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Asset Transfer is a term used to describe the process
of the transfer of the ownership (or leasehold) of
property or land from one party to another. Currently,
the term is being used in the context of the transfer
of public sector assets to third parties — including

the voluntary and community sector. Government

is currently encouraging local authorities to review
their buildings and land for opportunities to transfer
these assets to community organisations. They

have the power to dispose of land and buildings at
preferential rates — often under market value - if a
wider community benefit can be realised through the
transfer.

Asset transfer can help to secure community use of
buildings and provide a development opportunity for
local community and voluntary organisations. But,
like any major development, it also carries risks and
groups considering asset transfer need to do a lot of
work before pursuing it.

This overview explores some of the key issues
involved in the transfer of land or buildings to voluntary
and community organisations.
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Introduction

Voluntary and community organisations can use asset
transfer as part of a strategy to secure the long-term
future of their services. Owning land or buildings can
provide the basis on which to borrow money or to
develop new income generating activities.

Asset transfer is a complex process and should not
be entered into lightly. Many of the buildings local
authorities are happy to dispose of — such as old
school buildings - are old, in poor condition, don’t
meet current standards and are expensive to maintain
and run. Such assets can quickly become liabilities

if plans to develop them don’t come off. But there

are success stories in many neighbourhoods across
the UK. Key factors to consider include the cost of
refurbishing the property and whether there will be the
income and the skills-base to manage and develop it.

Before considering asset transfer, an initial feasibility
study should be carried out by suitably qualified
people. This needs to consider:

e the revenue earning potential for the proposed use of
the land or building versus its likely running costs

¢ the impact of any legal restrictions, either already on
the asset or imposed through the funding agreement,
mortgage or transfer or lease agreement

e whether there is potential for capital subsidy to
improve or develop the asset, such as the £30 million
Community Assets Fund

e a structural survey and initial quantity surveyor’s
costings for any works needed

¢ how the proposed transfer contributes to the
organisation’s aims and an assessment of any wider
community benefit

A lot of initial feasibility studies fall short of providing
sufficiently detailed information to base decisions on,
and it is worth doing your homework before appointing
someone to carry one out.

What examples are there of asset

transfer?

Perhaps the best-known example is the transfer

of council housing through large scale transfers to
new landlords. These transfers have tended to be to
existing Housing Associations or to newly established
housing trusts. Generally this has been done to
enable access to finance to carry out large scale
refurbishment.
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What can asset transfer do?

Asset transfer can strengthen your organisation’s
community ties and its ability to raise money. Because
the main focus is likely to be a community based
initiative or sustaining economic regeneration, there
may be access to funding to refurbish the building or
to support staff training and development.

Third Sector Minister, Ed Miliband, has unveiled a

new £30 million Community Assets Fund to enable
voluntary and community organisations to own and
run public assets. It is being managed by the Big
Lottery Fund and can be used to refurbish buildings so
they are appropriate for transfer.

Ed Miliband , Minister for the Third Sector, 2007.

Whether your local council supports asset transfer
depends on its property portfolio, its attitude to the
sector’s role in the community, and the strength of
your organisation’s case. But it is the Government’s
stated policy for councils to make use of under used
or derelict land and buildings, which often carry high
maintenance costs.

What are the benefits?

Owning an asset can provide security on a long-term
basis because you can use it to generate income

or to borrow against, using the building as security.
Securing a local asset for community use may be
highly desirable — once an asset has been lost to
private ownership it is usually lost forever..

What’s in it for councils?

Despite councils being under pressure to sell assets
at market rates to raise funds, they are encouraged by
government to balance this against the added value
achieved by voluntary and community organisations in
local communities.

The Government wants more council assets

transferred — either by lease or sale — to voluntary and
community organisations as part of a drive to improve

financehub



communities and enhance local service delivery.
Transferring assets can be part of local plans to
improve local neighbourhoods and provide resources
in deprived communities.

George Nicholson , Chair of the Development Trusts
Association, 2001.

HM Treasury , 2004.

Government support for asset transfer
It is stated Government policy to dispose of selected
public assets and ministers have unveiled several
initiatives to accelerate this process.

