
  ENCLOSURE  7.1 

CANNOCK CHASE COUNCIL 

COUNCIL 

28 FEBRUARY, 2007 

REPORT OF THE DEPUTY CHIEF EXECUTIVE 

FUTURE STRATEGY FOR THE COUNCIL’S HOUSING STOCK 

1. Purpose of Report 

1.1 To report the failure to conclude a Tripartite Agreement between the Harvest Housing Group 
(on behalf of Your Chase Homes) the Department for Communities and Local Government and 
the Council on matters which would, in the event of stock transfer, impact on the Council’s 
General Fund. 

1.2 To further consider the options regarding the future strategy for the Council’s housing stock in 
the light of the failure to conclude a Tripartite Agreement and discussions with the Department 
for Communities and Local Government and the Harvest Housing Group.  

1.3 To determine a future strategy for the Council’s housing stock.  

2. Recommendations 

2.1 That the failure to conclude a Tripartite Agreement between the Harvest Housing Group (on 
behalf of Your Chase Homes) the Department for Communities and Local Government and the 
Council on matters which would, in the event of stock transfer, impact on the Council’s General 
Fund be noted. 

2.2 That in view of the failure to conclude a Tripartite Agreement, the abortive discussions with the 
Department for Communities and Local Government regarding the provision of gap funding, 
and the uncertainties in respect of transfer through a standalone housing association, the 
Council discontinue the pursuit of a stock transfer strategy within the Government’s current 
financial regime.  

2.3 That the Council withdraw from further discussions with the Department for Communities and 
Local Government regarding a place on the 2006 Housing Transfer Programme.  

2.4 That the Council pursue an interim strategy of stock retention and that a further options 
appraisal is undertaken no later than 2009, in the light of the Government’s revised policy and 
financial regime, a comprehensive review of the interim stock retention strategy and a further 
sample condition survey of the Council’s housing stock.    
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2.5 That Cabinet formulate a proposed interim stock retention strategy for consideration by Council 
at a future meeting.  

2.6 That an application be made to the Government Office for the West Midlands for a relaxation of 
 the decent homes target in respect of the Reema properties on the Moss Estate, Chadsmoor, 
 and the Cornish houses at Pye Green, in order that the alternative options to the planned 
 redevelopment be fully explored.  

3. Key Issues 

3.1 It has not been possible to conclude a Tripartite Agreement between the Harvest Housing 
Group, the Department for Communities and Local Government (DCLG) and the Council on 
matters which would, in the event of stock transfer, impact on the Council’s General Fund.   

3.2 The reasons for the failure to conclude a Tripartite Agreement are outlined below:- 

(a) The DCLG are seeking to reduce (or even remove) the potential requirement for gap 
funding, through the use of other resources, (which would otherwise be retained by the 
Council under the terms of the proposed Tripartite Agreement, summarised as  
Annex 1) and efficiency savings in the Your Chase Homes Business Plan. 

(b) The Council are unable to consider the use of these resources to facilitate the transfer 
of the Council’s housing stock, as a result of the detrimental effect on the Council’s 
General Fund. 

(c) The Harvest Housing Group are unable to formulate a viable Your Chase Homes 
Business Plan without a significant input of gap funding and/or the use of alternative 
Council resources, as they are unable to secure the efficiency and savings required by 
the DCLG. 

3.3 Proposals to transfer the Council’s housing stock to a new standalone housing association 
have also been explored with the DCLG.  It is however, clear from a letter sent by the DCLG (a 
copy of which is attached as Annex 2), that unless the Council are prepared to change the 
principle terms of the proposed Tripartite Agreement, the DCLG are not prepared to consider 
the provision of any gap funding.   

3.4 Gap Funding is considered essential to deliver the additional improvements and enhanced 
services included in the Cannock Chase Standard and without this it would be necessary to 
reduce the value of the additional works and services included within the Cannock Chase 
Standard by £42 million.  As a result, any further transfer offer would show a substantial 
reduction when compared to the March 2006 transfer offer, which was rejected by tenants. 

3.5 The principles of the proposed Tripartite Agreement are, however, considered to be non-
negotiable, as “any relaxation” would increase the detrimental effect of stock transfer on the 
Council’s General Fund position. 

3.6 As a result of these factors it is suggested that the Council discontinue the further pursuit of a 
stock transfer and withdraw from further discussions with the DCLG regarding a place on the 
2006 Housing Transfer Programme.  
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3.7 Revised housing capital resource and HRA capital expenditure estimates for the period 2007-
2013 will be considered by Cabinet on 22 February 2007.  Subject to Council’s approval to 
recommendations of Cabinet on 18 January 2007 regarding  “Improving the dwelling mix of the 
social housing stock”, the revised estimates show:- 

(a) Housing capital resources to be £51.066 million.  

(b) The requirement for HRA capital expenditure (to meet and maintain the decent homes 
standard) to be £44.787 million. 

(c) An estimated investment surplus of £6.279 million.  

3.8 The Council can meet the decent homes standard for its housing stock by the 2010 target date 
and maintain this until at least 2013.  Additional resources are also potentially available to 
extend the period to which the Council can maintain the decent homes standard or undertake 
some of the additional improvements contained within the Cannock Chase standard.  

3.9 However, should Council not approve the recommendations of Cabinet on 18 January 2007, an 
investment deficit of £2.085 million is forecast to the period 2007-2013.  

3.10 Council’s decision regarding the recommendations made by Cabinet on 18 January 2007 will 
therefore determine the resource framework for the retention of the Council’s housing stock.  It 
will be necessary to develop any retention strategy within the context of this resource 
framework, and it is therefore suggested that the retention strategy should be the subject of a 
further report to Cabinet, following the decisions made by Council in relation to this report.  

3.11 Whilst resources are potentially available to meet and then maintain the decent homes 
standard until 2013, the period to which this could now be extended, through the use of the 
£6.279 million investment surplus, is uncertain as a result of:- 

(a) Capital expenditure requirements during the period 2014-2018. 

