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allocation would be that they would now be carried out on & cash
basis. The expenditure would be matched by an equal and opposite
receint, so there would be no net public expenditure consequences
and conditions would be attached to any allocations that would
preclude additional borrowing or the use of spending power in
future years. In the case of short-leases, I understand that the
Treasury's view is that the taking of such leases should not be
recorded as public expenditure, so there would likewise be no
adverse public expenditure consequences.

revla that I would propose to use in considering
ine"” cases would be that:-

expenditure h incurred, or substantive
negotiafionu Y . commitments entered into by the
local authori third party; and

the scheme is not designed primarily to increase the
stock of phy 1 assets over which the local authority
has effect;ve rol or to raise money on the strength
of operational

Tuvning to schemes which were not in the pipeline on

p"l”“‘p& reason why local au..‘xorlw s seek to use

is to avoid the present res txons on the rate at

may use. their capital r -"r s justify new expenditur

have recently discussed : E{LF) the general question of

of capital receipts and need not rehearse the afgum_ 1S now.

has, however, toc be conceded that the existing rules work harshly
in cases where a receipt can only be realised as a result of

expenditure having been incurred. Typically, this will happen

where an operaticnal building needs to be replaced before the

site on whic\ it stands can be released for sale. Many of the

cases which have been drawn to mv attention following fbe 9 March

statement are of this tgr. The Audit Commission i report

on "Local AJran;uj Prop y have also drawn attention to the
inhibiting effect of the pital control system on sensible
property rationalisations.

We already have a very limited scheme under which additional
allocations are given to facilitate "back-to-back" tra nbactla
under which authorities acquire land and then dlo?ubb of
(typically as part of wider redevelopment by the pri ivate

What I propose 1s enhancement of this scheme which wou

in cases where *1'ﬁ“*1t> need to acquire land (or
other capital expenditure) } O ~ to release other ‘land
developmer-. WS d afoYol fer extra allocations

the exchange of

ate sec
3 Jt? Oi\”l‘( a




conditions would
was no net

I hope you

moving the new Clauses E
Monday. I also hope that they
concern which some of our
short-term conseguences of

In the longer term, the 9 March
implications which ought now to Dbe
efficials. &#FL is argU“ with some
authorities that
controls r
expenditu
for terms
une XyeOt¢O
for many year thoujh rot
become apparent. Insofar as
provided by such means, we
estimating the outputs ot
control framewcrk and the
make some corresponding
spending power
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SRR RO A S M LIS
PED e L e S

10 DOWNING STREET
LONDON SWIA 2AA

From the Private Secretary 25 April 1988

Dea foge,

LOCAL AUTHORITY CAPITAL CONTROLS

The Prime Minister has seen your Secretary
of State's letter of 21 April to the Chief
Secretary and his response of 22 April. She
is content to proceed on the basis proposed.

I am copying this letter to the Private
Secretaries to the Secretaries of State for
Wales, Education and Science, Transport,
Social Services, the Lord President, the Chief
Whip and to Trevor Woolley (Cabinet Office).

s e

(

P

Paul Gray

Roger Bright, Esq.,
Department of the Environment.

CONFIDENTIAL




017/4212

CONFIDENTIAL

Treasury Chambers, Parliament Street, SWIP 3AG

The Rt Hon Nicholas Ridley AMICE MP
Secretary of State for the Environment
Department of the Environment

2 Marsham Street

London

SW1P 3EB

22 April 1988

\})-env gguacvﬂ-&nf'-;

LA CAPITAL CONTROLS
Thank you for your letter of 21 April.

I am content with the line you propose to take on Monday
on the understanding that, as stated in your letter, none of
the barter and sale and leaseback deals allowed through as a
result will increase net public spending. Where allocations
are given to facilitate private sector investment, the 1local
authority should not be allowed to keep any undue interest in
that investment e.g. in the form of a long lease on property.