In July 2004 the Government announced an objective
to dispose of £30 billion of public assets by 2010,
with £24 billion of the total to come from the local
government sector.

In December 2006 the Government announced a new
Community Assets Fund, worth around £30 million

in capital grants, to support partnerships between
voluntary and community organisations and local
authorities. This new grant will become operational
later in 2007 .

The Commission on Unclaimed Assets, an
independent body formed to advise on the use of
untapped assets to boost communities, is currently
consulting on proposals on a new fund in the sector.
The proposed fund of £150 million to £200 million over
the next eight to ten years will aim to help 500-650
community organisations acquire assets.

These drives follow a raft of reports on the assets of
local government:
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¢ The Audit Commission published ‘Hot Property:
Getting the best from local authority assets’ in 2000,
which called on councils to review the need to retain
property assets
¢ a Treasury-commissioned report by Sir Michael
Lyons on management of public sector assets
called for greater efficiency savings and disposals, in
working towards the Government’s objective of £30
billion worth of assets disposed of by 2010
Government commissioned guidance by the Royal
Institute of Chartered Surveyors for councils that
urged stronger links between property management
and effective service delivery
a Labour Party Manifesto commitment to boost
community ownership of property assets led to
a multi-departmental report in 2005 called ‘Why
Neighbourhoods Matter’. This identified community
ownership, along with the management of assets, as
one route for improving public services and engaging
citizens more directly in the improvement process
¢ a Government working group chaired by the
Home Office has produced key findings and
recommendations into community management and
ownership of assets. These included urging ministers
to launch a promotional campaign to highlight the
benefits of community management and ownership
of assets, and consider a community Right to Buy
scheme

Communities Taking Control report , ODPM and
Home Office work group, 2006.

What are the risks?

Not all buildings or land are suitable for transfer, and
some may be a drain on resources and generate too
little income. Any one running a public building has to
be confident that they can meet a raft of regulations
covering public health and safety and disabled access.
The income from utilising the building has to be
sufficient to pay for:

¢ staff time to manage and develop the asset

¢ ongoing costs of heat, light, water, insurance,
maintenance, repairs and security
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e putting money aside for future larger scale repairs,
renewals and refurbishment

Asset transfer does not need to be outright. It could
start as a local management arrangement, progress to
a leasehold term, and eventually lead to freehold sale
or transfer.

Local authorities may want to ensure the value of the
asset is retained by the community through insisting
on an ‘asset lock’ in the transfer agreement, which
prevents a future sale to private ownership.

Access for people with disabilities

By law, any building or land intended for public use
must be accessible to disabled people. Under the
Disability Discrimination Act (1995 and 2004) owners
of public buildings must take reasonable steps to
tackle physical features that act as a barrier to disabled
people. In practice this means things like replacing
steps with ramps, widening doorways to allow
wheelchair access, and making signs larger for people
with visual impairment. Multi-story buildings may need
to install lifts, which can be very expensive.

Although all council buildings should already be
compliant, buildings that have been left derelict may
require considerable refurbishment.

The power to transfer

The legal context for asset transfer is contained under
Section 2 of the Local Government Act 2000, whereby
every local authority has the power to undertake
actions it considers are likely to achieve the economic,
social or environmental well-being of the area.

The specific provision for asset transfer is provided
under the Local Government Act 1972, as amended by
the General Disposal of Consent (England) 2003.

Top Tips

¢ is the building or land an asset or a liability? If using
the building or land fails to generate the costs for its
use then the transfer is not viable

e each asset transfer will have its own special
circumstances, so further guidance and professional
advice will always be needed — particularly in relation
to financial and legal requirements

e don’t forget that the transfer should be about
people and not just bricks and mortar. While the
building is likely to require physical improvement and
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redevelopment — the people involved might need
new skills and support to make best use of the asset

¢ look out for local companies or developers that may
have an asset they are willing to transfer as a way of
securing council cooperation or planning consent.
Talk to primary care trusts, regional development
agencies or government offices about assets they
may want to transfer

e restrictions on use will vary according to the
property’s status — whether leasehold or freehold
—as well as on any funding. In some cases there may
be a ‘claw back’ provision — so, if the asset ceases
to be used for community purposes, any funding
released may have to be paid back

¢ do your homework before appointing someone to
carry out a feasibility study.
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Resources & References:

Additional key resources are provided in this
section, most of which are available FREE of charge.
Resources you have to pay for are marked with a £
sign.