(b) The Government’s future policy and investment proposals to support the long-term 
retention of the Council’s housing stock, which will not be clarified until after the 2007 
comprehensive spending review.  

3.12 It is therefore proposed that the Council should determine and then pursue an interim strategy 
pending the outcome of the comprehensive spending review.  A further options appraisal would 
then be undertaken (no later than 2009) in the light of the Government’s revised policy and 
financial regime, a review of the interim stock retention strategy and a further condition survey 
of the Council’s housing stock.  

3.13 Residents on Moss Estate, Chadsmoor and the Cornish houses at Pye Green have asked 
Council to examine alternative options to the planned redevelopment of their homes.  The 
DCLG are prepared to consider a relaxation of the requirement to meet the decent homes 
standard by 2010 “on a limited number of estates where major transformation is required”.  It is 
therefore suggested that the Council makes an application in order that alternative options can 
be fully explored.  
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4. Legal and Financial Issues 

4.1 In arriving at their decision, Members must be satisfied that the decision is in the interests of 
the District and Council Tax Payers as well as Council Tenants, and that the expenditure 
involved is appropriate and prudent expenditure of public money.   

4.2 In the professional opinion of the Monitoring Officer and the Section 151 Officer, the 
expenditure of public funds on pursuing the transfer of the Council’s housing stock cannot be 
justified, and the Council should consider alternative strategies for the future.  Members are 
referred to the Legal and Financial Implications sections of the report for further details of the 
basis for those opinions.
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Section 1 

Background 

 1.1 Council on 27 September 2006 considered the recommendations from Cabinet held on  
21 September 2006 regarding the future strategy for the Council’s housing stock and resolved:- 

 (a) That subject to a satisfactory conclusion of a Tripartite Agreement between the Harvest 
Housing Group on behalf of Your Chase Homes, the Department for Communities and 
Local Government and the Council, on matters which impact on the General Fund 
including preserved Right to Buy receipts, VAT shelter and the reimbursement of the 
Council’s pre-ballot costs (up to and including a ballot), the Council continue to pursue 
a strategy of stock transfer within the Government’s current financial regime. 

 (b) That the Council’s application to the Department for Communities and Local 
Government for a place on the 2006 Housing Transfer Programme be confirmed. 

1.2 In relation to the conclusion of a Tripartite Agreement, Cabinet on 21 September 2006 had 
previously resolved that this be delegated to the Deputy Chief Executive following consultation 
with the Leader of the Council. 

1.3 The Leader of the Council advised Cabinet on 18 January 2007 that:- 

(a) It had not been possible to conclude a Tripartite Agreement (the reasons for which are 
detailed in Section Two of this report). 

(b) Discussions with the Department for Communities regarding the provision of gap funding 
for transfer through a standalone housing association had been abortive (the reasons for 
which are detailed in Section Four of this report). 

(c) In view of the matters outlined in (a) and (b) above that it was his intention to recommend 
the Council to withdraw from the transfer process.  

1.4 Cabinet agreed to consider the matters at the Council meeting on 28 February 2007 and 
requested officers to provide a full report on the current position.  

1.5 A briefing note on the current position was also sent to all Members on 19 January 2007.  

Section 2 

The Proposed Tripartite Agreement 

 2.1 A proposed Tripartite Agreement was prepared for discussion with the DCLG and the Harvest 
Housing Group.  The proposed agreement covered a number of matters which would, in the 
event of stock transfer, impact on the Council’s General Fund namely:- 

 (a) Reimbursement of the Council’s pre-ballot and the Your Chase Homes set up costs. 

 (b) Use of capital receipts from the Preserved Right to Buy. 

 (c) Use of the reimbursement from the VAT shelter agreement. 
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 (d) The transfer of employees under TUPE. 

 (e) The transfer of assets held in the HRA. 

 (f) Service Level Agreements. 

 (g) The management of the housing stock prior to transfer. 

2.2 A summary of the proposed terms and conditions is set out as Annex 1. 

2.3 Stock transfer would have a detrimental effect on the General Fund revenue position and the 
financial implications of this were considered in the previous reports to Cabinet on 20 July and 
21 September 2006.  The aim of the Tripartite Agreement is to offset these detrimental effects 
and indicative financial projections regarding the impact of the proposed Agreement suggests 
that:- 

 (a) There would be no additional impact on the General Fund, above the savings already 
contained in the Stock Transfer Budget until 2011-12, with a residual cost thereafter of 
£226,000 per annum.  This compares with savings over the first two years of £127,000 
and an additional cost thereafter of £300,000 as outlined in the Cabinet report of 21 
September 2006. 

 (b) The additional impact of the expenditure in respect of the Council’s strategic housing 
objectives agreed by Council on 27 September 2006 can be accommodated within the 
preserved RTB and VAT sharing provisions of the Agreement without any further 
impact on the General Fund.  This compares with an additional commitment of 
£162,000 as outlined in the Cabinet report of 21 September 2006. 

2.4 In order that the financial position (as outlined above) could be secured, the principle terms and 
conditions of the proposed Tripartite Agreement were considered to be non-negotiable, and 
both the DCLG and the Harvest Housing Group were advised that acceptance of the proposed 
principle terms were a pre-condition of the Council continuing to pursue a strategy of stock 
transfer. 

Section 3 

A Potential Place on the Housing Transfer Programme

3.1 The DCLG on 17 October 2006 advised the Council:- 

 “That a place (on the 2006 Housing Transfer Programme) should be held open for Cannock 
Chase District Council, to allow discussions between the Council and officials to agree the 
negative value of the housing stock and the way any funding gap requirement would be 
covered.  Subject to an agreement being reached, we should be in a position to offer you a 
place on the programme”. 

