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Introduction 

The purpose of this report is to update Committee on the content of a recent announcement 
by the Minister for Social Justice which will affect social housing, and outline the possible 
implications for the Council. 

Background 

Despite undertaking detailed option appraisals only a handful of Scottish local authorities 
have opted to pursue large scale stock transfer. This Council, along with others through 
CoSLA, has been arguing for some time for more flexibility in the way housing investment 
for Council housing is managed. At present there is a rigid policy in place whereby 75% of 
all receipts from Council house sales must be used to repay outstanding loan debt. The 
amount the Council can borrow is also tightly controlled with the Council's HRA borrowing 
consent having been set at E12.3 million for a number of years. This figure does not take into 
account the Council's investment needs, or more importantly, its ability to borrow at a higher 
level due to relatively low outstanding loan debt and below average rent levels. As a result 
the Council has been spending around &7 million per annum from revenue to augment the 
HFL4 capital programme. It has been argued with the Executive that some of this money 
could be used to finance more borrowing to enable higher levels of investment in the stock. 
At the same time it has also been argued that the Council should have more flexibility 
regarding the level of receipts used to repay outstanding debt. 

The level of housing in owner occupation in Scotland, and particularly in North Lanarkshire, 
has increased significantly over the past 20 years, largely as a result of the Right to Buy. 
Many owners are on low incomes and find it difficult to afford to maintain their homes or 
carry out major repairs. This can have severe implications for the Council's own 
improvement programmes where owners who are unable or unwilling to participate in 
improvement programmes can delay or curtail proposed work. As a result the demand for 
grant funding has increased significantly, beyond the level of resources the Council has been 
able to allocate for this purpose. Even with maximum grant some owners are still unable to 
afford the repair/ improvement. The Housing (Scotland) Act 2001 will therefore change the 
grant regime from April 2003, including the introduction of means testing for all grants with 
those on the lowest incomes receiving up to 100% grant. The ceiling on the maximum 
approved expense on which grant can be paid has also been raised to E20,OOO. Again, while 
welcome, these changes will increase demand and pressure on the grant budget. The 
implications of these changes are the subject of a separate report to this Committee. 



3. Considerations 

3.1 In her statement to parliament on 7 November 2002 the Minister announced several key 
policy changes which will have implications for the Council. 

0 It is proposed to introduce a new housing quality standard for social rented housing. The 
Executive will shortly begin consultation on the specifics of the new standard and the 
date by which the standard must be met. This could obviously influence the investment 
decisions of the Council to ensure quality standards are being met and adequately 
recorded. 

0 While stock transfer remains at the heart of the Executives policy for increasing 
investment in housing the Minister announced that local authority housing capital finance 
will be brought within the proposed new Prudential Regime, already announced for the 
rest of local authority finance. This means that local authorities will be able to decide for 
themselves what is an affordable and prudent level of borrowing in their particular 
circumstances. It is proposed to introduce the Prudential regime from 2004. For Councils 
like North Lanarkshire this could increase the level of funding available for investment in 
housing to help meet the investment requirements identified through the stock condition 
survey. It would of course mean more money from rents going to pay loan charges over 
20-30 years. This increase would be off-set be reducing the amount of revenue funding 
used to finance capital spending (CFCR). 

0 There was no announcement on any changes to the level of capital receipts the Council 
must use to repay debt but a commitment has been given to consult further with local 
authorities on this issue. The Council is pressing this case through CoSLA. 

0 The Minister announced that it is proposed to replace borrowing consents with grant 
assistance which will be earmarked specifically for private sector housing purposes. The 
resources for this and for taking forward the work of the Housing Improvement Task 
Force will amount to E215 million over three years to 2005/06. The details of how this 
money will be allocated has still to be determined and while the announcement is 
welcome, and represents an increase on current levels of spending in Scotland on private 
sector grants, it is likely that much, if not all, of any increase in resources will be 
swallowed up by the increase in the amount of grant paid out to individuals following the 
introduction of means testing and increase in the approved expense limit. 

