
 

 

CABINET 
Community Asset Transfer Appeals Sub Committee 
 

Report in to Lees Community Association’s Community 
Asset Transfer Application for Mellor House. 
 

Report of Economy Place and Skills Executive Director 
 
Portfolio Holder: D Hibbert Cabinet member Housing, Transport, and 
Regeneration 
 
14th March, 2012 
 
Officer Contact:  
James Tolan – Asset Management Ext. 4537 
Anne Fleming – Neighbourhoods Ext. 8172 
 
Purpose of Report 
 
To confirm reasons for rejecting Lees Community Association’s Application for Community 
Asset Transfer of Mellor House, Lees 
 
Executive Summary 
 
This report recommends that Lees Community Association’s Appeal be rejected for 
Community Asset Transfer of Mellor House for reasons summarised below: 
 
 

i. The Group have not produced a sustainable and robust  Business Plan; 
 

ii. The Group have not demonstrated that funds are in place to undertake required 
repairs and refurbishment; 

 
iii. The Group have not demonstrated that it has adequate Business and Marketing Skills 

to generate and sustain the Business Plan; 
 

iv. The Group have not demonstrated that the Asset can be developed as fully 
anticipated. 

 
 
Recommendations 
 
To reject Lees Community Association’s Appeal and uphold original decision to reject their 
Community Asset Transfer Application for Mellor House.  
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Cabinet  
Community Asset Transfer Appeals Sub Committee to be held on 14th March, 
2012 
 
Report in to Lees Community Association’s Community Asset Transfer 
Application for Mellor House. 
 
 
1.0 Background 
 
1.1 Community Asset Transfer Strategy and Criteria.  
 
On 9th March, 2011 Cabinet Approved the Draft Community Asset Transfer Strategy. This 
draft strategy supports local communities to undertake activities for themselves with 
community based provision of services being encouraged. The strategy provides a clear, fair 
and transparent approach with criteria for asset transfer to the occupation of Council owned 
premises by Community Groups. We attach in Appendix 1 this strategy.  
 
Within the Community Asset Strategy (Appendix 5 (ii) b of the Strategy) see Appendix 2 of 
this report sets out the Criteria that are required to be met for a successful Community Asset 
Transfer.   
 
We consider that the Group have failed to meet the required Criteria for Community Asset 
Transfer as set out below: 
 

i. The Group have not produced a sustainable and robust  Business Plan; 
 

ii. The Group have not demonstrated that funds are in place to undertake required 
repairs and refurbishment; 

 
iii. The Group have not demonstrated that it has adequate Business and Marketing Skills 

to generate and sustain the Business Plan; 
 

iv. The Group have not demonstrated that the Asset can be developed as fully 
anticipated. 

 
 
1.2 Summary of Existing Community Asset Transfer Applications across the Borough 
 
Oldham Council fully embraces Community Asset Transfer and we set out below a review of 
all Community Asset Transfer Applications received by the Council since Cabinet Approval to 
this strategy in March, 2011.  
 
From below over the last 12 months we summarise progress with Community Asset Transfer 
Applications: 
 

i. 1 Successful Application completed. 
� Springhead, Lees comprising a 6,000 sq ft Community Hall.  Successful 

Community Asset Transfer completed on 23rd February, 2012 for the 
Community Group to take a 30 year lease from the Council.  
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� This Group produced a robust and sustainable business plan which enabled us 
to support the Asset Transfer. This property is 500m from Mellor House and is 
also in the same Ward of Saddleworth West, and Lees.   

 
� We estimate that if the property was sold rather than Community Asset 

Transferred then the realisable value of circa £100,000 would have been 
achieved to the Council. Instead – the Council progressed the Community 
Asset Transfer to the community rather than realising its sale value. This 
demonstrates our commitment to Community Asset Transfer when a local 
group can provide a sustainable business plan. 

 
ii. 8 Applications currently being progressed.  

� Asset Management and Neighbourhoods are presently engaged in on-going 
discussions with 8 Groups relating to 7 properties with a view to the Groups 
providing sustainable business plans leading to Asset Transfer. 

 
iii. 1 Application Rejected 

� Mellor House – Rejected for reasons set out in this report. 

