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1. Introduction 

1.1 The purpose of this report is to advise members of progress relative to the privately owned 
flats at Ainslie Road and Maclehose Road in the Kildrum area of Cumbernauld, where 
problems have been identified affecting the concrete floor slabs. 

2. Background 

2.1 My report to Committee on 1 February 2001 outlined the background at 1-59 Maclehose Road 
and 2-24, 36-70, 96-130, 160-206 and 222-230 Ainslie Road, Kildrum, Cumbernauld, which 
are four-storey blocks with carports at ground level. Of the 108 flats, 11 are owned by 
Communities Scotland (formerly Scottish Homes), who inherited them from the former 
Cumbernauld Development Corporation, and the other 97 are owner-occupied, having been 
acquired under right-to-buy provision. 

2.2 The construction of the blocks features pre-cast concrete floor slabs, and a structural survey 
for Scottish Homes in late 2000 found that several individual slab units were in need of urgent 
repair, and raised concerns for the structural integrity of the majority of slabs over the medium 
to long term. The report concluded that the slabs were at high-risk of having, or developing, 
defects related to carbonation and the corrosion of the metal reinforcement. In addition, 
numerous defects in the fabric were noted, particularly to roughcast, damp-proof courses and 
weather-seals to balcony doors and windows. A budget cost of &35,000 per flat plus fees and 
VAT was suggested. 

2.3 Subsequently, another engineer was commissioned to investigate the condition of the other 
blocks where Scottish Homes had no ownership. This engineer’s investigation found similar 
failing in these blocks. 

2.4 It was agreed in January 2001 that a broadly-based option appraisal study was required, to 
consider not just the technical aspects of the properties condition but the financial, economic 
and organisational facets of the various options which may be open to the owners as a group 
over the medium to long term. The report, considered by Housing and Property Services 
Committee on 1 February 200 1 and subsequently approved at Policy and Resources 
Committee, authorised me to agree details of an option appraisal study, and agreed that the 
Council would fund up to one third of the cost of the study, the balance being funded by 
Scottish Homes and the private owners. 
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The requirements for the study were agreed with Scottish Homes and Ainslie Maclehose 
Action Group, representing the private owners. After invitation of tenders, Ann Flint and 
Associates were commissioned to undertake the study. They met regularly with 
representatives of the three funding organisations to discuss and refine the nature and progress 
of their research. The final report of the study was completed in January 2002. A copy of the 
Executive Summary is attached as Appendix I to this report, and a copy of the full report has 
been placed in the Members’ library. 

The study concludes that whilst the rehabilitation of the blocks is technically possible, a 30- 
year life cannot be guaranteed and the flats will be increasingly difficult to use as security for 
mortgages. The study looks at a number of options but makes a clear recommendation for the 
implementation of the option to demolish all the flats and replace them with new terrace 
houses within as short a time-scale as possible. 

The Council has, as indicated above, been involved in the preparation of the study and I would 
not recommend that any alternative option be considered. What is clear, however, is that the 
Council has no funds available to finance any of the options considered in the study, 
irrespective of the level or type of compensation which might be available for owners whose 
homes might be demolished. The owners’group considers that they have a moral, if not a 
legal case, to be given consideration by the Scottish Executive, and have agreed to approach 
Ministers on this basis. 

Officials have considered the report and are of the view that the Council’s response must be 
dependent on the way in which the options are viewed by the Scottish Executive. 

Proposals 

At this stage I would not recommend any action other than to await the response of the 
Scottish Executive to the owners, and to indicate that the Council is willing to work 
constructively with all other parties to achieve a solution which is practicable, sustainable and 
equitable. 

Corporate Considerations 

The option appraisal report has been considered by officers from the Administration, Finance, 
Planning & Environment and Housing & Property Services Departments. No additional action 
is recommended at present but the legal, financial and other implications of any subsequent 
proposals will require much detailed consideration in due course. 

