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Ministerial Foreword

Stock transfer has had a profound impact on social housing in England. Since 1988
around 1.3 million former council homes have been transferred to the ownership of
private registered providers. That's enabled billions of pounds of investment in bringing
homes up to a decent standard and the delivery of thousands of new affordable homes
by newly created private registered providers of social housing.

The introduction of self-financing from April 2012 means that we have needed to re-
think the case for transfer. For the first time we have put the financing of local authority
housing on a stable, long-term footing, and we would not expect to see the numbers of
transfers we have seen in the past.

The tough decisions we have to make to tackle the deficit inh from the last
Administration mean that we will need to look hard at propo nsfer stock to
ensure that they represent good value for money.

The approach we have set out to support that assess new one, which, as
responses to our consultation on the draft manual , raises the bar for
transfer. But where the business case st@ks transter is backed by tenants, this
manual makes clear we will facilitate and su@po fers, including through providing
Government support for debt write-off. u\

We want to encourage not only stock=~
existing private registered provid c
may provide. Alongside this ma@ual w laying before Parliament the Right to
Transfer Regulations which f st time give local authority tenants a statutory
right to initiate a trangfer pro8@ss and require the local authority to co-operate as
tenants explore the

Responses to our con§#ftation on the draft manual sought clarification on a number of
issues. | hope this maf@al provides that additional clarity whilst remaining a much
shorter document than it 2005 predecessor. That reflects an approach that is based
more on principles than detailed prescription; one that | hope will encourage innovative

approaches to transfer that will deliver real benefits to tenants and local communities.
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Kris Hopkins MP
Parliamentary Under-Secretary of State



1. Introduction

1.1. Housing transfer is the voluntary transfer of ownership of all or some of a local
authority's tenanted and leasehold homes to a private registered provider (see
Section 2 for definitions) in return for a payment for the value of that stock.

1.2. Government wants to encourage transfer where this represents good value for
money and where it will lever in additional private investment that delivers growth
through:

e more affordable housing;

¢ local economic activity; and

e providing a robust, long-term future for estates and neighbourhoods,
including by compliance with the Decent Homes Standard.

1.3. As the written ministerial statement of 10 May 2013* makes clear, the
Government wants to see a focus on refurbishment and improvement of rundown
or vacant properties rather their demolition. We would expect, in line with George
Clarke’s 12 point plan?, landlords to consider options to upgrade and refurbish
existing homes, in consultation with tenants, prior to considering demolition.

a
1.4. Government is particularly interested in supporting transfers that are part of a

wider vision for achieving or maintaining local growth. The Government will
continue to explore options for increasing the role existing private registered
providers may, with the support of tenants, be able to play in delivering those

objectives through tran;fer.' "

1.5. Government expects transfer to support transparency. Landlords to whom stock
is transferred should be O@n and accountable to their tenants and the wider
public.

1.6. This manual replaces the 2005 edition and its 2006 Supplement, and applies (in
whole or part) to all housing transfer applications. This edition is issued jointly by
the Homes and Communities Agency (HCA), the Greater London Authority (GLA)
and Department for Communities and Local Government (DCLG). It applies to
transfers in the period to March 2015. Annex G sets out an indicative timetable for
the process from submission of a transfer application to Secretary of State
consent to transfer.

1.7. This manual is aimed primarily at local authorities considering or pursuing transfer

1

http://www.publications.parliament.uk/pa/cm201314/cmhansrd/cm130510/wmstext/130510m0001.htm#13
051033000001
2 http:/Mww.emptyhomes.com/what-we-do-2/campaign-demands/2470-2/



1.8.

1.9.

but will also be of interest to tenants and prospective recipient landlords. It sets
out the process a council is required to follow in order to gain consent from the
Secretary of State to transfer and the issues that will be considered in assessing
individual transfer applications. It describes the submissions required ahead of
the final application for consent, and the criteria by which these submissions will
be assessed.

This process is designed, in particular, to ensure that a transfer receiving consent
will deliver maximum benefit, in terms of Government priorities, for minimum cost.
Councils will, in general, hold debt secured against their housing stock and
serviced by its rents. When stock is transferred the related debt will need to be
repaid, and if the Transfer Value of the stock is insufficient for full repayment,
central Government will be required to assist. This is a process known as
overhanging debt write-off. Minimising cost through the transfer process means
ensuring transfer values are maximised and overhanging debt write-off
minimised.

A
Consultation with tenants during transfer is governed by statute (Schedule 3A to
the Housing Act 1985). The relevant statutory guidance, issued in July 2009,
should be read alongside this manlﬁl and c3h bagefssed at:
https://www.gov.uk/government/publi
selling-their-homes-to-a-privgte-|

on sulting-council-tenants-about-
atutory-guidance




2. The Housing Transfer Process

2.1. For transfer to take place the consent of the Secretary of State under sections 32-
34 and/or 43 of the Housing Act 1985 is required. Before giving that consent and
agreeing to provide any support for debt write-off, the Secretary of State will wish
to be sure that the proposal offers value for money; accords with Government
policy; has the support of the tenants involved; and provides them with the
protection of a regulated landlord.

2.2. The Secretary of State will consider these matters in full when deciding whether
to grant consent to the transfer. In addition, prior to proceeding to formal
consultation, the local authority must have its application for transfer approved by
the HCA or GLA. Where Government support for overhanging debt write-off is
sought, the application will be assessed by HCA or GLA in conjunction with
DCLG and HM Treasury and DCLG and the decision on whether to provide
support will be made by DCLG Ministers. The decision on whether to approve an
application will be based on an assessment of the business case for transfer, as
described below. \

2.3. The Transfer Manual (“the manual”) is divided into five further sections,
corresponding to the main activities and decisions in the transfer process.

e Section 3: Deciding to p tra \rpreliminary activity, leading to a
decision to pursue transfer;
e Section 4: Submissi
transfer by demon
costs, including, @ere
e Section [
formally
e Section 6:

ication — preparing an application for stock
aximisation of benefits and minimisation of
nt, specifying any required debt write-off;
of a formal consultation proposal — preparing to

requirements — parallel Regulatory activities, including
submission @ a registration application for a new landlord (where relevant)

e Section7:S ission for Secretary of State's consent and completing the
transfer — completing the process.

2.4. A local authority pursuing transfer and the receiving landlord will also need, in
parallel, to pursue the financing of the transfer.

2.5. Any organisation receiving local authority stock must be a private registered
provider registered with the Social Housing Regulator (“the Regulator”). It can be
a not-for-profit or a for-profit organisation. Such a recipient is referred to in this
manual as a private registered provider to distinguish it from the transferring local
authority, which is also a registered provider. Not-for-profit private registered
providers are informally known as housing associations.



Large Scale Voluntary Transfers

2.6. A Large Scale Voluntary Transfer is the transfer of 500 or more tenanted and
leasehold properties. A Large Scale Voluntary Transfer can include all the stock
owned by a local authority or a part of it. The latter is known as a partial stock
transfer. Any Large Scale Voluntary Transfer which requires central Government
to write-off housing debt or associated earlier redemption premiums will need to
follow all stages set out in the manual. (Note paragraph 7.14 which specifies
which early redemption premiums will be supported by central Government).

2.7. A local authority wishing to carry out a Large Scale Voluntary Transfer which
requires central Government to write-off housing debt may apply at any time
through submission of an application (see Section 4). As noted in Section 3, the
HCAJ/GLA will expect to have significant contact with a local authority prior to the
submission of an application, and hence would expect to be already aware of any

such proposals.
”

2.8. A local authority wishing to carry out a Large Scale Voluntary Transfer which
does not require debt write-off or Government support for early redemption
premiums will be required to follow a similar process including approval from the
HCA/GLA to proceed to formal consultation, but no DCLG approval will be
required beyond provision of consent to transfer from the Secretary of State at the
end of the process. There will be scope to reduce the application requirements on
a case by case basis at the discretion of the HCA/ GLA. As noted in Section 3 the
HCA/GLA will expect to have had significant contact with a local authority in this
position prior to the submission of an application.

N W
Small Scale Voluntary Transfers
A Y, O
2.9. A Small Scale Voluntary Transfer is the transfer of 499 or fewer tenanted and

leasehold properties over 5 years or less. Government support for overhanging
debt is not available for Small Scale Voluntary Transfers.

2.10. A local authority wishing to carry out a Small Scale Voluntary Transfer will be
required to follow a similar process to that described for Large Scale Voluntary
Transfers in paragraph 2.8 above, including submission of an application.
However there will be scope to reduce the application requirements including the
following:

e in Annex A, Application Pro-Forma, the level of detail provided against
narrative questions should be commensurate with the scheme's size
and complexity;

e whilst a completed Transfer Value Reconciliation is required,
supporting information should be commensurate with scheme size;

e a Cost Benefit Analysis will not be required.



2.11. As noted in Section 3, the HCA/GLA will expect to have had significant contact
with a local authority in this position prior to the submission of an application.

Community Led Stock Transfers

2.12. Where a tenant group brings forward transfer proposals under The Housing
(Right to Transfer from a Local Authority Landlord) (England) Regulations 2013,
then the process set out in this transfer manual applies in the same way
depending on whether the community led stock transfer is a Small Scale
Voluntary Transfer or a Large Scale Voluntary Transfer, and in the latter case,
whether they are seeking Government support for debt write-off.

2.13. Tenant groups interested in pursuing transfer should in the first instance
familiarise themselves with the Right to Transfer Regulations and the associated
statutory guidance.