3.2 With regard to the provision of gap funding the DCLG had previously (on 6 September 2006) 
advised the Council that:- 

 “As a consequence of the number of transfer applications being made to achieve Decent 
Homes, the funding support that they appear to require and most importantly the need to 
ensure that gap funding is truly funding of last resort, we are examining all negative value 
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applications carefully and are going to be very actively looking for savings, reducing 
prospective costs and in particular looking to establish ways in which the negative value could 
be covered other than solely through the payment of gap funding grant up to a ceiling from 
DCLG”. 

3.3 As a result, Cabinet on 21 September 2006 were advised that the DCLG were:- 

 (a) Seeking to reduce the cost of providing the Cannock Chase standard through 
efficiency and procurement savings within the Your Chase Homes Business Plan. 

 (b) Examining the use of other sources of potential funding including receipts from the 
preserved Right to Buy and the VAT shelter which formed part of the proposed 
Tripartite Agreement. 

Section 4

Discussions with the Department for Communities and Local Government and the Harvest 
Housing Group

4.1 Whilst the proposed Tripartite Agreement has been the subject of extensive discussion with 
both the DCLG and the Harvest Housing Group, it has not been possible to reach a satisfactory 
conclusion. 

4.2 The terms of the proposed Tripartite Agreement are inextricably linked to:- 

 (a) The amount of gap funding which is necessary to deliver the dwelling improvements 
and additional services contained within the Cannock Chase Standard, now estimated 
to be in the region of £40 million.  

 (b) The formulation of a viable Business Plan for Your Chase Homes. 

4.3 The DCLG consider that the Council should reduce (or even remove) the potential requirement 
for gap funding through the use of other resources which would otherwise be retained by the 
Council under the terms of the proposed Tripartite Agreement.  In particular, the DCLG believe 
that a proportion of the receipts which would be realised from the preserved RTB should be 
“allocated” to Your Chase Homes, whilst other HRA assets (for example shops and land with 
development potential) should be included within a proposed “transfer package”. 

4.4 The resources and assets which would be retained by the Council under the terms of the 
proposed Tripartite Agreement are, however, essential to “offset” the detrimental effect of 
transfer on the Council’s General Fund.  Any alternative use of these resources to facilitate the 
transfer of the Council’s housing stock would reduce the opportunities for ameliorating the 
position on the General Fund and as a result the principle terms of the proposed Tripartite 
Agreement are considered non-negotiable. 

4.5 The Harvest Housing Group confirmed their continued commitment to supporting the Council’s 
stock transfer strategy subject to:- 

 (a) The Council obtaining a place on the 2006 Housing Transfer Programme and an 
acceptable level of gap funding being agreed with the DCLG. 

 (b) A viable Business Plan being agreed for Your Chase Homes. 
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 (c) The reimbursement of the pre-ballot costs incurred by the Harvest Housing Group, by 
the Council, in the event of the Council deciding not to proceed with transfer after a 
positive ballot had been secured. 

4.6 The Harvest Housing Group are, however, unable to formulate a viable Business Plan for Your 
Chase Homes without a significant input of gap funding from the DCLG and/or the use of 
alternative  Council resources which would otherwise be retained by the Council under the 
terms of the proposed Tripartite Agreement.  In particular, Harvest considered that they were 
unable to secure the efficiency and procurement savings which are required by the DCLG in 
respect of the Your Chase Homes Business Plan and have now decided not to participate in 
any further pursuit of a stock transfer strategy by the Council.  

4.7 In summary, it has not been possible to reach a satisfactory conclusion in respect of a Tripartite 
Agreement as:- 

 (a) The DCLG are seeking to reduce (or even remove) the potential requirement for gap 
funding, through the use of other resources, (which would otherwise be retained by the 
Council under the terms of the proposed Tripartite Agreement) and efficiency savings 
in the Your Chase Homes Business Plan.  

 (b) The Council are unable to consider the use of these resources to facilitate the transfer 
of the Council’s housing stock, as a result of the detrimental effect on the Council’s 
General Fund. 

 (c) The Harvest Housing Group are unable to formulate a viable Your Chase Homes 
Business Plan without a significant input of gap funding and/or the use of alternative 
Council resources as they are unable to secure the efficiency savings required by the 
DCLG. 

4.8 Proposals to transfer the Council’s housing stock to a new standalone housing association (as 
an alternative to Your Chase Homes, as part of the Harvest Housing Group) have also been 
explored with the DCLG.  The DCLG’s response to these proposals are detailed in the letter 
attached as Annex 2.  In particular, it will be noted that the DCLG are:- 

 “not prepared to envisage a gap funding arrangement that has to abide by the principles as set 
out in the (Tripartite) Agreement you have drawn up”. 

4.9 It is therefore clear that unless the Council are prepared to change the principle terms of the 
proposed Tripartite Agreement, the DCLG are not prepared to consider the provision of any 
gap funding.  Gap funding is however, considered essential to deliver the additional 
improvements and enhanced services included in the Cannock Chase Standard. 

4.10 Without gap funding it would be necessary to reduce the value of the additional works and 
services included within the Cannock Chase Standard by £42 million.  As a result, any further 
transfer other would show a substantial reduction when compared to the March 2006 transfer 
offer, which was rejected by tenants. 

4.11 The principles of the proposed Tripartite Agreement are, however, considered to be non-
negotiable, as “any relaxation” would increase the detrimental effect of stock transfer on the 
Council’s General Fund position.  

Section 5 
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Retaining the Council’s Housing Stock  

5.1 Revised housing capital resource and HRA capital expenditure requirement estimates for the 
period 2007-2013 will be considered by Cabinet on 22 February 2007.  These estimates are 
based on the agreement of Council to:- 

(a) Retain the Council’s housing stock following the failure to conclude a Tripartite Agreement 
and the abortive gap funding discussions as detailed in the preceding sections of this 
report.  

(b) The recommendations made by Cabinet on 18 January in relation to:- 

(i) The ‘replacement’ of certain vacant one-bedroom bungalows with alternative social 
housing and the voluntary sale of certain one-bedroom bungalows to sitting tenants.  

