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Introduction 

The purpose of this report is to update committee on progress in relation to the 
Ainslie/ Maclehose Road regeneration project and seek approval for a revised 
funding package. 

Background 

Committee will recall previous reports to committee regarding the structural defects 
that are present within 108 flats, 97 of which are in private ownership, in Ainslie Road 
and Maclehose Road, Cumbernauld. As a result of these defects it is considered 
necessary to demolish the flats and in August 2004 the committee designated the 
area as a Housing Action Area for Demolition. Since this designation the council has 
been progressing a Compulsory Purchase Order (CPO) through the Scottish 
Executive. A draft CPO was submitted for comment to the Scottish Executive in June 
2005. Comments were finally received from the Executive in February 2006, The 
CPO has been amended and based on Legal advice has been re-submitted to the 
Executive for any further comments prior to the formal submission of the CPO. 

To assist with the re-housing requirements of the residents of the flats, enabling 
them to remain in the Kildrum area, regeneration proposals were agreed. The 
proposals included development of the adjacent primary school site to develop 
quality housing for sale and rent. This would enable residents of the flats to move 
out of the flats to allow demolition of the blocks and subsequent re-development of 
the Ainslie Road/ Maclehose Road site. In total the sites have a capacity for 
approximately 124 units which is more than is required for the residents of the flats. 
It was therefore proposed to sell the surplus area for private housing for sale with the 
capital receipt contributing towards the overall project costs. 

Cumbernauld Housing Partnership (CHP) are undertaking the co-ordination and 
management of the project, including the procurement of the new housing and co- 
ordinating the involvement of owners. They will also be the landlord for any new 
housing for rent in the development. 

Under the terms of the CPO the owners are entitled to statutory compensation based 
on the market value of the property. The amount of statutory compensation will be 
determined by the District Valuer, however the amount received by the owners will 
be considerably less than the value of their properties prior to the structural defects 
being confirmed. Therefore in order to assist owners meet their housing needs, and 
help people remain in the area, a funding package was approved by the council and 
agreed with the Scottish Executive. In summary this package included: 



NLC - f1,200,000 (including land contribution and expenditure of f550,000 over 
5 years from the non HRA capital programme) 

0 Scottish Executive - f2,019,000 (to be paid to the council over 4 years through 
Private Sector Housing Grant) 

Communities Scotland - f350,000 (Housing Association Grant for 6 social rented 
housing to re-house tenants within the flats owned by Cumbernauld Housing 
Partners h i p) 

The scheme of financial assistance that was agreed for owners was based on each 
individual’s personal circumstances, including the amount of additional mortgage that 
could be raised, but in essence included the following: 

CPO compensation (estimated at an average of f 10,000 including homeloss and 
disturbance) 

Additional financial assistance in the form of a grant up to f10,000 for owners 
purchasing out-with the initiative area (estimated at f 11 3,000) 

0 Additional financial assistance in the form of top up grants and shared equity (up 
to 25% of property value) - (estimated at f 1,897,000, including approximately 
f625,OOO in shared equity) 

The scheme of assistance was based on individual circumstances and therefore 
would differ on a case by case basis. The principle was agreed, in order to ensure 
value for money to the public purse, that the total amount of public subsidy should 
not exceed the equivalent amount of Housing Association Grant (HAG) for a rented 
unit. This meant that for some owners on very low incomes, who could not raise 
additional mortgage/ capital, it was unlikely they would be able to remain in owner 
occupation, and a rented house would be more financially viable. 

The contract for the new build housing was recently tendered by Cumbernauld 
Housing Partnership. Only 2 developers submitted bids and the tender costs were 
not considered to be acceptable based on the recommendation of CHP’s Quantity 
Surveyor due to the high unit costs and qualifications contained within the tenders. 
The reason for this is a combination of: high construction prices generally combined 
with a high quality specification; perceived risks due to complex nature of project, 
e.g. CPO; re-housing/ timing of demolition; uncertainty over level of work required to 
underpasses. It has therefore been necessary to review the procurement process, 
review the specification for the project and re-tender the project on a phased basis. 
The outcome of the new tender is expected by July 2006. 

Given the projected increase in costs and property values since the original funding 
package was agreed it is therefore necessary to review the funding required for this 
project and the financial assistance available for owners. 

Cons id er at i o n s  

The estimated build costs, although this is still subject to a competitive tendering 
exercise, is, on average, f100,OOO per unit including fees but excluding land value, 
demolition and cost of work to underpasses. The public subsidy requirement is 
based on the overall projected development costs, which at the moment are slightly 
in excess of the market value of the properties. The price paid by an owner for the 
property will be the market value of the property at the time of purchase. 



