allows for this but with the important proviso that bids from 
prospective landlords must be value for money. Ministers, as you recognise, must 
demonstrate value for money when disposing of public assets. In Cumbernauld the 
divergence between the valuation on behalf of the Corporation and the bids is by far the 
widest in any of the New Towns. The overall bid at around f 18m is some 60% of the District 
Valuer’s valuation but in Kildrum it is less than 19%, Seafar less than 24% and Carbrain less 
than 4%. The Council’s bid ranges fiom €215 per house in Carbrain to €1,600 in Seafar 
(average €850 per house) while the Corporation’s valuation ranges from €5,000 to €6,700 
(average €6,100 per house). The reasons for these Iarge variations have already been 
explored at local level. The Council’s business plan shows that it proposes to spend very 
significant sums on the properties in the first 5 years after acquisition; improvements on this 
scale must inevitably lead to lower maintenance costs in later years but, rather surprisingly, 
the bid does not allow for this. The improvements under the Corporation’s valuation would 
be undertaken over a longer timescale. Some of these would minimise future maintenance 
expenditure while others would be funded from rental growth. 

I 

LCB00628.036 
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The Corporation’s proposals are with the Department, but my decision will be deferred to 
allow a final effort to meet tenants’ aspirations and the need to demonstrate value for money. 
I have asked the Development Corporation to put all of the information provided by the 
Residents’ Federation, including the Caledonian University Report and the valuation obtained 
on behalf of the District Council before the District Valuer for his urgent consideration. In 
my view rather more is required from the Council which will need to re-examine its bid with 
the aim of significantly increasing its offers. I very much hope that you and the 
representatives from the Federation will press the Council to increase its bids. I have also 
asked the Development Corporation to seek an urgent meeting with the Council to review 
their bid. 

I have asked the Development Corporation to report the outcome of these further discussions 
to the Department by 19 April and I would expect to reach a decision by around the end of 
April. 

GEORGE KYNOCH 

LCB00628.036 