(ii) The use of capital receipts generated from the sale of certain one-bedroom bungalows 
to meet the (revised) investment deficit in Housing Revenue Account capital resources 
forecast for the period 2007-2013.  

(iii) The provision of floor covering allowances as part of the Council’s kitchen and 
bathroom replacement programme specifications.  

5.2 Subject to Council’s agreement to (a) and (b) above, the revised estimates (as reported to 
Cabinet on 22 January 2007) show for the period 2007-2013:- 

(a) Housing capital resources to be £51.066 million.  

(b) The requirement for HRA capital expenditure (to meet and maintain the decent homes 
standard) to be £44.787 million.  

(c) An estimated investment surplus of £6.279 million.  

5.3 The Council can therefore meet the decent homes standard for its housing stock by the 2010 
target date and maintain this until at least 2013.  Additional resources (estimated to be £6.279 
million) are also potentially available to:- 

(a) Extend the period to which the Council can maintain the decent homes standard for its 
housing stock beyond 2013. 

(b) Restore further reductions which were made to the Council’s previous specifications for 
decent homes improvement work as agreed by Council on 23 November 2005 and  
22 February 2006.*1 

(c) Undertake some of the additional improvement works included in the Cannock Chase 
standard (i.e. above those included in the decent homes standard) to further enhance the 
Council’s housing stock. 

(d) Pursue a combination of (a), (b) and (c) above.  

Note: *1 The provision of floor covering allowances in respect of the Council’s kitchen and 
bathroom replacement programme specifications are included in the estimated 
expenditure requirements.   
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5.4 The implications of Council not approving the recommendations of Cabinet (18 January 2007) 
and therefore not proceeding with the replacement of certain vacant one-bedroom bungalows 
with alternative social housing and the voluntary sale of certain one-bedroom bungalows to 
sitting tenants, are detailed in the 22 February 2007 Cabinet report and would result in an 
investment deficit of £2.085 million for the period 2007-2013.  

5.5 Council’s decision regarding the recommendations made by Cabinet on 18 January 2007 will 
therefore determine the resource framework for the retention of the Council’s housing stock.  It 
will be necessary to develop any retention strategy within the context of this resource 
framework and it is therefore suggested that this should be the subject of a further report to 
Cabinet, following the decisions made by Council in relation to this report.  

5.6 Whilst resources are potentially available to meet and then maintain the decent homes 
standard until 2013, the period to which this could now be extended, through the use of the 
£6.279 million investment surplus, is uncertain.  

5.7 Although capital expenditure requirement estimates for the period 2014-2018 show a decrease 
in the need for kitchen and bathroom replacement works (when compared to the period 2007-
2013), there is a need to significantly increase the amount and array of works included within 
the external envelope works. These works include re-roofing, re-rendering and the 
refurbishment of existing single-glazed windows are all essential to ensure that the decent 
homes standard is maintained.  

5.8 There will also be a need to undertake additional planned maintenance expenditure during the 
period 2014-18 on other maintenance works which are not included in the decent homes 
standard, but form part of the Council’s other repair and maintenance obligations as defined 
within its Tenancy Agreement.  These works include repairs to paths, boundary walls and 
fencing and the renewal of services.  

5.9 The Government’s future housing policy and investment proposals to support the long-term 
retention of the Council’s housing stock are currently uncertain and will not be clarified until 
after the 2007 comprehensive spending review.  The key issues are outlined in a discussion 
paper “From decent homes to sustainable communities”, a summary of which was reported to 
Cabinet on 20 July 2006.  Whilst the Secretary of State reiterated there is not fourth option, a 
number of matters in the discussion paper do mark a potential change in policy direction.  

5.10 However, no indication has been provided by the Government regarding the amount of funding 
for social housing which can be expected to be available as a result of the 2007 comprehensive 
spending review.  Whilst the Chancellor has stated that new social housing is to be a particular 
priority, no statement has been made regarding potential levels of future resources for 
investment in the existing housing stock.  

5.11 It is therefore proposed that the Council should pursue an interim strategy to retain its housing 
stock, ending the outcome of the comprehensive spending review.  A further options appraisal 
would then be undertaken no later than 2009 in the light of the Government’s revised policy 
and financial regime, and the success of the interim strategy, to determine a long-term 
sustainable strategy for the Council’s housing stock.  The options appraisal would, in 
accordance with the DCLG “good practice”, be informed by a further sample stock condition 
survey.  

Section 6 
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The Council’s Pre-Reinforced Concrete (PRC) Dwellings 

6.1 A strategy of clearance and redevelopment for the majority of the Council’s PRC dwellings  
(i.e. the Wates houses in the Elizabeth Road area, West Chadsmoor, the Reema properties on 
the Moss Estate, Chadsmoor and the Cornish houses in Pye Green) was agreed by Cabinet on 
4 December 2005, with a small number of dwellings (i.e. the Reema houses at Braemar Road, 
Norton Canes and the Wates houses in the Larch Road area, Brereton) being subject to 
structural reinstatement.  

6.2 Cabinet on 20 July 2006 were informed that following initial consultation, a number of residents 
on estates which would be subject to redevelopment have asked the Council to “look again” at 
the possibility of structural reinstatement work being undertaken to their homes.  It was 
therefore suggested that alternative options to the planned redevelopment  should be 
examined for both the Reema properties on the Moss Estate and the Cornish houses at Pye 
Green, although it was stressed that any alternative option would need to secure additional 
external funding.  

6.3 The DCLG are prepared to consider a relaxation of the requirement to meet the decent homes 
standard by 2010 “on a limited number of estates where major transformation is required”.  It is 
therefore suggested that the Council makes the required application to the Government Office 
for the West Midlands for such a “relaxation” in order that alternative options to the planned 
redevelopment schemes can be fully explored at the Moss Estate, Chadsmoor, and the 
Cornish houses at Pye Green.  

