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Introduction 

The purpose of this report is to update Committee on the national position regarding the 
transfer of development funding from Communities Scotland to local authorities and seek 
approval for the approach that it is recommended North Lanarkshire should take to this issue. 

Background 

The development programme, managed by Communities Scotland, incorporates a number of 
different grants but predominantly funds the new build housing association programme 
through the provision of Housing Association Grant (HAG). In addition the programme also 
provides subsidy, known as GRO, to help fund low cost home ownership initiatives. The 
Approved Development Programme for Scotland for 2003/04 is $262 million, and North 
Lanarkshire's share of the programme is $11.1 million. In North Lanarkshire this funds 
approximately 300 new homes each year. 

Committee will be aware that there was considerable emphasis in the Housing (Scotland) Act 
2001 to strengthening the strategic and enabling role of local authorities in relation to 
housing. A new duty was introduced to prepare Local Housing Strategies and North 
Lanarkshire was one of seven Councils who piloted the guidance for the new plans. The Act 
also enabled the transfer of responsibility for development funding from Communities 
Scotland to local authorities, subject to certain criteria being met. 

North Lanarkshire is represented on the tri-partite group comprising CoSLA, Communities 
Scotland and Scottish Federation of Housing Associations, that was tasked with developing a 
national framework for the transfer of development funding to those local authorities who 
want to take on the responsibility in the future. A number of 'checks and balances' have been 
agreed and any local authority wishing to take over development funding will be required to 
demonstrate that it has met the key criteria. These criteria are outlined in Appendix 1 but can 
be summarised as follows: 

0 Local Housing Strategy (LHS) in place which has been assessed as at least 'Good' by 
Communities Scotland 

0 Local authorities should have in place a clear framework for the allocation of resources 
to housing associations and others. 

0 Local authorities should have in place the skills and resources necessary to manage the 
programme 
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0 Where local authorities retain their housing stock they must be able to demonstrate that 
development funding is not being used to benefit their own stock, including separate 
budgets 

0 There should be general support from registered social landlords and funders operating in 
the area 

2.4 In terms of resources to take on this new function the Minister has advised that there will be 
no set up costs available to councils who wish to pursue development funding. However once 
a local authority assumes responsibility for development funding they would get 
administration costs up to a maximum of 1.5% of the value of the development programme. 
This would have to cover staff costs, IT costs and any other overheads such as 
accommodation. 

2.5 The first local authority to assume responsibility for development funding will be Glasgow 
City Council where negotiations are in their final stages. For other local authorities the 
earliest transfer could take place would be April 2004. Any local authority that wants to be 
considered for transfer of development funding in April 2004 must submit their LHS by 
September 2003. 

3. Considerations 

3.1 Clearly there are a number of benefits for the Council in pursuing the transfer of development 
funding, not least of which is that it would enable greater control over the allocation of 
resources to help implement the Local Housing Strategy. In addition it would assist with the 
co-ordination of all public housing investment as HRA, non-HRA and development funding 
would be managed by the Council. 

3.2 However there are a number of issues which require to be addressed before any transfer 
could take place, including resource/ staff transfer; IT implications; legal and financial 
implications. The Council and Communities Scotland have a good track record of working 
effectively together along with local housing associations, particularly in relation to 
regeneration areas. It is important that these partnerships are strengthened and not damaged 
by any potential transfer. It will be important to secure the support of RSL's who are 
primarily responsible for the delivery of the development programme. They are 
understandably anxious to ensure that any transition to the Council is managed as smoothly 
as possible to avoid disruption to their ability to deliver the programme and achieve target 
spend. 

3.3 Discussions with Communities Scotland are at an early stage and further work is required to 
fully determine the implications of taking on responsibility for managing the development 
programme. It is proposed that a project plan should be developed with Communities 
Scotland to be reported to a future committee, outlining the action required, resource 
implications and target timescales for completion of key tasks. 

4. Recommendation 

4.1 It is recommended that Committee 

a) Agree to the Council pursuing the transfer of development funding from Communities 
Scotland as outlined in section 3.3 of this report 
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b) Note that a report will be submitted to a future committee outlining the implications for 
the Council and detailing the action required to secure the transfer within a realistic 
timescale. 

5. Background Information 

5.1 Available within the Housing and Property Services Department 

T. McKenz' B 
Director of Housing and Property Services 
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Appendix 1 

Transfer of Management of Development Funding to Local Authorities 
Operational Criteria 

Local Housing Strategy 

should be in place i.e. formal Council approval 

should meet the requirements set out in S89 of Housing (Scotland) Act 

should comply with best practice guidance promulgated by Communities Scotland on 
behalf of Ministers (via website) 

specifically should have been developed in consultation with key stakeholders including 
Housing Associations 

should include commitment to and action plan targets and monitoring arrangements in 
respect of relevant Government/Ministerial policies e.g. social justice, sustainability and 
equalities. 

