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1
PURPOSE

1.1
To agree with elected members a procedure for calculating the Resale Covenant (Discount Buy Percentage) for Affordable Housing. To be used in council literature and information items to encourage the development of Affordable Housing. 

1.2
Relevance to the Council’s ambitions and priorities

· Council Ambitions - Match the supply of homes in our area with identified needs.
· Community Objectives - Access for all, community cohesion and planning.

· Corporate Priorities -  Objectives 1,2 and 3.
· Other Considerations – None.

2
BACKGROUND

2.1
Currently no formal agreement for calculating the percentage discount buy on new affordable housing. It is proposed that we use the following formula:

100 – ((Median Affordable Mortgage £ ( Average Market Value £) x 100) = % Discount Buy

2.2
The Median Affordable Mortgage (£) is calculated from the Parish Housing Needs Survey based on the income of households interested in that type of property and is no more than 3x the gross income of the household.

2.3
The Average Market Value for the property is derived from the developer / agent securing 3 realistic* valuations of the property (off the plan) from 3 independent Estate Agents. The average of these 3 valuations is then taken to produce the ‘average market value’ of the property.   


*All properties will be subject to an end valuation by the District Valuer.

2.4
This formula has been derived from the case examples in the attached Appendix, which are based on the Local Housing Needs Survey for the individual parishes.  
3
RISK ASSESSMENT

3.1
The approval of this report may have the following implications

· Resources – None.

·  Technical, Environmental and Legal - Use of Formula within Section 106 Agreements for Discount Buy Affordable Housing Properties.

· Political – None.

· Reputation - Improved relationship with developers and housing associations through the use of a transparent formula. 

4
RECOMMENDED THAT COMMITTEE
4.1. Committee to comment and agree on the proposed method for calculating the resale covenant (discount buy percentage) for affordable housing. 

DIRECTOR OF COMMUNITY SERVICES 

BACKGROUND PAPERS

1
Calculation of % Discount Buy for affordable housing properties within Ribble Valley.

For further information please ask for Rebecca Lawlor, extension 4587.
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