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REPORT OF THE HEAD OF HOUSING SERVICES

To the Lead Member for Housing Services

On:
16th December 2004

TITLE: Amendment of the City of Salford Private Sector Housing Renewal Policy 2003 in relation to Relocation Assistance, and Rehousing of Residents in Broughton following Confirmation of Compulsory Purchase Orders

RECOMMENDATIONS:

1. That lead Member amends the City of Salford Private Sector Housing Renewal Policy 2003 by approving a the use of Equity Release Loans and Temporary Decanting of residents, and amending the provisions relating to Relocation Grants;

2. That Lead Member gives approval to use this immediately to facilitate rehousing any remaining owner-occupiers in confirmed CPO areas that are eligible to receive assistance;

3. That Lead Member gives approval to start the process to take possession of the remaining properties within the confirmed CPO areas by starting the General Vesting Declaration process; and

4. That Lead Member gives approval to carry out small scale improvements necessary to any properties which may be required for temporary decants from the Bottom Streets area in Higher Broughton.

EXECUTIVE SUMMARY:


Compulsory Purchase Orders (CPOs) have recently been confirmed in two areas of Broughton, the Bottom Streets area and Earl/Kempster Street.  Both of these areas are within areas that are subject to large-scale radical regeneration proposals, and it is imperative that the remaining residents within the CPO areas can be relocated as soon as possible.

In order to facilitate this process there is a need to assist the affected home owners to purchase another property in order to remain in home ownership.  At the present time the Council has relatively limited powers to assist these residents using the provisions within the current Private Sector Renewal Assistance Policy, and these provisions are not sufficient to bridge the affordability gap that exists between the value of the property that is to be acquired, and an alternative property.

It is necessary to amend this policy to make changes to the section on Relocation Grants and to introduce a new form of assistance in the form of Equity Release Loans in order to bridge the affordability gap that exists between the value of the property that is being acquired and the cost of a replacement property.

BACKGROUND DOCUMENTS:
Private Sector Renewal Policy, legal advice from Counsel, Regulatory Reform (Housing Assistance) (England and Wales) Order 2002, draft Relocation Assistance Policy

ASSESSMENT OF RISK:
It is imperative that the Council commences the process of taking possession of the properties within the confirmed CPO area in Higher Broughton, as failure to do so will result in a delay to the redevelopment of the area.  This may affect the date by which the partnership can complete the construction of the first phase of new dwellings, potentially causing a loss in financial terms.

The Council will require those residents receiving assistance to agree to legally binding conditions as part of the application process.  When the property is sold or transferred the Council will recover the loan amount that has been given to purchase the property.

The Council will only receive a lesser return on the amount of the capital loan if property values decrease.  The Housing Market Renewal Path finder programme is being delivered in order to try to ensure that the housing markets in these areas is sustainable so that property prices increase and the market operates effectively.

The overall assessment of risk in approving the recommendations in this report is low.

THE SOURCE OF FUNDING IS:

HMRF capital funding, in line with the approved capital programme.  Provision has been made in the Supporting Home Ownership intervention theme for this assistance.

LEGAL ADVICE OBTAINED:
Yes – 

FINANCIAL ADVICE OBTAINED:
Yes – Nigel Dickens

CONTACT OFFICER:
Siobhan McCoy

Programme Manager (Housing Market Renewal)

603 4211

E-mail:  siobhan.mccoy@salford.gov.uk

WARD(S) TO WHICH REPORT RELATES:
All

KEY COUNCIL POLICIES:
Housing Strategy, Central Salford Housing Plan, Private Sector Housing Policy

DETAILS:


Background

Compulsory Purchase Orders (CPOs) have recently been confirmed in respect of the ‘Bottom Streets’ area in Higher Broughton and Earl/Kempster Street in Lower Broughton.  Both of these areas are within areas that are subject to large-scale radical regeneration proposals, and it is imperative that the remaining residents can be relocated as soon as possible.  In the Bottom Streets area the Council has a legal agreement with the developer that requires the Council to take all reasonable endeavours to provide land for redevelopment, and pressure is now being brought to bear by the developer to have the residents displaced.  Equally the residents are applying pressure through various means, including their local elected members and the press.

The Council needs to start the formal process that is necessary in order to take possession of the properties, but it is recognised that there is a need to offer these residents assistance to relocate to another property.