2.14. Broadly the provisions of the transfer manual apply from the stage at which the
tenant group has presented its feasibility study to the local authority and this has
been accepted. Tenant groups are recommended to engage at an early stage
with the HCA (or in London, the GLA). The HCA/GLA will not consider a transfer
application whilst a request for a Determinationvfrom the Secretary of State is

outstanding.
o\

The Role of Government and its Agencies
| RN °

Role of the Department for Communities and Local Government (DCLG)

2.15. DCLG is responsible for:
e setting, a
for money

xinterpreting the overall policy framework and value

1a which will apply in assessing transfer applications;

e assessing, ifconjunction with HCA or GLA and HM Treasury, transfer
applications Where support for debt write-off or early redemption premiums is
sought, and making recommendations for approval for financial support to
Ministers;

e considering whether consent to transfer should be granted by the Secretary
of State; and

e any central Government arrangements for the payment of debt, early
redemption premiums or discounts.

Role of the Homes and Communities Agency (HCA) and the Greater
London Authority (GLA)

2.16. The GLA acts in relation to stock owned by London Boroughs, the HCA in the rest
of England. They are responsible for:



¢ initial discussions with a council that is considering transfer;

e carrying out formal assessments of each transfer application (alongside
DCLG and HM Treasury where financial support for debt write-off or early
redemption premiums is sought), including an assessment of value for
money based on reliable evidence of how the proposal delivers Government,
and in London, Mayoral, priorities;

e approving tenant information provided in the formal consultation;

e assessing the provision of tenant information in the Formal Consultation;

e recommendations to DCLG on consent to transfer applications to the
Secretary of State;

e managing the transfer caseload, including agreeing each local authority's
transfer timetable.

2.17. Within the HCA:

e area officials may advise transferring authorities request;
e the HCA in its capacity as Regulator will:

0 decide, through its Registration Committ y proposed new
social landlord, created to receive trans 0CK, meets the criteria for
registration; and

o0 discuss with an existing private registgke der the implications for its
current business plan of tak\’g nal stock through transfer.

Regulatory engagement, including where relevant the registration process, will
largely occur following the approval of the transfer application. Given the need
for registration prior to final Secretary of State consent, comments from the
Regulator will be considered as part of earlier assessments of the initial
application. Otherwise, the HCﬁ’/iII manage any conflicts of interest between its
functions through ap ria tocols.

L G
Completion deadliney

2.18. Applications to transfer stock under the terms of this manual that seek support for
overhanging debt write-off must be made on the basis that transfer will complete
by 31 March 2015. Where Government offers to provide support for overhanging
debt write-off in 2014-15 following an application, the support will be conditional
on expenditure being incurred by 31 March 2015. The risk of funding being
unavailable in the event of delayed completion of a transfer falls to the local
authority and not to Government.

10



3. Deciding to Pursue Transfer

3.1. A local authority landlord will review the make-up and delivery of its services on a
regular basis, and consideration of transfer may result from this. Reasons for
considering transfer include:

e to allow the transfer landlord to borrow on private markets outside constraints
on public debt, in order to invest in new or existing stock and create local
economic activity;

e inresponse to tenant wishes or to create new or innovative models of public
service delivery;

e and for partial transfers, to remove stock from the Housing Revenue Account
which is challenging for a self-sustaining business plan, due to its
construction, occupancy or estate issues. S

3.2. Self-financing has enabled council landlords to implement sustainable 30 year
business plans and asset management strategies. Any transfer proposal should
emerge from and be aligned with these documents.

Preliminary Activity .
a

3.3. Submission of a transfer application will draw together significant preliminary
work. A local authority will need to ensure it has evidence to illustrate how it
meets the conditions and criteria used in assessment, including the
demonstration of councillors’ support. More generally any transfer proposal will
need to demonstrate value for money (in particular by minimising any required
debt write-off) and alignment with Government priorities. These should inform
consideration of transfer from the outset.

3.4. A local authority should inform the HCA/GLA of its interest in transfer at the time
this is first given serious consideration. The local authority should maintain a
dialogue with the HCA/GLA prior to the submission of a transfer application, to
help it provide the required information.

Involving Tenants

3.5. Tenant consent, through a ballot, is required before a transfer can occur. The
Secretary of State’s consent will only be obtained if tenants have been full
participants in decision making from the outset. Within the application the local
authority will need to confirm that tenants were involved in the appraisal of
options prior to the decision to move towards transfer.

11



Community-initiated transfer proposals

3.6. Where a tenant group wishes to explore the benefits of transfer, The Housing
(Right to Transfer Local Authority Landlord) (England) Regulations 2013 will
require local authorities to co-operate with that process.

3.7. There are a number of options for community-based, tenant-led private registered
providers to receive transferred stock, including co-operatives, tenant and staff
mutuals, tenant majority boards and Community Gateways. As with all transfer
applications, significant weight is likely to be given to the extent to which the
transfer landlord can deliver efficiencies and contribute to local economic growth
through the delivery of new affordable housing. Transfer to an existing private
registered provider able to generate economies of scale and with a track record of
house building may accordingly be a better option than the creation of a new
small stand-alone landlord, although a tenant group may decide to pursue this
route.

Proposed partial transfers \®

3.8. When proposing a partial transfer, the local authority will need to demonstrate (as
part of the application) that the proposal has been considered in terms of
community geographical boundaries or communities of interest. The local
authority is responsible for ensuring the sustainability of the stock retained
following a partial transfer.

3.9. For partial transfers, the debt associated with the transferring stock should be
attributed as set out in paragraph 4.7.

.

3.10. The importance of early consultation with tenants applies to partial transfers.
‘

Choosing the prospective new landlord
v
3.11. A local authority will need to identify the proposed type of receiving landlord
before submitting an application, or, where this is outstanding, a clear process for

making the specific choice of landlord, including details of any competitive
process (see Section 6: Regulatory Requirements).

Options for the type of landlord

3.12. As a part of its preliminary work, a local authority will need to consider with its
tenants what type of new landlord should take over the housing. The options are:

1. an existing private registered provider;
2. anewly established subsidiary of an existing private registered provider

12



(either part of an existing group structure or through the creation of a new

group structure);

a newly established free-standing private registered provider;

4. anumber of newly established private registered providers that will make up
a new group; and

5. anewly established free standing private registered provider based on an
existing organisation managing the stock, e.g. an Arms Length Management
Organisation.

w

Involving Tenants

3.13.

3.14.

The local authority should work with, and consider ways of helping tenants in,
weighing up the relative advantages of:
o different types of transfer landlord (including set-ug
private finance, and the potential to minimise Go
hence maximise the application’s chance of succe

e specific potential recipients for their homeso

A
The latter might be as part of an informal selection procedure or through holding
a competition between invited private registered providers. Tenants might, for
example, be involved in drawing up the specification for potential bidders,
agreeing a short-list and contributing to the final selection (see Section 6).

gsts, ability to obtain
ant debt write-off and

As a part of its application, a local authority will need to confirm that tenants have
been/ will be made fully aware of all the new landlord options and what each
option offers to tenants in relation to their particular circumstances, and provide
evidence that they are fully inlo_lved in the final landlord choice.

.

Using a CompetitiveVProcess for Landlord Selection

3.15.

3.16.

The Government encourages the use of a competitive landlord selection process
as a means of ensuring the best price is obtained for the stock being transferred
and optimising value for money.

The local authority should ensure that all bids are capable of complying with the
Regulator’s policies and registration criteria. The local authority must provide
copies of any bids received from existing private registered providers to the
Regulator. The private registered provider should inform the Regulator when they
are bidding for stock. The Regulator will not interfere with the commercial
negotiations between the local authority and interested private registered
providers but the Regulator will consider the reasonableness of key assumptions
underlying the different business plan projections of private registered providers’
bids and provide this analysis to the HCA/GLA for the purposes of the value for
money assessment.

13



Establishing a Group Structure

3.17. A local authority with large stock holdings may consider establishing a new

private registered provider with a group structure, or transferring as a subsidiary
of an existing private registered provider. The Regulator should be consulted
about a proposed group structure at an early stage (see Section 6).

3.18. When these options are being considered, there should be no constitutional or

Transferring a Direct Labour Organisation

contractual constraints on future restructuring of the group, e.g. there should be
mechanisms which allow subsidiaries to demerge from the group (subject to
consent of the parent private registered provider, not unreasonably withheld).

A

3.19. A local authority will need to decide whether any Direct Labour Organisation

should transfer. If a Direct Labour Organisation is transferred this should not add
to the transaction cost of the transfer (including the set-up costs). In their
assessment of value for money the HCA/GLA will expect to review the impact on
set-up costs. As described below, however, a Direct Labour Organisation may
help support the financial case for transfer by reducing irrecoverable VAT and
hence increasing the Transfer Value.

a A

Corporate impact and employment arrangements

P

3.20. The local authority is responsible for assessing the effect of transfer on its wider

3.21.

position and activities, and specifically (i) the delivery of other services, (ii) the
overall financial position, covering the general fund, (iii) for whole stock transfers,
the effect on its corporate structure, and (iv) for partial transfers, the continuing
viability of its Housing Revenue Account Business Plan for the retained stock.
The local authority will continue to have a strategic housing role after transfer and
should ensure it retains a sufficient budget and staff complement.

The local authority is responsible for assessing the implications of transfer on
employment arrangements and for consultation with staff, including ensuring
compliance with Transfer of Undertakings (Protection of Employment)
Regulations (TUPE) where relevant.