 
 
1.3  Mellor House, Background 
 

� Building vacated by Age Concern in November, 2010; 
 
� Lees Community Association registered their interest in January, 2011 as part of a 

Community Asset Transfer, and we have been working closely with them since; 
 

� Each month that the building is vacant costs the Council c.£1,000 per month; 
 

� It was agreed with the Portfolio member that we would not look to market the property 
until at least July 2011 to allow Lees Community Group – by then a 6 month period to 
build up a business plan; 

 
� By August – no business plan was produced and the Building was placed on to the 

market; 
 

� OMBC on behalf of LCA and funded through District Partnership at a cost of £1,850 
arranged a building survey of the property; 

 
� Building Survey confirmed c £53,417 of repair works required on the building; 

 
� A first working Draft Business Plan was produced by LCA on 6th October, 2011. A 

meeting was then held with LCA on 20th October to review their proposals. Following 
that meeting LCA were requested to provide a sustainable business plan; 

 
� A Final Business Plan was sent through to the Council by LCA on 16th November, 

2011 (see Appendix 6). This Business Plan showed that in addition to the repair works 
as highlighted in the Unity survey the following was also a cost which required funding 
being Refurbishment Costs of £13,855, legal costs of £3,500, and new kitchen of 
£15,000 = total of £32,355. 

 
� Total Costs required Repair costs from Unity survey of £53,417 + Refurbishment and 

legal costs of £32,355 = Total Overall costs of £85,772 
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� LCA sent to the Chief Executive on 18th November a letter providing a copy of an 
application for listing Mellor House as an Asset of Community Value under the 
Localism Act, 2011, and requesting that a moratorium on any sale of the property. 
Legal Advice received is that the implementation of the Localism Act is at the earliest 
April 2012. Consequently the Council is currently not subject to a Statutory 
requirement to establish a listing for Community Asset Transfer; 

 
� Lees Community Association met with Cllr Jabbar, and Cllr Hibbert in December, 

2011. Both Cllrs. Jabbar and Hibbert confirmed to agree with the Officer’s 
Recommendation and that the LCA Application be rejected; 

 
� The Council confirmed to the LCA that their application was unsuccessful on 19th 

December, 2012.  
 

 
1.4  Reasons as to why Mellor House Community Asset Transfer Application was 

rejected. 
 

� Lack of Funds to carry out necessary repair and refurbishment works; 
 

� Business Plan is weak and not sustainable; 
 

� Lack of Marketing Acumen and Skills to generate and sustain income in order to cover 
outgoings; 

 
� The Group have not demonstrated that the Asset can be developed as fully 

anticipated. 
 
 
1.4.1  Lack of Funds to carry out repair and refurbishment works 
 
1.4.1.1 Repair Works Estimated at £53,417 

The building as evidenced by a Unity Building Survey paid for by DP funding requires 
significant repair costs estimated at c£53,417. LCA have not provided evidence that it 
has the funds to undertake this necessary repair works.  
Within Appendix 3 we attach a copy of the relevant building survey.  

 
1.4.1.2 LCA’s Refurbishment Works Estimated at £32,355 – see attached Appendix 4 
 
1.4.1.3 Total Repair and Refurbishment Costs of 53,417 + Refurbishment and legal costs of 

£32,355 = Total Overall costs of £85,772. We have not seen evidence as to how these 
costs will be funded. 

 
 
Officer Comment: - No Funding Secured for Repairs/Refurbishment 

� We are advised by LCA that an Application to the Heritage Lottery Funding will be 
made to fund these costs. Under 1.4 of the terms and conditions for Heritage Lottery 
Funding advises that funds will not be available where there is a lease which has a 
forfeiture clause in case of the tenant’s insolvency. This is a standard 
Council/Landlord’s lease term and we would not recommend a lease being completed 
if this term was removed from the contract. Source: 
http://www.hlf.org.uk/HowToApply/programmes/Documents/YH_YR_Managingyourgra
nt.pdf 

 
� No other sources of funding have been identified; 
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� The Council are being asked to transfer a building which requires substantial repairs 

of £53,417 repairs from the building survey, and an additional £32,355 of tenant’s 
alterations equating to a total £85,772 without knowing that the tenant has funds to 
complete the required works or a timetable when funds may be made available. We 
consider that this exposes the Council to a risk whereby the property requires repairs 
but is transferred out of the Council’s control to a tenant who has no available funds to 
undertake any repairs or refurbishment; 

 
� Until funds are made available to LCA the property, works procured and completed 

the property cannot be opened and run for the purposes as set out in the Business 
Plan; 

 
� Within LCA’s Business Plan they have allowed a 3 month period to cover outgoings 

for the building being transferred over to them, works being procured and the building 
opened – we consider that this is an unrealistic timetable.  

 
� We are advised that no application has yet been made to secure any funding. 