The properties that are subject to the CPOs suffer from low market demand and as such their market values are low; £15k in one instance.  There is therefore a considerable affordability gap to be bridged in the cost of acquiring another similar property in the locality that is not subject to redevelopment proposals.

At present the Council has relatively limited scope for assisting these residents through Relocation Grants (using the provisions contained within the Housing Grants, Construction and Regeneration Act 1996 (The 1996 Act) as specified in the Council’s Private Sector Housing Renewal Policy written to comply with the requirements of the Regulatory Reform Order on Housing Assistance) and the current Home Swops (using the model agreed in the Secretary of State’s consent to the Council).

A wider review of the Private Sector Housing Renewal Policy is underway, but the timescale for completing this detailed review is too late to assist these residents.  It is necessary for the Council to amend the current policy immediately in respect of relocation assistance in order to help these residents purchase an alternative property and remain in home ownership, one of the operational objectives of the HMR programme.

Proposals

It is proposed that the current Private Sector Housing Renewal Assistance Policy be amended in order to change the provisions relating to Relocation Grants, and to introduce a new form of assistance, Equity Share Loans, in order to allow home owners affected by clearance to purchase an equivalent property in the Central Salford area.  The revised policy will also allow the Council to decant owners into temporary accommodation in order that the demolition work can proceed whilst they secure the purchase of an alternative property with relocation assistance, where it is deemed appropriate to do so.

Relocation Grant

The Relocation Grant will be increased from a maximum £20,000 to £25,000 in order to reflect the increase in property values outside areas that are to be demolished.  In addition, the test of resources is to be removed as it has been demonstrated that this results in limited take-up of the grant.  However, the conditions relating to the grants have been amended to try to ensure that speculative purchasers are not able to demand assistance from the Council.  The conditions relating to repayment of the grant will be altered from the current full repayment if the applicant sells the property within five years, to a reducing repayment over a ten year period.  This amendment is proposed in order to ensure that the housing market is not unduly restricted by requiring a full repayment if the applicant sells the property, but also giving them an incentive to remain in their new property in order to contribute to the sustainability of the area.  After the grant condition period expires the resident would be free of any repayment obligation to the Council and would no longer have grant conditions registered against the property.

Equity Release Loan

This is a new form of assistance that the Council may award where the cost of a replacement property exceeds the sum of the value of the statutory compensation payable in respect of the dwelling to be acquired together with the Relocation Grant.  An equity release loan may be awarded to bridge the remaining affordability gap in order to unlock the additional equity that the applicant will gain.  The loan will attract simple interest at 1.5% above base rate fixed at the time the application for assistance is approved.  The applicant will not be required to make repayments throughout the life of the loan as it will be rolled up until the loan is repayable upon sale of the property, thereby ensuring that their monthly housing costs do not increase.  The policy has been drafted to ensure that the applicant’s original statutory compensation is protected if the property market should decline.  In such cases the amount of loan that is repayable to the Council would reduce in line with the decrease in value of the property.  Officers of the Council will make a determination, based on all the facts relating to an application, as to the maximum level of loan assistance to be awarded on a case by case basis.  This form of assistance will allow the applicant to benefit from any increase in the market value of the property in an equitable way.

Temporary Decants

It may sometimes be necessary for the Council to take possession of the properties in a confirmed CPO area in advance of the owner being able to secure the purchase of an alternative home, for example where there are contractual requirements relating to the deadline for providing a cleared site, or where an owner wishes to purchase a new build property which is to be developed on the cleared site.  In such cases where the Council deems it appropriate, the applicant may be offered temporary accommodation in Council owned property.  Such an offer will be subject to conditions relating to the timescale for purchase of a replacement property, and to conditions relating to the occupancy of the property.  However, by moving into temporary accommodation provided by the Council, the applicant will not lose their entitlement to relocation assistance, as they would normally do if they moved out of the property being acquired in advance of purchasing an alternative property.

General Provisions Relating to Relocation Assistance

In all cases, officers of the Council will approve the property that the applicant is intending to purchase to ensure that it is broadly ‘like for like’ in terms of property type, number of bedrooms and overall amenity etc., and also that it is reasonably suitable for the applicants housing needs.