I also agree that officials need to consider the future
effects of bringing barter, and sale and leaseback, deals within
the capital control system. You identify two possible approaches
in your letter. But both would increase net public expenditure.
I see no reason why any higher gross spending should not be
fully offset by extra capital receipts. But I am content for
our officials to pursue this.

I am copying this letter to the Prime Minister, Peter Walker,
Kenneth Baker, Paul Channon, John Moore, John Wakeham,
David Waddington and Sir Robin Butler.

>/ ows &'kW'f@l
JOHN MAJOR

Blgnad §udads absewcs).
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11

the efit « ash receipt. With lease-—and-leaseback, the
rents 7 - from revenue Jjust like the loan charges on
conventional borrowing. The economic effect of the one amounts
to sale and purchase and of the other to a form of borrowing.

-

The original statement of 9 March ‘ spec
arrangements might have to be made for were "in

pipeline" on that date. We enlarged on his on 25 April and a
announced an "in-and-out" scheme facilitate prope
rationalisations. I imagine that Macclesfield Borough Coun

are considering whether any of the schemes mentioned in yo
letter fall within the criteria. I mentioned above that detail
guidance had now been issued and I am enclosing copies of

official documents which the Council will have received.

n e

r

W =t B

0

DS e
O R < 00

o
-

m sending a ccpy of this letter to the Prime Minister and to

ar

1

k Lennox-Boyd.

MICHAEL HOWARD

Nicholas R Winterton Esqg MP




RESTRICTIONS ON LOCAL GC NT CAPITAL S

BY SECRETARY OF STATE FOR THE

 AIREY HOUSE

The Council reviewed its policy regarding the refurbishment

of Airey Houses during 1987. Both M.P.'s had tenant enquiries

regarding the future of Airey Houses as they both have tnis type

of property in their constituencies: Bosley, Poynton, Adlington,

Lyme Green, Rainow, Lower Withington, Nether Alderley and Tabley.

After much tenant consultation and, subject to planning difficulties,
it is proposed to demolish the Airey Houses. They will be replaced

through a partnership arrangement by

using private finance for the initial construction.

Tenants wishing to, will be ab to acquire thei
discounted rate, subject to

or n ;ishing to buy,

choice as

have to buy

remaining

open m

The proposa pri t 3 announcer
nave enabled u i : 100 sales income
™
-

nting.

allocation of




The understanding of the new arrangements requires the
cost of providing the accommodation for renting to "ecore

as  prescribed expenditure". This will be between £2m. and

£3m. depending on how many tenants exercise their right to

buy.

The situation is made worse by not allowing the income from
gsales on the open market to be used immediately to off-set

the cost of acquisition in 5. above. Thus, if net income

from sales was £1m. it could only be used at 30%Z each year.

It is also thought that an exchange deal with an owner-cccupier
i.e. giving the owner a new house in exchange for their Airey
House site, will score. If this is so, it will add a further

£300,000 to the HIP requirement.

With a HIP
ment of £2.

% 'Y -
will effectively mean the deletion or the sheltered accommodation

or other schemes to that value, over the three year period.

Meadowside,
The property was seen as needing replacemant last Autu
further survey of the property at the tenants'
that there has been further rapid deterioration during
six months. ence, it is imperative tc

difficu




Housebuilders rage against !
end of council baner deals

By Catherine Pepinster

CONSTRUCTION of 50 000
homes a year could be scuppered
and inner city regeneration
projects w'reck;d if Government
proposals to end land deals
between councils and
contracters go ahead.
Accordingtothe
House-Builders Federation
proposals by environment
sacretary Nicholas Ridley toend
barter dezls involving land
exchanges, willputanendtoa

quarter of the housebuilding
programme.

The HBF, MPsand
councillors 2re seeking urgent
talks with the Department of the

t Environmentoveritsbid ¢

oend
K (,u.kL'T‘ nNascometoa
h (:M this week with the
confirmation by the DOE thata
caonsultative paper on council
capital controls will be m.ba:"‘.
:;s spring. Detai
Jfﬂc:mg capitai spend g
aiso be outlined in the "ext
usen's speech to Parliament.
HBF director Roger Humber
this week attacked the DOE's
atterapt to end the land exchange
desls which proﬁjf- "ma.l
authorities with faciliti
%P JOove 11}
realise that ‘i“'s
of du':.,, business,
the inner aties.
scupper as much as 25% of the
housebuilding programme.

