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Report to Corporate Select Committee 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
Appendices Attached –  
Appendix 1- Delivery mechanisms  
Appendix 2 – CLG Right to Buy funding conditions  
 
1.        Reason for the Report  
1.1 To seek approval to introduce a grants programme to spend the Right to Buy 

receipts (RTB). Registered providers will be invited to bid for funding to deliver 
new affordable specialist housing across the borough.   

 
 
2. Recommendation 

That the Executive be recommended to; 

2.1 approve the option outlined in this report to develop a grants 
programme with local registered providers to spend the Right to Buy 
receipts and provide new specialist affordable homes 

 
2.2 approve in accordance with the Financial Procedure Rules, capital 

expenditure of £488,000 to award grants to registered providers to help 
fund new specialist affordable homes across the High Peak.   

 
2.3 To delegate the decision to award each grant to the Executive portfolio 

holder for Housing by way of an Individual Executive decision; 
 

2.4 To produce an annual report on the scheme setting out progress, 
funding and outcomes. 

 
  

TITLE:   Options for the use of Right to Buy receipts  
 
EXECUTIVE COUNCILLOR/ CLLR MCCABE 
PORTFOLIO HOLDER:   
 
CONTACT OFFICER:  Pranali Parikh -Regeneration Manager 
   
WARDS INVOLVED:  All 
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3. Executive Summary 
 

3.1 In 2012, the government allowed Councils to enter into an agreement to 
retain Right to Buy Receipts in order to build new affordable homes. 
Under this agreement the government restricted the contribution from 
the Right to Buy receipts to 30% of the cost of the replacement homes. 
The remaining 70% was required to be found by the Council or by 
working with a registered provider partner. Registered providers, 
formerly known as housing associations, are not for profit organisations 
providing housing for rent or shared ownership to people in housing 
need. The Council signed up to the agreement back in June 2012, 
approval was granted via an Individual Executive Decision (Council 
housing Right to Buy- delivering replacement homes, June 2012) 

 
3.2 The reasoning behind the 30% restriction is that evidence provided by 

the Homes and Communities Agency (HCA) indicates that it is possible 
to fund new homes let at Affordable Rent levels with no more than 30% 
required from Right to Buy receipts. As with the HCA Affordable Homes 
programme, the remainder of the cost will come a number of potential 
sources including borrowing against the net rental income stream from 
the new property, cross subsidy from the councils or registered 
providers own resources. 

 
3.3 Guidance from the Department of Communities and Local Government 

(CLG) states that there are two ways a council can spend the receipts 
on the provision of affordable housing. 

• Use the money itself to develop and manage the homes and contribute 
the additional 70% from its own resources; or 

• Transfer the receipts to another provider, with the other provider putting 
the remaining 70% funding into the provision. In this case the provider 
would be responsible for building and, normally, managing the homes 
but the Council would secure nomination rights to ensure that tenants 
are nominated through the Councils Choice Based letting system Home 
Options.   

3.4. The report makes recommendations about the most effective way to 
spend this funding opportunity.  After a full evaluation of the delivery 
mechanisms available, officers recommend the development of a 
grants programme be launched to registered providers currently 
actively managing stock and developing within the High Peak.  

 
4.        How this report links to Corporate Priorities  
 

4.1 Will support in the delivery of the corporate aim to ‘support economic 
development and regeneration’.   

  
4.2 Will support the achievement of the priority outcome of ‘Good quality 

social housing provision’  
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5.       Options and Analysis 
 

5.1 Option 1- Approve the recommendations outlined in this report which 
will enable officers to commence a Right to Buy grants programme 
enabling registered providers to build and manage new specialist 
affordable housing using Right to Buy receipts. Recommended   

 
5.2 Option 2- Officers do not progress work to develop a grants programme 

to spend right to Buy receipts. Officers will continue to explore other 
delivery mechanisms and funding is handed back to CLG with the 
appropriate interest accrued. Not recommended due to corporate 
priority to build affordable homes.  

