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1.          Summary/Main Issues

1.1 The Housing Act 2004 introduced a ‘right of first refusal’ giving local authorities (or other social landlords) the first opportunity to ‘buy back’ properties being sold by former tenants who had acquired the property under the Right to Buy (RTB).  The Act came into effect on the 18th January 2005.  

1.2 A report went to the then Social Policy Panel on 23.3.2005.  It was recommended to the Executive Committee that the Council does not pursue a policy of purchasing back ex-council properties that may become available and to investigate the possibility of assigning its right to a Registered Social Landlord (RSL), subject to the content of the final regulations.

1.3 The Housing (Right of First Refusal) (England) Regulations 2005 came into force on 10th August 2005.

1.4 The Panel is asked to consider the recommendations put forward by officers that the Council receives requests for ‘right of first refusal’ but then looks to assign the ‘right’ to RSLs operating in its area and a list is included in Appendix 1.

2.
Financial Implications

2.1
The recommendation to receive requests for ‘right of first refusal’ and to assign the Council’s right to RSLs will not incur any financial implications.  Should the Council wish to purchase a property back because it is advantageous to do so, there is £250,000 per annum allocated from the Council’s Capital Programme which if not otherwise committed, could be used to purchase such properties (including legal costs etc).  There will be additional work for existing staff but it is believed that, based on current levels of requests, current staff resources can absorb these.  

3. Risk Management Issues

3.1       Risk Management – If the Panel concurs with the Officers’ recommendations it is considered that there will be less risk to the Council as the proposal is not to work with one RSL, but offer out the ‘right of first refusal’ to all RSLs currently developing and/or managing properties in the area and this will mean that a selection process will not be needed.  If more than one RSL offers to purchase the property considerations such as whether the RSL manages other properties in the vicinity, whether they are currently a member of the Affordable Housing Development Partnership
 and rent levels will be taken into account.

3.2 The risk has been reduced because this report in Appendix 2 includes a framework under which the Council will look to carry out its administration in relation to the ‘right of first refusal’.  This will mean that deadlines relating to responses for example are less likely to be missed.  Information will also be made available on our website that will help inform both current and future users.  

4.
Consultations

4.1 Consultation will be carried out with RSLs in order that they are aware of the Council’s intentions.  This report was not sent to the Trade Unions for comment, as there are no staffing implications.

5.
Recommendations

	Implications

Tick the appropriate box, to indicate whether there are implications in any of the following areas.
	Yes

(There needs to be an appropriate comment in the report)
	No

(The officer needs to be prepared to answer why not, at the member meeting)

	Legal
	(
	

	Finance
	To be completed by HOFM
	

	Risk management issues
	(
	

	Environmental
	(
	

	Media Interest
	(
	

	Personnel
	(
	

	Staff resources
	(
	

	Consultations
	(
	

	Parish Council informed
	(
	

	Corporate Plan Headline Objectives

List the numbers of any of the 8 objectives that apply
	
	

	Additional documents
Tick appropriate box, and give brief details if Yes
	
	

	Appendices
	(
	

	Background papers
	(
	


6.
Background/Comments etc.
6.1
Under the Housing Act 2004 S188 requires that where a RTB application is made on or after 18th January 2005 a covenant be included in all conveyances to ensure that, during the period of 10 years from the date of purchase that the buyer or any successor in title, who wishes to sell the property must make an offer to the former landlord in the first instance.  

6.2
The covenant will be a local land charge attached to the property as part of the Register of Title and therefore should not be missed by a solicitor when the vendor wishes to sell their property.

6.4
A report was written to the Social Policy Panel on 23rd March 2005 with regard to whether the Council wished to assign this right to an appropriate RSL.  The resolution was that the matter be referred back to the Social Policy Panel for consideration once the final regulations have been received from the Government.

6.5 The Housing (right of First Refusal) (England) Regulations 2005 came into force on 10th August 2005.  This report is the response to the Social Policy Panel’s resolution dated 23rd March 2005.

