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REPORT TO CABINET


16 March 2010
TITLE OF REPORT: Local Authority Mortgage Rate for Mortgages granted Under 



  Housing Act, 1985

REPORT OF:
  Derek Coates, Strategic Director, Finance and ICT
   

Purpose of the Report 

1. The purpose of this report is to make the statutory declaration of the local authority mortgage interest rate for the six months commencing 1 April 2010.  A reduction from the current rate of 6.0% to 5.35% is recommended.


Background 

2. Local authority mortgages are charged interest in accordance with section 438 of the Housing Act 1985.  This must be the higher of: -

a) The National Standard Rate – last declared by the Secretary of State after taking into account rates charged by building societies, which has been maintained at 3.13%.

b) The applicable Local Average Rate – the council’s current loans fund rate plus 0.25%; this being 5.35%

The rate of interest to be charged with effect from 1 April 2010 is 5.35%
Proposal

3. The rate of interest to be charged for Local Authority mortgages should therefore be 5.35% with effect from 1 April 2010.


Recommendations

4.
Cabinet is recommended to endorse the six monthly statutory declaration of interest 
to be charged at 5.35%
 


For the following reason:

· To comply with statutory requirements of the Housing Act 1985.

CONTACT:    Kristina Boardman Extension:  3625
PLAN REF: 281


APPENDIX 1


Policy Context 

1.   The proposal supports priorities as outlined in Gateshead Council’s Sustainable Communities Strategy – Vision 2030 and Corporate Plan and in particular supports the priority to ensure a sustainable Gateshead by ensuring the best use of its resources.


Background

2.
The Council currently has a portfolio of 2 mortgages with a total amount outstanding of £7,017.  Local authorities are required to review their mortgage rate and make a declaration of it every 6 months.  The current rate is 6.0%; calculated in accordance with section 438 of the Housing Act 1985 as the National Standard Rate.  The new rate will be based upon the Council’s loans fund rate as at March 2010, which continues to be the higher of the two rates due to the Standard National Rate being maintained as at 1 April 2009 rate and in light of the current economic situation, the Bank of England’s policy on the base interest rate.

Consultation

3.
There has been no external consultation on this report.


Alternative Options

4.
There are no alternative options as they would be contrary to statutory 
requirements.  

Implications of Recommended Option 

5.
Financial Implications - The Strategic Director, Finance and ICT recommends that the rate of interest to be charged should be 5.35% with effect from 1 April 2010.
6.
Risk Management Implication – There are no additional risks associated with this proposal.
7.
Human Resources Implications   - None
8.
Equality and Diversity Implications - None

9.
Health Implications - None

10.
Crime and Disorder Implications - None
11.
Sustainability Implications - None
12.
Human Rights Implications - None
13.
Area and Ward Implications - None.
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