
1

ITEM NO.

REPORT OF THE STRATEGIC DIRECTOR PLACE  

TO THE PROPERTY AND REGENERATION BRIEFING
ON 27th JUNE 2019

TITLE: LAND AT ST STEPHEN STREET, SALFORD

RECOMMENDATION:
 
That the City Mayor:-

1. Notes the intention to continue with the disposal of residential development land 
on a leasehold basis as per the report of 11th December 2017

2. Is recommended to instruct Urban Vision to progress detailed negotiations with 
the developer to give effect to the changes to the proposed transaction on the 
principle terms detailed within the report allowing the disposal of the Land at St 
Stephen Street, Salford to proceed.

3. Authorises the Shared Legal Service to negotiate, agree and complete the 
necessary documentation and the taking of all steps which are expedient to 
give effect to the above recommendations.

EXECUTIVE SUMMARY:

In a report presented to the Property and Regeneration briefing on the 11th December  
2017 the City Mayor endorsed the recommendations in that report that the City 
Council continue to dispose of residential development land on a leasehold basis.

Legislation has yet to be enacted providing clarity and until this is the case it remains 
difficult to predict the effect of leasehold reform on leasehold residential properties.

Whilst nearing completion of the disposal agreement for the subject site at St Stephen 
Street, Salford on principal terms agreed in 2017 the developer has now stated that, 
due to the fact that the freehold interest is not being disposed of, the following 
difficulties have arisen:

(a) their development scheme is not marketable, 

(b) getting finance to develop it is difficult, and 
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(c) purchasers of the completed units will not be granted the freehold interest of the 
property. 

The developer further states that, in any event, they would not go ahead with bringing 
the site forward if the current terms of the disposal do not change. 

In order to overcome these difficulties, an agreement in principle has been made with 
the developer. Approval is now sought to continue with the disposal of the subject land 
to the developer on a leasehold basis but subject to some variations including the 
subsequent disposal of the City Council’s freehold interest to individual homeowners in 
line with the terms set out in this report. 

Should legislation be enacted a further report will be submitted detailing the City 
Council’s position. 

The remainder of the recommendations as per the City Mayor report dated 11th 
December 2017 still stand.

BACKGROUND DOCUMENTS:   

KEY DECISION: No

1.0     Background

1.1 In a report presented to the Property and Regeneration briefing on the 11th 
December 2017 the City Mayor endorsed the recommendations in that report 
that the City Council continue to dispose of residential development land on a 
leasehold basis. 

1.2 Legislation has yet to be enacted providing clarity and until this is the case it 
remains difficult to predict the effect of leasehold reform on leasehold residential 
properties.

1.3 The latest report from Central Government as shown in Annex 1 (Leasehold 
Reform – Twelfth Report of 2017-19) states on Page 76 Paragraph 4 that sales 
of houses on a leasehold basis should cease and that urgent action by Central 
Government be taken to enable those leaseholders in houses to be given the 
right to enfranchise under appropriate low cost arrangements. 

1.4 Even though legislation has not yet been implemented the government, the 
general public and also the media have pressured developers to act on the 
latest report. 

1.5 Generally, developers have implemented a number of new policies, including 
selling the freehold interest (where available) to individual purchasers of new 
build homes and some of the larger developers, where onerous leasehold 
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clauses have already been granted, have signed up to a pledge to amend these 
clauses in line with the criteria.

1.6 Whilst nearing completion of the disposal agreement for the subject site at St 
Stephen Street on principal terms agreed on the 6th January 2017 the developer 
has now stated that, due to the fact that the freehold interest is not being 
disposed of, the following difficulties have arisen:

(a) their development scheme is not marketable, 

(b) getting finance to develop it is difficult, and 

(c) purchasers of the completed units will not be granted the freehold interest of 
the property. 

1.7 The developer further states that, in any event, they would not go ahead with 
bringing the site forward, if the current terms of the disposal do not change.

1.8 The deal in place is currently very good in terms of the premium the City 
Council would receive for the site.

1.9 The Council has previously relied upon the Leasehold Reform Act which allows 
individual purchasers to acquire the freehold if they meet the criteria as set out 
in the Act. This however does not address the current thinking within the 
Leasehold Reform report or the difficulties the developer has expressed in the 
above scenario.