 
 
1.4.2  Business Plan – Not Sustainable  
 

LCA have estimated that for the 1st year outgoings will be £17,487, and their income 
will be £20,300 pa for the 1st year (Appendix 5).  
We have analysed LCA’s projected income and consider that it is not realistic or 
achievable. 

 
 

Officer Comments: 
1.4.2.1 Large Office Room. LCA Estimate Income at c. £7,000 pa.  

If this is let to a single tenant – then the rent of £7,000 pa for 269 sq ft equates to £26 
per sq ft pa. We understand that the best rent in Lees for this location is c£5 per sqft 
pa exclusive. Oldham Council are responsible for Falcon Business Centre which on a 
fully inclusive basis including rent, rates, and utility charges equates to c £14 psf pa.  
We feel that LCA’s Business Plan estimate of c£26 psf pa is unrealistic and is not 
supported by any comparable transactions.  

 
In the Business Plan it also advises that this figure is based on information from a 
proposed occupant. We have requested details on the occupant but no information 
has been supplied. 

 
If the £7k pa income is based on hiring out the room for £15 per hour there is little 
detail as to how this would be achieved. We would anticipate significant on-going 
marketing to achieve this income for hourly hiring. LCA’s overall marketing budget 
mentions £1,500 for contracts and licences which we consider is insufficient. 

 
 
1.4.2.2 Use of the Kitchen c £7.2k pa  

The use of the Kitchen is an integral part of the business plan accounting to over 35% 
of income, and is effectively an anchor operator for the building and who also will be 
responsible for cleaning. If this operator should fail then it would have significant 
implications for the running of Mellor House. LCA have not advised who the Catering  
operator is and little detail of the Caterer’s Business Plan. 
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1.4.2.3 Small Office £1,000 pa – Possible Use by PCSO 
We consider it unlikely that PCSO or anyone else would pay such an amount for a 90 
sq ft room.  No details have been provided eg Draft Heads of Terms or letters of 
Support to take this room.  

 
1.4.2.4 Large Function Room £5,000 pa  

This estimated income is based on hiring out the function room on a hourly basis to 
Community Events.  

 
1.4.3  Lack of skills to Generate Income to cover running costs 
 
1.4.3.1 Running the Community Centre will require a degree of marketing acumen in ensuring 

income is generated particularly regards to ensuring room hire is maximised to meet 
outgoings. From our own experience in managing our own Business Centre we have 
significant reservations about LCA’s ability to perform this task due to the follow 
reasons: 

i. Insufficient marketing budget in Business Plan to generate interest in the 
building; 

ii. Lack of named interested parties in the Building. Despite registering their 
interest 13 months ago LCA have been unable to provide many details of 
interested parties. We would expect a significant amount of detail regarding 
parties showing interest and it is disappointing that there is a lack of named 
interest; 

iii. Lack of Detail in Caterer’s Business Plan; 
iv. Unrealistic income projections for offices significantly above market levels 

gives a lack of credibility to Business Plan. 
v. We note from LCA’s web site that it has 94 members but 64 members (66%) 

have not paid membership fees this year. We also understand that as annual 
membership is proving difficult to maintain it is moving to life time membership 
for the same fee.  If we estimate that the Group have c 30 members paying £5 
pa equating to £150 pa. This Group will now need to grow their income from c 
£150 pa to c £20,000 pa which will require significant additional marketing 
skills which we do not feel they have so far demonstrated. 

 
 
1.4.4  Property has a realisable commercial value 
 
1.4.4.1 When LCA made the asset Transfer Application in January, 2011 it was agreed that 

we would not place the property on the market for 6 months to enable the Group to 
provide a Business Plan. This would allow the Group to have a clear run at developing 
a Business Plan without the Council having to consider alternative sale offers for the 
property. As no Business Plan was produced within the 6 month’s timescale the 
property was placed onto the market in August, 2011. This has produced a significant 
interest and offers for the property. The Final Business Plan was produced only in 
November, 2011. 

 
We believe that after allowing the Group a clear run of 6 months without marketing for 
sale the property – The Council is now entitled to consider sale bids for the property 
and this should also be a consideration in rejecting the Community Asset Transfer 
Application. i.e.  