Section 7 

Contributions to CHASE  

7.1 The retention of the Council’s housing stock or the continued pursuit of a stock transfer strategy 
would contribute to CHASE by ensuring that the Council’s housing stock meets the decent 
homes standard by 2010.   

7.2 The pursuit of the strategy would also contribute to other CHASE objectives as follows:- 

(a) Health – helping to develop a healthy community through the effective management and 
maintenance of the Council’s housing stock. 

(b) Access to Skills and Economic Development – contribution to the development of a strong 
local economy through major works contracts and investment in the housing stock.  

(c) Environment – contribution to a clean, safe and sustainable environment through the 
effective management of Council estates.  

Section 8 

Section 17 (Crime Prevention) Implications 

8.1 Actions to combat anti-social behaviour on the Council’s estates which would be undertaken 
through the continued pursuit of stock transfer would have positive implications for crime 
prevention.  

Section 9 
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Human Rights Act Implications 

9.1 Article 8 provides that:- 

‘(1) Everyone has the right to respect for his private and family life, his home and his 
correspondence. 

 (2) There shall be no interference by a public authority with the exercise of this right 
except such as in accordance with the law and is necessary in a democratic society in 
the interest of national security, public safety or the economic well-being of the country, 
for the prevention of disorder or crime, for the protection of health or morals, or for the 
protection of the rights and freedom of others.’  

9.2 Article 1 of the First Protocol provides that::- 

‘Every natural or legal person is entitled to the peaceful enjoyment of his possessions.  No-one 
shall be deprived of his possession except in the public interest and subject to the conditions 
provided for by law and by the general principles of international law.  

The preceding provision shall not, however, in any way impair the right of a state to enforce 
such laws as it deems necessary to control the use of property in accordance with the general 
interest or to secure the payment of taxes or other contributions or penalties.’ 

9.3 In considering options of dealing with its housing stock, the Council is complying with legislation 
which empowers it to take such a step and, at the same time, considering the needs of the 
residents of the District.  

9.4 If the Council continued with the pursuit of a stock transfer strategy, tenants of Council housing 
would not be deprived of their homes and current rights given to them by law, but there would 
be impact on the way their homes are managed in the future.  

9.5 However, the legislation requires tenants to be consulted and to be fully informed of the 
advantages and disadvantages of any further transfer proposals.  This would be addressed by 
the appointment of an Independent Tenants Advisor and a further consultation and 
communication exercise.  In addition, any further transfer proposal would be the subject of a 
further ballot of tenants.  

9.6 For the above reasons, the Council’s actions are considered to be compatible with the Human 
Rights Act 1998.  

Section 10 

Data Protection Act Implications 

10.1 There are no Data Protection Act implications associated with this report.  

Section 11 

Risk Management Implications 

11.1 A failure to meet and maintain the Council’s housing stock to the standard desired by tenants 
has been identified in the Council’s risk register.  The potential problems associated with this 
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risk include: tenant dissatisfaction, a deterioration in the Council housing stock, an adverse 
effect on the environment and the possibility of Government intervention.  

11.2 The score rating for gross risk is 25, which falls within the high-risk category.  It is, however, 
considered that providing the Council has agreed and can then implement a robust investment 
plan which ensures that it can meet the decent homes standard for its housing by 2010, the 
score for this risk will reduce to 10, placing it within the medium risk category.  

11.3 The Council has an agreed Decent Homes Investment Plan which will ensure that the decent 
homes standard for its housing stock is met by 2010 target date and then maintained until 
2014.  Subject to the recommendations of the report to Cabinet (18 January 2007) on 
“Improving the dwelling mix of the social housing stock” being agreed, the Council will have the 
necessary resources to implement this plan.  

11.4 A number of tenants have expressed dissatisfaction with the deletion of items which previously 
formed part of the Council’s specifications for decent homes improvement works and this has 
been reflected in a decrease in tenant satisfaction rates.  

11.5 Additional resources (as identified in paragraphs 5.2 and 5.3) are potentially available to restore 
some of these items to the Council’s decent homes specification or undertake other 
improvement works included within the Cannock Chase standard.  This action would increase 
tenant satisfaction and enable the risk score rating to be reassessed.  

11.6 There are a number of risks associated with the continued pursuit of a stock transfer strategy 
through a new standalone housing association with no gap funding, although these have not 
been identified in the Council’s risk register at the present time.  The potential problems 
include:- 

(a) A failure to gain a ‘yes’ vote in any ballot which would result in abortive costs incurred in the 
pre-ballot work being borne by the Council.  

(b) The limited timescale for completing the stock transfer process in order to meet the 
“deadlines” established by the 2006 Housing Transfer Programme.  

(c) Actions required by the DCLG regarding a new application from the Council for a place on 
the 2006 Housing Transfer Programme including a further stock condition survey.  

(d) Proceeding to transfer the housing stock without full consideration of the ballot result could 
lead to the Council’s decision being challenged through a Judicial Review. 

11.7 The score rating for gross risk is 25 which falls within the high-risk category.  It is however 
considered that the Council can undertake a number of actions to mitigate some the risks 
which include:- 

(a) The formulation and implementation of an effective communications strategy with tenants, 
although this will be severely constrained by the reduced level of improvements when 
compared to the previous transfer offer in March 2006.   

(b) The adoption of a robust project plan and the allocation of adequate resources to the 
transfer process.  
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(c) Discussions with the DCLG regarding the Council’s potential place on the 2006 Housing 
Transfer Programme.  

(d) A further report to Council on the proposed course of action following the results of the 
ballot.  

11.8 It is, however, considered that these actions will only reduce the risk score to 20 and as a result 
it will remain in high-risk category.  

Section 12 

Legal Implications 

12.1 Generally the Council is empowered, provided it complies with statutory and Government 
requirements, to transfer its housing stock to a registered social landlord.   However, in 
considering the decision whether to continue with such a transfer, Members must take account 
of all the relevant factors set out in this report. 

