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To: HOUSING COMMITTEE 

NORTH LANARKSHIRE COUNCIL 

Subject: FLEXIBLE TENURE SCHEME 

REPORT 
AGENDA ITEM No. ........., L..,d 

Date: 29TH MARCH 1999 Ref GW/MP/CAB/S 

From: DIRECTOR OF HOUSING 
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INTRODUCTION 

The purpose of this report is to advise the Housing Committee of the proposed introduction of a 
flexible tenure scheme in conjunction with West of Scotland Housing Association. 

The purpose of the scheme is to assist owner occupiers who are facing repossession due to mortgage 
difficulties and owners who are required to participate in major common repairs/improvements 
remain in their homes on an assured tenancy basis. 

BACKGROUND 

The Housing Department is often contacted by owners (usually former Right to Buy applicants) 
requesting that the Council purchase their home as they can no longer afford to meet the mortgage 
payments but would like to remain in the same house as a tenant. 

Significant problems and difficulties are also often faced by the Council encouraging former Right 
to Buy applicants to participate in common repair/improvement work. 

This project would improve the range of options which are available to owners in the circumstances 
outlined in paragraphs 2.1 and 2.2. 

FLEXIBLE TENURE SCHEME 

Full details of the proposed Flexible Tenure Scheme are outlined in Appendix 1, the main points of 
the scheme are summarised as follows :- 

(i) Introduction of Flexible Tenure Scheme to be on a pilot basis with a full review of the 
project to be undertaken after the first year of operation. 

(ii) The scheme would be available to all owner occupiers up to a maximum property value of 
&70,000. In practice it is envisaged that most applicants would be former Right to Buy 
applicants, however there will also be owner occupiers in non Council property who would 
become homeless if they could not remain in their homes as a tenant. 

(iii) Where major repairs are anticipated the Council will consider payment of grant on an 
application from the owner who may be West of Scotland Housing Association. 

(iv) The proposed rents are outlined in Paragraph 7 of Appendix 1 and it is confirmed that rent 
levels are likely to be eligible for Housing Benefit. 
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LABURNUM ROAD 

Committee previously considered an application from the owners at X Laburnum Road, Viewpark 
to repurchase their home and it was agreed that the owners are offered immediate advice and 
assistancFindicating that the Council cannot respond to their request until the wider repercussions 
of adopting a buy back policy are considered, and the whole area of buying back former Council 
stock be considered in more detail together with shared ownership/equity share schemes which are 
already being considered in relation to owner occupation in the Capital Programme. 

It is proposed to revisit the owner at X Laburnum Road to establish whether their circumstances 
remain the same and, if so, to outline the availability of the flexible tenure scheme. 

CONCLUSION 

This project will provide a further resource to assist owner occupiers in the circumstances outlined 
in Paragraph 2. Whilst the project will be introduced on a small scale basis initially this will allow 
consideration of the overall demand for this type of assistance as well as an evaluation of the 
project, or similar type projects which could be developed in the future. 

It should also be noted that if a former Right to Buy applicant applies to have their house 
repurchased as part of this scheme within the 3 year discount clawback period, it is unlikely that 
they would find this option attractive, especially near the beginning of the 3 year period. 

RECOMMENDATIONS 

Committee is asked to agree :- 

(i> The introduction of a Flexible Tenure Scheme, as outlined in this report, in conjunction 
with West of Scotland Housing Association. 

(ii) The owner of X Laburnum Road is visited and made aware of the introduction of the 
flexible tenure scheme as outlined in Paragraph 4.2. 

BACKGROUND INFORMATION 

Available from the Housing Department. 

G Whitefield 
Director of Housing 

flerdoc 
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DISCUSSION PAPER 
PILOT FLEXIBLE TENURE SCHEME (RTB MORTGAGE RESCUE) 
NORTH LANARKSHIRE COUNCIL AND 
WEST OF SCOTLAND HOUSING ASSOCIATION 

Introduction 

1.1 

2 

2.1 

2.2 

2.3 

2.4 

North Lanarkshire Council Officials asked West of Scotland Housing Association 
to develop a facility, which will allow households threatened with repossession or 
having difficulty keeping up with mortgage payments to sell their home to the 
Association and remain as a tenant under an Assured Tenancy. It was envisaged 
that the project would also assist owners with limited resources who are required to 
participate in common repairshmprovement schemes. 