1l

already told the HBF of
developments which are now at
nisk and a circular is being sent
out to discover details of more
threatened projects.

Among others seeking talks
with Ridley are MP john Heddle
and a delegation from the
Association of Metropolitan
Authorities.

“Ii they make a mistake on this |

shot the
inthe

one, they could have
whoie inner city dove i
foot, " said Humber.
Ridley’s bid to ban council
deals began last month when he
stopped council
capita! assets inorder to .A.mn
ceficits onrevenue account. _,.zt
the move also threw into doubt
deals whereby councils
d land for facilities,
libraries, leisure centres
or sheltered housing. The DOE
now zdds these facilities to
councils’ spending programmes
which takes them over their
expenditure himits.
Many housebuilders

€XC "'.”'"

such is

Cilas

s have

Budding 8 April 1988




Department of the Environmeant
Room

2 Marsham Street London SW1P 3EB
Telex 22221 Direct Line 01-212

Switchboard 01-212 3434
GTN 212

The Secretary
Association of County Councils
Associaticn of District Councils
Association of London Authorities
Association of Metropolitan Authorities
London Boroughs Associations 1 June 1988

Dear Sir

STATEMENT BY SECRETARY OF STATE ON 9 MARCH

I wrote to you on 26 April to draw attention to the guidance
given by the Secretary of State on the previous day

basis upon which he would consider applications for

capital allocations for schemes affected by the measures

had announced on 9 March.

)

im0
O

‘MO +~Nn R

announced

repisced

Progranmes Worki

agreed that the n 1 sue checklists
authorities detailing ti inf: i would have
for schemes to be cons 1 il and "in and
respectively. I now Lose imi y versions of
checklists.

"Pipeline" cases

3 Applications for
considered against two

the extent
incurred or
the local au

the extent

increase the stock of
authority s effective ccntr
the security of the authority'’

" ~ SEr inf v =3 Ay
checklist el infermation

) ) SR : - iy g b5
to the first S ria. I v

information rel

~




"In and out" cases

5. The notes for guidance attached to the "in and out" checklist
explain the sorts cof transacticns for which allocations will be
considered and the criteria against which they will be consid-
ered. The checklist is similar to that for "pipeline" cases
except that no information is sought on commitments at 9 March
and additional information is sought at Sections III, V, VI and
VII relating to the different categories of transaction covered
by the "in and out" scheme.

General

both the "pipeline" and "in and out” chemes
csued will be additional to the allocations alresz
988/89. For that reason allccations will only
CORSJGered for schem >s which do not add to net public expenditu
or borrowing.

3
al

7. The checklists necessarily seek information which may in some
cases be commercially sensitive, including information abou
third parties. The Department undertake to treat any such
information in confidence.

subm
checklist

allocation i sought. ! itie which

written to the Department seekin allocations 0
affected by the 9 March measures should now submit a checkli
with a reference to the previous correspondence.

Any enquiries on this letter
telephcne 01-212 7J-,4160.
stalled in this buildi ng on the

13 June telephone enguiries

JSP3D78




IN AND OUT SCHEME - NOTES FOR GUIDANCE

Transacticns covered by the scheme

1. The Secretary of State for the Environment announced on 25 April 1988 that
he would be replacing the existing "back to back" scheme by an "in and out”
scheme under which he would consider issuing additional allocations to help

certain types of asset exchanges or exchanges of assets for works. The schene

vwill cover three types of transaction:

(i) The exchange cf land for land

2. This will cover exchanges of land for land which satisfy the following

conditions:

¥
!

There must be an exchange of unused lend (which may include bui

el - :
the land for nhis cwn purpcses.