Maintaining an Alternative Plan

3.22.

There are risks to the successful completion of a transfer; for example Ministerial
consent may be withheld at some stage in the process, private finance may be
unobtainable, the tenant ballot may be against proceeding, or it may not be
possible to complete the transfer by March 2015. It is therefore important that
throughout the development of the transfer proposal an alternative plan for the

14



landlord function, with a viable long-term business plan, is maintained.

‘N
\
™
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4. Submission of an Application

4.1. This section sets out the process for submission and assessment of a transfer
application and explains the material that authorities need to submit. The
Secretary of State is unlikely to grant consent to a transfer unless an application
is approved ahead of the formal consultation with tenants.

4.2. Tenant led transfers should follow the same process. It is likely that the tenant
group, supported by the local authority or the proposed new landlord, will submit
the application. This should be sent to the local authority at the same time.
HCA/GLA will not consider the application if a request for a Determination from
the Secretary of State is outstanding. HCA/GLA may contact the local authority

directly for clarification or confirmation of facts.
The Application and Full Business case

4.3. Applicants must submit a completed version of roflorma shown at Annex A.
4.4. Part 3 of the pro forma covers the f@)l bugines@case for the transfer and approval
of the application centres on evaluatiogfyo he full business case is

organised under five main headin
presented in line with these
business case guidance:

n applicant’s full business case must be
hish follow HM Treasury Green Book

https://www.gov.uk/go
evaluation-in-central

blications/the-green-book-appraisal-and-

Business cas ssed to ensure that:

4.4.1. they pres@ht a strong case for transfer: the Strategic Case covering
drivers for chang@ with strong emphasis on macro benefits. Criteria include how
the transfer will help deliver wider Government, and in London Mayoral, housing
and social policy objectives (in particular the contribution to growth through
additional homes, investment in the existing stock and local economic activity);

4.4.2. they deliver value for money: the Economic Case which monetises the
benefits shown in the strategic case to demonstrate a positive benefit to cost
position. Where precise figures are unavailable estimates are acceptable, if
based on demonstrable, reliable evidence;

4.4.3. the transfer is viable: the Commercial Case covering indicative fundability
of the transfer, asset management, delivery risks and landlord selection;

4.4.4. they are affordable by Government: the Financial Case covering the

16



specific public sector costs and benefits of the proposed transfer. Criteria include
demonstrating that the Transfer Value has been maximised and any debt write-
off requirements minimised; and

4.4.5. they can be delivered within an agreed timetable: the Management Case
covering the timely delivery of the transfer project. Criteria include demonstrating
that the project plan for transfer is achievable given the resources available.

The Transfer Value

4.5.

4.6.

4.7.

4.8.

4.9.

The Transfer Value is the amount the receiving landlord will pay for the stock (a
purchase generally financed by borrowing). It is therefore also the receipt the
local authority will receive and which it can use to pay down associated debt. A
local authority intending to transfer homes will need to §@perate a Transfer Value
using a discounted cash flow model for social housing4 ansfer Valuation
Model). This method is understood by Government, t @ ator, funders and

receiving landlords.
t ran§fer Value the local
its application. We will
been maximised and the
dingly minimised.

If the debt associated with the stock excee
authority may want to apply for debt write-o
wish to be satisfied that the Transf
requirement for overhanging debt writ€goff a

For partial transfers debt sho uted between the stock being
transferred and the stock tRaigi ined on a reasonable basis that can be
clearly justified. Local auglioritie need both to take into account the
implications of an incrg@s&al requifement for overhanging debt write-off on the
likely success of the

e to be serviced by rental income. We would expect,
p and a local authority being unable to agree the

We do not prescribe a format for the Transfer Valuation Model, but do require that
a soft copy is submitted as an annex to the application.

The Transfer Valuation Model will apply a discount rate to estimates of future
income and expenditure over (standardly) the 30 years following transfer. We do
not prescribe a standard discount rate. Applicants will need to determine a rate
for use in their valuation which both enables them to create a sustainable,
fundable Business Plan and takes account of the importance, in the assessment
process, of ensuring that the Transfer Value is maximised. As noted below, the
self-financing valuation is used as a benchmark for the Transfer Value and this
used a 6.5% real discount rate. Rates below this will, therefore, enhance the
financial case for the transfer.

17



4.10.

4.11.

4.12.

Similarly, valuation over longer or shorter periods may be used, if this can
demonstrate value for money (in particular a lower debt write-off requirement) and
is fundable.

The Transfer Value (i.e. what the receiving landlord will pay for the stock) may
include considerations not associated with the existing stock (but which are
modelled through the Transfer Valuation Model). An example might be income
from new build on land associated with the transfer, where this is at an advanced
stage and included in a business plan acceptable to funders and the Regulator.

Gap funding grant to support a negative Transfer Value is no longer available. If
the Transfer Value is negative support will be needed from the acquiring private
registered provider or the local authority or both.

Economic Case

Economic Impacts Cost-Benefit Analysis

4.13.

4.14.

4.15.

4.16.

L 4
As a tool to support assessment of t}ﬁ Case, we utilise a 30 year
[ S

Economic Impacts Cost-Be This is based around a standard
model (in line with HM Treas ok methodology) used to ensure that
Government supports those ts an® programmes with a strong long-term
benefit to the economy a W or this reason we expect a successful
application to show be that@xceed costs, and should aim for the best
possible benefit to cegl rati

The Economi
economists, o of data provided by applicants, to ensure consistency

. Local authorities are encouraged to engage with economists
rough the HCA or GLA: (i) to propose benefit lines to be
included in the model (see below); (ii) to agree data that the authority will need to
provide to populate these lines (noting that only additional benefits are shown);
and (iii) to get preliminary outputs from the model to shape development of their

proposal.

The benefits shown should, as far as possible, monetise the elements of the
argument for transfer put forward in the Strategic Case. A set of potential
benefits and the information required against each, is set out in Annex C and
Annex A, Part 4. Applicants should only utilise headings from this set which are
relevant to their own Strategic Case. Applicants may wish to propose other
benefits. These should be discussed with the HCA or GLA.

All benefits of transfer are calculated on a net present value basis using a 3.5%

18



real discount rate. The benefits from new housing supply must be assessed in
terms of its ‘additionality’ over the appraisal period. This is its net, rather than its
gross, impact after making allowances for what would have happened in the
absence of the intervention over the full 30 years of the appraisal period. HM
Treasury’s Green Book includes more information on factors impacting on
additionality such as leakage, deadweight, displacement and substitution. We
would need to see evidence to support any additionality assumptions, which
should be clearly set out, and DCLG economists may revise this in the light of the
evidence presented. We would not expect additional benefits to arise where new
affordable homes are built under any future affordable homes programme funded
by Government grant. The cost-benefit analysis will also be subject to sensitivity
testing, to consider the effects of different (and in particular more pessimistic)
forecasts.

4.17. No additional ongoing costs are assumed to accrue frogiiliansfer. Initial costs are

4.18. A strong Economic Case will, therefore, be ong 2 dept write-off is minimised

Financial Case ¢

4.19. To be accepted, a transfer p be affordable to central Government

e. Three tools are used to support this

4.20. The first tool is firm the acceptability of the value placed on the
business and th&&price to be paid for the homes as public assets. The latter two
tools are versionS@f standard models used in Government to ensure that a
project or programme’s public expenditure is affordable and represents good
value in the medium and long term. Across all three tools a positive assessment
requires that the cost to central Government is minimised through the Transfer
Value having been maximised (along with any contribution from the disposing

authority or receiving landlord).

4.21. For the latter two tools, applicants need to provide data to help populate the
model (see Annex A, Part 4) but are not asked to run calculations themselves.
This will be conducted by Government economists to ensure consistency with
other projects and programmes. Authorities are encouraged to engage with
DCLG economists at an early stage, through the HCA or GLA, to get preliminary
outputs from the models to shape development of their proposal.
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The Transfer Value Reconciliation

4.22.

4.23.

4.24.

4.25.

4.26.

The 2012 self-financing valuation is central Government’s estimate of the
financial value of local authority housing stock. The Transfer Value is the amount
a receiving landlord will pay for stock through a transfer. We therefore expect to
see equivalence between the self-financing valuation of stock and its Transfer
Value: this gives assurance that the right price is paid for public assets.

Since the self-financing valuation determined both a council’s starting level of
housing debt within the reformed system and its maximum indebtedness in the
future, any differences between the Transfer Value and the self-financing value
will also drive the size of any debt write-off requirement and hence the immediate
cost to Government of transfer (though noting the potential for actual debt and
modelled maximum indebtedness to differ).

The Transfer Value Reconciliation sheet, required as
makes transparent any differences between thes |
included at Annex B. The Reconciliation starts

e Financial Case,
An example is
rélevant self-financing

value and moves to the proposed Transfer \@l nteivening rows show any

items or proposals which:

e introduce extra cost or decreas®i fOA the recipient landlord and hence
depress the Transfer Value relati se ancing; these should be further

explained where necess
e reduce cost or increase in

would expect transfer t

the Reconciliation shofld cle

nce increase the Transfer Value); we
anagement and operational efficiencies and
et out what these are.

Where appropriate, ti€8e ro ould also capture any modelling differences
which differe impashon the two valuations, such as the different starting
dates or a diff rate. For complex proposals (such as advanced new
build plans) the Impact should be shown in the Reconciliation, rather than
separating costs\@nd income.