Outline Proposals 

The object is to avoid owner occupied households being repossessed by offering a 
facility, which would allow: - 

Continued occupancy of the family home under an assured tenancy 
A social rent which the tenantlfamily can fund through available income 
sources andor the benefit mechanism 
Within six weeks of the transaction, the dwelling upgraded to an 
acceptable and safe condition 
Access to an efficient repair and maintenance service, included in the rent 
charge 
Access to transfer and mobility mechanisms within the socially rented 
sector 
A contractual right to purchase the dwelling at a current valuation 

The selling price to West of Scotland Housing Association would be 85% of the 
current market value as assessed by The District Valuer or other suitably qualified 
person. The cost of bringing the property up to an acceptable and safe standard 
would be deducted fkom the agreed price and the work carried out within six weeks. 

The rent charged will be based on the borrowing required to fund the transaction 
thus if the owner wishes, the house could be sold for less than 85% in order to 
achieve a lower rent. The housing association will pay the valuation and legal fees 
relating to the acquisition transaction. The owner-occupier’s legal fees and any 
redemption penalties on their existing mortgages will be their responsibility. 

Transfer and mobility mechanisms will be available to owner-occupiers who 
become tenants of West of Scotland Housing Association. However, exchanges 
will not unless the rent being charged approaches closely to the Association’s Rent 
Setting Policy for traditionally funded dwellings. 
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3. Duration of Pilot Scheme 

3.1 Twelve-months from its inception the pilot scheme will be formally-reviewed. The 
review methodology requires to be agreed but should include investigating success, 
failure and satisfaction from the point of view of the participating 
occupiers/tenants. 

4. TvPes of ProPerty 

4.1 The pilot scheme will not be restricted to ex NLC right to buy property. Therefore, 
the marketing strategy will be designed to ensure penetration into other sectors. 

4.2 Whilst the project is being piloted, West of Scotland Housing Association will not 
purchase non-traditional house types, including flats in multi storey developments. 
However, under “selection and eligibly criteria” below, owners who cannot afford 
to carry out major common repairs have been included thus non-traditional house 
types within North Lanarkshire Council’s capital programme may be considered. 

4.3 In practice the scheme will only work if: the Owner/Occupier’s total indebtedness 
to their mortgage provider and other suppliers of credit, is less than 85% of the 
current value of their property less any agreed deductions to bring the property up 
to an acceptable and safe standard. The recent Housing Green Paper identifies a 
need to further develop flexible tenure schemes and this may lead to the availability 
of grant assistance in low property valuehigh indebtedness cases, which could also 
assist where the house type is non-traditional. 

4 .4 Any property to be considered for purchase must be situated in a suitable location 
to allow fiture management arrangements to be viable. There may also be scope for 
North Lanarkshire Council to manage individual properties on behalf of West of 
Scotland Housing Association. This would be considered further on a case by case 
basis and reported to the Housing Committee and West of Scotland Housing 
Association’s Management Committee as appropriate. 

5. Selection and EliPibilitv Criteria 

5.1 The pilot scheme will be restricted to owner-occupiers. Whilst it will not be 
restricted to ex NLC right to but property, non-right to buy property will be 
restricted to a maximum current market value of “E70,OOO”. 

5.2 The rules, set in place fiom time to time by Scottish Homes, for the granting of a 
benefit to a committee member, employee or any person connected to these groups 
shall apply to both West of Scotland Housing Association and North Lanarkshire 
Council. In operating the selection and eligibility criteria all parties will strive to 
achieve maximum visibility and accountability. 
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5.3 To be eligible an owner-occupier must: - - 

5.3.1 Have used the property to be purchased by West of Scotland Housing 
Association as hisher main residence continuously during the previous 
eighteen months prior to the date of application under this scheme. 
Temporary absences abroad, in prison, etc will be ignored. 

5.3.2 Be in mortgage arrears with no immediate prospect of recovering the 
situation. Or, be unable to h d  their share of major common repairs and 
improvements. 

5.3.3 Have no inhibitions, injunctions, etc current or pending against the 
individual or the property and have total projected commitments which post 
sale will not prejudice their ability to pay the agreed rent to the Association. 
(See paragraph 8 below). 

5.3.4 Post sale, be projected to have savings no greater than E25,OOO; thus the 
net/free sale proceeds must not exceed that sum. 

5.3.5 Be willing to abide by the judgement of the District Valuer or other suitably 
qualified person with regard to the market value of the property in both the 
sale and, if applicable, repurchase transactions. 

5.3.6 If applicable, accept the Housing Association’s proposals to upgrade the 
dwelling to an acceptable and safe condition and the cost thereof. 