(b) The acquisition and disposal of land by the authority

be simultaneous and must take place in the same financial

3. This will cover transactions where the authority is disposing of
operational land and buildings and is replacing them by land and ou;ldirgs
be used imilar purpose (eg replaceme

down housing, nt of office accommodation

facilities). The acquisition will normally » disposal but the two
sheould be matched as closesly as possible. 1€ /nich span more than one
year, however, will not be ruled out as long as they do not involve alloca-

tions being issued in anticipation of receipts to be realised in a later

facilitate private sector investment

previous 'back t act heme. 1t will cover
where the local authority acgquire and contr . i se of an interest 1
land (which may include buildings) in the ne financial year in order to
facilitate investment by the private sector in assets which, when the schez=2

is completed will be ownecd, operated and controlled | the private sectoer.
S | 4




wack to back' scheme in the past has, for instance, been used to help the

assembly of land and its subsequent disposal for private sector development

. IR aodltlon to 'back to back' transactions, consideration will be given in
this category to exchanges of assets which do not meet the criteria at (i) or
(ii) above but which form part of a larger scheme designed to facilitate
private sector investment. In such cases the local authority will have to
demonstrate that the private sector investment could not take place if the
local authority exchange did not proceed. There is no fixed limit on the
relative size of the local authority exchange and the private sector
investment. But Ministers would expect the additional private sector
ificantly tc exceed the value of the land acquired

al authority.

Allocations to be given

6. The tranza

should not lea

Schemes will be considered where there is not a precise.
sllocations will only be given to the extent that they are matched by re

so that there is no net increase in public expenditure or borrowing.

e will be to enable authorities
if the ital receipts being
generated were not rerne D1 ibe porti It is not
possible
rules.
allocati
enable them to incur the re
example, if an exchange of two pieces of
-pvoportion of 30%)
be given. If a lo

dtala

rescribed prx 10 i rearl ange for works worth £500,0CC
pr

(=

in year 1 and )0,000 1 . allocations of £200,000 and £290,000

would be given i ears 2 activel; In all cases, al locations would
nct convey borrowing approval, and t} { ity would have to give an
assurance that it would not at any time use the spending power asscciated with

the receipt for which the additional Yere mpensating.




there is not a precise match between acquisition and disp
amount of extra allocation will be calculated so that, when it is added t
prescribed proportion of the receipt, it allows the authority to incur

prescribed expenditure equal to the lower of the acquisition or disposal

value. For example, if the local authority swapped land worth £1m for land
ati

vorth £800,000, an all ion of £500,000 would be given.

9. The above
- the Secretary of State will consider applications for extra
in all cases he will also consider whether the transactions
increase th alue of assets controlled by the local authori
money on the strength of operational assets. If he considers
ations will n issued. In particular, all
the form of tenure of an interest in

eS

)
(&N
4]
H
(o}

'O

0 -~o

warre

(o
pHe
o
e ]
[ o
v
(o}

purposes

(%)
<
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|
[E]
(D

eyl A
caxen

issuing of such alloc

cr

the Secretary of State for

he may be required to take

the normal

DOCS06LP




APPLICATION FOR ADDITIONAL ALLOCATION ("PIPELINE" CASE)
CHECKLIST FOR

PLEASE SUBMIT THIS RETURN

Any information about third parties will be treated in confidence by the

Department.

NAME OF COUNCIL
SCHEME TITLE =
COUNCIL'S REFERENCE (if any) =

What are the objectives of th




@

(b) Expenditure and commitments by third parties (specify the third

parties)

-

3.

ASSETS ACQUIRED BY THE LOCAL AUTHORITY

Provide the following information for all the assets over which the local
authority will have effective control through an interest in land or other

means during or after the completion of the scheme.

