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THE GOVERNOR M 8 Copy to Mr Fforde
/v
THE GOVERNOR'S MEETING WITH THE CHANCELLOR ON 9 OCTOBER

I attach a Note for Record by Erskine which sets out in its first

two paragraphs the facts as we know them relating to the DoE approach
to the clearing banks concerning the possibility of the clearing banks
providing mortgages to purchasers of council houses. We have had no

mention of this from the clearing banks. N e g

Monck has apologised for not discussing the DoE approach to the
clearers with us in advance. I explained to him the difficulty we
would have (and indeed already have) in seeking to deter the banks
from too aggressive a posture on housing finance if another part of
Whitehall is actively encouraging them to go in that direction, even

if the amounts involved are likely to be modest.

The related point was that HMT have for some time been planning to
arrange regular meetings with the clearing banks, certainly with
Ministerial encouragement although I am not clear whether it is at
Ministers' instigation. Monck had expected that the Chancellor would
discuss this with you in Washington.

8 October 1981
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NOTE FOR RECORD . Copies to: Mr Plenderleith
; : Mr Gill
Mr Hewitt

LOCAL AUTHORITY BORROWINGi' COUNCIL HOUSES
“\
Richard Seebohm (HMT) telephoned on 1 October.

Ministers are becoming impatiént at the lack of progress being

made in selling council houses and DoE is hatching a scheme to

legislate away the bureaucratic impediments placed in the way

of such sales by recalcitrant authorities. As I understand it,

the essence of the scheme is as follows: =

(a) HMG would take powers to sell the council houses
over- the -heads of the authorities without compensation;

(b) Mortgages would be provided by HMG;

= (e) Repayments would. be held ih a trust fund. The mortages

would be assigned to the' lccal authorities as and when
they came to their senses together with any payments

of principal or interest which had accrued in the trust
fund.

HMG not being equipped to administer mortgages, DoE hope that the
clearing banks might be induced to take on this task together with

the administration of the trust funds. To avoid unwelcome monetary

consequences, the cleéking banks would be required to invest the
mortgage receipts in public sector debt. DoE originally hoped to
persuade the building societies to take on the task but preliminary
soundings have revealed that they do not have powers to administer
trust funds. DoE have also had some contact with the clearing
banks about this scheme.

If this scheme gets anywhere, HMT ané DoE will want advice from

the Bank in the course of their negotiations with the clearing
panks. I agreed that Seebohm should in the first instance send

any papers to me but on reflection feel that Money Markets Division

may be a more natural point of contact.
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For my'own part I regard this scheme as wildly impractical. From
the ‘banks' point of view it is very high profile and from an
administrativé stand point, ensuring that all mortgage repayments
are invested in public sector debt will be complex and therefore
costly. These problems would be partially but not wholly
alleviated if the banks granted purchasers conventional mortgages
passing the séle proceeds over to HMG to hold .in its trust fund.
Rejigged in this way, there would be more hope of getting the
building societies to participate in the scheme which might have
presentational and monetary attractions.
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Gilt-Edged Division HO-G
12 October 1981

I M B Erskine (4419)













