Briefing for Community Committees 2005.

NEW FINANCIAL TOOLS PROPOSED FOR LOANS AND EQUITY PRODUCTS COMING OUT OF THE PRIVATE SECTOR ASSISTANCE POLICY REVIEW 2005.

Salford is jointly working on a Private Sector Renewal Assistance Policy with Manchester City Council to align both Councils policies across the Central Salford Pathfinder area, the intention is to create a policy that will deliver assistance to residents to maintain or purchase their property in a more effective and innovative way than the previous grants regime.

The main thrust of Government policy is to try and bring private sector finances into the renewal of run down areas and properties. In order to do this all-local authorities are having to amend their assistance policies to reflect the needs of the local residents. There is also more of an onus on the owners of private property to fund the maintenance of their properties, as opposed to the offering grants in the past. Salford is looking to develop a range of loans to enable vulnerable residents to do this.

Any loans that are re-paid will then be recycled into future schemes to support home ownership and repair of privately owned property. 

Salford still intends to offer assistance to the most vulnerable groups within the City the disabled, the elderly and those on some form of means tested benefit. Generally within the City there are lengthy waiting lists for grants as they currently stand. It is intended that by helping owners with access to financial products and loans, that they will be able to maintain their homes when the need arises. 

Obviously those owners that can afford to access commercial loans from High Street lenders will be referred to them. 

Salford Council will be engaging Salford Money Line, a Community Development Financial Trust, to develop a range of financial products, which will include the following: -

Key Products

Repair Loans

Home Repairs Assistance Loan - smaller loans up to £5k. The loan can be taken out on a nil/interest only or re-payment basis.

Who is it for- residents that may previously have been able to access a grant by virtue of being classed as vulnerable residents because of age or financial circumstances?

-----------------------------------------------------------------------------------------------------

Variant of the above - Faith Loan where an admin charge is levied at the beginning of the loan period and apportioned equivalent to what the interest charge would have been over a set period. 

-----------------------------------------------------------------------------------------------------

Renovation/ Conversion loan – larger loan to carry out essential repairs works above £5k -£20k.

Or where additional space for bedrooms is required to compliment essential property repairs, where statutory overcrowding is evident and the resident cannot gain access to traditional finance. 

Available on a nil/interest only or re-payment basis or on the basis of the Council taking an equity share equivalent to the amount of loan they lend on the property.

--------------------------------------------------------------------------------------------------------

Access to loans- initially dependent on the Council referring residents in areas of focus through to SML Homes ltd. Longer term it is envisaged that the rest of the City will be able to access these types of loan from SML Homes Ltd who will have to draw down borrowing from private lenders and so make arrangements separately for the interest and capital to come back. Alternatively to have funds apportioned to it by the Council for areas outside the main focus areas.

-----------------------------------------------------------------------------------------------------

Disabled Facilities Assistance.

To help facilitate residents who may have contributions above the £25k mandatory limit, or where they cannot access traditional lenders. They will be given access to the range of products above and independent financial advice.

-------------------------------------------------------------------------------------------------------

Relocation Assistance.

Loans will be made available to help residents displaced by clearance to bridge the affordability gap. Relocation Grants up to £25k will also be used to help in this process. An alternative to this is where the resident and Council share in the equity within a property as a proportion of what each party puts towards the overall cost. 

Other proposals for equity -sharing schemes are:

Homebuy

HomeBuy will help key workers, social tenants and other first time buyers to buy a share of a home and so get a first step on the housing ladder - with three variants offering choice in the type of home people can buy: 

• New Build HomeBuy and Open Market HomeBuy would take elements of existing low cost home ownership schemes to offer simpler, fairer assistance to those who want to buy a share of a new home built with public subsidy, or a share of a home that is for sale on the open market 

An example would be where a resident secures a property worth £100k; they get a mortgage for £75k and then secure an equity loan for the remaining £25k from a Housing Association.

If they sell the property in 15years time for £200k then the equity share to come back to the Housing Association would be £50k [or 25% of the sale value at the time]. The resident still has £150k

[The above example is for illustration purposes only and should not be used to reflect actual values within the City.]

• Social HomeBuy would introduce new opportunities for thousands of social tenants who cannot afford or do not have the Right to Buy to buy a share of their existing home with a discount on their share - and would protect the supply of social homes by enabling landlords to reinvest sales proceeds 
Independent Financial Advice

Independent Financial Advice will be offered to all residents going through this process. SML Homes Ltd is currently working on procuring an IFA and additional training up of in house staff to deal with this area of work. They will be covered under the companies liability insurance and also the Financial Services Ombudsman scheme. Salford is currently trying to form a standing list of 6-8 companies to offer this advice to residents.

Independent Financial Advice could also be accessed by contacting the Financial Services authority directly at 

www.fsa.gov.uk 
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For further details or to get involved in a private sector assistance-working group please contact:

David Heaney at david.heaney@salford.gov.uk
Telephone 0161 603 4257
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