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SEEDLEY & LANGWORTHY HOMESWAP SCHEME

Home Owner (HO) 

completes an 

application form

 for 

Homeswap

 Scheme

Salford (S)

 find suitable 

Alternative Property (AP)

 and 

purchase it if not already part of 

housing stock.

S

 and new 

lender's surveyor 

produce a 

schedule of work 

required at AP and agree this 

with HO

Contract

 for sale of AP at value 

£x and part exchange of HO's 

Existing Property (EP)

 at value 

£y prepared by Solicitors for S

Solicitors 

deduce title

 to EP and 

AP and instigate 

searches

Solicitors for HO 

obtain 

redemption 

figure

 on EP and 

forward to S

Results of 

searches 

received by 

both solicitors

HO's Solicitor receives either 

new 

mortgage offer 

on AP 

or approval from existing 

lender to 

transfer 

mortgage

 to AP

CONTRACTS 

EXCHANGED

S Instructs contractor to carry out 

work to AP as per schedule on behalf 

of and for the benefit of HO with S  

paying the account on behalf of HO

Work is completed and 

S serve notice

 on 

HO to complete including a completion 

statement the amount of the Balancing 

Charge (possibly including Homeloss 

payment)

Pre completion 

searches

 carried out 

in respect of each 

property

HO Solicitors 

request mortgage 

funds

Transfers 

produced 

and executed for 

each property

COMPLETION

Mortgage on EP 

redeemed

Registration 

of each 

new title

Deeds

 to AP to HO's 

lender and deeds to 

EP to S

HO

 applies for 

a 

mortgage

 

in 

principa

l to 

either existing 

lender or a new 

lender.



REPORT OF THE LEAD MEMBER FOR HOUSING SERVICES
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The application form and assistance with

the mortgage application would be completed 

with a representative of S who would explain the 

scheme fully and have available helpful 

information about  various lenders requirements.

The application form would include other 

details regarding the personal circumstances

of the HO.

Would there be surgeries where there might be

representatives of S and say local solicitors and 

mortgage advisors

It is hoped that in most cases the current

mortgage can be transferred

The contract would include the form of transfer

for the new property including a charge in favour 

of S for the Balancing Charge with the amount

repayable decreasing by a fifth for each full year  

which has expired since completion.

The contract or possibly even the application

form would include any consent required for the  

application of the Homeloss towards the 

purchase price.

HO would receive the Disturbance Payment in 

addition to any Homeloss and Balancing Charge.

The contract would provide that HO was 

responsible for insuring EP and S for insuring AP

up to completion.

S need to ensure that their contractors carry 

sufficient insurance cover while working on AP.

The contract needs to provide for rescission by 

S if the balance outstanding on the existing

mortgage increases by more than x% or the  

Lender withdraws their mortgage

offer or consent to transfer of mortgage.

S will pay the HO's legal costs (should an upper

limit be specified?).

Once Counsel has given the go ahead

the detailed application form, contract and 

transfer can be drafted.
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RECOMMENDATIONS :  

(a) Acting on the advice received from the Council's Solicitors (Davies, Wallis. Foyster) and Counsel the model procedure for Homeswaps at Appendix A will be used by Salford City Council as a pilot in the Seedley and Langworthy area.

(b) Three prominent Building Societies will work with Salford officers to identify approximately 10 cases, including a number of non-mortgage cases, to be tested under the model. 

(c) Secretary of State Guidance allows the city council to reduce the balancing charge by 30% of the market value of the homeswap property. It is recommended that an incremental reduction of the charge over a 5 year period would encourage community stability and be acceptable to owner-occupiers who would begin to see their investment increase over time. The 5-year period would provide consistency with the existing claw back rules with housing grants. 

(d) The model is neutral on whether the homeowner will forego their home loss payment as a contribution to the financial package that facilitates the Homeswap. Cabinet are asked to reconsider former decision to use the Home Loss Payment as a contribution in the light of community opposition and advice received from DETR officers and direct officers on the issue.


EXECUTIVE SUMMARY  

Officers have been discussing the feasibility of a method of owners-occupiers in negative equity being given the opportunity to move to a new home when their home is subject to Clearance action. A presentation was made by officers from the city council to a meeting with DETR, Council of Mortgage Lenders, representatives from four major lenders and officers of Manchester and Liverpool Councils. Consensus has been reached on Salford City Council piloting the Homeswap Model. Officers require direction from Cabinet on a number of key issues associated with the pilot.
BACKGROUND DOCUMENTS :  

Correspondence between LGA, CML, Lenders and Officers of the Council


CONTACT OFFICER :   Bob Osborne


WARD(S) TO WHICH REPORT RELATE(S)  : Initially Langworthy and Ordsall but eventually all wards


KEY COUNCIL POLICIES  

Housing Investment Strategy

Anti-poverty Strategy

Area Regeneration Strategy


DETAILS (Continued Overleaf)

The report below to Housing Lead and Deputy Lead Member provides a detailed background

BACKGROUND

Lead Member and Deputy will be aware that officers have been discussing the feasibility of a method of owners-occupiers in negative equity being given the opportunity to move to a new home when their home is subject to Clearance action.