5.3.7 Allow references to be taken fiom any previous landlord, within the last 5 
years. 

5.3.8 Agree to become a tenant within hisher home on the Association’s standard 
assured tenancy agreement. 

6. North Lanarkshire Council - Imorovement Grants 

6.1 Property to be purchased by West of Scotland Housing Association, upon which 
improvement grant is to be paid prior to the date of entry, will be valued such as to 
compensate the Association for any liability to fund the non-grant-aided portion of 
the works. 

6.2 Property, which is to be part of a North Lanarkshire Council major repair and 
improvement scheme, may be sold to the Association who may wish to pursue 
grant application. The purchase price will be adjusted to reflect the Association’s 
liability for the non-grant aided portion of the works. 

6.3 There are no repayment conditions on improvement grants should a property be 
resold and continue to be used as a domestic dwelling house. 
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7. Proiected Rent Levels 

7.1 
- - 

At 1998/99 prices, the base rent will be €101 per month with E l  1 per month added 
thereto for every €2,500 step in the valuation price. Therefore, a dwelling valued at 
S30,OOO will attract a monthly rent calculated as follows: - 

Base Rent €101 
(30,000/2,500) x €1 1 - 132 

€233 

7.2 In the above example a valuation of E35,OOO would require €22 per month to be 
added thus the rent would be €255 per month or €3,060 per annum. 

7.3 The foregoing examples are subject to variation depending on the cost of 
borrowing. Interest rates are low and projected to go lower, therefore, if a 
borrowing fund could be established at a reasonably low fixed rate of interest, then 
the rent levels during the pilot scheme could be maintained at the above levels or 
indeed lower. 

7.4 West of Scotland Housing Association’s track record with private funders is 
excellent. Preliminary discussions have been held with a large “high street” bank 
and no difficulty is envisaged raising loans for this scheme. 

8.0 Rent Determination 

8.1 As an essential condition of the missive of sale, a pre tenancy rent determination 
will be obtained from the Rent Oficer based on the rent calculation methodology 
described above. This will ensure housing benefit eligibility and should be carried 
out in conjunction with confirming the applicant’s ability to pay the agreed rent 
described at paragraph 5.3.3 above. NB receipt of purchase price by the applicant 
may affect housing benefit eligibility. 

9. Subsequent Sale of Dwelling 

9.1 The tenant will have the contractual right to repurchase the dwelling at a current 
market valuation as determined by the District Valuer or other suitably qualified 
person. Rent to mortgage arrangements will not be available particularly if rent is 
being h d e d  through the housing benefit system. 

9.2 Should the dwelling become vacant, for whatever reason. Then it will either be 
resold on the open market or relet depending on a number of factors, particularly 
the amount of rent required to service existing borrowing. This will normally be 
more than the Association’s rent setting policy. If relet then existing nomination 
agreements with North Lanarkshire council will be honoured. 

9.3 Before the sale of any dwelling, the titles will be changed to incorporate a real 
burden for common repairs and clarify ongoing factoring arrangements where 
possible and practicable. 
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10. Marketing of the Scheme 

Leaflets will be produced incorporating an application form. These will be 
available from Council offices and West of Scotland Housing Association. The 
Citizens Advice Bureau will be briefed together with other advice agencies and 
Council officers by issuing an information bulletin together with a small supply of 
the aforementioned leaflets. 

Banks, Building Societies, other lenders and local Financial Advisors will be 
advised, probably through a series of meetingsheminars. This could be time 
consuming but is thought to be the best targeting methodology for what will be the 
largest source of referrals. 

The local press should be targeted, by holding a formal launch of the scheme and 
concurrently the housing journals could be targeted through press releases. 

1 1. Service Levels 

Detailed forms and procedures will require to be designedwritten. These should 
include reaction times, a detailed step by step guide to the procedure and an 
explanation of the service levels offered by West of Scotland Housing Association 
as a Landlord. 

West of Scotland employs an officer who is responsible for the marketing and sale 
of shared ownership property. This includes individuals buying an additional share 
in their homes, re-sales and processing the legal paperwork between the various 
sets of Lawyers. With the expected downturn in Scottish Homes funding for shared 
ownership, RTB mortgage rescue activity should be within this officer’s workload 
capacity. 

12. MonitorinP and Reporting 

A system of reporting by West of Scotland Housing Association will be agreed 
with the Council and put in place. This will include non-financial performance 
standards and reporting of expenditure administering the scheme, including losses 
or surpluses on the resale of property. 
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