 
5.3 Councillors have previously been presented with all the development 

options available to the Council, these are shown in appendix 1. The 
recommendation to develop a grants programme in partnership with 
local registered providers is based on the following; 

  
a. The Council has significant funding available from Right to Buy 

receipts. The money needs to be spent within 3 years, otherwise it 
must be repaid to CLG together with the interest accrued. The first 
tranche of £30,124.60 must be spent by the 31st March 2016. The 
total capital spend must be £100,415, with the registered provider 
funding the remaining 70% (£70,291) 

 
b. These receipts can only be used to build or acquire new affordable 

homes. The Right to Buy receipts can only comprise 30% of the 
total cost. 

 
c. If the Council were to develop affordable homes itself then it would 

need to find 70% of the cost. As properties are being sold through 
Right to Buy continuously and average sales are between 15-20 
properties per annum any in house development programme would 
be a long- term financial commitment. Given the changes 
announced in the Summer Budget which are likely to adversely 
affect the Housing Revenue Account (HRA) we consider that it 
would be imprudent to make a long-term commitment to Council 
house-building in advance of a full review of the HRA business 
plan. 

 
d. Registered Providers would provide affordable housing without the 

need for the council to fund the other 70% which releases the 
money allocated in the budget.  

 
e. In order to ensure residents registered on Home Options, the 

Council’s Choice-based Lettings system, were given priority to the 
new properties 100% nominations rights will be negotiated with the 
registered provider partner.   

 
f. Although the Council owns social houses, registered providers are 

able to generate higher levels of finance to fund new developments 
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as historically their rents levels are significantly higher than that of 
local authorities. 

 
g. The Council has limited HRA land available. The majority of sites 

are garage courts or open spaces on existing estates which are 
extremely difficult to bring forward.   

 
 Reasons for not being able to spend money earlier  

 
 5.4 When the Council originally signed up to the governments one for one 

replacement scheme, the drive behind doing  so was to invest the 
funding in new council homes and increase our stock holding. Work 
was undertaken by officers to develop this into achievable delivery 
mechanism where council land could also be utilised as well.  In July 
2015 as part of the summer budget the government announced that 
rents in social housing will reduce by 1% a year for 4 years. This will 
mean a 12% reduction in average rents by 2020-21 compared to 
current forecasts which will impact on forecast headroom within the 
HRA. Following the budget announcement and the impact this would 
have on the HRA an alternative delivery mechanism was needed to 
deliver new homes.  As Right to Buy receipts can only total 30% of the 
build costs a partner would be needed to fund the remaining 70%. This 
report is the result of the options explored to use the RTB money by 
developing the Right to Buy grant scheme which would enable 
registered providers to bid for funding directly from the Council. 

5.5 The other reasons for not being able to spend the money so far are: 

• The spending is reliant on external partners such as a registered 
provider. The impacts of the proposed rent reduction and the 
introduction of Right to Buy for housing association tenants has meant 
that registered providers are having to review their financial plans and 
development programmes.  

• CLG has set out restrictive guidelines as to how and what the funding 
can be spent on.  

• Even if a suitable site can be identified and a registered provider is on 
board it is difficult to complete and secure land in the private sector due 
to increased competition.  

• Officers had been working with a registered provider on a potential site 
in New Mills which had the capacity to deliver 9 bungalows and 4 
houses but the site became unviable due to high land value and high 
abnormal development costs.   

5.6 It is not possible to assure ‘prospect for success’ as we can’t make 
assumptions prior to receiving information. What we can do is to set out 
a robust process of assessment and keep open communication 
channels with all applicants and recipients to make sure we understand 
the issues if there are any and work together to overcome them. 

 

  
6. Implications 
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6.1
  

Community Safety - (Crime and Disorder Act 1998) 
 
There are no specific implications wit in this report 

6.2 Workforce 
 
There are no specific implications within this report 
 

6.3 Equality and Diversity/Equality Impact Assessment 
 
This report has been prepared in accordance with the Council's 
Diversity and Equality Policies. 
 