The Council will also require the resident to purchase another property within the Central Salford HMRF area.

The applicant will have to satisfy the prior qualification criteria and demonstrate that they have owned and lived in the property for a period of one year prior to the making of the CPO (or equivalent), and until the date on which the Council acquires the property.

Requirements for Amending the Private Sector Housing Renewal Policy

The City of Salford Private Sector Housing Renewal Assistance Policy 2003 was approved by the Cabinet on 9th July 2003.  In approving the adoption of the policy, members delegated the authority to approve appropriate amendments of the policy, including the introduction of new forms of assistance, to the Lead Member for Housing, subject to appropriate scrutiny and consultation.

A presentation of the proposed amendments was made to the Environmental, Housing and Planning Scrutiny Committee on 15th November.  Officers have also carried out detailed consultation with residents who are affected by current clearance programmes, and also proposed future clearance schemes, and it has been demonstrated that there is a need to amend the provisions relating to relocation assistance contained within the current policy.

Joint Working with Manchester

Salford City Council are required to work closely with Manchester City Council on the Private Sector Housing Renewal Assistance Policy, and this is monitored by the Office of the Deputy Prime Minister and the Audit Commission as part of the ongoing monitoring of the pathfinder programme.

The amendments to the relocation assistance have been drafted to closely align with Manchester’s current policy, and the main framework for the assistance reflects the assistance that residents in Manchester can obtain.  However, local consideration has been given to certain aspects of the conditions of the assistance, and these have been reflected in the proposed amendments.

Officers from both Councils are continuing to work together to develop additional forms of assistance and new policy tools which will be introduced in due course.

General Vesting Declaration

It is necessary to start the process required in order for the Council to take possession of the properties that are within the confirmed CPO areas.  It is proposed that officers will enter into negotiations with the remaining owner-occupiers following the approval of the amended Relocation Assistance and will work with them to assist them to find a suitable alternative property where they wish to do so.  However, it will also be necessary to start the General Vesting process in order that if the resident does not wish to pursue the option of relocation assistance, or is not proceeding with making an application, the Council are able to take possession of the property after a certain date.  This process has already commenced with regard to the remainder of the properties in the CPO.

Temporary Decanting of Bottom Streets Residents

If an owner-occupier wishes to make an application for Relocation Assistance, but is not able to complete this process within a reasonable timescale to be determined by the Council, the Council will make arrangements to decant them into an alternative property that is already in the possession of the Council in the locality so that the process of clearing the site can proceed in order to meet the requirements for redevelopment of the site.

The owner will be required to give up possession of the property if they do not proceed with the purchase of the alternative property as agreed at the time of the decant.

Alternative Options

If the amended Relocation Assistance is not approved, the remaining owner-occupiers may be unable to purchase a replacement property with their statutory compensation and potential means tested relocation grant available under the current policy.  This will require the Council to start eviction proceedings in the knowledge that these residents will be unable to secure suitable alternative accommodation.  In addition, it may lead to a requirement for rehousing by the Council, leading to further demand on the already limited supply of public sector stock in the area.

Bob Osbourne

Head of Housing

Relocation Assistance

This replaces the Relocation Grants part of Section 9 (Relocation Assistance) of the City of Salford Private Sector Housing Renewal Policy 2003.  The Homeswap part of Section 9 is retained.

This section will come into force with effect from 1st December 2004, on which date the previous Relocation Grant provision will be withdrawn.  Any applications for Relocation Grant that are received after this date will be considered under this revised policy.

Assistance may be available in the following forms:

· Relocation Grant

· Equity Release Loan

· Temporary Decant

General Provisions

Salford City Council will make a determination at the point at which it is determined that any privately owned properties should be demolished or acquired by agreement in advance of making a Compulsory Purchase Order (CPO), or following the confirmation of a CPO, whether it is appropriate to make one or more of the forms of Relocation Assistance available to owner-occupiers who will be affected.

In making such a resolution, the Council will be satisfied that, in general, it would not be possible for those residents affected by the proposed Clearance Area to afford to buy another home in their local area without the aid of Relocation Assistance.

General Conditions For Assistance

Applications for assistance can be made on the following basis:

The applicant must be an owner-occupier, and therefore must be a freeholder or leaseholder with at least five years of the lease remaining, and the dwelling must be his only or main residence.

