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To: HOUSING COMMITTEE 

From: DIRECTOR OF HOUSING 

Date: 20 November 1998 Ref: GSW/IMcM/LV/6 

NORTH LANARKSHIRE COUNCIL 

Subject: Kilsyth Town Centre 
Housing Action Area for Improvement 
Phase 3 
Proposed Grants 

R E P o R T ~ ~ ~ ~ ~ ~  ITEM NO. .... 2% t.......aaC 

1 INTRODUCTION 

1.1 The purpose of this report is to update Committee on the progress in respect of proposals for 
Phase 3 of the Kilsyth Town Centre Housing Action Area, and to consider the provision of 
appropriate levels of Improvement, Repairs and Environmental Improvement Grants. 

2 BACKGROUND 

2.1 My report of 12 June 1997 advised Committee on progress to that date, and Committee agreed 
that officials should proceed with proposals for a reduced Phase 3 contract. Complications in 
the acquisition, by West of Scotland Housing Association, of those properties intended for 
demolition, have further delayed the proposals, but tenders have now been obtained by the 
Association’s consultants. A site start was scheduled for November 1998 but has been put 
back to January 1999 to allow shops to continue trading unintermpted up to Christmas. 

2.2 The property at 68 - 76 Main Street was not included in the tender documentation due to 
uncertainties regarding the participation of a shop owner; these have now been resolved and the 
refurbishment of this building will be negotiated into the contract. Similarly, the new-build 
development at 33 - 37 Main Street had to be excluded from the tender but it is hoped that the 
impasse concerning an existing commercial unit here will soon be resolved and that Scottish 
Homes’ agreement will be obtained to it being negotiated.into the contract. 

2.3 The costs for the individual house and shop owners have been allocated by the consultants, 
with common costs apportioned in terms of the conditions attached to the titles. The individual 
costs are indicated in Appendix 1 to this report. 

2.4 The house owners are entitled to assistance by way of Improvement Grants, and the 
commercial premises’ owners are, by virtue of the Notices served in terms of Section 108 of 
the Housing (Scotland) Act 1987, entitled to Repairs Grants. In previous phases of this 
Housing Action Area, resident owner/occupiers received a Improvement Grant based on 90% 
of their first €25,000 of costs, and 75% of the balance. Commercial premises owners received 
grant of 50% of their actual costs, which is the maximum permissible in terms of the Housing 
Act, although they may obtain additional grant funding from the Lanarkshire Development 
Agency. It was recommended in my report of 12 June 1997 that grants be approved on a 
similar basis for Phase 3, and the grant levels in accordance with this proposal are indicated in 
Appendix 1. If these levels of grant are to be approved, the consent of the Secretary of State 
for Scotland will also be required for increases in the approved expense levels above the 
normal maximum. 
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2.5 One significant change from the original proposals is that the owner/occupier of the house at 
3 1A Main Street now proposes to subdivide the property into two flats, one of which will be 
retained by him, and the other, on the top floor, will be sold after completion. As both 
proposed flats will be self-contained substantial 3 or 4 apartment properties, this proposal is 
entirely appropriate. Improvement Grant can only be provided at up to 50% on the costs for a 
new dwelling created by sub-division. In view of this, and to facilitate the completion of the 
whole contract, it is proposed that in these circumstances, the level of grant should be assessed 
on a different basis from the normal formula, as outlined in Appendix 1, viz. that grant be 
offered at 50% on the costs of the new flat created by sub-division and at the level of 90% on 
the full costs of the first-floor flat which is to be retained by the owner-occupier. This means 
that the total amount of grant being provided to this applicant is similar to what it would have 
been if the house had been kept as one dwelling (where the total costs would be slightly lower) 
with grant being calculated in accordance with the normal formula. Although the applicant 
will be able to realise a substantial sum from the sale of the upper flat which will offset his 
total costs, he will not make a profit on this transaction, and the net amount to be funded by 
him will still be higher than any other property owner in this phase of the Housing Action Area. 

2.6 In terms of Section 25 1 of the Housing (Scotland) Act 1987, a local authority can make an 
Environmental Improvement Grant towards the cost of improving the environment of a 
residential area, but the amount and percentage of such grants is at the discretion of the local 
authority. It is customary in jointly funded tenement rehabilitation projects that while Scottish 
Homes funds the Housing Association’s costs for house improvement, the local authority funds 
the costs of environmental improvement - back court works and stone cleaning - in respect of 
all the houses. In Kilsyth Phase 3 the cost of this work, inclusive of fees and VAT, is 
€47,557.00. This covers back court works to 75 - 79 Main Street and the proposed new build 
development at 83 - 87 Main Street, together with stone-cleaning to front and rear elevations of 
all the existing buildings. In the circumstances, it is proposed that a grant of €47,557.00 be 
approved in this connection. 