6.4 Financial Considerations 
 
As at 31st June 2015 there is £488,317 in Right to Buy receipts 
available to spend. The first tranche of £30,164.60 has to be spent 
by 31st March 2016 with the remaining funding to be spent in 
phases until September 2018.  
 
£704,470 of funding had been approved within the HRA Capital 
programme to fund the new build programme.  If the Right to Buy 
grants programme is approved, there is no requirement for the 
Authority to top-up the remaining 70% of new build costs and so 
this budget could be released. 

6.5 Legal 
 
The Council has powers under the Housing Acts in relating to the 
provision of affordable housing. A power of general competence is 
also available under section1 of the Localism Act 2011, the 
exercise of which is subject to any prohibitions or restrictions that 
may exist.  
 
Right to buy receipts must be applied in accordance with relevant 
legislation and guidance and particularly the Local Authority 
(Capital Finance and Accounting) (England) Regulations 2003 (as 
amended) and the terms of any agreement reached under the 
Local Government Act 2003 modifying the applicability of the 
regulations.  
 
Prior to an award being made, and in order that correct procedures 
are followed, consideration will be given to the Council’s 
procurement options, state aid compliance and general due 
diligence 
 

6.6 Sustainability 
 
Properties built with Right to Buy funding would meet the 
appropriate HCA design standards and would be compliant with 
building regulations.  
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Internal and External Consultation 
 
Currently there has only been internal consultation between 
services involved. 
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Risk Assessment 
 
A full risk assessment will be undertaken as part of the 
procurement exercise. Initial risks associated with an registered 
provider partnership would be around 

• Registered provider unable to deliver desired outcomes 
• Lack of sites, Council owned and private - sites constraints 
• Availability of resources within registered providers given 

summer budget announcements.   
Officers will take measures to mitigate against the risks outlined 
above these will include the development of a selection criteria and 
all successful registered providers will sign a grant agreement. 
Priority will be given the schemes which can demonstrate 
deliverability.  By progressing with a grants programme rather than 
procuring one registered provider partner the risks surrounding the 
availability of resources are significantly lower.  
  

7.         Background and Detail 

Right to Buy One for One replacement   

7.1   In 2012, the government allowed Councils to enter into an agreement to 
retain Right to Buy receipts in order to build new affordable homes.  
Under this agreement the government restricted the contribution from 
the Right to Buy receipts to 30% of the cost of the replacement homes. 
The remaining 70% would need to be found by the Council or by 
working with a registered provider partner. 

 
7.2 The guidance1 from CLG states that there are two ways a council can 

spend the receipts on the provision of affordable housing. 

• Use the money itself as a direct provider whereby the council finds 
70% of the cost of provision; or 

• Transfer the receipts over to another provider, with the other provider 
putting the remaining 70% funding into the provision  

 
7.3 Since the council signed up to this initiative back in April 2012 a total of 

49 properties have been purchased by tenants under Right to Buy 
resulting in the Council receiving £488,317. Under the funding regime the 
receipts have to be spent within three years, although the actual housing 
does not have to be complete by then. If the council is unable to spend 

1 Reinvigorating right to Buy and One for  One Replacement- Information for Local Authorities, March 
2012 
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the receipts within this time the funding must be repaid to CLG with 4% 
interest, which could total just over £70,000 by September 2018.  

 
 
 

  

 

 

 

 

 

 

 

 

 

7.4 Right to Buy receipts used to provide affordable housing cannot 
constitute more than 30% of the total development costs. Therefore, to 
use the £488,317 from Right to Buy receipts a further £1,139,405 (70%) 
must be found elsewhere, making the total spend required of £1,627,722. 
On average between 15 -20 properties are sold through Right to Buy 
each year.  

7.5 The Council currently has £704,470 approved within the HRA capital 
programme to fund the new build programme.   

7.6 However, there is uncertainty around the HRA Business Plan affordability 
following the Government announcement to reduce rent by 1% for the 
next 4 years.  Therefore, the financial position of the HRA is under review 
to identify areas of saving.  