12.2 The Secretary of State issued the England (Relevant Authorities) (General Principles) Order 
2001 setting out the General Principles which govern the conduct of Members and form the 
basis for the statutory Code of Conduct adopted by the Council.   General Principle 9 
(Stewardship) states : 

“Stewardship 

Members should do whatever they are able to do to ensure that their authorities use 
their resources prudently and in accordance with the law.” 

12.3 Members should bear in mind their obligations under this Principle when considering the issues 
set out in this report.   Members must, therefore, consider the issues carefully and balance the 
interests of Council Tenants and the interests of Council Tax Payers in general when making 
the decision.    

12.4 The report sets out the current position which can be summarised as follows : 

• It has not been possible to conclude the Tripartite Agreement which the Council has 
previously resolved should be the basis on which a transfer to the Harvest Housing 
Group should be made. 

• DCLG are now taking a different stance to that taken in 2005/06 in that it has 
indicated that gap funding should be funding of last resort after all other sources 
have been exhausted and that no agreement on the sum to be paid can be made 
until shortly before the transfer date i.e. after the ballot.   

• Harvest Housing Group have indicated that they are unable to formulate a viable 
business plan for Your Chase Homes without a significant input of gap funding from 
DCLG or alternative resources being provided by the Council. 
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• Without the previous commitment on gap funding, the business plan for a 
standalone housing association would not be able to support the standard of 
improvements which was previously offered to tenants.    

• DCLG have indicated that, if the Council wishes to pursue a transfer to a standalone 
housing association, it will require a substantial volume of work to be undertaken 
before placing Cannock Chase on a transfer programme.   The cost of undertaking 
this work is substantial and the Council will need to commit resources to this before 
knowing the result of the ballot or the amount of the gap funding. 

• The detrimental impact on the Council’s General Fund will be substantially greater if 
transfer were to go ahead on a basis other than the principles set out in the 
Tripartite Agreement. 

• The results of the market research survey undertaken in 2006, whilst showing a 
small majority in favour of transfer, showed that 20% of the tenants surveyed were 
unsure of how they would vote should there be a future ballot. 

12.5 As indicated in previous reports, Members need to be satisfied that there is evidence that 
tenants would vote in favour of transfer before committing to the expenditure of public monies 
which would be required by continuing with the transfer option and re-balloting of tenants.    

12.6 Given that the report indicates that any revised offer which could be made to tenants would be 
less than that made in March 2006 and that the amount of the gap funding available cannot be 
included in the offer document as previously, it is unlikely that the result of a future ballot would 
be different to the result of the March 2006 ballot.   In addition, it is uncertain whether DCLG will 
confirm the Council’s place on the 2006 Transfer Programme. 

12.7 In all the circumstances, therefore, it is the professional opinion of the Monitoring Officer that 
the expenditure of public funds on pursuing stock transfer cannot be justified and the Council 
needs to consider alternative strategies for the future of its housing stock. 

Section 13 

13. Financial Implications 

13.1 The Financial Implications of pursuing stock transfer were referred to in detail in the report to 
Cabinet on 21 September and are again highlighted throughout this report but can be 
summarised as follows. 

13.2 Stock transfer provided the opportunity to provide tenants with additional improvements and 
enhanced services in accordance with the Cannock Chase standard and would have provided 
a long term sustainable strategy for the Councils housing stock over the 30 years of the 
Business Plan. 

13.3 Transfer would however have a gross detrimental affect on the General Fund of approximately 
£900,000, which after taking into account proposed remedial action, could reduce to £226,000 
per annum. The detrimental impact had been reflected in the stock transfer budget, formulated 
as part of the previous ballot, however the assumptions that determined the basis of the 
remedial action were to be subject to the detailed Transfer Agreement which is normally 
formulated following the outcome of the ballot.  
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13.4 The Council’s conditions of transfer reflected typical arrangements following transfer and had 
been detailed in the Brief to prospective RSL’s and had been subject to outline discussions with 
the Harvest Housing Group.  However in the light of DCLG comments on reviewing gap funding 
it was essential that the impact on the General Fund was finalised in advance of a decision to 
pursue transfer via a Tripartite Agreement. 

13.5  DCLG are primarily seeking to reduce the amount of gap funding by utilising other resources or 
seeking efficiencies in the RSL Business Plan.  The failure of Department for Communities and 
Local Government to agree the Tripartite Agreement, particularly in relation to Preserved Right 
to Buy (PRTB) receipts would severely impact upon the General Fund and impact upon any 
potential RSL’s ability to obtain external funding in the form of borrowing. 

13.6 Right to Buy receipts following transfer tend to slow down immediately following transfer, 
increase following improvements works being carried out and then average out, subject to that 
the level of sales cannot be predicted with any accuracy.  Consequently they will tend to have a 
disproportionate impact upon gap funding with a far greater amount of RTB receipts being 
required to reduce this funding requirement. In relation to the General Fund Council Tax would 
need to increase by 5.5% per annum on average, for the next seven years, rising annually 
thereafter, purely to reflect the implications of stock transfer if gap funding was to be eliminated 
by this method 

13.7 A RSL Business Plan and associated funding or borrowing requirement does not reflect RTB 
sales and assumes that the impact is financially neutral (as reflected in the Tri partite 
Agreement). Hence the use of any RTB sales to reduce Gap funding will mean that a RSL 
Business Plan is less attractive to funders and would in this case appear not to be viable. 

13.8 A revised RSL Business Plan based upon a stand alone RSL was prepared reflecting the 
maximum efficiencies that could be forecast at this time and although this reduced gap funding 
by £6 million was also dismissed by the DCLG. 

13.9  In conclusion DCLG’s current requirements can only be achieved by reducing the Cannock 
Chase Standard by £42 million with this to be primarily achieved over the initial five years of the 
improvement programme.  

13.10 The continuation of a stock transfer policy would require both the General Fund and HRA to 
incur further material expenditure in the form of pre-ballot costs, for which no provision exists 
within existing budgets. The expenditure as stated throughout the report would be abortive 
expenditure to be borne by each fund if transfer did not proceed.  