A presentation was made by officers from the city council to a meeting with DETR, Council of Mortgage Lenders, representatives from four major lenders and officers of Manchester and Liverpool Councils. Consensus has been reached on the following plan of action. Subject to your approval: -

(e) Acting on the advice received from the Council's Solicitors (Davies, Wallis. Foyster) and Counsel the model procedure at Appendix A will be used by Salford City Council as a pilot in the Seedley and Langworthy area.

(f) Three prominent Building Societies will work with Salford officers to identify approximately 10 cases, including a number of non-mortgage cases, to be tested under the model. 

(g) Manchester and Liverpool will commence a similar pilot in 3-6 months subject to the completion of resident consultation and the outcome of the pilot process.

THE CURRENT POSITION

The Seedley and Langworthy area consists of 3,300 properties, of which 2,500 are currently occupied. The serious decline of the area has been well documented with a myriad of social problems manifesting themselves in house values averaging £6,000 in some areas.

As you will be aware the partnership is proposing the clearance of approximately 1100 properties over the next 5 - 10 years. These properties are concentrated in areas where social problems are most pronounced, with approximately 40% vacant. Of the balance our initial enquiries suggest that in the region of 350 owner-occupiers currently live in the areas proposed for demolition.

We are looking to undertake the clearance programme in a systematic manner, phasing the work in achievable zones to create an impact through demolition and to encourage future development opportunities. We expect to declare a clearance area consisting of 250 properties on fitness grounds under the Housing Act 1985, Part IX by August 2001 in parallel with the homeswap pilot.

These properties have current average market values of approximately £7,500.

Clearly this presents major difficulties for the partnership as the majority of households with mortgages will be in a position of having a mortgage debt which exceeds the current market value of their home, and a clearance programme would leave many people with a large debt to service. To maintain the strong elements of social cohesion which exist in Seedley & Langworthy and ensure the community's support for the regeneration, the partnership is looking to be innovative and provide owner occupiers with an alternative home within the area for their mortgage to be paid against. This is the homeswap initiative and is described later in the report.

THE LIMITATIONS OF THE CURRENT LEGISLATION

The current legislation is not ideal for tackling the challenges faced in Seedley & Langworthy where there is high level of abandonment and low market values in comparison with similar areas. The Compulsory Purchase Review Advisory Group has undertaken a comprehensive review of the legislation and its final report will provide some information on the difficulties faced by local authorities in the North of England where house values are low. Salford’s view, shared by other local authorities, is that the report does not adequately respond to the gaps in legislation for tackling

I. obsolete housing 

II. or the dearth of powers available to compensate individuals living in low value housing. 

The former will be a challenge in Seedley and Langworthy later in the programme, because although we are confident the first phases of clearance satisfy criteria for unfitness we are not as sure for properties we intend to clear for remodelling purposes which will take place in future years. The CPRAG report suggests that local authorities could use the Town and Country Planning Act 1990 where it wishes to clear properties because of obsolescence. However local authorities believe the lack of planning permission for a definitive development can be interpreted by Inspectors at Public Local Inquiry as an impediment to confirming the CPO. 

The low value housing issue is a huge obstacle to the successful regeneration of Seedley & Langworthy. The local authority can pay neither more nor less than what a house is worth on the open market. In Seedley & Langworthy market value is so low that we would leave many residents with large debts to service to mortgage companies and few would be able to remain in the owner occupied sector. We believe we would therefore face large-scale opposition from local residents who believe they have little or no option to oppose the CPO in the hope they can increase their compensation. Although a Public Local Inquiry does not discuss the value of properties it is clear from experience and common sense that money is the root cause of many objections. 

Salford is very disappointed in the lack of a clear response to this issue in the CPRAG report. The absence of legislation to tackle obsolete and low value housing results in local authorities unable to tackle obsolete housing in a strategic manner, with individual cases of hardship and public opposition providing a handicap to wider decision making. 

Homeswap will allow a more strategic decision making process although it is only a potential solution to the compensation element of clearance. This is the more pressing obstacle in an area such as Seedley & Langworthy where housing is older and had a lack of recent investment and can be cleared on unfitness grounds.

DETAIL OF INITIATIVE

In essence the process will see the city council selling one home to a resident and accepting their old home in a clearance area in part exchange. However the council will undertake to renovate the homeswap property to an agreed standard as part of the contract exchange and will carry out the works and pay for their costs prior to completion. 

The two examples at Appendix B demonstrate the potential of the model. 