3 FINANCIAL PROVISION 

3.1 The total expenditure to the Council in the form of Improvement and Repairs Grants for this 
contract is thus a potential total of i448,920, as indicated in Appendix 1. The actual 
expenditure however, is likely to turn out less than this, due to a number of factors. 

a> The costs include an additional allowance for contingencies, representing 10% of the 
applicant’s share of common works costs. The inclusion of this figure is a 
requirement of Scottish Homes, but the advice of the consultant Quantity Surveyor is 
that this contract has been billed very comprehensively and that it is unlikely that any 
significant requirement to use this contingency figure will arise. 

b) The owners of commercial premises are all traders who are likely to be in a position 
to recover the VAT element of their costs. Grant has been calculated on the costs 
inclusive of VAT but this element would not be paid if the shopkeeper was able to 
reclaim the VAT through his business accounts. 

c> Recent advice from the Director of Finance suggests that where the Council 
undertakes works in terms of its statutory duties, any charge for these works is seen 
by Customs and Excise as a non-business supply and is outwith the scope of VAT. In 
the case under consideration, the Council has designated a Housing Action Area and 
has also served Notices in terms of the Housing (Scotland) Act 1987, Section 108. If 
the Council cames out the necessary works to comply with the statutory action, in 
default of the owners, either directly or through an agency, it appears that VAT may 
be recoverable under Section 33 of the VAT Act 1994 and would thus not represent 
an expenditure from the Council’s capital account. It is likely that the Council will 
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require to use its statutory powers in this case, and the position on VAT is the subject 
of further investigation by the Director of Finance. 

3.2 On the basis of the factors considered above, it is likely that actual expenditure on 
Improvement and Repairs Grants will be closer to a total of €371,000 as opposed to €448,920. 
The Council’s total expenditure on Phase 3, however, includes a number of elements which are 
detailed as follows. 

Likely expenditure on grants for 68 - 72 Main Street which is to be negotiated into the 
contract (€1 92,000). These properties were initially excluded, as discussed in 
paragraph 2.2 above 

Environmental Improvement Grant, as discussed in paragraph 2.6 above - €47,557 

Acquisition costs, as previously agreed, for the new-build sites at.33 - 37 and 83 - 87 
Main Street and 3 Backbrae Street. Expenditure was estimated at f 150,000 but is now 
likely to total around E145,OOO. 

Co-ordination fees, payable to the Council’s agents the West of Scotland Housing 
Association, as previously agreed - €32,200. 

Direct costs associated with the decant units. Although most of the costs of decanting 
residents and shops are passed on to the parties involved, some other costs remain to be 
funded directly by the Council from the Housing Action Area budget. In particular it 
has been necessary to extend the lease on the shops at 15 - 19 Main Street. Total direct 
costs for decanting are estimated at €35,000. 

3.3 Total capital expenditure by the Council is therefore now estimated at €823,05 1. This will be 
funded from the Non-HRA Housing Capital Budget mostly over financial years 1998/99 and 
1999/2000. This represents an increase of €67,000 on the figures previously reported to 
Committee, in July 1997, but those figures did not take account of decanting costs. The actual 
rise in costs to the Council over a period of 18 months is in the order of 3.0%. This rise can be 
contrasted with the overall rise in tender costs of 17.7% compared with the cost plan of two 
years ago. The reason why the Council’s contribution to the project has not increased 
proportionately is that information on common cost apportionment only became available 
relatively recently when the agents had an opportunity to peruse title deeds. This information 
led to reallocation of costs in many cases towards the shops, as apportionment was found to be 
based on rateable values and not on relative floorspace within the building. As shops receive a 
lower percentage of grant, the cost to the Council is reduced in relative terms. 

4 RECOMMENDATION 

4.1 It is recommended that:- 

a) The Council provide Improvement and Repairs Grants subject to the consent of the 
Secretary of State, up to the levels indicated in Appendix 1 in this report, for each flat or 
shop participating in the contract. 

b) Grants be provided in accordance with the same formula for the houses and shops at 68-76 
Main Street, which are being added to the contract. 

c) An Environmental Improvement Grant of up to €47,557 be provided. 

d) The direct costs associated with the lease of shops for decanting purposes, estimated at 
approximately €35,000 for phase 3 of the Housing Action Area, also be funded from the 
Kilsyth Housing Action Area allocation within the Non-HRA Housing Capital Budget. 
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5 BACKGROUND INFORMATION 

5.1 Information is available within the Housing Department. 

8 ,  GL& 1 \ 

G Whitefield 
Director of Housing Rpt464 

Enc 
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Appendix 1 

Address 

Owner/Occupied Flats 
71 Main Street 

77 Main Street 

3 1A Main Street 
(flat 1/1) 

3 1A Main Street 
(flat 2/1) - subdivision 

Commercial Premises 

23 Main Street 

27A Main Street 

31 Main Street 
69 Main Street 

73 Main Street 

75 Main Street 

79 Main Street 

Kilsvth Housinn Action Area - Phase 3 

Tender Costs and ProDosed Grants 

Total Eligible Cost 

253,865 

257,238 

287,261 

i84,761 

273,238 

2125,750 

268,193 

275,012 
238,158 

265,502 

22 8,505 

O/O Grant 

90% of 225,000 
75% of 228,865 

90% of 225,000 
75% of 232,238 

90% 

50% 

50% 

5 0% 

50% 

5 0% 

50% 

5 0% 

5 0% 

Amount of Grants 

&22,5 00) 
22 1,649) 

= 244,149 

222,500) 
524,178) 

= 246,678 

27833 5 

242,380 

236,619 
262,875 

234,096 

237,506 

219,079 

&32,75 1 

214,252 

Total Grants 

5 

2448.920 