Recommendation 

It is recommended that Committee: 

Note the Option Appraisal Study report, and 

Records the Council’s willingness to work constructively with all other parties to achieve a 
solution to the problems of the Ainslie Road/Maclehose Road owners, which is practicable, 
substantial and equitable. 

Further Information 

rther information is available in the Housing & Property Services Departments. 

zie 
Director of Housing & Property Services 

C:\TEMPMINSLIE-MACLEHOSE.doc 



APPENDIX I 

EXECUTIVE SUMMARY 

1. THE CURRENT SITUATION AT AlNSLlE - MACLEHOSE ROADS 

The 108 flats, 18 closes in 7 blocks, at Ainslie and Maclehose Roads, Kildrum, were built in the 
1960's by Cumbernauld Development Corporation. By 1996, when the Development 
Corporation was being wound up, 97 of the flats had passed into private ownership. The stock 
transfer process initiated by the New Town wind up required stock condition surveys to be 
carried out. These led to the stock being excluded from the transfer process. (2.1 and 2.2) 

In the course of this study it has become clear, that, given the nature of the defect affecting the 
concrete slabs (carbonation caused by the use of calcium chloride as an additive during the 
manufacturing process), there is no realistic way of carrying out remedial structural repairs to 
achieve the 30 year life required by lenders or funding bodies. (3.4). The condition of the 
properties is such that values have been reduced from an average of approx €37,000 to €7,000 
per flat). (2.3) 

The structural problems have almost certainly contributed to the problems of water penetration 
through movement and deflection within the floor slab and spalling of the edge beams. 
Dampness is not simply a problem of lack of maintenance by owners. (3.4) 

A number of legal opinions on liability have been obtained and none are optimistic that owners 
would be successful in establishing liability in court. Nonetheless, owners would probably try to 
recover their costs in this form if no other satisfactory solution were found. If any case were to 
be pursued, the probability is that a publicly funded legal aid case would be mounted against a 
public sector body, giving rise to further public expenditure on this situation. (APPENDIX 2- 
LEGAL OPINIONS ON LIABILITY) 

2. THE OWNERS 

The population is dominated at 70% by 1 or 2 person hhds with 20% being pensioners. (4.1) 
Only 40% of the population is earning. A financial survey was designed by a consultant with 
extensive money advice experience and sent to all owners. 

This data shows that, without some form of compensation, at least two thirds of owners would 
not be able to afford the cheapest of 2 bedroom ex public sector properties in Cumbernauld. On 
the other hand, if compensation were paid, then 96% of owners would be able to afford to 
rehouse themselves, albeit in cheap property which may be too small or not well suited 
otherwise to their needs. (4.2) 

It is estimated that new housing could be provided on this site at a cost of f60,000 per unit. At 
this cost, a maximum one third of owners would be able to afford new housing without any 
further financial help if compensation were to be paid. (4.2) 

The house purchase process for owners. 
The house purchase process in Scotland is governed by 'caveat emptor' - buyer beware. If 
'caveat emptor' is to hold, we need to question whether a buyer taking all recommended actions, 
such as a structural survey at the time of purchase, would have bought the property. The 
Structural Partnership thinks that a structural surveyor would not have been considered 
negligent for not recommending concrete analysis and no signs of structural problems would 
have been visible until perhaps recently. So, buyers would not have been informed and could 
not realistically be expected to know about the problem. (4.4) 

Owners however thought that a public landlord was a safe seller though in fact, buyers were 
purchasing from a housing provider who had adopted a riskier construction programme than 
would have been adopted in the private sector. The seller was also obliged to sell houses under 
the 1980 Housing Act. 