3.2 A copy of the correspondence received from the Scottish Executive regarding the 
announcement is appended to this report. 

4. Corporate Considerations 

4.1 Until the details of the changes announced by the Minister are known it is difficult to 
quantify the implications for the Council corporately, although clearly the replacement of 
borrowing consents with ring-fenced grant for the private sector could have implications for 
the Council's composite capital programme budget process. 
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5. Recommendation 

5.1 The Committee is asked to 

a) Note the content of the recent Ministerial announcement and potential implications for 
the Council as outlined in paragraph 3.1 of this report, and 

b) Note that further reports will be provided to Committee once further details on the 
implications of the changes announced by the Minister are made known. 

6. Background Information 

6.1 Background information is available within the Department or from the Scottish Executive 
web site www,scotland.g0v.uk. 

Thomas McKenzie 
Director of Housing and Property Services 
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Your ref: 
Our ref: 

7 November 2002 

Dear Director of Housing 

HOUSING POLICY ANNOUNCEMENT 

My purpose in writing is to bring to your attention a statement on housing policy that Margaret 
Curran, the Minister for Social Justice, has today made in Parliament. I attach a copy of the press 
notice that has issued. The full text of the statement may be obtained from the Scottish Parliament 
website at http://www.scottish.parliament.uW. 

As you will see, the announcement contains a number of important strands. Principally, the Minister 
has reaffirmed the Executive’s commitment to community ownership through the whole-stock 
transfer process. The lessons that have been learnt from the transfers currently in train will be 
reviewed and should result in improvements to the process. Consideration will also be given to the 
way resources can be used to support local authorities pursuing transfer proposals. A further 
announcement on this will be made in January 2003. Ms Curran also announced a commitment to 
establish a new quality standard for social housing in Scotland. The details of this new standard, 
including the setting of a target date and interim milestones, will now be developed in partnership 
with local authorities, RSLs and others. The Minister also announced that she has decided that the 
proposed prudential regime which has already been announced for all non-housing local authority 
finance should be extended to include Hoysing too. Finally, Ms Curran also announced that as well 
as consulting local authorities on the preceding matters she would also invite views from them on 
other innovative financing and stock management options might be developed in the Scottish 
context. As well as seeking fresh approaches this consultation will also invite local authorities to 
comment on the future use of HRA capital receipts in the context of moving to a prudential regime. 

A formal consultation paper will issue for comment before the end of the year. In addition, we shall 
be offering local authorities the opportunity to have face-to-face meetings with Executive officials to 
discuss the context of t h s  statement in more detail. We shall be in touch shortly to make the 
necessary arrangements. 

56 

http://www.scotland.gov
http://www.scottish.parliament.uW


I am sending a copy of this letter and attachment to your Directors who deal with Housing and 
Finance issues. 

Yours sincerely 

James Hynd 
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Media and Communications Group St Andrew's House 
Regent Road 
Edinburgh EH1 3DC 

Telephone: 01 3 1-244 1 1 I 1 

7 November 2002 

NEW STANDARD FOR SCOTTISH SOCIAL HOUSING 

A significant refoini of Scotland's social housing was signalled today by 
Social Justice Minister, Margaret Curran. 

Speaking in Parliament, Ms Curran announced a new quality standard - 
the Scottish Standard for Social Housing - which means all local 
authority and housing association tenants can expect homes that meet 
minimum quality standards. This is likely to include quality thresholds 
for heating and insulation, safety and security and the condition of 
kitchens and bathrooms. The Executive will shortly begin consultation on 
the specifics of the new quality standard and the date by which the 
standard must be met. 

The Minister also re-affirmed the Executive's commitment to housing 
stock transfer policy which will remain key to unlocking the investment 
that local authorities will require to meet the new standard. She stated 
that the current transfer process will be reviewed and where possible 
streamlined so that local authorities can take forward future transfers as 
effectively as possible. Consideration will also be given to how resources 
can be used better to support transfer proposals. 