The Transfer Value Reconciliation is the primary tool used for assessing the
acceptability of the proposed Transfer Value through the test of self-financing
equivalence. Applicants are required to submit their Transfer Valuation Model as
an annex, and where the Reconciliation raises questions about data, assumptions
or policy these will be followed up through analysis of the Model. (Note the Social
Housing Regulator will, separately, want to analyse the Transfer Valuation Model
and the receiving landlord’s Business Plan as part of the registration process.) In
completing the Reconciliation sheet applicants should therefore:

e keep in mind its primary purpose, to show how and why the proposed
Transfer Value, and hence receipt, differ from central Governments view of
the value of the business; the presentation should be clear and focussed on
this point;
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e note that in circumstances where the overall assessment of the application
suggests a higher Transfer Value is possible, we reserve the right to make a
lower central Government contribution, in the form of overhanging debt write-
off, to the valuation, requiring an increase in the Transfer Value or an
additional contribution from the transferring authority or receiving landlord.

4.27. The Reconciliation sheet includes a line below the Transfer Value that captures
any such contribution (which does not affect the Transfer Value but does reduce
the central Government contribution) to be included.

The Five Year Fiscal Flows

4.28. The Five Year Fiscal Flows model supports assessmegt of the mid-term impact of
a proposed transfer on public sector debt, with the exp tion that the effect of
transfer will be to reduce net public sector debt.

4.29. The model is divided into two parts, covering lo
central government impacts.

t impacts and

4.30. The local government section is itsglf diyided@nto parts, covering income and
spending foregone as a result of th stock from the public sector, and
additional income and spending as a It or' the transfer process.

4.31. To populate the local governm
on the five year cashflow i
foregone; management afild maisgte
foregone). Annex A,

tions foregone section, data is required
ing Revenue Account (with rents as income
nce, debt interest payments, etc. as costs
sef$ out the data requirements. Because landlords
inesS*Plans generating large cash surpluses or deficits
is likely to be largely neutral.

4.32. The additional sactions for local government section is likely to be precisely
r receipt comes in, but then flows out in debt repayment.

4.33. The central Government section is restricted to additional income and spending
as a result of the transfer process. There is a loss of Right to Buy receipts
(shown as expenditure), additional income from VAT, and some small annual
savings in benefits (shown as income,) if the transfer proposal demonstrates
additional social housing created or kept in use (see the Public Sector Cost-
Benefit Analysis below).

4.34. The main impacts across Government, however (and the dominant factors in the
model, assuming broad neutrality in the local government sections) are the year
1 transactions: with a large positive contribution from the redemption of housing
debt, partially off-set by any debt write-off requirement. In the absence of
unusual factors, therefore, applicants can make the strongest case through the
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Fiscal Flows model by minimising the debt write-off requirement.

The Public Sector Cost-Benefit Analysis

4.35. The Public Sector Cost-Benefit Analysis model ensures that, over the long term,

4.36.

4.37.

4.38.

4.39.

4.40.

supporting a transfer makes financial sense for central Government: the overall
public expenditure impacts are positive, compared to the council retaining the
stock. For this reason we expect a successful application to show public sector
benefits that exceed costs. Again, applicants are not asked to complete the
model, but do need to provide information from which a model can be populated
(see Annex A, Part 4b).

The model is divided into two parts, upfront public sec
ongoing costs and benefits. The upfront public sector
of the local authority housing asset, estimated throug
of the stock. (Note that we would not expect the potefi
as developable land or non-housing assets inclu |
as a cost).

or costs and benefits and

ore, maximising this
receipt is key to a strong Financial ing debt on stock is close to the
debt cap (itself equal to the self-financ n) the net upfront cost-benefit
figure will approximate to anyade i equirement. Any contribution from

the disposing local authority o [ andlord will help close this gap.

We do not anticipate addifional g public sector costs as a result of transfer.
A positive 30 year an iS@heref@re requires long-term public sector benefits to
outweigh any negati fro sition. Benefits taken into account in the

analysis rela
or kept in use
one which show

use, against a ba

oI enefit savings from additional affordable housing built
Of the transfer. A strong application will therefore be

at transfer leads to significant additional affordable housing in
e case of stock remaining in council ownership.

Specific data needed to calculate public sector benefits is covered in Annex A,
Part 4; information on how transfer delivers additional social housing in use is
covered in the Strategic Case for the transfer (Annex A, Part 3). Benefits will
need to be well evidenced and clearly deliverable in order to be included.

The model is completed by adding as a benefit to the public sector the additional
net VAT receipts to Government from the new landlord that fall outside any VAT
shelter. The effect of this is to offset any VAT driven reduction in the transfer
receipt which may have contributed to the Transfer Value being lower than the
self-financing valuation. All benefits are calculated on a net present value basis
using a 3.5% real discount rate. The benefits from new housing supply must be
assessed in terms of its ‘additionality’ over the appraisal period. This is its net,
rather than its gross, impact after making allowances for what would have
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happened in the absence of the intervention over the full 30 years of the
appraisal period. HM Treasury’s Green Book includes more information on
factors impacting on additionality such as leakage, deadweight, displacement
and substitution. We would need to see evidence to support any additionality
assumptions, which should be clearly set out, and DCLG economists may revise
this in the light of the evidence presented. We would not expect additional
benefits to arise where new affordable homes are built under any future
affordable homes programme funded by Government grant.The cost-benefit
analysis will also be subject to sensitivity testing, to consider the effects of
different (and in particular more pessimistic) forecasts.

Value Added Tax

4.41.

4.42.

4.43.

Local authorities are able to reclaim the VAT charged tO\lRem on maintenance
and repair works on housing stock and other expendi
registered providers cannot. We recognise that this
decrease the transfer value in the transfer scen

Value Reconciliation.

Local authorities may accordingly pgopose th&@use AT shelter arrangements
increasing a Transfer Value that

where this would have the effect of SigQi
would otherwise be much lower th N— IMfancing valuation. We would in

general however discourage a WhT shelter, since we would expect this
to increase local authority capi xpeN@iture. We recognise that funder
concerns may mean that ificQRt proportion of the value of a VAT shelter

cannot be recognised in ti@¢ Trangfe®Value and, where this is the case, a VAT
shelter is likely to offe lug¥for money for Government.

Irrecoverable §8.iNC d as a benefit in the Five Year Fiscal Flows and
Public Sector st Analysis (as additional VAT revenue flows to

Government co red to the base case without transfer).

Set-up Costs

4.44.

4.45.

We expect the local authority and the transfer landlord to each bear the full cost
of its share of the set-up costs. Set-up costs may be included in the Transfer
Valuation Model, although these will reduce the Transfer Value and we would
expect these costs to be offset by planned efficiencies, for example lower
management and maintenance costs, which will increase the Transfer Value.

In accordance with regulations made under Section 9 of the Local Government
Act 2003, a local authority may defray set-up costs from the capital receipt for the
stock, but Government will not increase its contribution in respect of overhanging
debt write-off to cover any such costs defrayed by the local authority.
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4.46. Transfer to a newly created landlord may have higher set-up costs, and these will
be a higher proportion of overall costs if the landlord is small. These extra costs
will be considered as part of the assessment of the transfer application.

Preserved Right to Buy

4.47. We wish to ensure that, following transfer, tenants continue to have access to
good quality, accessible information about exercising their Preserved Right to Buy
and would encourage transfer landlords to work with DCLG, utilising the tools the
Department offers, to ensure that is the case. We also wish to ensure that
proceeds from Preserved Right to Buy sales are used in a way that maximises
the delivery of new affordable housing in line with our reinvigorated Right to Buy
programme.

4.48. In order to achieve this, our intention is to require tha
after 30 September 2014, net proceeds from Preservé

can be re-allocated for investment ig new aff [ ousing. Transfer landlords
would be able to deduct the net preSegt net rental income foregone on
the property sold and transaction and inistrétion costs in arriving at the net
proceeds figure. We would rdingly, anticipated income from
Preserved Right to Buy sales Transfer Value.

4.49. The Social Housing Regul@tor cugeRtly sets requirements on the payment of
Right to Acquire receigh® in@ thedbisposals Proceeds Fund, which ensure that net
proceeds from these sa invested in new social housing supply. Similar

ved Right to Buy receipts, for transfers completing

ould meet our objectlve of ensurlng that proceeds are

to establish how Qlich requirements can best be achieved.

Submitting an Application

4.50. A local authority should send an electronic version of their transfer application,
comprising Parts 1 to 4 of the Application Pro Forma at Annex A, and including
the evidence required. The authority should annex:

e its Transfer Valuation Model;

e its Transfer Value Reconciliation (Annex B); and,

e where Government support is sought, details of its portfolio of debts and
those which it proposes should be paid off by the receipt from the transfer
landlord and Government support, along with an estimate of premiums or
discounts on the early redemption of debt and how these are calculated.

24



4.51.

4.52.

4.53.

Advice and guidance on making a submission is available from the HCA/ GLA via
the contact details at Annex H.

In practice we would expect local authorities to submit their application in a draft
form prior to the formal submission, signed (with e-signatures) by the lead local
authority officer/project leader, the council’s Chief Executive and the Leader of
the council. This will enable HCA/GLA to discuss modifications to the application
or where further evidence or clarification would be useful. DCLG economists will
be able to run the results of the five year fiscal flows, economic impacts cost-
benefit analysis and public sector cost-benefit analysis tests based on data
provided and return these for checking by the local authority, in advance of the
formal submission.