Growing Community Assets
http://www.biglotteryfund.org.uk/generic_
downloads?regioncode=-uk&evalres=true&status=doc
&doctype=Programme%20Brochure&docid=14253&d
octitle=Growing%20guidance%20cards%20(PDF)

A downloadable .pdf (145K), in which The Big Lottery
Fund provides a guide to developing assets.

NCVO Guide to using property as an asset
http://www.ncvo-vol.org.uk/?id=2134

The National Council for Voluntary Organisations
provides information on using property as an income
generating or cost saving asset and a short briefing on
asset transfer.

A practical guide on asset transfer £
http://www.dta.org.uk/resources/publications/
candoguide.htm

A practical guide on asset transfer published by the
Development Trusts Association, which comprises
nearly 400 community organisations across the UK.

Managing Your Community Building

- publications order form £
http://www.communitymatters.org.uk/resources/docs/
Publications_list_new.pdf

Downloadable .pdf (521kb) publications order form

for Managing Your Community Building 3rd Edition,

by Peter Hudson, edited by Jacki Reason. This book
from Community Matters is THE authoritative guide on
running a community building.

References:

Community Assets Fund
http://www.cabinetoffice.gov.uk/third_sector/news/
news_stories/070330_big_lottery_fund.asp

The Cabinet Office’s new £30 million fund to enable
voluntary and community organisations to own and
run public assets, which is being managed by the Big
Lottery Fund.
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Hot Property: Getting the best from local

authority assets
http://www.audit-commission.gov.uk/reports/
NATIONAL-REPORT.asp?CategorylD=&ProdID=910C
1FDO-F8D4-486C-8EBD-0C680929E154

Hot property: Getting the best from local authority
assets’ is a report from the Audit Commission, which
was published in 2000.

Lyons public sector assets management
study
http://www.hm-treasury.gov.uk./pre_budget_report/
prebud_pbr04/assoc_docs/prebud_pbr04_lyons.cfm
A HM Treasury-commissioned report by Sir Michael
Lyons on management of public sector assets that
called for greater efficiency savings and disposals in
working towards the Government’s objective of £30
billion worth of assets to be disposed of by 2010.

Asset Management Standards
http://www.rics.org/Property/Propertymanagement/
AssetManagementinLocalAuthorities230305.htm
Government-commissioned guidance by the Royal
Institute of Chartered Surveyors for councils, which
urges stronger links between property management
and effective service delivery.

Why Neighbourhoods Matter
http://www.communities.gov.uk/index.
asp?id=1163148

‘Why Neighbourhoods Matter’ is a multi departmental
report that follows a Labour Party manifesto
commitment to increase community ownership of
property assets.

Community Management and Ownership
of Assets: Final Report from the Work
Group to the Neighbourhoods Project

Board

http://www.communities.gov.uk/index.
asp?id=1164903

Community Management and Ownership of

Assets: Final Report from the Work Group to the
Neighbourhoods Project Board contains key findings
and recommendations into community management
and ownership of assets.

Charity Trends 2006
http://www.cafonline.org/default.aspx?page=12187
Charity Trends 2006 from CAF provides up-to-date
statistics and analysis on the sector drawing on
research into the top 500 fundraising charities.
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This document and all its contents is © Charities Aid
Foundation 2007 in its capacity as the accountable
organisation for the Finance Hub - see the Finance
Hub website (www.financehub.org.uk) for further
information about the Finance Hub and CAF’s role as
its accountable organisation.

Finance Hub

c/o Charities Aid Foundation

St Andrew’s House

18-20 St Andrew Street

London EC4A 3AY

Telephone: 0207 832 3016
Email: financehub@cafonline.org
Website: www.financehub.org.uk
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