Allocation Methodology 

generally Councils should have in place a clear framework for the allocation of resources 
to Housing Associations and others which takes account of local needs (as set out in the 
Local Housing Strategy) and Value for Money (see under Skills & Resources). 

there should be formal Council approval of committee and sub-committee, departmental 
and officer responsibilities and delegated authorities : and these arrangements should 
support prompt decision making 

there should be consultation protocols in place with wider alliances, Social Inclusion 
Partnerships, Housing Association representatives groupings (agreed via the Scottish 
Federation of Housing Associations) and other relevant partnerships 

Skills & Resources 

generally, Councils should have in place human and other resources necessary to approve 
projects, monitor and manage programme spend 

specifically, Councils should have programme and performance management skills which 
include 
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- management of budgets and commitments in accordance with the Approved 
Development Programme or Programmes agreed by the Minister, within 
prescribed virementholerance levels 

- delivery of wide ranging Ministerial targets including outputs, physical quality, 
cost and leverage targets and policy implementation outcomes 

- Performance management systems which include challenging targets; reporting 
and dissemination of performance and programme results; and a commitment to 
continuous improvement 

Councils should have project appraisal skills and practices which include 

- access to and understanding and adoption of relevant Communities Scotland 
guidance and procedures relating to the management of development funding 

- systems and skills to establish and to communicate annual benchmarks for grant 
appraisal purposes, consistent with national procedures 

- financial, technical and strategic project appraisal skills (Financial appraisal will 
include risk assessment. Technical appraisal will include compliance with 
physical quality and sustainability normative standards and best practice; and also 
implementation of Modernising Construction initiatives. Strategic appraisal will 
include assessment of projects/programmes against Local Housing Strategy and 
any other relevant strategies.) 

- standard grant approval conditions consistent with national guidance but which 
also reflect Councils' legal status 

- post-project appraisal skills in terms of compliance with grant offers, post-project 
review, clawback of grant as defined in guidance and treatment of receipts 
including shared ownership staircasing, right to buy sales. 

Councils should have in place monitoring and evaluation arrangements including 

- sample post-completion project review 

- monitoring systems and procedures to support Councils in in-house assessment or 
in contributing to periodic independent evaluations of programmes, projects or 
policies 

Councils should be committed to and have the capacity, skills and technology to operate 
fully the national programme monitoring, management and reporting system. Councils 
should also be committed to the early introduction of electronic communication with 
grant recipients in grant administration, in line with modernising government. 
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Councils should have an appropriate system for grant payment which 

- is linked to the national programme monitoring, management and reporting 
system 

- is fully secure in terms of potential overpayments 

- enables prompt and electronic payment to grant recipients 

- complies with the requirements of Resource Accounting and Budgeting 

Councils should have internal audit system and skills in place which at least match 
current Communities Scotland arrangements. Clearly, Council financial and audit 
systems will also need to fit general requirements of Audit Scotland. 

Separate Budgets 

in the case of Councils which retain some or all of their stock, transparent arrangements 
must be in place which allow them to demonstrate that development funding is not being 
used to benefit their own stock 

in all cases Councils should account for development funding expenditure (whether 
capital or revenue) separately from other Council expenditure; and should have the 
commitment and systems to provide regular reports to stakeholders on actual 
development funding expenditure 

in the case of debt-funded transfer of Council stock to existing or newly established 
Housing Associations or other RSLs there should be an explicit understanding that 
development funding will not be directed at such transferred stock without the specific 
agreement of Ministerdthe Scottish Executive. (This is consistent with arrangements in 
respect of Scottish Homes transferred stock.) 

RSLs' and Funders Support 

Councils should have the confidence of RSLs operating in their council area. This is not 
to say that every RSL must support the transfer, but there should be general support and 
local concerns should have been addressed to the satisfaction of Scottish Ministers. 

RSL support should be gauged primarily in terms of the process adopted by Councils, 
and the following factors should normally be indicative of general RSL support:- 

- Inclusion of all RSLs operating in the area in formal consultation arrangements. 

- The existence of formal consultative mechanisms, incorporating representative 
machinery where appropriate. 
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- An opportunity for all RSLs to submit comments in writing to the local authority 
on its drafi strategy. 

- Reference in the Local Housing Strategy (or in supporting documentation) as to 
the nature and extent of the consultation arrangements, and how comments 
submitted have been answered. 

Additionally, RSLs should have the opportunity to submit views on the consultation 
process, and these views will be taken into account in reviewing the local authority's role 
and performance in relation to development funding. 

Councils should similarly be able to demonstrate general support of lenders, other 
funders and other organisations working to promote community regeneration and 
neighbourhood and economic renewal, through the process of developing and putting in 
place the local housing strategy. 

Agreed by Tri-partite Working Group 

Communities Scotland 
Convention of Scottish Local Authorities 
Scottish Federation of Housing Associations 

27 February 2002 
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