If the intention is to transfer to an existing private regi 8ehprovider, the local
authority should make clear how it intends to select it % s not already
happened) and include this process in its transfeLak0|S@t pla#fl and timetable. If
the intention is to transfer to a newly created prj @:’ ggistered provider it should
explain the proposed governance arrangemgnt d plpvide a project plan and
timetable for establishing the new organisati ommercial Case will need
to demonstrate the proposed landidd i t effective and economic option.

Evaluation of an Application\\

4.54.

4.55.

4.56.

4.57.

The HCA/GLA will review pi@ation, once it has been formally submitted and
take a view on whether it $hould proved. Further clarification or evidence
may be requested as e here no debt-write off is required the
HCA/GLA will jnform local*@Uthority of its decision directly.

Where debt w
the assessmen
The assessment
the value for mon

r support for early redemption premiums is required,
cess will be undertaken alongside DCLG and HM Treasury.
ocess will include DCLG's internal procedures for assessing
and the affordability of spending proposals (see Annex G).

Following the assessment process a recommendation will be made to Ministers
who will:

e approve the application; or

e approve the application subject to certain conditions. Approval of support for
debt write-off will be given only once Ministers are satisfied these have been
met; or

e reject the application, ending the transfer process.
The HCA/ GLA will inform the local authority of the decision and confirm, where

approval has been given, the amount of Government support for debt to be
written off and (on an indicative basis) to meet early redemption premiums on
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Public Works Loan Board debt. The HCA/GLA will issue an invitation to
authorities whose application has been approved to submit a proposal for Formal
Consultation with tenants, and agree a timetable for this submission. Approval at
this stage does not guarantee Secretary of State agreement to the final consent
application but should provide significant confidence to authorities that consent
will be given provided that the terms of the transfer remain substantially the same.

Changes to the Transfer Value

4.58.

4.59.

Any subsequent change in the Transfer Value which increases the amount of
overhanging debt write-off required from Government will require the application
to be re-submitted, to demonstrate that transfer continues to be affordable and
provides value for money, for approval by Ministers. TRe local authority should
contact the HCA/GLA immediately if any issues arise the Transfer Value
following approval. The risk of missing the 31 March 26 adline for
completion as a result of re-submission rests with the hority.

We recognise that premiums or discounts on t demption of Public
Works Loan Board debt cannot be predictedfit@€ertainty in advance, but local
authorities which are seeking Govegme t SURPO ould contact the HCA/GLA
where they consider that they are like i materially from estimates
provided with the transfer application.

Completion Deadline

4.60.

As noted in Section 2 agy @cal alithority making a transfer application under the

terms of this manual w guires Government support to redeem
overhanging must@amplete transfer by 31 March 2015. Where Government
offers to provi t {Rat will be conditional on expenditure being incurred by

31 March 201
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5. Submission of a Formal Consultation
Proposal

5.1.

5.2.

5.3.

5.4.

5.5.

5.6.

5.7.

5.8.

The statutory guidance on tenant consultation

https://www.gov.uk/government/publications/consulting-council-tenants-about-
selling-their-homes-to-a-private-landlord-statutory-quidance

covers requirements for the formal two-stage consultation process: the language
and tone that should be used in Stage 1 (the Offer Document); the conduct and
timing of Stage 2 (the Ballot); the local authority’s post pallot tasks, and the rights
of interested parties to make representations about th nsfer proposal to the
Secretary of State.

s about the transfer
ut it should not seek to

A local authority must present an accurate picturg
proposal and the implications of staying with th
persuade tenants to vote one way or the othgr.

The prospective new landlord and t?n s can, however, present the
benefits of transfer prior to the issuing ta formal consultation as long as
wiNgsthe start of Stage 1, material can be
ive new landlord to correct inaccuracies.

involved from the out
want to consider the licat for the housing management responsibilities it
carries out u iis man@gement agreement with the local authority.

We would expe e acquiring landlord to honour the principle of an existing
management arrg@gement and to enter into a new agreement with the tenant
management orgahisation. This should be negotiated as a partnership between
the tenant management organisation and new landlord and the commitment to

this should be set out in the transfer contract.

Where tenants have already exercised their Right to Manage and are either in the
feasibility and development or implementation stage at the time of transfer, the
transfer contract should set out the new landlord’s commitment to continue to
support the development of the tenant management organisation.

Annex F sets out some good practice guidance on tenant consultation.

The HCA/GLA is required to ensure a local authority follows statutory guidance
and good practice during the formal consultation (i.e. Stages 1, the Offer
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5.9.

5.10.

5.11.

Document, and 2, the Ballot). In submitting a proposal for Formal Consultation
authorities should provide copies of:

e the Offer Document

o formal letters to residents

These will be assessed to ensure that they meet the requirements of the tenant
consultation guidance and are consistent with current policy and other
requirements. The local authority is also asked to confirm that there has been no
significant change regarding the information set out in the application, and that
the timetable set out there will be met, and provide an update of this where
relevant.

A local authority should send an electronic version of the material to the HCA/
GLA, at the address given.

If the assessment of the Offer Document is satisfacto
consent for the local authority to proceed to Stagg afion. Where local
authorities wish to secure consent to proceed tg @'f on shortly after
pICoufgge them to submit a draft
¥the HCA/GLA at an early

A/GLA will give

of the Offer Document and formal letter to re
stage. We would usually expect, ste nsions agreed with the HCA or
GLA, and subject to Regulatory requif@en ing satisfied, that when a local
authority has received clearggce C to formal consultation it will complete
its transfer within one year fro e oMhat clearance.
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6. Regulatory Requirements

6.1.

6.2.

6.3.

Local authorities may transfer tenanted housing to a private registered provider,
which can be either a not-for-profit or for-profit organisation. The HCA, in its role
as Regulator, decides whether a proposed landlord meets the criteria for
registration. It is also responsible for the regulation of existing private registered
providers and will therefore need to be satisfied that an existing provider has the
capacity to take on additional stock through transfer.

The Regulator’s registration team is responsible for assessing compliance with
registration and regulatory requirements for stock transfer. Local authorities
should make contact with this team at an early stage, preferably prior to
submission of a transfer application, to ensure that the Regulator is fully engaged.

The following summarises the key areas of regulatory engagement:

Setting up a new landlord Ov
N4

6.4.

6.5.

6.6.

Where it is proposed that transfer would be to a newly established private
registered provider a large part of the transfer process involves setting up the
new landlord. This section outlines some of the issues connected with
establishing a new landlord as a private registered provider of social housing. For
further guidance, a local authority proposing to set up a new private registered
provider should refer to the Regulator’s regulatory framework and guidance for
applicants for registration
o\ )

The Secretary of State’s final consent to transfer will not be given until the new
landlord is registered with the Regulator.

A W g4
There are typically three organisational structures for transfer private registered
providers: (
A single centralised organisation. The most common structure with a
management board made up of tenants, local authority nominees and
independents.

A single decentralised organisation. A management board and a number of
operating divisions with delegated powers from the management board. The
operating divisions are managed by management committees (or similar).

A group structure. The new landlord is part of a group structure which can be of
other newly formed transfer landlords or of existing private registered providers
or a mixture of both, or as a subsidiary of a non-registered entity. Each member
of the group has its own legal constitution. The group structure and the
relationship of group members must be able to meet the requirements of the
Regulator’s regulatory framework with particular reference to the governance
element within the Governance and Financial Viability Standard.
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6.7. A private registered provider must be independent from the local authority and
other organisations (except if it is a subsidiary of another organisation).

6.8. The Regulator must be informed of any contracts into which the local authority
proposes to enter with the new landlord.

Selecting an existing landlord

6.9. If, after the appropriate tenant consultation, it is decided that transfer will be to an
existing landlord the Regulator will require confirmation of the short-listed private
registered providers. This will enable the Regulator to engage with the short-listed
private registered providers prior to landlord selection. Once landlord selection
has taken place the Regulator will commence a detailed assessment of the
transfer and the impact the transfer will have on the receiving private registered
provider. Whilst there is no registration requirement if transfer is to an existing
private registered provider the Regulator has to confirm to DCLG that the
selected private registered provider has the financial, governance and
management capacity to take the transfer and to deliver the promises made to

transferring tenants. v

Securing funding M

a P N
6.10. The recipient landlord will need to secure the private finance required to fund the

transfer and the promises made to tenants in the offer document.

e Appointment of fundiig-ad rs. This is normally done after the ballot,
however early eng ent With ‘potential funders can take place. This early
engagement wod gi grdication to the transferring local authority and
the selecigd new lord of any potential problems in funding the transfer

and help
e Drawing

a application is based on realistic assumptions.

Nnowig prospectus. The funding prospectus is designed to
provide full @€tails of the housing transfer to potential funders. It is important
that professi@al independent advice is secured at an early stage in
preparing the prospectus, assessing funding offers and selecting a potential
lender.

e Competition for funding should help ensure best value. By going to the
market for its funding requirements the new landlord will be able to compare
the terms and conditions offered by potential funders with those made in the
business plan.
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Drawing up the transfer contract

6.11. The transfer contract governs the sale of the housing and the relationship

between the local authority and the private registered provider.

The transfer contract, and a plain English summary of its contents, must be
submitted in support of a disposal consent application to the Regulator.

The transfer contract should include all agreements entered into by the local
authority and private registered provider in respect of the transfer.