� The property has a achievable and realisable sale receipt which should be 
considered; 

� A significant offer was accepted for the property on 9th January, 2012;  
� The proposed purchaser will put the property back into repair, and will use the 

building as a Full Time Day Nursery for local under 4 year olds. 
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2 Current Position 
 
2.1  

i. Property is costing the Council £1,000 per month in on going running costs; 
ii. Lees Community Association registered their interest in the Building in January, 2011; 
iii. Final Business Plan submitted on 16th November, 2011; 
iv. Officers in December, 2011 confirmed to the Group that it did not support the 

Application for reasons set out in this report; 
v. Lees Community Association met with Cllr Jabbar, and Cllr Hibbert in December, 

2011. The respective members confirmed that they supported Officer’s 
recommendation to reject the Community Asset Transfer Application; 

vi. Council provided confirmation of rejection of LCA’s Application on 19th December; 
vii. Council accepted offer for the building for use as a Day Nursery on 9th January, 2012; 

(Now on hold pending Asset Transfer Appeal Decision); 
viii. LCA Appealed Decision on 12th January, 2012. 
 
 
3 Options/Alternatives 
 
3.1 Option 1 – Proceed with Community Asset Transfer.  

This runs the significant risk that should the transfer proceed the Business Plan 
would fail which would impact on the Reputation of both Lees Community 
Association, and Oldham Council, with also loss of the Building’s value, and potential 
additional un-budgeted costs for the Council to meet.  

 
 Option 2 – Reject The Community Asset Transfer Application. 
 
4 Preferred Option 
 
4.1 Recommendation: Option 2 – Reject the Transfer Application 
 
 
5 Consultation 
 
5.1 Colleagues in Legal, Finance, Neighbourhoods, and Property have been consulted. 
 
 
6 Financial Implications  
 
6.1 6.1 The decision not to transfer the asset would not have any additional financial 

impact to the council. 
 
6.2 The property is currently managed and maintained within the Economy, Place and 

Skills – Asset Management revenue budget, and will continue to be managed and 
maintained until such time the asset is transferred or sold.       

(J Kara) 
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7 Legal Services Comments 
 
7.1 ‘The Council's Land and Property Protocols have been observed as have the 

procedural provisions in the Constitution relating to Community Asset Transfers’. 
Rebecca Coldicott – Legal Services 

 
 
8 Human Resources Comments 
 
8.1 Not Applicable 
 
9 Risk Assessments 
 
9.1 Not Applicable 
 
10 IT Implications 
 
10.1 Not Applicable 
 
11 Property Implications 
 
11.1 Property comments are contained in this report. 
 
12 Procurement Implications 
 
12.1 Not Applicable 
 
 
13 Environmental and Health & Safety Implications 
 
13.1 Should the Group not have sufficient funds to operate the building then potentially 

there could be Health and Safety Implications. 
 
 
14 Equality, community cohesion and crime implications 
 
14.1 None 

 
[These must be included in every report.  If there are no implications, state ‘none’.] 

 [We need to ensure that we are providing fair and equitable services to all our 
customers.  Equally, we need to ensure that the cohesion or crime implications of all 
recommendations are fully considered. 

 In considering the implications, some questions to consider are whether the 
recommendations: 

• Have a particular impact on any of the equality groups identified by 
Government.  These are: age, disability, gender reassignment, marriage or civil 
partnership, race, religion or belief, sex, socio-economic status (i.e. potential impact 
on poverty), sexual orientation? 

• Will impact on race and community relations / community tensions? 

• Will impact on opportunities for people of different ages and backgrounds to 
interact with each other? 

• Will impact on crime and/or fear of crime?] 
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15 Equality Impact Assessment Completed? 
 
15.1  No  
 
16 Key Decision 
 
16.1 No  
 
17 Forward Plan Reference 
 
17.1 Not Applicable 
 
18 Background Papers 
 
18.1 The following is a list of background papers on which this report is based in 

accordance with the requirements of Section 100(1) of the Local Government Act 
1972.  It does not include documents which would disclose exempt or confidential 
information as defined by the Act : 

 
 File Ref : Mellor House 
 Name of File : Mellor House 
 Records held in Asset Management Department, EPS, Civic Centre, Oldham 
 Officer Name : James Tolan 
 Contact No : 0161 770 4537 
 
 
19 Appendices  
 
Schedule 1 – Community Asset Transfer Strategy 
 
Schedule 2 – Criteria to Be Considered for Community Asset Transfer 
 
Schedule 3 – Building Survey undertaken by Unity Partnership  
 
Schedule 4 – Extract from LCA Final Business Plan confirming Refurbishment and Repair 
Costs 
 
Schedule 5 Extract from LCA Final Business Plan confirming estimate of their outgoings and 
estimated income 
 
Schedule 6 – Final Business Plan submitted by LCA on 16th November, 2011 

 
 
 