6.6 Under the legislation the Council can assign its ‘first right of refusal’ to an RSL or similar body.

7.
The Council’s Role 

7.1
Although the Council is still the largest provider of affordable housing in Mid Suffolk, it can no longer build properties itself.  The role of the Council is still as a landlord as it is a stock holding authority it has adopted an enabling/strategic role in its aim to provide additional housing that is affordable to local people.

7.2
The Council takes its role extremely seriously and has robust planning policies that enable 35% of any new development on qualifying schemes to be for affordable housing at no cost to the Council.

7.3
The Council also works with RSLs and supports them in gaining funding from the Housing Corporation that will help meet the needs of local people for affordable housing.  The Council has helped this process by providing free land and funding, from its £250,000 p.a. allocation from the capital programme, on some of the schemes.

7.4       There are instances when the Council may wish to purchase a property back because a piece of land in its ownership is landlocked for example.  

7.5  There is a risk that by offering a property to RSLs may delay a response back from the Council to the owner.  This is a risk as there is a legislative window of 8 weeks from the date of receiving a ‘right of first refusal’ from a customer.  The Council will need to ensure that a strict deadline for responses programmed into this 8-week window is adhered to.

7.6 The Council will be sharing personal information relating to those that wish to sell their homes, previously purchased from the Council, with outside agencies.   Officers will need to be clear that there will be a need to share information between the prospective seller and outside agencies.  The seller will need to confirm that they are happy for this to be carried out.  Advice and guidance will be sought from the officer within the Council that deals with data protection issues.

8.
The Effect of Right to Buy on Affordable Housing Stock

8.1
Since the Housing Act 1980 qualifying tenants of local authorities have been able to purchase council houses under the RTB scheme.  Tenants of housing associations, where qualifying, received the Right to Acquire under the Housing Act 1996.  

8.2
The table below shows the amount of properties that have been purchased by tenants from Mid Suffolk District Council:

	Year
	Applications received
	Number of properties sold

	1977/78
	Records not kept
	1

	1978/79
	Records not kept
	13

	1979/80
	Records not kept
	28

	1980/81
	Records not kept
	114

	1981/82
	Records not kept
	228

	1982/83
	Records not kept
	165

	1983/84
	Records not kept 
	218

	1984/85
	Records not kept
	135

	1985/86
	Records not kept
	108

	1986/87
	Records not kept
	113

	1987/88
	Records not kept
	142

	1988/89
	Records not kept
	176

	1989/90
	Records not kept
	116

	1990/91
	Records not kept
	39

	1991/92
	Records not kept
	53

	1992/93
	Records not kept
	72

	1993/94
	Records not kept
	77

	1994/95
	Records not kept
	94

	1995/96
	Records not kept
	61

	1996/97
	Records not kept
	77

	1997/98
	Records not kept
	58

	1998/99
	Records not kept
	76

	1999/2000
	Records not kept
	98

	2000/01
	Records not kept
	60

	2001/02
	141
	74

	2002/03
	150
	76

	2003/04
	100
	44

	2004/05
	114
	40

	2005/06
	54
	22

	2006/07 (as at Nov. 06)
	36
	11

	Total
	
	2589


8.3
The table above shows that there has been a significant impact on the Council’s housing stock by tenants using their RTB entitlement.  However, the table also shows that there has been a rapid decline in sales over the last few years.  Although tenants receive a discount, the properties are valued at the market rate and the current sale prices, even with a discount, are more than most tenants can afford.

8.4
The average market sale price of a former Council house being processed, during 2005/6 was £132,290.  

9.
Factors that could arise from the Right of First Refusal

9.1
The table above shows that there has been a significant impact on the Council’s stock of affordable housing.  The current level of new affordable housing being procured by RSLs is going to take several years to recoup the losses from the general affordable housing stock in the district. 

9.2
It is likely that looking at past achievements since 2003 up to August 2008 that the additional housing stock being provided through both planning policy and Housing Corporation grant will provide 600 new units, not even half of that lost through RTB.