In the case of joint applications where one of the applicants is under 18 years of age, he or she will be disregarded.

Any person who wishes to make an application must be able to understand the implication of the application, and their responsibilities thereunder.

In all cases of a breach of the conditions of assistance, where the Council demands repayment where interest is payable, the interest will be payable together with compound interest calculated at a reasonable rate determined by the Authority and with yearly rests.  The interest will be calculated from the certified date until the date of repayment.

Any application for financial assistance will be considered by the Council, and regard will be had to government guidelines concerning the most satisfactory course of action relating to any dwelling.  If the guidance indicates that a certain type of assistance should not be made available after consideration of all the relevant factors, the decision of the Council will reflect this.

If an applicant disagrees with any decision that is made, they are entitled to make a complaint through the Council’s formal complaints procedure.

The application must be accompanied by an agreement from each owner of the dwelling giving authorisation to the assistance being given, together with a certificate confirming that the necessary owner’s interest has been obtained.  The Council will consult Land Registry records to confirm that the applicant has the necessary owner’s interest.

The application process will require the applicant to complete a declaration that they understand and agree to any obligations that they are placing themselves under.  In addition, any other owner of the property will be required to complete a declaration that they give their consent to the works, and that they understand the implications of giving such a consent.

Any application for assistance to move must be in writing and will specify the qualifying dwelling to which it relates, together with various particulars.  The qualifying dwelling means the property that the applicant is proposing to move to.

The Council will only make assistance to move available in respect of a dwelling that is deemed to be equivalent to the property that is being acquired in terms of property type and size, and is reasonably suitable, having regard to the housing needs of the applicant or member of his family who intends to live in the dwelling, and any other person who might reasonably be expected to reside with the applicant or that member of his family.

Applications will only be considered in respect of a qualifying dwelling which is located within the Central Salford Housing Market Renewal Area Development Framework area.

The Council must approve the choice of dwelling before any application for assistance can be approved.

The application must be accompanied by the following declarations:

· That the applicant proposes to acquire an owner’s interest in the qualifying dwelling to which the application relates; and

· that he intends to live in that dwelling as his only or main residence through out the grant condition period.

It is a condition of the grant that throughout the condition period the dwelling is occupied in accordance with the intention stated in the certificate.

It is also a condition of the assistance that if at any time when that condition is in force the Council serve notice on the owner of the dwelling requiring him to do so, he shall within the period of 21 days beginning with the date on which the notice was served furnish to the Council a statement showing how the condition is being fulfilled.

In determining the amount of assistance that is to be paid, the Council will take advice on the reasonable market value of the dwelling.  If this is a smaller amount than the applicant is paying in respect of the acquisition of the qualifying dwelling, this figure shall be used in determining the amount payable.

Applicants may be required to seek independent financial advice as a condition of application for assistance, and the reasonable cost of obtaining such advice will be included in the assistance in the fees and charges which are necessarily incurred or as a cost to be reimbursed as a disturbance claim.

A condition will be a land charge and will be binding on any owner of the dwelling.

In the event of a breach of a condition, the owner for the time being of the dwelling shall on demand repay to the Council the amount of assistance, together with compound interest on that amount as from the certified date.  The Council may determine not to make such a demand or to demand a lesser amount if a breach of this condition occurs.

It is a condition of Relocation Assistance that, if an owner of the qualifying dwelling makes a relevant disposal (other than an exempt disposal) of the dwelling within the grant condition period, they shall repay to the Council on demand the amount of the assistance.

This condition is binding on any person who is for the time being an owner of the qualifying dwelling.

In the event of a breach of a condition under this section, the owner for the time being of the dwelling shall on demand repay to the Council the amount of the grant, together with compound interest on that amount as from the beginning of the grant condition period.

The amount of any assistance to move will not exceed the difference between the cost of acquiring the qualifying dwelling to which the application relates, and the amount that is to be paid by the local authority in respect of the acquisition of the applicants interest in the original dwelling.

As each qualifying person is entitled to make an application for a Relocation Grant, the total amount of such grants payable in respect of applications from persons displaced from a single dwelling will not exceed £25,000.  The Council will determine the amount to be paid to each applicant, taking into account factors such as the size of qualifying dwelling that is required and the difference in costs between the original dwelling and the qualifying dwelling.