If the homeswap initiative proves successful in Seedley & Langworthy the city council will be able to use the approach in areas where there are similar issues of low value housing and negative equity. For example, the city council will wish to examine the effectiveness of this approach for the Wiltshire Street area.

However, a number of policy issues will need to be resolved at the Cabinet level if the process is to develop.

(i) The model assumes there will be a balancing charge upon the homeswap property representing the difference in market value between the new property and the existing home.

(ii) Secretary of State Guidance allows the city council to reduce the balancing charge by 30% of the market value of the homeswap property.

There are three potential options for this reduction:

a) The charge could be waived at the point of contract.

b) The charge could be waived after a period of time.

c) Or the charge could be reduced incrementally over a period of time.

It is recommended that an incremental reduction of the charge over a 5 year period would encourage community stability and be acceptable to owner-occupiers who would begin to see their investment increase over time. The 5 year period would provide consistency with the existing claw back rules with housing grants. 

(iii) There will remain a residual charge against the homeswap property as described in Appendix B. This charge will be the difference between the owner-occupiers existing home and the value of the new home less 30%.

It is worth noting the council does not have discretion to waive this residual charge at the point of contract exchange.

This charge will remain against the property until its sale, and then the council may wish to consider the reclaiming of this money. To offer residents a degree of assurance regarding the circumstances of reclaiming this money Davies Wallace Foyster have advised we use the following wording within the contract:

"The amount covered by the charge will remain payable on the sale of the property. As with all charges in favour of the Council, there may be a discretion, in certain circumstances, to waive some or all of the repayment at the time it becomes repayable, but this discretion would be exercised by the Council at that time, in accordance with the Council's policy and the regulations affecting the Council's discretion at that time."
(iv) The model is neutral on whether the homeowner will forego their home loss payment as a contribution to the financial package that facilitates the Homeswap. Local residents have indicated that they feel this is an infringement of their right to a home loss payment and have compared their position unfavourably with tenants who receive this payment. They do not accept that they ought to contribute this payment towards the increase in value of their home.

A DETR official at the meeting also expressed concern as to the legality of requiring residents to contribute this statutory payment as a condition for receiving a homeswap. However, it is anticipated the city council could require a payment of a sum of money similar to home loss prior to any homeswaps being agreed.

However Lead member may wish to reconsider the home loss payment in the light of there being a residual charge on the new property and the popularity of the scheme with the community of Seedley & Langworthy. The cost of providing home loss payments in addition to the capital costs of purchasing and renovating an alternative property for homeswap is estimated to be in the region of £500,000 for Seedley & Langworthy over the lifetime of the clearance programme. It is believed there are between 300 and 350 owner occupiers living in proposed clearance areas.

CONSULTATION

1. Officers have already convened a working group to pursue this proposal. It is recommended that:

(a) The working group is advised of the progress made in the development of the pilot and the various policy issues discussed earlier in the report.

(b) The Chair of the Salford Partnership is briefed as soon as possible.

(c) The Salford Partnership be asked to note and support the pilot.

(d) That it be noted that this is a Citywide initiative which will be piloted in Seedley and Langworthy.

(e) That Cabinet be advised of the proposals and make recommendations as to the policy items.

STAFFING IMPLICATIONS

The government’s policy paper on housing indicates a clear need for Local Housing Authorities strategic role to become more heavily involved with Home Ownership issues. This is reflected in the development of Sellers Packs, a range of additional powers associated with Housing Loans, and a clear indication of the need to promote home ownership.

Presently the department neither has the resources or the expertise to deliver this function.

It is recommended that a post is created to help develop the Homeswap process initially in partnership with the three major lenders, the DETR, the CML and the LGA. Clearly the post holder will need to have extremely strong negotiation skills and an understanding of this strand of the private sector. As the Homeswap pilot becomes operational then the officer would move onto more strategic home ownership development issues. The officers would work to the Head of Private Sector Housing but be seconded to assist the Living Environment Co-ordinator for the period of the pilot.

The post holder will be expected to deliver approximately 15- 20 homeswaps this financial year and 50 a year once the success of the pilot is proven in the Seedley & Langworthy area over the next 5-6 years. In addition the post holder will be expected to assist the delivery of homeswaps in other parts of the city such as Wiltshire Street as the process rolls out.

This process is an innovative partnership between the public and private sector and is likely to be subject to intense national scrutiny, from all the parties involved, other authorities in the north of England and from media such as Newsnight. 

With the right person in post this is an opportunity for Salford to project an innovative and dynamic image to the rest of the country.

It is recommended a post of Home Ownership Liaison Manager be advertised externally at PO2 grade to encourage applications from suitably qualified people. The proposed job description is attached as Appendix C.

BENEFITS OF HOMESWAPS

The benefits of homeswaps are detailed below for each party:

The Local Authority

Homeswaps will maximise the benefits of SRB V and other investment in the Seedley & Langworthy area.  By moving people into alternative homes within the area’s boundaries more of the investment is recycled.  With traditional clearance owners receive market value for their homes and reinvest wherever they choose.  In this scenario the option to take market value and leave remains but the homeswap scheme encourages people to stay.