9.3 Although the Council is working very hard to enable more affordable housing, it is not in a financial position to purchase housing that was once Council owned.  This is because these houses are now very expensive and the Council does not have the capital resources to do so.  Officers also believe that in terms of best value, buying back former Council owned properties is not the best way to add to the affordable housing stock.  It costs less to provide new affordable housing per unit from the public purse than it does to buy back a property that was once Council owned.  The Council therefore supports RSLs in order to gain grant from the Housing Corporation and implements its planning policies to ensure affordable housing is procured through private developers in its efforts to increase the overall supply of affordable housing.

10. How does the ‘Right to First Refusal’ Work?
10.1
Below is an outline of how the ‘right of first refusal’ works:

1. If a former tenant who exercised their RTB on or after 18th January 2005, wishes to sell within five years of buying the property, they will have to repay some or all of the discount as follows:

· During the first year, all of the discount must be repaid;

· During the second year, four fifths must be repaid;

· During the third year, three fifths must be repaid; 

· During the fourth year, two fifths must be repaid;

· During the fifth year, one fifth must be repaid.

The repayment of discount will be a percentage of the market value of the property when it is resold within the first five years of purchase.  After five years the person can sell without having to repay any discount.

10.2
From the information provided in 10.1 it is unlikely that many owners will wish to sell within the first five years of their purchase as there will be the requirement to repay some of the discount.  

10.3
If the former tenant of the Council purchased their property under the RTB scheme on or after 18th January 2005
 and they wish to sell it within 10 years, they have to offer it, at full market value, to either:

· The former landlord (if it still exists or if a ‘right of assignment has been given’)

· To another social landlord (RSL) in the area.

10.4
Once the Council has received a ‘right of first refusal’ it has up to 8 weeks in which to decide whether it, or a nominated RSL, wishes to purchase the property.

10.5
We anticipate that because of the requirement to pay back an element of the discount originally received, it will not be until the lead up to January 2010 that we see a significant increase in those that wish to sell their property.  This will trigger the ‘right of first refusal’, 

11.
Summary

11.1
The Council does not have the capital resources to purchase back housing previously sold under RTB.  There are also additional costs to be taken into account such as survey and legal fees and the additional costs of refurbishment work should the property not meet the Decent Homes Standard.

11.2 The Council does have a strong commitment to increasing the amount of housing that is affordable to its residents that need it.  The Council supports RSLs in obtaining funding from the Housing Corporation and ensures it has and implements robust planning policies to ensure additional affordable housing from private developers.

11.3 If the Council does not wish to purchase a property, it should, within the 8 weeks timescale, offer the opportunity to other RSLs operating in its ownership.

11.4 It is not recommended that the Council assign the ‘right of first refusal’ to one specific RSL (or similar body) or to those that are currently part of the AHDP.  This will ensure that the Council is giving equal opportunities to RSLs managing or developing properties in our area and that a selection process will not need to be undertaken as part of a formal procurement process.  

	   Name
	 Imogen Isern FCIH
	 

	Job Title
	 Senior Housing Officer (Policy and Strategy)
	 

	 
	 
	 

	Background Documents:
	none

	 
	


 







That the Council continues to receive requests from RTB owners who wish to sell under the ‘right of first refusal’.


That the Council, unless it wishes to purchase a property itself, approaches RSLs, all at the same time, to see whether any would be interested in purchasing back the property in question.


The mechanism for carrying this out will be agreed with RSLs and a point of contact for each RSL will be agreed.


That the Council ensures that robust and up-to-date information is provided to all RTB owners who have purchased their property on or since 18th January 2005 and that the relevant information is available on the website. 











� MSDC currently has a partnership agreement with Hastoe, CircleAnglia, Flagship and Orwell housing associations.  This was reviewed in October 2006 and the arrangement will continue until after the next bid round being October 2007 when it will be further reviewed.


� It should be noted that some RTB properties are exempt from the ‘right of first refusal’ because, for example a sale to certain family members.