Applicants will also be required to agree to invest all of their market value compensation and home loss payment into their new home as a condition of making an application for relocation assistance.

The application process will require applicants to sign an agreement allowing their clearance compensation, home loss payment and amount of assistance to be paid directly to their solicitor or licensed conveyancer.  This is to ensure that any assistance paid out will only be released on completion of the acquisition of the qualifying dwelling.  A land charge will be registered against the property.

If the total amount of these sums plus the amount of relocation assistance payable exceeds the cost of the qualifying property, the amount of relocation assistance payable will be reduced accordingly.

Prior Qualifying Period

In order to be eligible for relocation assistance, the applicant must be able to satisfy the Council that they have met the conditions of the prior qualifying period which are:

That the ownership condition was satisfied throughout the qualifying period; and

that the applicant has lived in the dwelling as their only or main residence throughout that period.

In the case of a joint application, the conditions will be deemed to be satisfied if they are met by either applicant.

The qualifying period ends on the date on which the Council acquires the property, and commences one year prior to one of the following:

· the date of declaration of the Clearance Area; or

· the date of the making of the Compulsory Purchase Order, or

· the date of adoption of a master plan, Supplementary Planning Guidance document or similar, which sets out that the dwelling is recommended to be demolished;

whichever is the sooner.

The acquisition date in this respect means the date of the notice to treat under section 5 of the Compulsory Purchase Act 1965, or the general vesting declaration under section 4 of the Compulsory Purchase (Vesting Declarations) Act 1981, or the agreement between the Council and the applicant.

Relocation Grant

Relocation Grant may be paid up to a maximum of £25,000 where it can be demonstrated that it is necessary in order to bridge the affordability gap that exists between the value of the property being acquired, including home loss payment, and the cost of the replacement, or qualifying, dwelling.

The grant element will be non-means tested, and no interest is payable unless the conditions of the assistance are breached.

The conditions relating specifically to the Relocation Grant as to repayment on disposal and occupation have effect from the certified date until the end of the grant condition period.   The grant condition period lasts for a period of ten years and the certified date is the date on which the applicant took ownership of the qualifying dwelling.

Where the applicant makes a relevant disposal, the amount of grant repayable will be reduced by one tenth for every complete twelve-month period that has passed since the certified date to the date of disposal, until a period of ten years has passed.

Equity Release Loan

Where the amount of the statutory compensation plus Relocation Grant is not sufficient to bridge the affordability gap that exists between the value of the property to be acquired and the qualifying dwelling, a loan may be made available to unlock the additional equity that will be acquired through the acquisition of the qualifying dwelling.

The Council will determine the maximum amount of loan assistance that will be made available in respect of each application, taking into account all the relevant factors.

The loan will be awarded as a sum that remains payable until death of the applicant or the onward sale of the property.  The loan will incur a simple interest charge, at a rate of 1.5% above base rate, fixed at the date of approval of the application.  Repayments will not be required throughout the life of the loan, and will be rolled up until the point at which the loan becomes repayable.

The loan will become repayable when the property is sold.  Alternatively, the applicant may request in writing that they repay the loan at any point of their choosing in advance of a sale.  Any such request will be considered by the Council.

Repayment of the loan element is calculated as follows: -

· R = L + I where I <(V-H) x (L/H)

[This is the situation in a healthy housing market where the proportionate increase in value exceeds the interest that would be due on the principal amount of the loan].

· R = V x (L/H) where I > (V – H) x (L/H)

[This is the situation in a depressed but still rising housing market where the rise in value does not keep pace with the interest due].

· R = L where V = H

[This is the situation in a static housing market where there is no increase in value].

· R = L – (H – V) where V < H

[This is the situation in a falling housing market where homeowners would otherwise face the risk of the erosion of the compensation they would have received from the sale of their former home and, in some cases again falling into “negative equity”].

Where: -

R
is the repayment figure on eventual sale

L
is the original principal amount of the loan

I
is the accumulated interest on the loan L

V
is the eventual sale price of the replacement home

H
is the original cost of the replacement home

In the event of a breach of the loan conditions, the Council will demand repayment of the loan amount forthwith, together with compound interest on the amount of the loan.

The liability that may arise under a condition is a charge on the qualifying dwelling, taking effect as if it had been created by deed expressed to be by way of legal mortgage.