List all assets to be acquired by, and work to be undertaken for, the local

authority. In each case, give details of (a) value; (b) in the case of land

end buildings, the interest to be held by the local authcri*v (for a
J -

Has the local authority hel

five years? If so, give de

Give the value of ‘ )L WO which will not lead to prescribed

expenditure, eg




A. Give the amount of prescribed expenditure that has been or will be incurred

under the scheme in the following years:

1988/89 1989/90 1990/91 and

later years

NB: The total amounts recorded under 'questions III 3 and IIT 4 should equal

the total value recorded at III 1. If it does not, give reasons.

sl

How much of the prescribed expenditure recorded at III 4 above would have

W

been prescribed expenditure regardless of the measures annocunced by the

Secretary of State on 9 March?

1988/83 1989/90 1930/91

OF BY LOCAL AUTHORITY

(a) the value of

{c) the person acquiring the asset.




isposal? Specify the year of

receipt and the relevant prescribed proportion

what capital receipts will be generated by the 4

as laid down in Schedule 1 of
the Local Government (Prescribed Expenditure) (Consclidation and Amnendment)
Regulations 1987, Statutory Instrument 1987 No 2186):

Subject to p.p. of: 1988/89 1989/90 1990/91 and TOTAL £000

later years
20%

30%
100%
TOTAL

PREVIQUS

]

Lo your knowledge & housing association or

1. Has the authority, or
develope

e Ay T . -~ S cedieh =ha Do s - i@ oA S
VM ee e =ONS LY 2. KLs v S el 9 4 aouCUdeT CTNisS sCos=Zs

If so él e

letail including date correspondence and with whon

was conducted.

3 +

ANY OTHER RELEVANT




CERTIFICATION AND UNDERTAKING

e 4

I hereby apply for an additional capital allocation in respect of the

"pipeline” case described above. I certify that to the best of my knowledge,

the details of the scheme given in Secticns I to VI above are correct iy dn
addition, I undertake that, if this application is successful, my authority:-
(a) will not at any time use to justify additional prescribed expenditure
such part of the capital receipts at IV above as are matched by

edditional allocations;

in the event of the scheme not proceeding as cutlined in this
epplication, will inform the Department and be prepared for any

@llocation issued in respect of the scheme to be withdrawn.

© 800000000 s000s0co000s00000e eSS

Chief Financial Officer

Date

Ss B0 s cs s sevsssnna

ted no later than 2¢ y 1988 tc Room NG/04,

Invironment, 2 Marsham Street, London Si 3EB. A copy should al

in the casa of Housing and Other Services




the case of Transport schemes Mr M Coleman Room $9/15, Department of

Transport, 2 Marsham Street, London SWiP 3EB

in the case of Education and Science schemes, Mr C Cartland Rooa 14/9

Elizabeth House, York Road, London SE1 7TPH

in the case of Personal Social Services schemes Mr S Bryan Rocm 503 Friars

House, 157-168 Blackfriars Road, London SE1 8EU.
Telephone queries about this checklist can be nade to:-
01-212 4160/4704/3342 before 10 June

]

6 3042/3043/3083 from 13 June




APPLICATION FOR ADDITIONAL ALLOCATION (”IN AND OUT" CMJE)

CHECELIST FOR SCHEME INVOLVING EXCHANGE QOF LAND OR ASSETS

Please read notes for guidance in association with this checklist
Any information about third parties will be treated in confidence by

Departnent

Please answer sections I to V and IX to XI for all applications

NAME OF COUNCIL
SCHEME TITLE
CUNCIL'S R

DESCPIPTION OF SCHEME

Give a brief description of the scheme

What are the objectives of the scheme?

JUSTIFICATICN FOR APPLICATION

Is the allocaticn being applied for to facilitate

The exchange of land for land s answer
f existing asset If yes, answer

answer




_’ ASSETS ACQUIRED BY THE

Provide the following information for all the assets over which the local

authority will have effective control through an interest in land or cther

means during or after the completion of the scheue.

List all assets to be acquired by, and work to be undertaken for, the local
euthority. In each case, give details of (a) value; (b) in the case of land
and buildings, the interest to be held by the local authority (for a
leasehold interest, indicate whether the consideration is a premium or a rack
rent); (c) from whom the asset is being acquired or who is carrying out the

works; vhen the asset will be acquired or work carried out.