The wider area of Seedley & Langworthy will receive investment through houses purchased and renovated for homeswaps. This will improve street scenes and reduce the number of vacant premises in the various improvement areas, thereby increasing stability.

The process will help to create public support for clearance. Traditional clearance methods will result in many owner-occupiers being unable to buy a comparable home elsewhere and possibly put into debt through an outstanding mortgage and limited equity. Clearly, using a traditional clearance approach will be unpopular and would be likely to receive opposition which is both costly and time consuming.  

With increased likelihood of public support Salford will be able to clear areas of strategic importance with greater confidence.

A further anticipated benefit through the initiative is the likelihood of more residents in areas of decline opting to remain in their home, as there is a financial advantage in doing so. This will hopefully slow the spiral of decline seen in Seedley & Langworthy allowing intervention more opportunity to succeed.  

This is an innovative solution to a complex and wide-ranging problem. There is a great deal of scrutiny of the progress of this initiative and the publicity surrounding it is an opportunity for Salford to present itself as a n innovative city at the forefront of regeneration.

The Owner-Occupiers

Owner-occupiers will be able to transfer their original investment to a new property of greater market value than their existing home. They will remain owner-occupiers in the locality and will not be expected to contribute to the move.

Their statutory entitlements such as home loss and disturbance will be unaffected by homeswap if lead member agrees to the payment of home loss in addition to the homeswap.

However their property will have an additional secondary charge against it.
The Lenders

Lenders will benefit from a reduced risk against their outstanding loan. They will neither be expected to contribute to the process financially nor increase their exposure within the area.

In addition to gaining additional security for their loans it is anticipated a successful roll out of homeswaps will increase the number of owner-occupiers willing to remain in an area of decline and therefore reduce the number of defaulters and abandonments.

The Government’s Agenda

The government is looking to local authorities to deliver urban renaissance through strategic partnerships with the private sector. 

Homeswap provides a framework for partnership with lending institutions to provide benefits across the whole of our private sector policy. We have created a productive dialogue with large institutions to find a mutually beneficial potential solution to the difficulties of collapsed markets.

The initiative will allow Seedley & Langworthy to deliver clearance in a strategic manner creating development opportunities of sufficient scale to attract private investment.

FINANCIAL IMPLICATIONS

1. This year’s Living Environment programme includes a budget of £400,000 for homeswaps within the H.I.P. and SRBV elements of the programme.

2. Homeswaps will cost the authority approximately an additional £10,000-£15,000 per property over and above the cost of traditional clearance assuming there is no decrease in the number of objections received during the clearance process. In Seedley & Langworthy this will equate to a total additional clearance cost of £3.5 -£4.75 million over the course of the programme. This cost will be borne at the point of contract exchange. 

3. It is estimated that £7,000 -£10,000 per property of this additional cost will be initially in the form of a balancing charge. This will equate to £2.45 - £3.5 million of balancing charges across the area in total. However the balancing charges will reduce by 30% of the value of the homeswap house (in the region of £4,500 per property and £1.5 million across the area). This will leave residual balancing charges totalling £1 - 2 million.

4. If the residual charges are paid back at a later date the potential clawback arrangements will be governed by SRB V and/or HIP regulations.

5. Taking into account an additional £500,000 worth of resources from the NWDA for Seedley and Langworthy we can set a revised Private Sector Housing Budget of £9,986,000. Where the fee rate for carrying out Homeswaps is 15% this allows for spare fee income of £43,582. This provides sufficient resources to meet the costs of the additional officer (see Appendix D)

Homeswaps Cost / Benefit Summary

	
	Local Authority
	Home Owner
	Lenders

	Benefits
	1. Strategic application of clearance powers

2. Renovation investment into targeted areas. In Seedley & Langworthy approximately 350 houses will benefit from improvement work undertaken for homeswaps.

3. The surrounding areas will benefit from a reduced vacancy level, as empty properties are purchased and owner-occupiers are rehoused into them.

4. Public support for clearance

5. Reduced costs of legal process


	1. Remain owner-occupiers.

2. Do not have increased mortgage.

3. There is no requirement for additional contributions.


	1. The lenders will have a greater security for their existing loan through a greater valued house.

2. Potential long-term deterrent to abandonment.

3. The lenders will continue to lend large capital sums to areas of regeneration.

4. Positive message for marketing purposes

	Costs
	1. In simplistic terms a homeswap will cost in the region of £10,000 - £15,000 per unit more than traditional clearance. In Seedley & Langworthy there are 350 owner-occupiers who are living in clearance areas. This will cost £3.5 – 4.75 million more than traditional clearance.
	1. A secondary charge is placed against the property.


