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Introduction 

The purpose of this report is to review the level of professional fees being recharged to owners 
who participate in HRA capital contracts. 

Background 

In November 1997, the Housing Committee agreed that professional fees associated with design 
and supervision of HRA capital contracts should be passed on to owner - occupiers who benefit 
from the works. An “administration charge” was thereby set, at S50.00 where the value of capital 
work was up to S1000.00, and at S100.00 where the value of capital work was over S1000.00. 
Grant assistance has not been provided on this charge. 

The introduction of the new Grants system under the Housing (Scotland) Act 2001 presents an 
opportunity to review the arrangements for recharging these professional fees. 

Until now, Design Services Division have charged professional fees to Housing Services Division 
at a standard rate of 1 1.4% of works value for all HRA capital contracts. This is an averaged 
level which takes into account the significant variation in the types of professional fees between 
Werent types of work. It includes part of Design Services Division’s overheads such as capital 
project management, contractor selection procedures and reporting to Committee. 

The legal position is that reasonable professional fees, ifnecessarily incurred in carrying out 
works of repair and maintenance as provided for by title or common law, form a part of the cost 
of the works themselves. On this basis they can be apportioned and become payable in just the 
same way as the works costs. The Council, in its capacity as co-owner of common parts of the 
building, is passing on costs which it incurs in facilitating that work, to the owner of the common 
interests not owned by the Council. 

It is thus appropriate to seek to recharge, by agreement, to owners participating in common 
repairs or improvements, the full 1 1.4% professional fees which are paid by Housing Services 
Division. If this is not done there would be a position of inequity because Council tenants would, 
through rents, be paying a higher share of professional fees because of insufficient levels of 
recovery. This change would produce an estimated additional income to the HR4 of 
approximately S60,OOO per annum from 2004/2005 onwards. 

In order to rationalise procedures and correlate with the revised arrangements for grants, the 
change to professional fee recharge has been provisionally introduced as from 1 December 2003. 
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2.7 Grant is now being applied to professional fees as well as to works costs, and as common works 
schemes benefit from a guaranteed minimum grant level of 50% under the 2001 Act, the 
maximum fee level any owner would pay would be 5.7% rather than 1 1.4%. For owners on very 
low incomes, all or nearly all of the professional fees would be paid for them as the grant can go 
up to 100%. 

2.8 In relation to grant-aided major common repairs instructed through Area Offices and fbnded from 
Revenue, an Administration Charge of S20.00 is made. This charge will be discontinued for such 
grant-aided works, and instead, S20.00 from the Grant Administration Charge of S100.00 will be 
transferred to the Area Office. 

3. Recommendation 

3.1 It is recommended that Committee homologate the decision by the Director of Housing and 
Property Services to commence to recharge professional fees to owners participating in HRA 
capital contracts at 1 1.4% of works costs, and to make this fee eligible for grant assistance. 

4. Further information 

4.1 Further information is available in the Housing & Property Services Department. 

~~ 

Director of Housing & Property Services 
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