The financial assistance they receive will also be based on the market value of the 
property, i.e owners will not be asked to pay more than their property is worth or 
equally will not pay less than it is worth and then be in a position to sell and make an 
immediate profit. 

3.2 Taking account of the increase in the value of the properties it is necessary to review 
the funding package available to help support the owners of the flats meet their 
housing needs. The package should be easy to understand and flexible enough to 
enable owners who wish to remain in the area do so, either as owners or tenants, 
while also recognising that other people wish to move elsewhere. There is also a 
need to ensure that any funding package represents value for money to the public 
purse. 

3.3 It is therefore proposed that a new, simplified, scheme of assistance should be 
approved, as outlined below: 

Owners wishing to purchase new house within regeneration area 

Statutory compensation under CPO excluding homeloss and disturbance 
payment - estimated average f 11,000 

0 Depending on additional borrowing capacity of owner an additional grant of up to 
f20,000 would be provided towards the purchase price. This would be repayable 
on a sliding scale if house sold within 5 years. 

0 If there is still a shortfall then shared equity, in the form of Homestake, would be 
available. This means that Cumbernauld Housing Partnership would retain an 
equity share of the property. The owner would not pay any rent on this share but 
when the property is sold or ownership transfers the equity stake is repayable to 
Communities Scotland via Cumbernauld Housing Partnership for re-investment in 
the North Lanarkshire area. 

The level of additional financial assistance available will be based on the cost of the 
size of property allowable under the terms of the Homestake guidance or the 
preferred choice of the owner, depending on which is smaller. The maximum house 
size allowable in terms of the Homestake guidance is an additional 2 bed spaces 
over and above the housing needs of the current household, i.e a single person 
could get financial assistance based on a 2 bedroom property or a 1 bedroom 
property, depending on their preference. 

Owners wishing to purchase house out-with regeneration area 

0 Statutory compensation under CPO excluding homeloss and disturbance 
payment - estimated average f 11,000 

Depending on additional borrowing capacity of owner an additional grant of up to 
f20,000 would be provided towards the purchase price. This would be repayable 
on a sliding scale if house sold within 5 years. 

The maximum eligible purchase price will be based on the cost of the equivalent 
sized house that they would have been eligible for within the regeneration area (as 
outlined above). 
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Owners wishing to rent a property within the regeneration area 

0 Statutory compensation under CPO excluding homeloss and disturbance 
payment - estimated average f 11,000 

Provision of a new build rented house to meet their household needs. 

Owners wishing to rent a property out-with the regeneration area 

Statutory compensation under CPO - estimated average f 11,000 

NLC and CHP will assist owners under the terms of the Homelessness legislation 
which may entitle them to priority for re-housing within North Lanarkshire. 
Owners will be given every assistance to help them meet their housing needs as 
far as possible within their preferred geographical location. Owners wishing to 
rent out-with North Lanarkshire will be given advice and assistance. 

Some examples are outlined in Appendix 1 to illustrate how the scheme of 
assistance would be applied. 

Based on the scheme of assistance outlined in 3.3. above the overall public funding 
required for this project is now estimated as follows: 

Expend it u re 

CPO compensation, incl. Homeloss & Disturbance 

Grant to owners 

Homestake/ shared equity 

Demolition 

HAG for 7 rented units 

Project management/ DV fees etc 

Total 

cost PO00 
1,400 

1,500 

3,700 

350 

600 

200 

7,750 

These costs are obviously based on a set of assumptions regarding construction 
costs; owners’ preferences and potential borrowing capacity. They are therefore 
subject to change. However they are a best estimate of the current position. 

In addition to the costs identified above there is currently ongoing discussion with the 
Planning & Environment Department regarding the work required to the 3 
underpasses in the area as part of the Roads Construction Consent process. 
Depending on the outcome of these discussions additional funding may be required. 

There are 79 properties within phase 1 & 2 of the project (excluding the private 
housing site). The total development cost of these 2 phases is estimated at f8.2m 
excluding value of land. Depending on the final numbers of owners wishing to 
purchase within the regeneration area there may be a small number of properties 
that are not required to re-house residents from the flats. In this case it has been 
agreed with Communities Scotland that they will fund CHP to acquire these 
properties for mainstream rented accommodation to help meet the acute shortage of 
rented accommodation in the Cumbernauld area. 



3.7 

3.8 

3.9 

3.10 

Funder 

NLC - PSHG 

NLC - Land (incl private development 
site) 

Scottish Exec - PSHG 

Communities Scotland - HAG 

Communities Scotland - Homestake 

Total 

In addition to the public expenditure being committed, the funding for the project will 
include private finance raised by CHP towards the cost of the houses for rent and 
also additional borrowing/ finance from the owners themselves. 