Summary of income survey results 

Income survey - overall results 
I 

In receipt of working families tax credit 
In receipt of any disability or sickness 
benefit 
In receipt of income support or job 
seekers al I owa n ce 
In receipt of state retirement pension 

2 

7 

1 
24 

3. OPTION APPRAISAL (8.1) 

Option 2 
Do full structural and 
other remedial works 
necessary to secure 
a 30-year life span 

Options dismissed 

absentee landlords and privately rented. 
Surveys indicate that no 30-year life can be secured 

Option 1 
Do nothing but 
monitor and repair 
as problems appear 

Structural surveys have shown that a guaranteed 30-year life 
is just not achievable. Without this guarantee, owners will be 
unable to sell the properties to those requiring to purchase 
with a conventional mortgage. The process of sales at 
auctions for knock down prices off  10,000 would continue 
and eventually, the blocks would become dominated by 



Options appraised in full 

Cost of replacement housing 
Housing Benefit over 10 years 
Lost tax income based on 20% of 

Option 3a, Demolish 
flats and redevelop 
site in short term (2 - 
5 years). 
Option 3 Demolish 
flats and redevelop 
site in medium term 
(1 0 -1 5 years) 

Option 5 Demolish 
without redeveloping 

f 3,564,000 
f80,910 
f49,134 

Discounted cash flow valuations were carried out on these 
various timescale options and the 5 year rebuild period was 
found to be the most economic as fewer repairs would be 
needed to maintain the buildings in a safe condition until they 
were demolished. This would probably also be owners 
favoured option -we think it unlikely that many would wish to 
remain as tenants for 10-1 5 years and would leave before this 
time, so reducing the guaranteed market for the houses that 
will make rebuilding less risky. 
It is unlikely that owners would unite to take this type of 
action. The Council would need to step in at some point and 
serve a Dangerous Buildings Order and a Demolition Order. 
It might take some years for the buildings to fall into this 
dangerous state. In the meantime, the properties would have 
deteriorated as owners would see it pointless to maintain, 
some owners would abandon and further properties would be 
purchased and let for private rent. 

outstanding mortgage debt 
Total cost to public sector 

4. FINANCIAL ISSUES 

Overall cost to public sector 
The financial profile of owners shows that few would be capable of dealing with their own 
housing circumstances without some help from the public sector. Indeed, it is estimated that 
there will be a cost to the public sector of dealing with this situation, regardless of whether 
upfront compensation is paid to owners. It is clear that the average owner starts this process 
with debts and no assets and could not afford to provide for their own housing solution so 
subsidy in terms of Housing Benefit, increased Income Support claims, lost tax income on 
unpaid mortgage debts etc would be payable. In addition, owners would add to the queue of 
those seeking affordable housing. In this part of North Lanarkshire, there are 9 applicants for 
every house compared with 3 for every house in other parts of the authority's area. 
Replacement by social rented housing would be required in due course. Taking only the costs 
that we can reasonably calculate, the overall costs to the public sector if no compensation is 
paid to owners, can be seen to be in the order of f3.7M. 

f3,694,044 

Total calculable costs to public sector 



Sources of support to owners (5.3 - 5.6) 

Support 
Option 
Repair 
Grants 

Defective 
Properties 
s287 of the 
H(S)A 1987 

Compulsory 
Purchase 
GPO) 

Discussion 

Repair Grant would be paid for from 
the ''non -HRA' allocation for 
supporting private housing. The 
Council will wish to consider length of 
life and value for money compared with 
repair grant put into other 'safer' 
properties that would have a longer life 
This would oblige NLC to provide 
financial help to repair or to repurchase 
properties at 95% of the market value. 
The benefit of using this legislation, as 
opposed to CPO legislation, is that 
absentee owners would be treated 
equally with remaining owner- 
occupiers. 
NLC could CPO properties following 
declaration that properties are BTS by 
reason of being structurally unstable 
and/or not substantially free from rising 
or penetrating damp. If CPOs were to 
be used, a number of owners who now 
live elsewhere would not get the 
supplementary payment which would 
bring the compensation they receive 
for their properties up to market value 
without defects 

Overall cost 

f 1.455M. 

f 3.41 M + f 0.55M homeloss 
etc 

f3.7M incl homeloss etc 

Potential sources of funding for redevelopment (6) 
These are: 

Equity Loan Scheme 
GRO Grant (for supporting new build housing in marginal areas) 
Shared Ownership 

The principle feature of an Equity Loan is that the redemption value of the loan is linked to the 
value of the house. If 20% is lent in equity loan then 20% of the increased house value is repaid 
at the time of sale. The loan is interest free and can be redeemed at any time or on the sale of 
the house. Only in specific circumstances are grants repayable to the funder. There is though 
still a cost to be borne in providing an interest free loan. 