The local authority may be asked to provide warranties covering certain matters
affecting the transferred stock. Where either party is g8 provide services to the
other the terms should be set out in service level agre@8

A local authority will need to consider carefully how asponsibilities, such

as common landscaping, will be dealt with.
The private registered provider should co i e local authority to keep
any promises made to tenants by‘]e cal authofty during consultation, to offer
transferring tenants a new tenancy ggr and to meet the Regulator’'s
Regulatory standards. \

The transfer contract should il theQgeatment of net Preserved Right to Buy

receipts.
The Transfer Contrg@’s compromise the independence of the private

registered pivider.

Finalising the tenancy agreement
X

6.12. Private registered providers shall offer tenancies or terms of occupation which are

6.13.

compatible with the purpose of the accommodation, the needs of individual
households, the sustainability of the community, and the efficient use of their
housing stock.

They shall meet all applicable statutory and legal requirements in relation to the
form and use of tenancy agreements or terms of occupation.

Issuing Section 172 Consent

6.14. The Regulator will issue a consent under section 172 of the Housing and

Regeneration Act 2008 and any other required consents at the time of completion
of the transfer. This consent is required to enable the receiving landlord to borrow
from its funders to pay the local authority the value of the transferring stock.
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Post transfer requirements

6.15.

6.16.

Under its Regulatory framework, the Regulator will undertake visits to a new
private registered provider generally between 12 and 18 months after transfer.

If the receiving landlord is a newly registered organisation the level of Regulatory
engagement after transfer will be higher than with an existing private registered
provider. This is because the new landlord has no operational track record of
performance and the Regulator will want to assure itself that the new private
registered provider is working towards compliance with the regulatory framework.
This higher level of engagement will generally involve quarterly meetings
commencing some three months after transfer with the executive management
team of the new private registered provider and attendance at one or two board

%)
N
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7. Submission for Secretary of State’s

Consent and Completing the Transfer

Applying for consent to the transfer

7.1.

A transfer can only go ahead if the Secretary of State grants consent to it under
sections 32-34 and/or 43 of the Housing Act 1985.

Criteria for consent

7.2

7.3.

In considering an application for consent the Secretary
following criteria:

af State will apply the

that the local authority's consultation exercise ha ; Uate;

that the majority of secure and introductory te ing in the ballot are in
favour of transfer;

that the acquiring landlord is registgped4gith tRe Regulator;
that the acquiring landlord is independ@at of council,

that, where Government sup or t Wirite-off is sought, the transfer is on the
same basis as previously approggd at lication stage or following amendments
subsequently agreed,;

that the terms of the trg@hs¥@r are@cceptable; and

that the local guthorit

Housing Act

ill be able to fulfil its statutory obligations under the
dequate nomination rights.

h

In addition the S
relevant.

retary of State may consider any other matters which seem

Submitting an application and supporting documentation

7.4.

7.5.

Once there has been a positive ballot and the council decides that it wishes to
proceed with the transfer, all parties should agree with the HCA/GLA the date
that, subject to the Secretary of State's agreement and subject to Regulatory
requirements being satisfied, the transfer will be completed. This should usually
be no more than 9 months after the ballot in the case of a new provider and no
more than 6 months in the case of an existing private registered provider.

The local authority should submit a letter formally applying for consent under
section 32-34 and/or 43 of the Housing Act 1985, addressed to the Secretary of
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7.6.

Disposal of non-housing assets

7.7.

7.8.

State, at least four weeks before the proposed transfer date. Certain additional
items of supporting information are required; details are listed in Annex E under
headings “Four weeks prior to consent day checklist” and “Summary of Key
Facts.”

Authorities should note that consent cannot be granted unless all the items listed
in Annex E have been received. We appreciate that some of the required
documentation, for example the transfer contract, will not be finalised until the end
of the transfer process, near to the date when consent is expected to be granted.
Nevertheless, we need adequate time to consider the proposed terms of the
transfer before consent can be given and it is therefore advised that a draft of the
transfer contract is provided once the majority of the detail has been agreed.

Authorities may include the transfer of non-housing as
of dwellings to a new landlord. Such proposals esgad
and frequently offer enhanced potential for futu ﬁ "

The local authority and the receivin*lan lord\@re €Xpected to negotiate the terms

of any transfer of non-housing assefs of the completion of the transfer,
allowing enough time for any relevan%n 0 be obtained so that the
C

proposed transfer
2 to stock transfers
or regeneration.

application for the Secretary ent for the transfer of housing assets
is not delayed.
V4

Plain English summary of the transfer contract

7.9.

7.10. The plain English

In order that \we can p rly consider the proposed terms of the transfer, we
require autho ‘% DO a plain English summary of the transfer contract.
. CA

Authorities sh heir own legal advice as to its contents.

mmary should cross-refer to the relevant sections in the
transfer contract. The final version of the summary should be certified by a senior
legal officer to the effect that it represents an accurate reflection of the transfer
contract’s contents.

Final version of the transfer contract

7.11. DCLG needs to receive an electronic copy of the final transfer contract and the

plain English summary three working days before consent is required. It is
DCLG’s practice not to give consent to a transfer until the final version of the
transfer contract has been received and agreed.
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Consent under other legislation

7.12. At the same time as it submits its application for consent to the transfer under
sections 32 and/or 43 of the Housing Act 1985, the local authority should
consider, in conjunction with the new landlord and its funders, what consent
under other legislation might be required. Sufficient time should be allowed to
enable other consents to be secured. It should obtain its own legal advice as
appropriate.

Confirmation of consent

7.13. Subject to the Secretary of State agreeing that the transfer should take place,
DCLG will issue a formal letter electronically to the lo uthority confirming that
consent has been granted. At the same time DCLG wil firm whether any other
consents requested have been granted.

VN
Premiums and Discounts on Early Redemption of Debt

7.14. DCLG support for debt write-off is gyailggle ifgespect of Public Works Loan
Board debt and associated early red miums. Exceptionally, on a case
by case basis, DCLG may agree &support in respect of non-Public
Works Loan Board debt, wh icWorks Loan Board debt is available.
No support will however be pr arly redemption premiums associated
with non-Public Works Lo ardgdebt. That is a cost of transfer which will
need to be met directly he lo@&l authority or from the receipt from the transfer
landlord. In the latteg @asEhi uld reduce the transfer value and increase the
overhanging debt writ&@ff required, making the business case for transfer harder

lic Works Loan Board debt includes debt to other

7.15. Where support fo@debt write-off on Public Works Loan Board debt is agreed, the
Government will pay the early redemption premiums (net of any early redemption
discounts), provided estimates have been agreed as part of the application and
any subsequent material changes notified to the HCA/GLA.

7.16. Following the introduction of self-financing authorities have the option of adopting
one of three models for managing debt across the Housing Revenue Account and
the General Fund: i.e. the one pool, two pools or three pools approach. Where a
local authority is operating a single pool, debt redemption premiums should be
calculated on the basis that costs of managing debt are charged equitably and
reasonably to the Housing Revenue Account and the General Fund. Where
specific debt pool(s) have been created for the Housing Revenue Account the
premiums relating to the Housing Revenue Account debt will usually be
considered as the premiums for the purposes of debt write-off. Further details are
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provided in Annex D.

Arrangements where there is overhanging debt

7.17. Where DCLG has agreed to write down any overhanging debt and early

7.18.

redemption premiums associated with the transfer, the local authority should
contact the Public Works Loans Board by telephone, two working days before the
intended repayment date, to give formal notification of the principal to be
redeemed. They can be contacted on 0845 357 6610 between 9.30 and 16.15.
The local authority should consider discussing the matter informally with the
Public Works Loan Board at an earlier date.

\ill calculate any accrued
ocal authority as soon
d in order to redeem

On completion of the call the Public Works Loan Board
interest and premium / discount due and will telephoneg#i
as possible with details of the total amount that will be
the agreed amount of principal.

7.19. The local authority should notify DCLG of t ntgifor repayment as soon as
they receive them from Public Works Loan B@a G will arrange for the
repayment of the share of the princ§pal s ®@greed to meet and premiums
associated with the transfer to be ma@g dir o the Public Works Loan Board.
The local authority will be regpongi epayment of any accrued interest.
Where discounts arise on th t OPthe debt, DCLG will reduce its
contribution to the repayment o ipal by the amount of those discounts.
Where discounts exceed ' eed contribution to debt write-off, DCLG
will make no payment Public Works Loan Board and the local authority will
pay the difference t L

Levies

7.20. Levies are paya

on large scale voluntary transfers at a rate of 20% on the sum
by which the capit@ receipt from transfer in respect of the housing stock, net of
set-up costs and the value of any covenants, undertakings or obligations given by
the local authority in respect of the improvement of the stock, exceeds the
attributable self-financing debt. In short, the existing position on levies is retained.
We will, as required, make a new Determination to reflect a revised definition of
attributable debt following self-financing in arriving at the calculation of ‘D’ for the
purposes of section 136 of the Leasehold Reform, Housing and Urban
Development Act 1993.
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Closing the Housing Revenue Account and associated
iIssues

7.21.

7.22.

7.23.

A local authority that transfers all its stock (or subject to Secretary of State
direction a majority of its stock so that 50 or fewer dwellings remain) would
normally be expected to close its Housing Revenue Account. The Housing
Revenue Account can be closed at any time following transfer. An application to
the Secretary of State would have to be made under Section 74 (3) of the Local
Government and Housing Act 1989 to account for any residual dwellings not part
of the transfer within the General Fund.