	1. The administration costs will not be borne by the lenders. The owner’s disturbance allowance will include any additional fees.

2. There will be no requirement to lend additional money.




RECOMMENDATIONS

It is recommended that Lead member:

1. Acting on the advice received from the Council's Solicitors (Davies, Wallis. Foyster) and Counsel approves the model procedure for Homeswaps at Appendix A will be used by Salford City Council as a pilot in the Seedley and Langworthy area.

2. Approves the use of Secretary of State Guidance allowing the city council to reduce the balancing charge placed against a homeswap property by 30% of its market value. It is recommended that an incremental reduction of the charge over a 5 year period would encourage community stability and be acceptable to owner-occupiers who would begin to see their investment increase over time. The 5-year period would provide consistency with the existing claw back rules with housing grants. 

3. Approves officers working with three prominent Building Societies to identify approximately 10 cases, including a number of non-mortgage cases, to be tested under the model. 

4. Seeks Cabinets views regarding the payment of statutory home loss compensation in addition to the costs outlined in providing homeswaps for owner-occupiers in clearance areas.

5. Approves the recruitment of the Home Ownership Liaison Manager at PO2 grade through external advertisement subject to the comments of the Lead Member Personnel Services.

Author : Mark Glynn

Checked by : Bob Osborne

Appendix A

Appendix B - Homeswap Example 1

Assumptions

Shaun Goater lives at 84 Fir Street. Fir St is in a clearance area. 

He has a mortgage with XYZ Building Society.

He wants to move to 50 Annie Street, which has been bought by the Partnership.

Initial Position

Present Home

84 Fir St is valued at £8,000.

This house is in a clearance area.

Mortgagee

Mr Goater’s has a mortgage of £20,000 currently outstanding.

He has kept his payments up to date.

Mr Goater is in full time employment.

Alternative Home

50 Annie St is currently valued at £13,000

Annie Street is in an improvement area

Pre-contract Process

Mr Goater (and his Chartered Surveyor), XYZ Building Society and Salford City Council agree that 50 Annie Street is a suitable homeswap property.

The three parties agree on a schedule of works for 50 Annie St.

The work needed costs £5,000 and is to be paid for by Salford City Council

50 Annie St will be worth £15,000 after improvements

Contract Exchange

Salford agrees to sell 50 Annie St to Mr Goater for £15,000 and agrees to buy 84 Fir St for £8,000 in part exchange.

A balancing charge is to be placed against 50 Annie Street for the increase in value from 84 Fir St. This will be initially £7,000  (£15,000 - £8,000). 

However under Secretary of State’s general consent we will be able to reduce this charge over 3 (or 5) years by 30% of the value of 50 Annie St. So in 3 years time the balancing charge will reduce by £4,500  (30%*£15,000). It will reduce to £2,500.

This charge is a secondary charge. 

The building society transfers its £20,000 exposure from 84 Fir Street to 50 Annie St.

The administration costs borne by moving mortgages are covered by the clearance legislation

The owner receives disturbance allowance to pay for the expense of moving. This will include the reasonable costs of representatives.

A condition of the homeswap may, or may not, be that the owner is expected to contribute their statutory home loss payment to either: 

the difference in value the council is paying,

or to reduce the equity risk for the mortgage companies.  

The Physical Improvements

All parties prior to contract exchange will agree the improvement work contract.

The city council commissions and supervises the work.

The building society and owner will be satisfied with the work.

Homeswap Complete

The contracts are completed and the city council owns 84 Fir Street.

The building society will transfer their existing advance from the deeds of 84 Fir Street to 50 Annie St

Mr Goater will own the deeds to 50 Annie Street. He will have an initial charge of  £7,000 against the home. This charge will reduce to £2,500 over 3 years. The charge reduction will be subject to Mr Goater remaining an owner-occupier and him not being found guilty of anti social behaviour.

50 Annie Street will benefit from structural and internal improvements to satisfy all parties.

Appendix B - Homeswap Example 2

Assumptions

Julie Brown lives at 90 Laburnum Street. Laburnum St is in a clearance area. 

She has a mortgage with XYZ Building Society.

She wants to move to 44 Wychbury Street, which has been bought by the Partnership.

Initial Position

Present Home

90 Laburnum St is valued at £8,000.

This house is in a clearance area.

Mortgagee

Ms Brown has a mortgage of £30,000 currently outstanding.

She has kept her payments up to date.

Ms Brown is in full time employment.

Alternative Home

44 Wychbury St is currently valued at £15,000

Wychbury Street is in an improvement area

Pre-contract Process

Ms Brown (and her Chartered Surveyor), XYZ Building Society and Salford City Council agree that 44 Wychbury Street is a suitable homeswap property.

The three parties agree on a schedule of works for 44 Wychbury St.