3.

doc383va




B .
h, Give the amounts of prescribed expenditure that has been or will be

- under the scheme in the following years:

1988/89 1989/90 1990/91 and

later years

NB: The total amounts recorded under questions III 3 and III 4 shculd equal

the total value recorded at III 1 If it does not, give reasons.

How much of the prescribed expenditure recorded at III 4 above would have
been p ed expenditure regardless of the measures announced by the

Secr on 9 March?

1989/90 1990/91 and

later years

(c) the person acquiring the asset.




What capital receipts will be generated by the disposal? Specify the year of

receipt and the relevant prescribed proportion (as laid down in Schedule 1 of

the Local Government (Prescribed Expenditure) (Consolidation and Amendnent)

Regulations 1987, Statutory Instrument 1987 No 2186):

Subject to p.p of: 1988/89 1989/90 1990/91 and . £000

later years
20%

30%
100%
TOTAL

PREVIOUS CORRESPONDENCE WITH THE DEPARTMENT

Has the authority, or to your knowledge, a hou
previously correspended with the Departrs

details, including dates of correspondsn

To be answered in the case of LAND FOR LAND TRANSACTIONS
your knowledge, state whether the person to whom the
acquiring 1 his cwn purposes, or is he acting as

this tra




VII To be answered in the case of REPLACEMENT OF EXISTING ASSETS

15 For what purpose will the authority use the assets to be acquired?

4 For what purpose during the past five years has the authority used the

to be disposed of?

VIII To be answ

2 Could the private sector investment take place

at III and IV did

if
-

the transactions described

Could the 3 3 | yjished to, dispose of the assets at IV without

acquiring




{
‘ RAISING CF MONEY

i (P In any financial year, before payments and receipts resulting from the
transactions at 1II and IV are completed, will the local authority have

received morz cash on a cumulative basis than they have paid out ? If yes,

please give details:

ANY OTHER RELEVANT INFORMATION

1location in respe

in the event of t
tion, will inform

issued in respect

Chief Financial Officer

R R e S e




This checklist should be submitted to room N9/04, Department of Environment, 2

-Marsham Street, London SWiP 3EB. A copy should also be sent to:

(a)

in the case of Housing and Other Services Block schemes the relevant DOE

Regional Office

in the case of Transport schemes, Mr M Coleman Room S9/15, Department of

Transport, 2 Marsham Street, London SW1P 23EB

in the case of Education schemes, Mr C Cortland, Room 14/9, Department of

Education and Science, Elizabeth House, York Road, London SE1 7PH

in the case of Personal Social Services schemes, Mr S Bryan DHSS, Roc

Friars House, 157-168 Blackfriars Road, London SE1 8EU

Telephone queries about i 1 be made to:-

01-212

01-276




Y SWYDDFA GYMREIG T skt WELSH OFFICE
G ‘R HOUSE ' W - GWYDYR HOUSE
WHITEHALL LONDON SW1A 2ER peraT g WHITEHALL LONDON SW1A 2ER

Tel 01-270 3000 (Switstwrdd) : Tel. 01-270 3000 (Switchboard)
01-270 0538 (Llinell Union) THE RT HON PETER WALKER MBE MP 01-270 0538 (Direct Line)

Oddi wrth Ysgrifennydd Gwladol Cymru From The Secretary of State for Wales

CONFIDENTIAL

NAPA
()LCC 25 April 1988
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LOCAL AUTHORITY CAPITAL: 9 MARCH REGULATIONS

I have seen Nicholas Ridley's letfer to you of 21 April.

WhilstI have not yet received any applications for special allocations from
Welsh authorities, in principle Nicholas's approach seems to be the right
one. I hope you can agree to it in respect of both Wales and England.

This letter is copied to the Prime Minister, Nicholas Ridley, Kenneth Baker,
Paul Channon, John Moore, John Wakeham, David Waddington and Sir Robin Butler.

The Rt Hon John Major MP
Chief Secretary

HM Treasury

Parliament Street

LONDON

SW1P 3AG