On closure of the Housing Revenue Account, any bala
Revenue Account accrues to the local authority's Ge
2001, authorities have been required to keep a Mgj
separate from the Housing Revenue Account.
resources available to authorities to meet capit
future condition of their stock.

\ 4

On the basis that local authorities Sh& ajor repairs when they fall due,
p n

on the Housing

@ad. Since 1 April
rReserve, which is
pairs Reserve holds
iture on maintaining the

any balance on the Reserve gho t provision in respect of future
expenditure needs. The amo Inv uld be significant. Where housing is
about to be transferred to a py registered provider and the transfer is of all
remaining dwellings out of, thority's Housing Revenue Account, the
Major Repairs Reserv Id, a@the time of transfer, be nil. As well as funding
capital maintenance, pairs Reserve may also be used to fund the

repayment ofw t.

HCA/GLA role in completing the transfer

7.24.

The HCA/GLA wilMtssue a letter shortly before the local authority is required to
submit a final application for consent. This will remind the local authority of the
information and document requirements, re-confirm the key dates and set out the
staged steps leading up to completion of the transfer. HCA/GLA will produce a
report and recommendation that will be submitted to DCLG in support of the local
authority’s request for consent. This will be confirmation that the HCA/GLA are
content that the transfer is taking place on the basis agreed by Government.

Regulator role in completing the transfer

7.25.

Where a receiving landlord wishes to borrow from a private lender to fund the
purchase of transferred stock it usually secures the loan on the transferring stock.
The receiving landlord must obtain a specific consent to grant a security interest
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in favour of the private lender. The Regulator has powers under section 172 of
the Housing and Regeneration Act 2008 for giving of consents to private
registered providers.

7.26. Other consents may also be required.

7.27. The receiving landlord should follow the guidance for obtaining consents which is
available on the HCA'’s website:

http://www.homesandcommunities.co.uk/ourwork/consent-disposals

and should obtain its own legal advice.

7.28. All appropriate consents must be obtained prior to the retary of State granting
consent.

DCLG role in completing the transfer

7.29. DCLG officials will manage the final part of t application and will
complete the process. They will: 'S

e administer the local authority’s a

related consents after havin

Transfer Contract and plain En

icatign for consent to dispose and other
[ie@ with one electronic copy of the
ary;

e supply electronically signgll versg
postal copies; and

e administer thg.paymeN@Qf overhanging debt and early redemption premiums as
applicable (sv

Issuing the Secretar‘of State’s consent to dispose to the local authority

of the consent letters followed by hard

7.30. As soon as possible after receipt of the formal consent application, DCLG officials
will prepare a draft of the main consent letter. It will include the names of the local
authority and the new landlord, the date by which the transfer should take place
and any additional conditions. The draft consent letter will be sent to the legal
advisers acting for the local authority and the new landlord for checking.

7.31. Once the content of the main consent letter and any other related letters has
been agreed it will be authorised as at the date consent is to be granted.

Issuing other consents under other legislation

7.32. A local authority may wish to supply a loan to the receiving private registered
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provider, for example to assist with the private registered provider set-up costs
and pre-transfer costs. To enable this, the local authority should use the general
consent to provide financial assistance under Section 25 of the Local Government
Act 1988, issued by DCLG in December 2010.

Sending letters to Members of Parliament whose constituencies are
affected by the transfer

7.33. At the time that consent to dispose is given the Minister is likely to write to the
local Member(s) of Parliament within whose constituency the transfer properties
lie confirming his agreement to the transfer.

‘N
\
™
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Annex A: Application Pro Forma

The application should be signed by the lead local authority officer/project leader, the
council’s Chief Executive and the Leader of the council.

(1) Introductory Information

Local authority submitting proposal:

Full name and address, including e-mail of lead local
authority officer/project leader

Full name and address, including e-mail of the council’s
Chief Executive

Full Name and address, including e-mail of the Leader of
the council

MPs whose constituencies fall within the t

Full names and where possible, email ad esss,@ca
of®sal?

Is this a whole stock or partial stoc

If partial stock, give the name o
transfer proposal is known and % of tot
that would transfer

at by which
using stock

How many units wo fers
Of these how leaSehold properties would
transfer?

Of these how mamMy units that are currently
tenanted would transfer?

How many non-decent rented units would transfer?

How many of these were non-decent on 01 April
2012 (i.e. Decent Homes Backlog as defined
within the Decent Homes Backlog programme)?




Proposed sale price

Estimated attributable housing debt at date of transfer:
PWLB debt
Non PWLB debt
Total

Estimated overhanging debt payment required, excluding
debt redemption premium:

PWLB debt

Non PWLB debt

Total

Estimated PWLB debt redemption premium payment
required

Estimated HRA balance following completion of transfer

Current Major Repairs Reserve balance

Current HRA Reserve balance
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(2) Confirmation of compliance

In submitting this application the local authority certifies that the following conditions are

met:

(i)

(ii)
(iii)

That the transfer is supported by councillors. (Please also provide a copy of
resolutions regarding transfer passed by the council, stating the extent of
support for these.)

That the proposed transfer is on freehold terms.

That tenants have been instrumental in developing the transfer proposal and
there is a place for continued active tenant involvement throughout the
proposed scheme design and delivery stages, including considering and

choosing landlord options and, where there is a co ition for the prospective
new landlord, that tenant representatives will be incl n the assessment
panel.

‘N
\
™
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(3) Assessment criteria and evidence

The local authority should submit a business case addressing all of the criteria stated below through the evidence
required in the right hand column. The full business case must:

e Start with an executive summary
e Be set out under the five main headings shown, which follow HM Treasury Green Book business case guidance

https://www.gov.uk/government/publications/the-green-book-appraisal-and-ev ion-in-central-governent

CRITERIA EVIDENCE

STRATEGIC C

(what are the drivers for change phasis on macro benefits)

GROWTH CASE ¢

Annex A Part 4 asks for a profile of the additional new

arket homes built as a result of transfer (i.e. which would

not be built without transfer) split between homes for

private rent and homes for sale

e Why are these homes not deliverable without transfer (e.g.
through disposal of land, a joint venture etc.)? Explain
your response

e What is the current ownership of land which will be
developed?

e What is the delivery assurance for homes planned?
o For those planned in the near term (e.g. years 1 — 5)
please give evidence of certainty of delivery (e.g. that
planning permission is in place, that the land is
identified in the local plan).

o For those planned in later years indicate your view of
the likelihood of delivery and associated risk, with any
backing evidence.

1. Additional market homes.
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Additional affordable homes (note that Government
assumes any homes built with Government grant through
any future affordable homes programme would displace new
build elsewhere) in areas where there is continuing need
and demand, in the context of current government policy in
the first 5 years following the transfer and across a full 30
year business plan.

Annex A Part 4 asks for a profile of the additional new
affordable homes built as a result of transfer (i.e. which
would not be built without transfer)

What is the evidence of need and demand for the number

disposal orY@Rd, a joint venture, etc.)? Explain your
response

What is t ownership of land which will be
devg

plE&SE give evidence of certainty of delivery (e.g. that
lanning permission is in place, that the land is
entified in the local plan).
0 For those planned in later years indicate your view of
the likelihood of delivery and associated risk, with any
backing evidence.

2. Decent Homes and other capital wor

For an Authority which has a Backlog of non-decent
homes (i.e. homes non-decent at 1 April 2012) which is
more than 10% of their stock: what is the estimated cost
to bring that Backlog to 10%?

Annex A Part 4 asks for a profile of additional non-decent
homes in the absence of transfer. Please include here a
comprehensive narrative explanation of why homes can
be brought to/ kept at the Decent Homes Standard as a
result of transfer, and this cannot be achieved in the self-
financing scenario; referencing respective business plans
as necessary. What is the estimated cost of the
additional Decent Homes works?

Are there any other (non-Decent Homes Standard) capital
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3. Local economic activity created through tra

including employment opportunities, apprentice
and support for Small and Medium Enterprise

works required for sustainability of your stock? If yes:

o0 What is the estimated cost of these works?

0 Is delivering these works possible without transfer
(e.g. within your Housing Revenue Account business
plan or through an alternative approach to the
problem)? Please explain.

o How will the transfer business plan address these

se of additional investment. Please
of the external costs of these issues if

Annex A Part 4 asks for additional long term economic
benefits as a result of transfer. Please explain any activity
which creates added jobs or apprenticeship opportunities,
why transfer is a necessary condition for the activity, and
why this is additional (based on the HM Treasury Green
Book definition of additionality).

What will be the benefit to local Small and Medium
Enterprises of the activity under transfer described
above?

Provide a commentary on other local economic activity
resulting from transfer (explaining why transfer is a
necessary condition for the activity).

4.

Innovative forms of governance and public service

Will your transfer deliver innovation in governance and
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delivery.

delivery?
o Do any monetary benefits arise from this innovation
(and to whom)?

5. Delivery of wider government housing and social
policy objectives; including providing new supply,
welfare and social housing reform, increasing tenant
and community empowerment.