She announced that local authority housing capital finance will be 
brought within the proposed new Prudential Regime, already announced 
for the rest of local authority finance. This means that local authorities 
will be able to decide for ,themselves what is an affordable and prudent 
level of borrowing in their particular circumstances. 

And she outlined her plans to change the arrangements for funding local 
authority expenditure on private housing. 

Ms Curran said: 

"Through our coiistituency work, we are well aware of the poor state of 
some council housing and the impact it has on those who live with it. 
Too much of our social housing is not up to the standards we should 
expect a modern country to provide. 
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“ I  believe we lack an agreed iiatioiial qualiry standard to cover all of our 
social housing and I propose to consult with councils: registered social 
landlords and others in rlie development of a new Scottish Standard for 
Social Housing and what would be a realistic target date for meeting it. 
This will include setting interim milestones. 

“Today’s commitment underscores our commitment to a fundamental 
modernisation of social housing in Scotland and to ensuring as much 
choice as possible is available to tenants and landlords”. 

Referring to t h e e  successful housing stock transfer ballots so far in  
Glasgow, Dumfries and Galloway and Scottish Borders the Minister 
added: 

“Wliolesale stock transfer is still tlie best way forward for local 
authorities to regenerate council housing and to bring it up to the new 
standard. In Glasgow for example 51.6 billion will be invested over the 
next decade to provide every tenant with a warm, dry, affordable home - 
this level of investment would be impossible unless tenants had voted for 
change. 

“We’ve learned a lot from the three oiigoiiig transfers, and the time is 
now riglit to apply these lessons to ensure that tlie process works as 
speedily and efficiently as possible. We will therefore review and 
consider improvements to the transfer process and will consult widely on 
this. 

“One area where I think we can do more is to liilk the investment from 
housing transfers with wider community regeneration efforts. We will 
therefore look at ways tliat other spending can be made available to local 
authorities to complement housing transfers as part of comprehensive 
area renewal. 

“As I have said, stock transfer is still the best way forward, but for some 
local authorities, it is not necessarily the only option. I inteiid to bring 
I ocal authority housing capital finance within the new Prudential Regime 
tliat has already been announced for the rest of local authority finance. 

“Tlzis means tliat local authorities will in future decide for themselves 
what is an affordable and. prudent level of borrowing in their particular 
financial circumstances. But in setting their own borrowing limits. 
councils must ensure that rents are kept at responsible and affordable 
1 evels . ” 

Announcing changes to funding support for private sector housing, Ms 
Curran said: 

“We plan to replace borrowing consents with grant assistance which will 
be earmarked specifically for private sector housing purposes. We will 
iiow consult with COSLA on the detail of the changes. The resources 
available for this and for taking forward tlie work of the Housing 
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Quality standards have already been established in England and 
Wales and about 20 Scottish local authorities have already established 
their own quality standards. The Chartered Institute for Housing and 
Shelter recently called for a quality standard in housing. 

COSLA, local authorities, registered social landlords and 
organisations such as the Scottish Federation of Housing 
Associations, the Chartered Institute of Housing and Shelter will be 
consulted about the content of the new Scottish Standard and the 
target date for meeting it. 

Currently, the Scottish Executive controls the levels of local authority 
capital expenditure and the amount of new borrowing that can be 
incurred, Froin 1 April 2004, subject to the passage of the Local 
Govenxneiit in Scotland Bill, local authorities will be able to choose 
what to spend based on their assessment of local needs and 
circumstances. They will be expected to determine affordable and 
sustainable borrowing limits, consult on their long term 
coimnitments, report their spending plans and have borrowing limits 
and other indicators scrutinised by their external auditors. 

Contact: Stepheii Orr/Susan Dalgety 0131 244 2615/0131 244 2952 
News Release: ((NewsReleaseNo)) 
Intenlet: www.scotland,gov.uk 
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