13.11 In considering whether to pursue transfer Members were informed that such expenditure could 
only be justified both in terms of the publics interest and value for money if sufficient evidence 
exists that tenants will vote in favour of transfer if a further ballot takes place and a “yes” ballot 
result could be delivered.  

13.12 The failure to reach agreement on both gap funding and Tripartite Agreement; together with the 
uncertainty that exists in securing a place on the 2006 Transfer programme, necessitates that, 
in the professional opinion of the Section 151 Officer, the cost of pursuing stock transfer, as 
reflected in the proposed pre-ballot costs, cannot be justified and the Council needs to consider 
alternate options to deliver decent homes standard beyond 2014. 

03 - Report-Future Strategy for the Council's Housing Stock-v3.doc  



  ENCLOSURE    7.18 

13.13 However, if Council, after reviewing all the facts determines that stock transfer should be 
pursued, will need to provide additional allowance in both the General Fund and HRA budgets 
for pre-ballot costs.  The costs based upon a stand alone RSL are estimated to be as follows:- 

 
 GENERAL FUND HRA 

 
2007-08 £260,000 £200,000 

 

 

13.14 No provision exists within the budgets recommended by Cabinet for such costs and Cabinet 
would be required to identify compensating adjustments to submit a balanced budget to 
Council. 

13.15 Members should note that although it would be possible to identify indicative budgets for 2008-
09 and 2009-10 for a stock retention ballot outcome, it is not possible to determine a positive 
ballot result, since the impact on the General Fund is totally dependent upon the details of any 
Tripartite agreement arrived at between the DCLG, the Council and RSL.  

 

Section 14 

Human Resource Implications 

14.1 The detailed human resource implications in respect of a continued stock transfer strategy were 
considered in previous reports to Members on this issue.  

14.2 Once a decision on the future strategy for the housing stock has been made it is also 
imperative that all employees, together with the locally recognised trade unions, are informed of 
the decision at the earliest date and the strategy and the implications are fully explained.  

Section 15 

Conclusions 

15.1 It has not been possible to conclude a Tripartite Agreement on matters which would, in the 
event of stock transfer impact on the Council’s General Fund.  Unless the Council are prepared 
to change the terms of the proposed Agreement, the DCLG are not prepared to consider the 
provision of gap funding.  

15.2 As a result the Council can only continue to pursue transfer (with the principle terms of the 
proposed Tripartite Agreement) in place through a new standalone housing association, 
providing that it is able to formulate a viable Business Plan, without gap funding or alternative 
resources from the Council.  

15.3 Without these additional resources it would be necessary for the new standalone housing 
association to reduce the array of additional improvements which can be offered under transfer.  
As a result, any future transfer offer would show a significant reduction in improvements, when 
compared to the March 2006 offer, which was rejected by tenants.  
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15.4 It is therefore proposed that the Council pursue an interim strategy of stock retention pending 
the outcome of the Comprehensive Spending Review.  A further options appraisal would then 
be undertaken (no later than 2009) in the light of the Government’s revised policy and financial 
regime, a review of the interim stock retention strategy and a further sample condition survey of 
the Council’s housing stock. 

15.5 The recommendations to further develop and implement this strategy are set out in Section 2 of 
the preceding report.  

 

Background Papers 

E-mail – “Cannock Stock Transfer” – Ken Swan (DCLG) 6 September 2006 

Annexes 

Annex 1: Proposed Tripartite Agreement – Summary of Terms and Conditions 

Annex 2: Letter from the DCLG – Disposals Programme (21 December 2006) 
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ANNEX 1 

PROPOSED TRIPARTITE AGREEMENT – SUMMARY OF TERMS AND CONDITIONS
 
 
1. Pre-Ballot and Set-up Costs
 
 The Council would be reimbursed the whole of its costs incurred in proceeding to transfer.  

These costs would include those related to the abortive transfer exercise in 2005-06, the 
agreed set-up costs included in the Your Chase Homes Business Plan and the costs incurred 
in the 2006-08 process. 

 
2. Preserved Right to Buy (RTB)
 
 The Council would receive 100% of the proceeds of sales under the preserved Right to Buy 

(RTB), paid quarterly in arrears.  The amount of each sale would be offset by Your Chase 
Homes retaining an amount to ensure that its business plan remains financially neutral as a 
result of the transaction. 

 
 The RTB receipts would be used to fund the Council’s private sector housing responsibilities 

(previously undertaken within resources allocated to the HRA) with the interest on net balances 
being used to offset the loss of economies of scale to the General Fund. 

 
3. VAT Shelter
 
 The Council would receive 50% of the reimbursement from the VAT shelter agreement.  The 

total amount available is currently estimated at between £7 million and £10 million. 
 
4. Employee Transfer
 
 Any TUPE list would include all employees working in the Housing Division at the time of 

transfer together with around 7 other employees who are mostly engaged on housing related 
activities.  These would all be expected to transfer to Your Chase Homes. 

 
 In addition, Your Chase Homes would be expected to appoint at least 5 employees identified by 

the Council whose duties relate to housing, but not sufficiently to justify inclusion on any TUPE 
list. 

 
5. Asset Transfers
 
 Any transfer would include the whole of the Council’s housing stock at the time of transfer, 

although other HRA assets would not necessarily transfer.  In particular, it would be the 
Council’s intention to retain:- 

 
(a) HRA shops (together with any flats let on a lease to the shop lessee). 

 
(b) Land with development potential. 

 
(c) Garage sites with development potential. 
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(d) Office accommodation.  
 

(e) Computer, telephony and other systems and equipment in use by transferred 
employees (although the Council would consider the sale of these items to Your Chase 
Homes). 

 
6. Service Level Agreements
 
 A Service Level Agreement for the use of the Council’s cash collection service would be 

negotiated between the Council and Your Chase Homes.  Other Service Level Agreements 
would be negotiated to ensure a smooth transition of services. 