5. ARCHITECTURAL APPRAISAL OF REDEVELOPMENT OPTIONS (7) 

The 2 - 5 Year Life Option (7.1): 
From the extent of the limited survey it would appear that priority should be given to the 
waterproofing of terraces and roofs, any other areas suffering direct water penetration, short 
term measures to limit further deflection of the concrete slab units and measures to prevent 
further deterioration and spalling of the exposed concrete edge beams. This option must not be 
seen as anything other than a holding operation while redevelopment gets underway and to 
allow for phased development to take place. 

The 10 - 15 Year Options:(7.2): 
Alternative medium term life spans of 10 or 15 years have also been considered, however these 
would require greater input at the present time to ensure that the buildings remained habitable 
over a longer period. 



Comparison of retention costs (7.4) 

Year: I Monitoring: I Terraces: I Edge beams: I Goal posts: I Totals: 
2 - 5 year I f108,000.00 I f270,000.00 I f135,000.00 I f80,000.00 I f593,000.00 
option 
10 - 12 f453,600.00 f360,000.00 f 1,440,000.00 f415,000.00 f2,668,600.00 

I Year I 

Options for Redevelopment (7.5) 
The proposed layout shows an option for building houses (or flats) on the "footprint" of each of 
the blocks of flats, plus additional houses on spaces freed up by the reduction in height of the 
development. This would give a total of 80 houses. In this way, use can be made of existing 
foundations and cross-wall structure up to ground floor level. 

Each of the "footprint" blocks could accommodate 2 two-bedroom and 2 three-bedroom houses. 
Storey heights could be varied to provide one-bedroom single storey units and larger four- 
bedroom houses to achieve the desired housing mix. These also show the benefits of 
maximising orientation to increase passive solar gain. 

Two phasing options are considered however both would iake abut 40 -45 months to allow for 
phased redevelopment. (7.6) 

Other benefits of redevelopment (7.7) 
The broader benefits of the phased housing renewal option, compared with redevelopment by a 
contractor on a speculative basis. These include a potential for more sensitive design to match 
with the existing housing; maintaining the existing successful community with resident 
participation in design and opportunities for environmentally friendly design options to be 
adopted. 

Procedures vary slightly depending on the amount of compensation paid to owners through 
purchase of the blocks. These options are discussed fully in 9.2. 

6. DEMOLISH AND REBUILD WITHIN 5 YEARS - HOW IT WORKS.(S.I) 

Each option assumes the following path. 

1. 

2. 

3. 

4. 

5. 

6. 
7. 

8. 

A regeneration agency would be selected. If Cumbernauld Housing Partnership were 
purchasing the residuary Scottish Homes houses, then this would be the obvious 
agency as a single ownership is required for the redevelopment process. 
The Regeneration Agency would arrange funding to purchase the properties. This 
might need to be grant funded. 
In Option C, the Council would initiate compulsory purchase procedures where owners 
do not sell willingly. 
The procedures would include an agreement with owners that outstanding mortgages 
would be redeemed and any remaining funding paid into a Trust Fund to be held against 
purchase of new properties (the agreement would also allow owners who wished to 
move to retrieve their remaining contribution with interest.) We do not envisage a Trust 
Fund being required in Option A as owners would have no surplus capital after payment 
of outstanding mortgage. 
The Regeneration Agency would commission architectural works and commence the 
planning and procurement process for the regeneration. 
Owners would pay market rent to the Regeneration Agency. 
The Regeneration Agency and the owners would have a redevelopment agreement 
which governed the terms of the Trust Fund, obliged the owners to accept decants 
within the blocks during the redevelopment and provided for owners involvement within 
the redevelopment process. 
Phased redevelopment would commence within approximately 1 year of purchase of the 
blocks. 