The charge has priority immediately after any legal charge securing an amount:

Advanced to the applicant by an approved lending institution for the purpose of enabling him to acquire the dwelling, or further advanced to him by that institution;

But the Council may at any time by written notice served on an approved lending institution postpone the charge taking effect by virtue of this section to a legal charge securing an amount advanced or further advanced to the applicant by that institution.

Where the applicant has received assistance in the form of a loan over and above the amount of Relocation Grant, the conditions in relation to the loan remain in force until the date the property is sold and the loan repaid.

Temporary Decants

In certain limited circumstances the Council may make an alternative property temporarily available to the applicant in order that they can be decanted from their original dwelling.  Such circumstances may include where possession of the property is required in order to bring about the prompt demolition of the property, or where an owner wishes to move into a new property on the redeveloped site, and the development has to be phased in order to achieve this.

The Council will determine whether this is necessary or appropriate, and may make it a condition of receiving Relocation Grant or Equity Release Loan.  However, if this is the case it will set this out in writing to the applicant, giving the relevant terms and conditions.

Where an applicant has agreed to be temporarily decanted from their original dwelling, they may occupy the temporary dwelling until such times as they take ownership of the qualifying dwelling.  In all cases, the Council shall specify, in writing, a timescale by which this must be completed.

If the Council determines that the applicant is no longer making reasonable endeavours to complete the purchase of the qualifying dwelling, and it is determined that it is no longer possible to complete the purchase within the timescale specified, the applicant will be required to relinquish possession of the temporary dwelling and will forfeit their entitlement to Relocation Grant or Equity Release Loan.

Applicants Ceasing to be Entitled to Relocation Assistance

If an applicant ceases to be entitled to assistance before the certified date (the date the applicant takes ownership of the qualifying dwelling), the Council will not pay any further instalments or amounts towards the cost of the assistance, and may demand that any instalment which has already been paid be repaid forthwith together with interest from the date on which it was paid until the date on which it is repaid.

An applicant would cease to be entitled if they cease to have a qualifying owner’s interest in the original dwelling, or if they cease to have the intention to fulfil the obligation specified in the owner-occupation certificate which accompanied the application.  This shall not apply where an applicant has agreed to be temporarily decanted from the original dwelling into temporary accommodation provided by the Council in order to assist the Council to bring about the demolition of the property, where this is deemed to be appropriate.  Such an exception shall be set out in writing to the applicant as part of the agreement setting out the terms and conditions that will apply to the granting of occupation in the temporary property, and shall specify the date by which the purchase of the qualifying dwelling must be completed.

In the cases of joint applications, all of the applicants must cease to be entitled before this requirement would come into effect.

Where an application for financial assistance has been approved, and the Council later becomes aware that any of the following apply, it may refuse to pay the assistance or any further instalment of assistance which remains to be paid.  The Council may also demand repayment by the applicant forthwith of the assistance or any instalment already paid, together with interest from the date of payment until the repayment:

Where an applicant refuses to allow their statutory compensation or relocation assistance to be paid to their solicitor or licensed conveyancer they will cease to be entitled to assistance.  In the case of an applicant who is occupying a temporary dwelling made available by the Council, they would cease to be entitled to assistance if they were to withdraw their statutory assistance from the account in which it was being held on their behalf by their solicitor or licensed conveyancer.  They would be required to give up possession of the temporary dwelling and would no longer be entitled to any amount of relocation assistance.

Fraudulent Applications

In any cases where the Council determines that an applicant has made a fraudulent or wilful deception or omission in their application, it will demand full repayment of any amount of assistance so obtained, together with interest from the date of payment until the repayment, and no further amount will be paid.  Where fraud or deception is suspected, consideration will be given to the matter being reported to the police or relevant enforcement agency.

If, following approval of an application for assistance, the Council becomes aware that the applicant (or applicants in the case of a joint application) was not entitled to the assistance on the date on which it was approved, no payments or further payments will be made, and any amount of assistance already paid will be required to be repaid with interest.  In the case of an owner’s application, the applicant would not have been entitled to assistance if he did not have a qualifying owner’s interest, or if he does not have the intention to fulfil the criteria contained in the owner-occupation certificate which accompanied the application.

