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REPORT TO CABINET


20 October 2009

TITLE OF REPORT:
Practical, Affordable Housing Solutions  
REPORT OF:

Margaret Whellans, Group Director,


Community Based Services; 


Derek Quinn, Group Director Development & Enterprise; Mike Barker, Strategic Director of Legal & Corporate Services; 


Derek Coates, Strategic Director Finance & ICT  

Purpose of the Report 

1. To seek Cabinet approval to carry out a pilot helping potential home buyers purchase properties on key strategic sites within the Housing Market Renewal (HMR) area of Gateshead and Newcastle. The pilot requires procurement of a loan provider.   



Background 

2. Bridging NewcastleGateshead (BNG) commissioned research on housing options  as part of the 2007/8 research programme to explore potential housing solutions to meet the need of our target markets for priority sites in the area.  

3. The report found that there was a need to support households in Newcastle and Gateshead to take the first step onto the housing ladder as the gap between renting or buying had become too large.  

4. BNG, with the support of the Council and Newcastle City Council, have worked with the Homes and Communities Agency (HCA) and developers and lenders to develop new and ‘top up’ products. These include a mortgage deposit and shared equity that will help to deliver new homes in the area in a challenging market as well as enabling people to afford the homes once they are built.

5. BNG have been allocated their outstanding 10% of the HMR funding for 2009 -11. Part of this will be used to carry out a pilot based on the recommendations from the Practical Affordable Housing Solutions work. The results of the pilot will enable the partnership to assess whether these products could be extended to further purchasers or offered by the HCA as part of their National Affordable Homes Programme (NAHP).

6. These products are part of a range initiatives, including building new Council homes, that address the issues of making homes affordable to households, enabling new house building to continue and thereby supporting local employment.

7. Strategic sites in Gateshead that would be suitable for the pilot include Staiths South Bank, Dunston; Bishops Park, Sunderland Rd; and Acacia Rd, St. James.  Two sites in Newcastle include Hibernia Village and Rivers’ Gate in Walker.
 


Proposal 

8. To comply with current legalisation and to utilise market experience it is proposed that the Council procures a Registered Social Landlord as loan provider to assess and supply loans to eligible households in Gateshead and Newcastle to enable them to purchase homes on key strategic sites within the housing market renewal area.  

Recommendations

9. It is recommended that Cabinet agrees:   
(i) To the proposal to procure a loan administrator using the powers set out in Section 22 of the Housing Act 1996.

(ii) To the proposal to begin negotiations with developers on 3 strategic sites in Gateshead 

(iii) To authorise the Strategic Director, Legal and Corporate Services in consultation with the Group Director, Community Based Services and the Strategic Director, Finance and ICT to undertake the procurement, negotiate the detail of the proposal, and to enter into all legal agreements necessary to facilitate the proposal.

(iv)
To receive a report back on the findings of the pilot.

For the following reason:

To meet the housing needs of households in the housing market renewal area and support housing led regeneration in Gateshead and Newcastle.  

CONTACT:  Peter Mennell   extension 2658
PLAN REF:  3374











APPENDIX 1


Policy Context 

1. The Proposals are consistent with Vision 2030, the Sustainable Community Strategy for Gateshead and in particular support the ‘Sustainable Gateshead’ Big Idea.  The proposals also support the achievement of the Council’s Corporate Plan, Corporate Priority 6, ensuring a Sustainable Gateshead.  It is also consistent with the Council’s Housing Strategy and BNG’s Business Plan.
Background

2.   BNG, with the support of the Council and Newcastle City Council, have worked with the Homes and Communities Agency (HCA) and developers and lenders to develop new and ‘top up’ products. These include a mortgage deposit and shared equity that will help to deliver new homes in the area in a challenging market as well as enabling people to afford the homes once they are built. 

3. An example of the options that could be included within the ‘Affordable Housing Solutions Portfolio’ would be as follows although the details of these may change during negotiations with lenders and developers: 

· Cash deposit – purchaser provides 5% deposit complemented by 5% from the developer and 10% BNG; A charge of 2.75% after 5 years and 5% after 8 years to encourage pay-back is proposed.

· Shared equity (or HomeBuy Direct) – 30% loan: 15% from BNG and 15% from the developer.  No charge on loan for first 5 years; after that 1.75% rising by rpi+0.5 pa.  Loan repayable on sale.

· Rent to purchase – this is a potential third product not requiring the input of the loan provider and is still in development.   

4. It is proposed that approximately 100 units would be supported for the first phase of projects. This would help to deliver 140-150 homes in total (as there will be a requirement for some market sale).

5. It is assumed that HCA funding is maximised in all cases and that the BNG/Local Authority interventions focus on filling gaps and topping up what is already available.

6. The Council, BNG and NCC will prioritise intervention on priority sites in the housing market renewal area to help deliver the overall vision for the areas and progress the transformation of places.  

7. The sites where the products will be offered will depend on successful and prudent negotiations with developers. Where introduced, the developers will be expected to make firm commitments about their own contributions they would make, the targets for schemes’ progress and their arrangements for providing good information and practical support to potential customers.  

8. To comply with current legislation and, in particular section 22 of the Housing Act 1986, it is proposed that funds are granted to a Registered Social Landlord (RSL) on the basis that the financial products will be made available and administered by them, in accordance with Council’s policies, to persons proposing to buy a property in the designated areas.  The RSL will receive a fee for undertaking the service.


Consultation

9. The Cabinet Members for Economy, Housing and Transport have been consulted.  Officers from both authorities and BNG have been involved in the research and developing the proposals set out above. There has also been involvement from the HCA at a senior level.  

Alternative Options

10. The Council could choose not to pilot these products but risks losing an opportunity to stimulate the housing market by developing products which support households to buy a home.    

Implications of Recommended Option 

11. Financial Implications – The Strategic Director, Finance and ICT confirms there is provisional funding through the Housing Market Renewal Programme to fund this initiative.

12. Risk Management Implication – The pilot scheme will enable us to consider the full risks of introducing these affordable products on a larger scale.  A steering group will also oversee the pilot.
13. Human Resources Implications   – The Council and partners have the capacity to oversee this pilot.
14. Equality and Diversity Implications – All eligible households will be able to access these products.
15. Crime and Disorder Implications – There are no crime and disorder implications arising as a result of this report.
16. Health Implications – Research indicates that high quality homes impacts upon physical and mental health of households.
17. Sustainability Implications – New homes will be built to meet the Homes and Communities Agency sustainability standards and the Council’s Sustainable Construction policy.
18. Human Rights Implications – There are no human rights implications.
19. Area and Ward Implications – The proposals have implications for current and future residents in the BNG area.
Background Information

20. The main background documents are:
· BNG’s research on ‘Practical, Affordable Housing Solutions’.

· Building Britain’s Future, Prime Minister’s Statement, 28 June 2009.

· Gateshead Housing Strategy 2007-2012.
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