The work needed costs £5,000 and is to be paid for by Salford City Council

44 Wychbury St will be worth £18,000 after improvements

Contract Exchange

Salford agrees to sell 44 Wychbury St to Ms Brown for £18,000 and agrees to buy 90 Laburnum St for £8,000 in part exchange.

A balancing charge is to be placed against 44 Wychbury Street for the increase in value from 90 Laburnum St. This will be initially £10,000  (£18,000 - £8,000). 

However under Secretary of State’s general consent we will be able to reduce This charge over 3 (or 5) years by 30% of the value of 44 Wychbury St. So in 3 years time the balancing charge will reduce by £5,400  (30%*£18,000). It will reduce to £4,600.

Sliding scale? A view will be taken on whether this charge depreciates over the period, or is waived at the point of contract or in its entirety at the end of the period.

This charge is a secondary charge. 

The building society transfers its £30,000 exposure from 90 Laburnum Street to 44 Wychbury St.

The administration costs borne by moving mortgages are covered by the clearance legislation

The owner receives disturbance allowance to pay for the expense of moving. This will include the reasonable costs of representatives.

A condition of the homeswap may, or may not, be that the owner is expected to contribute their statutory home loss payment to either: 

the difference in value the council is paying,

or to reduce the equity risk for the mortgage companies.  

The Physical Improvements

All parties prior to contract exchange will agree the improvement work contract.

The city council commissions and supervises the work.

The building society and owner will be satisfied with the work.

Homeswap Complete

The contracts are completed and the city council owns 90 Laburnum Street.

The building society will transfer their existing advance from the deeds of 90 Laburnum Street to 44 Wychbury St

Ms Brown will own the deeds to 44 Wychbury Street. She will have an initial charge of  £10,000 against the home. This charge will reduce to £4,600 over 3 years. The charge reduction will be subject to Ms Brown remaining an owner-occupier and not being found guilty of anti social behaviour.

44 Wychbury Street will benefit from structural and internal improvements to satisfy all parties.

Issues for Discussion

If this broad principle is acceptable there will need to be further discussions regarding a number of issues:

1. Although we will all want to look at each case on its merits, will we want to define a relationship between the values of the two homes and the existing balance of debt as broad parameters for the scheme? That is to say is the relationship between the debt and the value of the new home more important than the gain in equity from the move, or a mixture of the two? In the two examples given the gap between the value of new home and debt is £5,000, although the increased equity is only £7,000. Whereas in the second example the difference between debt and market value of new home is £12,000 but the increase in equity from the homeswap is £10,000.

2. For local authorities there is a degree of discretion around discounting the market value of the sale. It is possible to discount the sale price by up to 30%, and there appears to be flexibility around when this discount takes place. The three broad options are to discount at the point of sale, discount after a set period of time, or apply a phased discounting over a set period of time. 

3. What criteria are to be used to define a bad debtor? A building society may view the risk as unreasonably high due to erratic payment history. What measures can be put in place for these examples?

4. Conversely local authorities will require reassurance that building societies do not delay repossession proceedings of a bad debtor in order to gain additional equity of a homeswap property.

5. For those residents without mortgages the process will be as above although obviously there will be no requirement for building societies to be involved in the process.
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HOUSING DEPARTMENT





STRATEGY DIVISION

JOB DESCRIPTION

Job Description prepared by: M Glynn


Date: 17th April 2001

Agreed by 
Incumbent:



Supervisor: 



Departmental Head

OCCUPATION

Job Title:


Home Ownership Co-ordinator

Grade:



PO2

Responsible to:
Head of Private Sector Housing – seconded initially to Living  Environment Team

Responsible for:


Possible promotion to: 
Living Environment Co-ordinator / Head of Private Housing

Hours of duty: 


37 hours worked on a flexible basis

Qualifications Required:

Desirable: 
That the post holder has gained or is studying for the qualification for CIOH or has an appropriate HNC in Building or other relevant subject.

PURPOSE AND OBJECTS OF WORK

1. To develop strategies and policies for home ownership sector in the changing private housing sector in the City of Salford. 

2. The post holder will be asked to develop the homeswap initiative, which is being piloted in the City of Salford with a group of major Building Societies. The scheme aims to find a solution to the problems of low value housing in areas of proposed clearance, where ordinary use of existing legislation would leave owner occupiers unable to purchase equivalent properties elsewhere and possibly with a large mortgage debt outstanding.

3. The post holder will also build upon the partnerships with lenders developed by the authority to develop policies such as sellers’ packs and other government initiatives.

4. The post holder will be expected to maximise the positive impact private partners such as Building Societies can have upon the strategic aims of the authority and the policies and procedures designed to meet these aims. 

DUTIES AND RESPONSIBILITIES  (The duties listed below together with such other duties falling within the purview of this post, as may be required)

1. To develop and manage a homeswap scheme within the City Of Salford to meet the needs of owner-occupiers living in clearance areas.