Amount f’000 
550 

1,400 

2,020 

600 

3,180 

7,750 

Clearly in the context of a reducing level of Private Sector Housing Grant (PSHG) 
over the next 2 years the council is not in a position to meet this increased level of 
funding required for this project. The Scottish Executive has indicated that it is not in 
a position to provide additional PSHG resources at this stage. Following discussions 
with Communities Scotland it is therefore proposed to fund the project costs as 
follows: 

The expenditure is projected to be phased as follows: 

1 Funding 2004105 2005106 2006107 

~ f’000 ~ f’000 ~ f’000 

PSHG (incl 
S/Exec funding) 

~ 1270 
Communities 
Scotland 

Total 

2007108 

f’000 
790 

2780 

3570 

2008109 

f’000 
110 

~ 

0 I 
1101 

I 

The timing and mechanism for the transfer of council land for the project and the 
disposal of the private development site (total value f l .4m) is still being finalised so 
is not included within the funding outlined in 3.8 above. Communities Scotland’s 
funding also excludes their funding for the ‘mainstream’ housing for rent as outlined 
in 3.6, 

As the time approaches when it will be necessary to remove all existing occupants 
from the blocks, prior to their demolition, consideration should be given as to how 
this process will operate. Some of the flats are occupied by private tenants, 
particularly where owner-occupiers have moved away and, unable to sell, have let 
their properties. Those private tenants who remain in occupation may require to be 
dealt with by the council in term of homelessness legislation. Section 97 of the 
Housing (Scotland) Act 1987 provides for the making of a Control of Occupation 
Order within a Housing Action Area. 



4. 

4.1 

5. 

5.1 

6. 

6.1 

Such an order prohibits the occupation of houses in the area except with the consent 
of the local authority, but it does not prohibit the occupation of a house in the area by 
a person occupying it on the date of the service of the notice. In other words, 
tenants who are in occupation on the date the notices are served can remain in 
occupation, but if the house is vacant after that date, the owner would not be in a 
position to re-let the house. Failure to comply with the Order could invoke penalties 
although owners can apply to the local authority to revoke the order in respect of 
their house if they consider that it is unreasonable. It is proposed that such an Order 
should now be made. 

Corporate Considerations 

The council has previously agreed its contribution towards this project in terms of 
land and non HRA expenditure and provision has been made within the 2006/07 non 
HRA capital programme as outlined in 3.8. This includes carry forward of the 

Recommendations 

It is recommended that Committee: 

a) Note the current position regarding th 

Scottish Executive contribution that was under spent in 2005/06 

of this regenerati 

Thomas M a z i e  
Director of Housing and Property Services 

re project. 

b) Approve the revised scheme of assistance for owners as outlined in 3.3 of this 
report 

c) Approve a Control of Occupation Order in terms of section 97 of the Housing 
(Scotland) Act 1987 in respect of all the flats within the Cumbernauld (Ainslie 
Road/Maclehose Road) Housing Action Area for Demolition. 

d) Note that further reports will be submitted to committee to update on progress 
with the project, including costs. 

Background information 

Further background information is available from the Department. 



Appendix 1 

Property Value 

f'000 
70 

Examples of Scheme of Assistance for Owners wishing to purchase within regeneration area 

CPO Comp (1) New borrowing (2) 

f'000 PO00 

11 45 

Example Grant (up to f20,OOO) 

f '000 

4 

5 

Shared equity (3) 

f'000 (%) 

6 

7 

90 

100 

100 

110 

110 

8 

11 0 

11 40 

11 30 

11 10 

11 25 

9 

10 

20 

20 

29 (29%) 

39 (39%) 

70 11 0 I I 

20 

80 11 60 I I 

54 (49%) 

80 11 20 I I 
90 11 50 I I 

14 0 I 
20 39 (56%) I 
9 0 I 

20 29 (36%) I 
20 9 (1 0%) I 
20 59 (66%) I 

20 I 69 (63%) 

Notes 

1) CPO compensation will be determined by the District Valuer. The contribution towards purchase price of property excludes additional 
Homeloss and Disturbance payment which will be used by owner to pay legal fees and removal expenses. 

2) New borrowing is the amount over and above the existing mortgage that the owner(s) can raise based on their current income/ remaining 
working life. 

3) Shared Equity will be provided in the form of Homestake. This is the share of the property that will remain in ownership of Cumbernauld 
Housing Partnership and is repayable on sale of the property or transfer of ownership. 