2.0 Proposed Amendments

2.1 Working with the developer and the Shared Legal Service the following solution 
has been provisionally agreed and is recommended for approval:

2.1.1 The disposal of the land continues on a leasehold basis thus enabling the 
developer to carry out their development and which also gives the City Council 
some degree of control over the delivery / completion of the development.

2.1.2 If prior to a sale of a completed unit legislation is enacted requiring the 
transfer of the freehold or there is a change to the UK Finance Mortgage 
Lenders Handbook (formerly the Council of Mortgage Lenders Handbook) 
which prohibits the sale of a completed unit by way of a long leasehold interest 
then the City Council will transfer their freehold interest in that plot to the 
individual purchaser and simultaneously the developer will assign the residue of 
their leasehold in the plot. The likelihood of the UK Finance Mortgage Lenders 
Handbook and legislation diverging is remote.

2.1.3 Both the City Council and the developer will transfer their respective 
reversionary interests to the individual purchaser for premium of £1. Costs in 
relation to professional fees for the above will be charged but these will be 
stated in the relevant documentation.
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2.1.4 Should legislation not have been enacted at the time of any sale of a 
completed unit then provisions shall be included in the relevant documentation 
which will form a binding agreement and which will oblige the developer and 
City Council to transfer their respective reversionary interests to the individual 
plot purchaser for a premium of £1 if :-

(a) legislation is enacted preventing an onward sale or any change to the UK 
Finance Mortgage Lenders Handbook which prevents onward sale;  or

 
(b) the individual purchaser has owned and occupied the dwelling for a 

minimum of 2 years from the date of completing the purchase

whichever is earlier. 

Again costs in relation to professional fees for the above will be charged but 
these will be stated in the relevant documentation.

2.2 By stating the costs and process for acquiring the freehold and head leasehold 
interests additional comfort will be given to individual purchasers as well as 
funders (e.g. banks and building societies) that the Council is aligned to the 
current Government thinking on Leasehold Reform. 

2.3 This proposal also gives comfort to the City Council in regard to the delivery of 
the development and the terms and conditions on which the developer disposes 
of the completed units. 

2.4 This solution is only meant to be an interim basis until Legislation has been 
enacted and at which point a further report will be submitted detailing the City 
Council’s position.

3.0 Conclusion

3.1 Approval is now sought to continue with the disposal of the subject land on a 
leasehold basis with the variation that the City Council will dispose of its 
freehold interest to individual purchasers/ home owners, and the developer will 
simultaneously dispose of its leasehold interest to the purchaser/homeowner, in 
line with the terms set out in the report. 

3.2 Notwithstanding the issues raised in regard to this site, the City Council should 
continue to dispose of residential development land on a leasehold basis as per 
the City Mayor report dated the 11th December 2017. However, should these, or 
similar, issues be encountered in respect of other residential development sites 
disposed of by the City Council, a further report will be submitted to the City 
Mayor outlining options available in the circumstances.

3.3 Other than the changes described in paragraph 2.1 above, allowing the disposal 
of land at St Stephen Street to proceed, all other terms and conditions remain 
shall remain unchanged.
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KEY COUNCIL POLICIES:  

 Great Eight Priorities: Housing

 Great Eight Priorities: Economic Development

 2025 Salford = A Modern Global City

 Regeneration

EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS:

There are no equality impact issues arising and directly as a consequence of this 
report.

ASSESSMENT OF RISK:  Low.

LEGAL COMMENTS: Supplied by:   David Green – Head of Regeneration, Shared 
Legal Service

There are no legal comments in regard to this report but the Shared Legal Service will 
provide advice in regard to the matters/issues mentioned in this report and upon 
receipt of instructions.

FINANCIAL IMPLICATIONS Supplied by:   Alex Archer, Finance Manager, 778 0498
There are no financial implications associated with this report.

PROCUREMENT IMPLICATIONS:
There are no procurement implications relating to the terms of this lease.

HR IMPLICATIONS:
There are no HR implications arising from this proposal.

OTHER DIRECTORATES CONSULTED:  None

CONTACT OFFICER: Bhav Chauhan TEL NO: 779 6101

WARDS TO WHICH REPORT RELATES: Irwell Riverside