2. To negotiate with owner-occupiers, building society representatives, surveyors, and solicitors the exchange of an existing property in a clearance area for a suitable alternative home (the homeswap initiative).

3. To develop and maintain expertise on the procedural and legislative provisions relating to the home ownership under current relevant legislation and Government guidance.

4. To manage the physical process of improvements to homeswap property. Initially this process will take place in the Seedley & Langworthy area with the intention of extending the initiative across the city.

5. To be responsible for the scheduling of work and supervision of contracts.

6. To be responsible for managing the process of disturbance and home loss for owner- occupiers taking advantage of the homeswap initiative.

7. To be responsible for managing and monitoring the budget associated with the homeswap process. You will be required to provide monitoring reports on the financial position of your work.

8. To produce appropriate reports for the Lead Member for Housing, Seedley & Langworthy Partnership and officers where appropriate.

9. To provide information to the Assistant Direct of Housing (Strategy) or relevant individuals within the strategy division to facilitate the preparation of the Housing Strategy and annual H.I.P. bid.

10. To monitor specified Performance Indicators relevant to the post holder’s areas of expertise or responsibility.

11. To manage a team effectively in the delivery of your aims with attention to recruitment, leadership, monitoring and general management duties. 

12. To deputise for the Living Environment Co-ordinator as required, including attendance at regional and national meetings.

13. To represent the Directorate at corporate and regional meetings regarding issues within their particular expertise and responsibility.

14. From time to time at the request of your line manager the post-holder will be required to promote the initiative through the media. 

15. To review all procedures and policies relating to the post holder’s areas of expertise or work responsibility in light of the Best Value regime and ensure that the principles of Best Value and the core values of the City Council’s Community Strategy are fully incorporated into the work of the post holder's team.

OTHER MATTERS/REVIEW ARRANGEMENTS

1. The post holder shall carry out his or her duties with full regard to the City Council’s Equal Opportunities Policy.

2. The details contained in the Job Description reflect the content of the job at the time it was prepared. It should be remembered however that it is inevitable that over time the nature of individual jobs will change; existing duties may be lost and other duties may be gained without changing the general character of the duties or the level of responsibility entailed. Consequently the Authority will expect to revise this Job Description from time to time and will consult with the post holder at the appropriate time.

Appendix D

	GF Staff
	
	
	
	
	
	

	
	Spend
	
	
	
	
	

	
	Salary Costs
	
	
	£505,355.00 
	
	

	
	Running Costs
	
	
	£80,000.00 
	
	

	
	Publicity
	
	
	£40,000.00 
	
	

	
	
	
	
	
	
	

	
	Total Spend
	
	
	£625,355.00 
	
	

	
	
	
	
	
	
	

	
	Income
	
	
	
	
	

	
	Builders List
	
	
	(£6,000.00)
	
	

	
	HMO Registration
	
	
	(£1,000.00)
	
	

	
	GF
	
	
	(£228,000.00)
	
	

	
	
	
	
	
	
	

	
	Fees Required
	
	
	£390,355.00 
	
	

	
	
	
	
	
	
	

	
	Fees Estimated
	
	
	£625,313.12 
	
	

	
	
	
	
	
	
	

	
	Balance
	
	
	£234,958.12 
	
	

	
	
	
	
	
	
	

	
	Growth Bid
	
	
	
	
	

	
	
	
	
	
	
	

	
	Cost of Private Sector Solicitors Team
	
	
	£77,615.00 
	
	

	
	Assume 3% pay rise
	
	
	£15,160.65 
	
	

	
	Plus 2 additional clerical officer
	
	
	£28,875.63 
	100% GF
	

	
	Plus 2 Senior Urban Regeneration Officers
	
	
	£42,049.58 
	5% HRA 95% GF
	

	
	Plus 1 Urban Regeneration Manager
	
	
	£24,802.60 
	5% HRA 95% GF
	

	
	Plus 3% pay rise for additional staff
	
	
	£2,871.83 
	
	

	
	
	
	
	
	
	

	
	Balance
	
	
	£43,582.82 
	
	

	 
	
	
	
	
	
	

	
	plus £12,000 of late fees from B & N
	
	
	£55,582.82 
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_1050301488.xls
Homeswap Notes

						SALFORD CITY COUNCIL

				SEEDLEY & LANGWORTHY HOMESWAP SCHEME																		NOTES

																						The application form and assistance with

																						the mortgage application would be completed

																						with a representative of S who would explain the

																						scheme fully and have available helpful

																						information about  various lenders requirements.

																						The application form would include other

																						details regarding the personal circumstances

																						of the HO.

																						Would there be surgeries where there might be

																						representatives of S and say local solicitors and

																						mortgage advisors

																						It is hoped that in most cases the current

																						mortgage can be transferred

																						The contract would include the form of transfer

																						for the new property including a charge in favour

																						of S for the Balancing Charge with the amount

																						repayable decreasing by a fifth for each full year

																						which has expired since completion.