 
7. Management of the Housing Stock Prior to Transfer
 
 The Council will undertake actions during the transfer process to ensure that capital receipts 

are maintained at a high level.  This action will support the General Fund in the event of 
transfer and protect the position of the HRA should a transfer not proceed. 

 
8. Non-Compliance
 
 In the event of any transfer not taking place as result of non-compliance with the terms of the 

Agreement, the non-compliant party (i.e. the Council or the Harvest Housing Group) will 
reimburse the other party (i.e. the Council or the Harvest Housing Group) the reasonable costs 
which they have occurred as a result of the transfer process. 
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ANNEX 2 
LETTER FROM THE DCLG 

21 December 2006  

Les Trigg 
Deputy Chief Executive 
Cannock Chase District Council 
Civic Centre 
PO Box 28, 
Beecroft Road, 
Cannock, 
Staffordshire. 
WS11 1BG.  

Our Ref:  
Your Ref:  

Dear Les, 

HOUSING STOCK TRANSFER 

1. I was grateful for the notes that Ian Tennant provided on meeting Decent Homes, on the issue over 
your strategy for PRC dwellings, and the timeline for decision making.  I don’t think I was aware of 
the PRC proposals certainly not in the detail provided in the paper.  I agreed at our meeting to write 
to you when we had received those papers. 

2. We have a number of concerns about this application which I am afraid have not gone away. 

3. Under the new proposal to establish a new standalone RSL it remains a negative value transfer as 
you have put together an outline business plan to demonstrate a funding gap of £40m.  This 
causes us some concern for two reasons: 

• leaving to one side the PRC dwellings (see para 9 below), you consider you are able to meet 
the Decent Homes standard by 2010, and sustain that until 2014; 

• you re-iterated to me during our meeting on 6 December that the principles within the draft 
agreement (originally drawn up with regard to a transfer to Your Chase Homes -Harvest Group) 
with regard to dealing with the impact on the General Fund, pre and post transfer, are non-
negotiable. 

4. As you know DCLG agrees to enter into gap funding arrangements to enable RSLs taking stock to 
undertake affordable investment programmes that ensure that the stock can brought up to and be 
maintained at the decent homes standard.   A funding gap of £40m (which we would still wish to 
see verified after a new stock condition survey through a new Single Transfer Model) is quite high 
for 5,500 dwellings where by 1 April 2008, 1,296 homes will remain non-decent, and where a 
refurbishment programme is underway, and where as I believe to be the case the housing stock 
has been well maintained. 

5.  We would certainly expect that in all these circumstances the local authority should make a 
commitment to put resources into the transfer to reduce any gap funding need from DCLG.  It was 
therefore disappointing that in accordance with the draft agreement you would wish/need to retain 
a full share of PRTB receipts, after a compensatory amount to ensure PRTBs have a neutral 
impact on the RSL business plan is deducted, and that whilst you appear to have assets that could 
have realisable value you are not prepared to include these within a transfer package.  It appeared 
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to us that the apparently non-negotiable stance of a share in the PRTB receipts in perpetuity was 
not quite right: a limited term agreement to a particular share would have be more appropriate. 

6. We also noted that you were requiring Harvest to meet previously abortive transfer process costs.   
We have of course noted that you propose a 50/50 share of VAT scheme savings which is 
something we would in principle happy with where an authority can demonstrate that it requires 
that cash flow to cover dis-economies and other costs directly arising from transfer. We obviously 
understand your desire to protect your General Fund, although where a possible high funding gap 
is on the table in a case where decency can be achieved under retention, we need to be wholly 
satisfied that all reasonable avenues to close the gap are explored and that a transfer is good VfM 
for Government. 

7. Notwithstanding what may emerge from the future stock survey, at present we are therefore not 
prepared to envisage a gap funding arrangement that has to abide by the principles as set out in 
the agreement you have drawn up.  We would expect all options to be explored to establish 
whether a transfer like this can and should be self-financed, or much closer to being self financed 
by the RSL.  We would wish to rigorously verify this, before agreeing any gap funding arrangement 
following the establishment of an agreed stock valuation. 

8. Our view is that there is more work to be carried out before we can consider placing Cannock on a 
transfer programme: 

• we will in due course need a revised application, given the changed nature of the transfer,  

• a new STM, post stock condition survey, that reflects investment that should be completed prior 
to transfer, 

• assurance of how you are going to be able to deliver the transfer, in terms of the resources and 
skills available to implement a transfer delivery programme, 

• for you to demonstrate alongside the timetable how your tenant engagement and consultation 
strategy would unfold after a decision to proceed to transfer is made towards the end of 
January 2007, and evidence that tenants would be supportive to the approach of establishing a 
new standalone RSL to take ownership of the housing stock; and 

• it will need to be clear that Cannock Chase District Council is fully supportive of the new 
proposal to establish a standalone RSL,  and wishes to proceed in accordance with a certain 
timetable.  

9. On the timetable, as you know from our meetings we would not agree a gap funding figure prior to 
the issue of the Offer Document. We would agree a valuation figure, and if negative the principles 
through which that funding gap might be filled, but that is all.  The exact figure and arrangements 
would be agreed with the RSL during development of its business plan and after discussions with 
funders: final agreement would only be reached in the run up to transfer, which in this case would 
be Jan–March 2008. 

10. With regard to the PRC homes, it was not entirely clear to me under stock retention what the 
application for relaxation against the 2010 decent homes standard date would say.  Would it say 
that the Cannock Chase DC would propose to deal with these properties by 2014 on the basis that 
the Moss Estate  homes are re-developed?  What are the options for providing additional finance: 
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stock transfer would seem to be the only one.  There seems to be some considerable uncertainty 
about what might be practicable and viable, so what would be said in the application?   

11. I look forward to hearing from you further. 

Yours sincerely, 

 

Ken Swan 
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