7.7 If the Right to Buy grants programme is approved, there is no 
requirement for the Authority to top-up the remaining 70% of new build 
costs and so this budget could be released.    

8  Delivery Options    

 8.1 Officers have investigated various possible delivery options including 
direct development, a council owned housing company, joint venture and 
working with a registered provider partner. After considering all these 
options officers consider that working with a registered provider will 
deliver the desired outcome to provide more affordable homes most 
efficiently (appendix1).  

 8.2 There are two possible ways a partnership could be formed with 
registered provider. The first is that we could procure a registered 

Spent By 
RTB 

Receipt 
Capital Spend 

Required 
 Interest 
payment 

Payment to 
Government if not 

spent 

  £ £ £ £ 

Mar-16 30,124.60 100,415.33 4,328.13 34,452.73 

Dec-16 60,023.07 200,076.91 8,623.79 68,646.86 

Mar-17 133,793.06 445,976.87 19,222.64 153,015.70 

Sep-17 12,222.96 40,743.21 1,756.13 13,979.09 

Dec-17 128,870.73 429,569.10 18,515.43 147,386.16 

Sep-18 123,282.20 410,940.67 17,712.50 140,994.70 

Total   488,317 1,627,722 70,159 558,475 
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provider partner who would for a set number of years be tasked to 
identify and bring forward suitable developments sites to utilise the right 
to Buy receipts. The issue identified with this particular delivery 
mechanism is that it would be time-consuming to procure a single 
developer partner, it would rely on one registered provider being able to 
secure sites from the open market where they would be competing 
against private developers and potentially other registered providers, it 
would require significant management resource to ensure that the 
partner delivers against the partnership agreement.  

 8.3 The preferred delivery mechanism is to develop a grants programme 
where registered providers would bid for funding on a site by site basis. 
This approach would enable the Council to assess the most effective and 
efficient method to deliver specialist affordable housing, to encourage 
through competition for scarce resources greater innovation in funding, 
design and delivery, and make changes to the use of resources more 
quickly in order to address changes in housing need.  

9  Registered Provider grants programme 
 

9.1 It is proposed that the Council invites bids for Right to Buy receipts 
grant funding from registered providers to support their affordable 
housing development schemes. The opportunity to bid for funding will 
be open to all registered provider, as part of the evaluation criteria 
providers will need to demonstrate how local and sustainable housing 
management will be provided to the new homes.  

 
9.2 It is proposed that a bidding opportunity will be announced who will 

then be given the opportunity to bid for funding on the first come, first 
served basis. Priority will be given to bids which meet the council 
aspiration to develop specialist accommodation particularly for older 
people. The key assessment criteria will include:  

 
 Value for money  
-Bidders will need to demonstrate that constructions cost and other 
eligible on costs are in-line with the grant agreement 
- A full financial appraisal will be submitted for each scheme and will be 
independently assessed  
- Costs will be compared and benchmarked against national and local 
averages where possible. 
 
Deliverability 
- Bidders will need to demonstrate a good prospect of delivery within 
the timetable outline in para 7.3 
- Part of the deliverability assessment will consider land ownership with 
land already in the providers ownership scoring more highly. 
- Bidders must demonstrate support from planning officers for each 
scheme submitted. Those sites which have already secured planning 
approval or have had positive pre- application discussions will score 
more highly  
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Meeting local need 
- Bidders must demonstrate how the scheme meets local housing need. 
Consideration will only be given to schemes which seek to provide 
specialist accommodation for older people. 
- Bidders must demonstrate the suitability of each site for specialist 
accommodation and demonstrate they have considered transport links 
and access to services and amenities for residents.  
-Bidders must outline what measures will be out in place to ensure local 
management of the new dwellings. 

 
Design Standards  
- Bidders must demonstrate the scheme is in-line with current HCA 
design and size standards.  
 
 Regeneration/ community benefits 
- Bidders will score more highly where they can demonstrate 

additional regeneration or community benefits.  
   