																						The contract or possibly even the application

																						form would include any consent required for the

																						application of the Homeloss towards the

																						purchase price.

																						HO would receive the Disturbance Payment in

																						addition to any Homeloss and Balancing Charge.

																						The contract would provide that HO was

																						responsible for insuring EP and S for insuring AP

																						up to completion.

																						S need to ensure that their contractors carry

																						sufficient insurance cover while working on AP.

																						The contract needs to provide for rescission by

																						S if the balance outstanding on the existing

																						mortgage increases by more than x% or the

																						Lender withdraws their mortgage

																						offer or consent to transfer of mortgage.

																						S will pay the HO's legal costs (should an upper

																						limit be specified?).

																						Once Counsel has given the go ahead

																						the detailed application form, contract and

																						transfer can be drafted.



Home Owner (HO) completes an application form for Homeswap Scheme

Salford (S) find suitable Alternative Property (AP) and purchase it if not already part of housing stock.

S and new lender's surveyor produce a schedule of work required at AP and agree this with HO

Contract for sale of AP at value £x and part exchange of HO's Existing Property (EP) at value £y prepared by Solicitors for S

Solicitors deduce title to EP and AP and instigate searches

Solicitors for HO obtain redemption figure on EP and forward to S

Results of searches received by both solicitors

HO's Solicitor receives either new mortgage offer on AP or approval from existing lender to transfer mortgage to AP

CONTRACTS EXCHANGED

S Instructs contractor to carry out work to AP as per schedule on behalf of and for the benefit of HO with S  paying the account on behalf of HO

Work is completed and S serve notice on HO to complete including a completion statement the amount of the Balancing Charge (possibly including Homeloss payment)

Pre completion searches carried out in respect of each property

HO Solicitors request mortgage funds

Transfers produced and executed for each property

COMPLETION

Mortgage on EP redeemed

Registration of each new title

Deeds to AP to HO's lender and deeds to EP to S

HO applies for a mortgage in principal to either existing lender or a new lender.




_1050301516.xls
Homeswap Notes

						SALFORD CITY COUNCIL

				SEEDLEY & LANGWORTHY HOMESWAP SCHEME																		NOTES

																						The application form and assistance with

																						the mortgage application would be completed

																						with a representative of S who would explain the

																						scheme fully and have available helpful

																						information about  various lenders requirements.

																						The application form would include other

																						details regarding the personal circumstances

																						of the HO.

																						Would there be surgeries where there might be

																						representatives of S and say local solicitors and

																						mortgage advisors

																						It is hoped that in most cases the current

																						mortgage can be transferred

																						The contract would include the form of transfer

																						for the new property including a charge in favour

																						of S for the Balancing Charge with the amount

																						repayable decreasing by a fifth for each full year

																						which has expired since completion.

																						The contract or possibly even the application

																						form would include any consent required for the

																						application of the Homeloss towards the

																						purchase price.

																						HO would receive the Disturbance Payment in

																						addition to any Homeloss and Balancing Charge.

																						The contract would provide that HO was

																						responsible for insuring EP and S for insuring AP

																						up to completion.

																						S need to ensure that their contractors carry

																						sufficient insurance cover while working on AP.

																						The contract needs to provide for rescission by

																						S if the balance outstanding on the existing

																						mortgage increases by more than x% or the

																						Lender withdraws their mortgage

																						offer or consent to transfer of mortgage.

																						S will pay the HO's legal costs (should an upper

																						limit be specified?).

																						Once Counsel has given the go ahead

																						the detailed application form, contract and

																						transfer can be drafted.



Home Owner (HO) completes an application form for Homeswap Scheme

Salford (S) find suitable Alternative Property (AP) and purchase it if not already part of housing stock.

S and new lender's surveyor produce a schedule of work required at AP and agree this with HO

Contract for sale of AP at value £x and part exchange of HO's Existing Property (EP) at value £y prepared by Solicitors for S

Solicitors deduce title to EP and AP and instigate searches

Solicitors for HO obtain redemption figure on EP and forward to S

Results of searches received by both solicitors

HO's Solicitor receives either new mortgage offer on AP or approval from existing lender to transfer mortgage to AP

CONTRACTS EXCHANGED

S Instructs contractor to carry out work to AP as per schedule on behalf of and for the benefit of HO with S  paying the account on behalf of HO

Work is completed and S serve notice on HO to complete including a completion statement the amount of the Balancing Charge (possibly including Homeloss payment)

Pre completion searches carried out in respect of each property

HO Solicitors request mortgage funds

Transfers produced and executed for each property

COMPLETION

Mortgage on EP redeemed

Registration of each new title

Deeds to AP to HO's lender and deeds to EP to S

HO applies for a mortgage in principal to either existing lender or a new lender.