9. The first phase would be cleared and owners decanted into voids elsewhere (it is 
assumed that current market rented properties would be vacant when purchased and 
that Scottish Homes houses would only be relet as decants). 

10. When new houses are complete, owners from Phase 2 would move in and phase 2 flats 
would be demolished. 

11. Trust Funds would be released to purchasing owners and Equity Loans provided to 
make up individual owners funding gaps. 

12. The whole process will take some 5 years. 
13. When owners sell, the Equity Loan would be repaid. 

Purchase and Compensation Options ( 9.2) 
All the following use average prices as illustrations. The options are: 

Option A - payment at market value with defects 
The purchase price would be (approximately f7,000 average) plus hardship payments to any 
remaining owners who were resident in December 2000 (the time this problem was discovered) 
to cover the costs of their outstanding mortgage. This would mean that no private owners should 
become bankrupt but also means that many would not be able to afford to remain owner 
occupiers. We have estimated that, with this option, 66% would not be able to afford the new 
build housing with less than 50% equity loan. 

Option B - payment at market value with defects or original purchase price. 
This is similar to Option A but with payments to remaining resident owners at the original 
purchase price paid for the house. This would put owners back where they were before they 
bought but would be less favourable to the those owners who are typically older, living on 
pensions who bought some time ago through the Right to Buy and have now substantially paid 
off their mortgages. A number of these owners would not be able to afford to remain owner 
occupiers. We have estimated that, with this option, 35% would not be able to afford the new 
build housing with less than 50% equity loan. 

Option C - payment at Compulsory Purchase valuation 
The purchase cost would be f 12,000 approx for non resident owners and f37,000 approx for 
resident owners. This is the only option which could be guaranteed to be implemented as NLC 
would be able to use it’s powers to buy out owners who would not otherwise participate. 
However, the costs to the public sector are the greatest. While those owners who remain would 
recycle their compensation into the new houses, much would ‘leak’ out of the area with 
departing owners. This option keeps most owners in owner occupied housing. A greater 
number of owners would be able to afford more than the purchase price of the new houses and 
be able to retain more capital as savings. Almost all owners would be able to afford the new 
build housing with less than 50% equity loan. The question does arise as to what would happen 
to those owners who have had to move since the discovery of the structural problems when 
market values dropped dramatically. We suggest that those owners who were resident in 
December 2000 shod be paid the supplementary payment to take the value of their properties 
up to the value without defects. 

There may be a concern that owners who bought through Right to Buy will get a ‘double subsidy’ 
from this form of compensation. However, if these owners receive less than market valuation, 
then many will simply be forced back into renting subsidised housing. It is also likely that these 
owners will require higher levels of equity loan to fund continued owner occupation and that this 
will be a repayable loan, rather than additional subsidy. 



DEMOLITION AND REBUILD OVER 5 YEARS - FINANCIAL ILLUSTRATION 

Cost of regeneration (3) 4.8 4.8 4.8 
TOTAL 5.82 6.35 8.22 

INCOME 
Sales paid by: 

Equity Loans (5) 
Grant for rented housing (6) 
Private loans for rented housing 
New owners (7) 

Owners savings and mortgages (4) 1.47 2.4 3.3 
0.33 0.6 0.3 
1.8 0.9 0.45 
0.6 ' 0.3 0.15 
0.7 0.7 0.7 

otal income 

SHORTFALL TO BE MET BY GRANT I 0.92 I 1.45 1 3.32 I 
I I I I 

4.9 I 4.9 I 4.9 I 

Total public sector expenditure 
Shortfall grant 0.92 1.45 3.32 
Cost of equity loans (say 10%)(8) 0.033 0.06 0.03 
Grant for rented housing 1.8 0.9 0.45 
TOTAL 2.753 2.41 3.8 3.7 

