SALFORD CITY COUNCIL - RECORD OF DECISION

I Harry Seaton Director of Housing Services in exercise of the powers conferred on me by Paragraph 6(b)(xiii) of Section F of the Scheme of Delegation of the Council, and following consultation with Councillors Warmisham and Hunt being the Lead and the Deputy Lead Member, respectively, for the Housing Service function, do hereby approve  

The waiving of the Council’s entitlement to reclaim Renovation grants paid to:

8 Gainsborough St, 16 Gainsborough St, 12 Norton St, 24 Norton St, 5 Symons St, 

9 Symons St, Broughton - should title to the relevant properties be transferred from the company, HMSL Ltd, to the wife of the director, subject to the associated transfer of the grant conditions.

The reasons are  

I am satisfied that the proposed transfer of the properties to the wife of the director represents the most satisfactory course of action for dealing with these properties in the current circumstances.

Further, I am satisfied that transferring the grant conditions rather then reclaiming the grant monies involved at this time both facilitates the Council’s strategic goals for dealing with empty properties and protects its financial interests. 

The source of funding is the Private Sector Housing Capital Programme.

The following documents have been used to assist the decision process:- 

None applicable

Signed
...............................................
Dated ................................................

Director

Signed 
...............................................
Dated ................................................

Lead Member

Signed
...............................................
Dated ................................................

Deputy Lead Member

Contact Officer A P Sinclair

Tel. No. 0161 925 1159

*  This decision is not subject to consideration by another Director

Report of the Director of Housing Services

Subject: 
Reclaiming of renovation grants following a potential breach of the grant conditions for various properties in Higher Broughton.

Date of Meeting: 
31st August 2001

Purpose of Report.

To seek authority from the Lead member and the Deputy Lead Member waive the repayment of renovation grant monies in relation to a number of properties in Higher Broughton following breaches of grant conditions as a result of transfer of ownership.

Financial Implications

If renovation grants paid in connection with the six properties concerned were reclaimed in line with normal practise, the local authority would recover a figure of up to approximately £80,000.

Recommendation

That members approve the waiving of the Council’s entitlement to reclaim Renovation grants paid should title to the relevant properties be transferred from the company to the wife of the director, subject to the associated transfer of the grant conditions.

Background

All the properties concerned are located within the Broughton area and are currently owned by a limited company. The properties received grants over the last two financial years as part of the Council’s strategy for dealing with empty properties in the area.

The properties are:

8 Gainsborough St

16 Gainsborough St

12 Norton St

24 Norton St

5 Symons St

9 Symons St.

In each case the owner has successfully let and managed the properties following the completion of the grant works.

Section 45 of the Housing grants, Construction and Regeneration Act 1996 attaches a condition to Renovation grants limiting the ability of an owner to dispose of a property for a period of five years from the completion of the grant works. Breaching this condition would normally result in the City Council seeking to recover some or all of the grant assistance given.

However, the Council has some discretion to waive this condition, this discretion was recently increased by the Secretary of State. 

Details

In recent months the mortgage lender that financed the purchase of the properties has, for reasons that remain unclear, withdrawn it support for this company and appointed Receivers under the Law of Property Act to seek to recover its investment.

The company is not insolvent and has not been wound up. 

Due to the action being taken by the mortgagee, the company is unable to raise funds in connection with these properties. However, the wife of one of the directors has funds available and is willing to purchase the properties from the receiver. 

Under the terms of the grant legislation the transfer of the properties between spouses would be an exempt transaction and not constitute a breach of grant conditions. 

Unfortunately, as title to these properties rests with a limited company, the transfer from the company to a director’s wife would contravene the grant conditions. As would the sale of the properties by the Receiver to a third party. 

Discussions between the Receiver and officers indicate that the disposal of the properties on the open market would not realise sufficient funds to both repay the renovation grants and clear the outstanding mortgages. The Receiver is, therefore, supportive of the suggested compromise.

The company, HMSL Ltd,  has worked with the local authority for a number of years in areas of severe housing stress and, with the assistance of renovation grants, has satisfactorily dealt with some severely derelict properties that might otherwise have been demolished. As such, it has been a valued partner.

Neither the company nor the director’s wife are able to absorb the cost of repaying the renovation grant monies. It is therefore unclear to what extent any action to reclaim the grant monies would be successful.

A decision to pursue the reclaiming of the grant monies would result in the properties being disposed of by the Receiver to the highest bidder and the City Council would have no control over this process and little influence on the new owner.

Alternatively, the authority could decide not to recover the grant monies at this time but, instead, to transfer the grant conditions to the wife of the director. 

This would ensure that: 

a) the objectives of the local authority in approving grants in respect of the properties are still met, 

b) maintain the authority’s influence over the ongoing management of the properties, 

c) safeguard the authority’s financial position as it would still be able to recover the money should it become appropriate to do so 

d) facilitate further joint working with this company although there must now be concerns about the company’s financial position and caution would be exercised in any future dealings that the local authority might have with it.

Conclusions

I am satisfied that the proposed transfer of the properties to the wife of the director represents the most satisfactory course of action for dealing with these properties in the current circumstances.

Further, I am satisfied that transferring the grant conditions rather then reclaiming the grant monies involved at this time both facilitates the Council’s strategic goals for dealing with empty properties and protects its financial interests. 

Report prepared by:

A.P. Sinclair

Report reviewed by:

E.J. Wooderson
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