9.3 Bidders will be required to submit a full development appraisal to justify 
the funds applied for. Applications will be assessed in detail only if there 
is sufficient fund available for the ask. 

 
9.4 All successful bidders will be required to enter into a grant agreement 

with the council. The grant agreement will include a delivery 
plan/timescales and grant payments will be schedules to agreed 
milestone achievements.  A nominations agreement will also be 
included to secure 100% nominations to the dwellings.  

 
9.5 The grant agreement signed by the council only permits certain 

development costs to be funded by Right to Buy receipts. After initial 
discussions with a registered provider the conditions imposed appear to 
mirror the requirement requested by the HCA as part of the Affordable 
Homes programme so registered providers are already able to meet 
this requirement. A full breakdown of these costs is provided in 
appendix 2 

 
9.6 Guidance from CLG gives the example of a new home costing 

£140,000 to build, the Right to Buy receipt would contribute up to 
£42,000. The remaining £98,000 would be funded by the registered 
providers through external borrowing.  

 
9.7 The Affordable Home Programme (AHP) typically funds 20% of the 

developments costs, the Right to Buy receipts can fund up to 30% of 
the developments costs. The reason for this difference is that as part of 
the AHP registered providers are able to convert re-lets of existing 
social rented homes to Affordable Rent. This cross subsidy is not 
permitted when using Right to Buy funding.   

   
9.8 It is proposed that each site will be judged on their own merits and the 

Council is not seeking to impose an average grant rate across the bids, 
but will contribute up to 30% of the eligible development costs.  The aim 
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of the Right to Buy receipts grant programme is to provide additional 
affordable homes. Published guidance states that Right to Buy receipts 
cannot be combined with 2015-18 HCA Affordable Homes grant to fund 
the same home. Each funding steam could be used separately to fund 
distinct homes on the same scheme. (So for example, if a local 
authority is proposing to deliver a 15 units scheme of affordable homes, 
and fund 10 of those with Right to Buy receipts, it could apply for 2015-
18 affordable Homes programme funding for the 5 remaining homes)  

 
9.9  The chosen registered provider will submit detailed proposals to the 

Council at regular intervals for each site. An additional benefit is that the 
time pressure of spending the receipts would be reduced as the council 
could transfer 50% of the grant over when the scheme commences (as 
the HCA currently do with their grant). The other 50% would be paid 
when the scheme reaches completion.  

9.10 The governments housing strategy ‘ Laying the foundations: A Housing 
Strategy for England 2011, actively encourages a range of housing 
options, including Extra Care, retirement and sheltered accommodation, 
as well as encouraging new homes to be built to Lifetime Homes 
Standard.     

10 Delivery timetable  

 10.1 In order to meet the timescales outlined in paragraph  7.3 the following 
timetable is proposed.  

Action Date by 

Develop bid evaluation criteria 19th January 2016 

Launch grant scheme and invite 
bids from registered providers  

20th- 22nd January 2016 

Assess and evaluate bids  25th - 29th January 2016 

Successful RP informed  1st February 2016 

Total scheme costs confirmed and 
grant agreement signed  

29th February 2016  

First Right to Buy grant payment  31st March 2016  

 

Dai Larner 

Executive Director 
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Web Links and 
Background Papers 
 
Affordable Housing Progress 
Report (September 2015) 
 
 
 
 
 

Location 
 
 
Buxton Town Hall 

Contact details 
 
Kate Hall, Housing 
Strategy Officer 
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Appendix One - Delivery mechanisms  
 
Vehicle  Form Investment and 

return 
Issues to consider 

Direct development Council building 
financed through the 
HRA or borrowing 
 
 
Financial investment 
by the council 
outside of the HRA in 
the general fund 
(commuted sums 
budget or proceeds 
from sale of assets) 
 
 
 
  

Investment through 
the HRA or via 
borrowing up to 
centrally prescribed 
cap 
 
Council would reduce 
developments costs 
by utilising own 
assets and land 
holdings 
 
Direct return to 
council through rental 
income and capital 
appreciation 

Need to undertake a 
risk and optional 
appraisal- the 
investment risk may 
be offset by the 
development of a 
potentially valuable 
asset 
 
Borrowing through 
the HRA is limited by 
a centrally set cap.  
 