7. CONCLUSIONS AND RECOMMENDATIONS (10) 

Summary of the argument 
The owners at Ainslie and Maclehose Roads have found themselves in a situation that is not of 
their making. The flats are structurally unsound but they would, in all probability not have been 
able to discover this, even were they to have carried out the most comprehensive of house 
purchase surveys. There is no solution to this problem that does not involve a cost to the pubic 
sector. The 'no active intervention' solution is a most unsatisfactory one, which would involve 
the majority of owners being made bankrupt (probably with consequential health costs), incur 
losses to private lenders, and probably result in owners taking legal aid supported court action 
against a public sector body. In the meantime, the properties would start to decay as owners 
would not see repair as worthwhile and further sales to absentee owners for renting out would 
be expected. The fact that these owners cannot afford to deal with their own housing solutions 
without some compensation means that many will end up in rented housing and claim housing 
benefit. Further pressure would be put on the affordable housing market, in a pressurised area, 
displacing others in need. New housing would need to be provided in due course. The cost of 
this option is at least f3.7M. 

The other solution involves demolition and rebuild, compensating owners for their loss but 
encouraging this compensation to be recycled into purchasing new housing to be built on the 
site. The costs of this option vary with the amount being paid to owners as compensation. The 



less that is paid, the less capable are owners of dealing with their own housing solutions and the 
more that must be put into providing rented housing. This option would cost between f2.41M 
and f3.8M, though a higher amount than this would need to be found initially to fund the 
repayable equity loans. 

Our recommendations (8.4 and 9.3) 
We recommend that the blocks are demolished and rebuilt on a phased basis over the next 5 
years and that compensation is paid at levels that would be paid through compulsory purchase 
to all remaining owners who were resident at the time the problem was discovered in December 
2000.. This is expensive though costs are similar to ‘no active intervention’option. 

When slum clearance was prevalent, CPOs were the most commonly used mechanism to buy 
out owners. Recent regeneration activity involving owners in ex RTB housing have also bought 
out owners at market value. This level also maximises the number of owners who can remain in 
owner occupation and not require subsidised rented housing. This option therefore seems the 
best for owners and has the clear advantage of being enforceable through the use of 
compulsory powers if required. We therefore recommend that compulsory purchase price option 
is used. 

The outputs though are considerable. There would be a very satisfactory architectural solution, 
developed in conjunction with the users which could both benefit both the immediate 
environment (by securing an area which is already jeopardised by the poor condition of the 
Ainslie Maclehose flats) and the wider environment by developing an eco-friendly design 
solution. 

Next steps (10.3) 

Securing public funding 
The next steps commence with the political solution to finding more funding for North 
Lanarkshire Council to implement the recommended solution. This Council does not appear to 
have received as large an allowance for supporting private housing as their neighbours an the 
sum required is twice their current annual expenditure on private housing. The council also has 
many other owners to support in Cumbernauld and cannot reasonably reallocate it‘s existing 
funding commitments. 

It must be recognised that much of the Cumbernauld housing stock was built using techniques 
that appear to require considerably more renovation expenditure than the transferred housing 
stock of the other new towns. This is a problem that has arisen from stock transfer and parallels 
must be drawn with stock transfer in Glasgow where it is understood that the Council there is 
likely to receive additional funding to help with regeneration activity involving private owners on 
the back of stock transfer. 

GRO Grant from Communities Scotland. 
We are proposing a regeneration package in a locality where house prices are already 
depressed because of the presence of poor ex-public sector stock. The involvement of owners 
reduces the risk associated with the redevelopment by providing a ready market able to 
purchase the houses. In these circumstances, we recommend that Communities Scotland 
considers using GRO Grant to support the process. The value if this grant could be paid to the 
regeneration agency to reduce the cost of the whole package and the amount of grant that 
would need to come from other public sector bodies. The advantage of using this grant is that a 
mechanism could be found to retain this grant in the area rather than have it ‘leak out’ with 
departing owners. 

Other next steps include: 
Securing private funding (10.3.3) 
Advice to owners (1 0.3.4) 
Full feasibility study (1 0.3.5 