Impacts of borrowing 
on long term HRA 
business plan. 
 
Council would retain  
100% ownership of 
the properties and 
increasing stock 
numbers could 
increase the value for 
money of 
management 
function 
 
As properties would 
be held in HRA they 
would be eligible for 
RTB   

Council owned 
housing company 
(100% owned council 
subsidiary) 

Power to set up a 
trading activity 
established by the 
well-being power of 
the Local 
Government Act 
2000 and the 
Localism Act 2012 

Significant Council 
investment to setup 
company in addition 
to developing new 
homes 
 
Direct return to 
council through rental 
income and capital 
appreciation 
 
 

Investment is offset 
by the development 
of a potentially 
valuable asset  
 
Council would need 
considerable land 
assets and long term 
development 
opportunities to 
sustain housing 
company 
 
Properties would still 
be subject to RTB 

Joint venture 
(Council would own 
between 49-50% of 
assets and public or 
private sector partner 

Council and private 
commercial venture. 
Risks and rewards 
are split between the 
partners 

Council provides 
land/ funding, partner 
provides funding 
 
Rewards are split 

Council would not 
have overall control 
of the project 
 
Risks are shared but 
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would retain 
remaining 50-51%)  

between the partners 
depending on 
contract 
arrangements 
 

as are the potential 
rewards  
 
Depending on 
partner, properties 
may be given on 
assured short hold 
tenancy and would 
be exempt from RTB. 
This may change 
with proposal to 
extend RTB to RPs 

Development with 
registered provider 

Council investment 
of land, use of right 
to but receipts or 
financial investment 
to fund new build 

Council would 
contribute 30% of 
total developments 
costs in line with 1 for 
1 replacement policy. 
RP would finance 
remaining 70% of 
project through 
borrowing and 
internal subsidy.  

Risks are shared but 
as are the potential 
rewards  
 
Potential issues 
around management 
of new stock as 
Council has retained 
landlord function. 
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Appendix two - Right to Buy receipts, developments costs2  
 
Eligible developments costs  
Acquisition 

• Purchase price of land/site- excluding land already in the ownership of the 
Council 

• Stamp Duty land Tax on the purchase price of land/site 
 
Works  

• Main works contract costs (excluding any cots defined as on costs). 
• Major site development works. These include piling, soil stabilisation, 

road/sewer construction, major demolition. 
• Statutory agreements, associated bonds and party wall agreements. 
• Additional costs associated with complying with archaeological works and 

party wall agreements awards. 
• Irrecoverable VAT on the above 

 
On costs 

• Legal fees and disbursements 
• Net gains/ losses via interest charges on development period loans 
• Building society or other valuation and administration fees. 
• Fees for building control and planning permission 
• Fees and charges associated with compliance of European Community 

directives, and any requirements relating to energy rating of dwellings, Eco –
Homes certification and Housing quality Indictors.  

• In-house or external consultant fees, disbursements and expenses (guidance 
varies for design and build contracts) 

• Insurance premiums including building warranty and defects/liability insurance. 
• Borrowing administration charges 
• An appropriate proportion of the development and administration costs of the 

Authority or the body in receipt of funding from the Authority.  
 
 
Some items will not qualify as development costs unless the Authority can clearly 
demonstrate that such costs are properly chargeable to the social housing, i.e. for the 
sole use of the residents or to comply with any statutory obligations that may have 
been imposed. 
Examples include 

• Works to any road which do not exclusively serve the social housing 
• Landscaping to areas of land which lie outside the boundaries of the land on 

which the social housing is situated 
• Trunk sewer and sewage disposal works 
• Special refuse treatments building 
• Public conveniences 
• Community halls, clubs, recreation rooms. 

2 Agreement- Section 11(6) of the Local Government Act 2003 
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