Will your transfer help deliver wider government housing
and sociaapolicy objectives, including welfare reform,
mobility ane@ghoice for new and existing tenants? How
will your ifer help give tenants and residents a

THE BUSINESS SUSTAINABILITY CASE
. 2

6. Demand for the stock, in the context of curre

government policy (e.g. welfare reform), is und od
and reflected in business planning for the trangfer
landlord.

stronger p management and future of their
ho explain why these accrue through
tr

tails of:

the extent of long-term demand for the housing to be
transferred,;

any specific demand issues and proposed measures to
address them (including issues of under occupancy
related to current government policy e.g. welfare reform,
and strategies to address this, including stock
rationalisation);

proposals to refurbish and improve stock for which
demand is low. In line with the Written Ministerial
Statement of 10 May and George Clarke’s 12 point plan
we would expect landlords to consider options to upgrade
and refurbish existing homes, in consultation with tenants
prior to considering demolition.

ECONOMIC CASE
(the macro financial position which monetises the benefits shown in the strategic case to demonstrate the benefit to cost
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case)

7. The proposal shows a positive Thirty Year Economic
Impacts Cost-Benefit Analysis

e The local authority should provide data to populate
agreed fields in a Thirty Year Economic Impacts Cost

Benefit Analysis (see Section 4 and Annex C of this

manual).

8. Alternative options have been fully considered and
shown to offer poorer Value for Money, including
retaining stock.

9. Set-up costs, including loan arrangement fees,
minimised, shared appropriately between the
transferring local authority and recipient land
will be off-set through efficiencies.

ails of:

the set-up costs

e the loan-arrangement fees;

e how costs have been minimised;

10. The fundability and viability o
over the long term, and forecast

e A 30 year cashflow forecast and debt profile for the
transferring stock, showing peak debt and when debt is
paid off (where new build is proposed, the impacts on
cashflow and debt profiles should be shown separately).

e Confirmation from potential funders that the transfer is
fundable in principle given current conditions.

11. The condition of the stock to be transferred is
understood, and business and asset management

The local authority has up-to-date and validated information
on the condition of its current stock, reflected in its costed
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planning for the transfer landlord is based on a strong
evidence base in relation to stock condition and that in
particular any specific challenges to maintain stock (e.g.
from non-traditional design, location or social context)
are identified and a strategy to address them through
the transfer is in place.

asset management strategy. Details should include:

the type and condition of housing including levels of
decency;

details of exceptional problems related to stock and how
these have arisen; and

12.

Where a VAT shelter is proposed this will significantly
increase the Transfer Value, represent good value for
money for Government and not adversely impact on
local authority capital expenditure.

13.

*

The proposed arrangement for Preserved Right to Bu
receipts is appropriate.

ation that net receipts from Preserved Right to Buy
s will be used for new affordable housing at no greater

ubsidy cost than under the main affordable homes
rogramme or surrendered to the HCA (or, in London, GLA)

for re-allocation for new affordable housing.

14.

The prospective new landlord is isterd@, or is likely to
achieve registration with the Re n t any
group structure complies with po ational

independence and de-merger.

Confirmation of registration or details of plan to achieve
registration.

Confirmation that de-merger provisions will be put in
place where relevant.

15.

The prospective new landlord represents the most
effective and economic option.

Details of the landlord selection process and comparative
delivery and value for money analysis of alternative
options (including, where relevant, transfer to a new
landlord compared to transfer to an existing landlord).
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FINANCIAL CASE
(the specific public sector costs and benefits of the proposed transfer)

16. The transfer is affordable and offers good value for
money, in particular through maximisation of the

Transfer Value for the stock (and hence minimisation of

any requirement for debt write-off by central

Government.) The case is assessed using a transfer

value reconciliation (comparing the Transfer Value with

the self-financing valuation of the stock), a five year
fiscal flows model and a thirty year public sector cost

benefit analysis

¢

The local authority should provide estimates of key financial
information using the proforma in Annex A Part 1.

should submit its Transfer Valuation

at it reflects:

Wtransfer landlord which conforms to
y and is based on reasonable

s of income maximisation (where relevant
onstraints of a rent guarantee for existing

The local authO

a )

sted investment plan/ asset management strategy for
th€ transfer landlord which reflects the stock condition
and demand information and the need to minimize costs;

The local authority should provide a Transfer Value
Reconciliation (see section 4 and Annex B) with a full analysis
of the drivers of any differences between the Transfer Value
and self-financing value showing the amount attributable to
each driver. Where the transferring local authority or recipient
landlord proposes to make a contribution to the transfer
valuation it should be shown in the Transfer Value
Reconciliation. Where costs are shown in addition to self-
financing assumptions these should be justified in relation to
the benefits set out in the Strategic Case and monetised in the
Economic Case.

For Large Scale Voluntary Transfers only, the local authority
should provide data needed to populate a five year fiscal flows
model and a thirty year public sector cost-benefit analysis
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(see Section 4 of this Manual and Part 4 of this Annex).

17.Revenue savings accruing to the transfer landlord
through efficiencies (e.g. in management and
maintenance)

e Reference to a positive impact on the Transfer Value
shown in the Transfer Value Reconciliation, and how this

is achieved.

18.Impact of the proposed transfer on the local authority’s
Housing Revenue Account

19.The proposed timescale for completion of the
Is achievable, given the resources applied; that
authority has a project plan that allows sufficj
the various key stages including in particylar
funding and selecting or establishing a lglidlo
plan conforms to the 31 March 5 tran
and that a credible alternative p
maintained.

im
tain

this
deadline;
is being

S

Local authorities should be guide the outline

timetable in Annex G.

Transfer project plan and timetable, including the date on
which transfer will take place.

Details of exit strategy and maintenance of an alternative
to transfer.
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(4a) Five Year Fiscal Flows - data requirements (also available as a spread-sheet)

1) Local Authority
Local Authority income and expenditure without transfer (which is foregone through transfer)

Year 1 Year 2 Year 3 Year 4 Year 5 5 Year Total

Income

Rental Income (Em)

Right to Buy receipts (Em)

Expenditure

Management & maintenance (Em)

2

Capital Expenditure on existing stock (Em)

Debt principal repayment - PWLB SF debt (Em)

Debt interest PWLB SF debt (Em)
Debt principal repayment - non PWLB SF debt
(Em)

Debt interest - non PWLB SF debt (Em)

Transfer Case - Local Authority income dit as a result of transfer

Income

Transter recept o new landord (Em) - 1 |

Expenditure

PWLB debt repayment (Em)

Non PWLB debt repayment (Em)
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2) Central Government

Transfer Case - Impact on Central Government Income & Expenditure as a result of transfer

Year 1

Year 2

Year 3

Year 4

Year 5

5 Year Total

Income

Long term voids prevented because of additional
investment (number)

Additional new social homes (number)

VAT receipts from VATable new landlord activity
(Em)

Expenditure

Loss of Right to Buy receipts (Em)

PWLB debt repayment (Em)

PWLB early redemption premiums (£m)

Non-PWLB debt repayment (Em)

Note:
* Refer to Sections 4.29 - 4.41 and Annex &
* Figures for PWLB/non-PWLB debt repaym

[ ] calculated cell
_ Data provided elsewhere
|:| Data required

B*early redemption premiums are gathered from Annex A Part 1
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(4b) 30 year (NPV) profile of Public Sector Cost Benefit Analysis - data requirements (also available as a spread-sheet)

Upfront costs and benefits

Costs

Self-financing valuation (Em)

Benefits

Long Run Benefits

VAT receipts on VATable PRP activity (Em) NPV

Note:
» 30 year NPV is expected to be positive
* Refer to Section 4.29 - 4.41 and Annex C

_ Data provided elsewhere
|:| Data required

|:| Data provided by HCA/GLA/DCLG
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(4c) Additional Data (also available as a spread-sheet)

Additional new social rent homes

Additional new Affordable Rent homes

Additional new LCHO homes

Additional new market homes

Additional new build homes not included above

Additional jobs created

Additional training places (level 3 apprenticeships)

Long term voids prevented

Additional homes brought to Decent Homes
Standard:
Homes that were non-decent at time of transfer

Additional homes brought to Decent Homes
Standard:
Newly arising non decent homes

[Other]

°
\Q

Additional investment in existing stock (Em per
year)

Irrecoverable VAT (Em per year)

[Other]

Note: By “additional” is meant any economic impact benefit that would not occur without transfer and which takes account of factors impacting on

additionality such as leakage, deadweight, displacement and substitution. See HM Treasury’s Green Book for more information.
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Additional new social rent homes

Additional new Affordable Rent homes

Additional new LCHO homes

Additional new market homes

Additional new build homes not included above

Additional jobs created

Additional training places (level 3 apprenticeships)

Long term voids prevented

Additional homes brought to Decent Homes
Standard:
Homes that were non-decent at time of transfer

Additional homes brought to Decent Homes
Standard:
Newly arising non decent homes

[Other]

(&0‘

Additional investment in existing stock (Em per
year)

Irrecoverable VAT (Em per year)

[Other]

Note: By “additional” is meant any economic impact benefit that would not occur without transfer and which takes account of factors impacting on

additionality such as leakage, deadweight, displacement and substitution. See HM Treasury’s Green Book.for more information.
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Additional new social rent homes

Additional new Affordable Rent homes

Additional new LCHO homes

Additional new market homes

Additional new build homes not included above

Additional jobs created

Additional training places (level 3 apprenticeships)

Long term voids prevented

Additional homes brought to Decent Homes
Standard:
Homes that were non-decent at time of transfer

°

Additional homes brought to Decent Homes
Standard:
Newly arising non decent homes

[Other]

&Q\\

Additional investment in existing stock (Em per
year)

Irrecoverable VAT (Em per year)

[Other]

Note: By “additional” is meant any economic impact benefit that would not occur without transfer and which takes account of factors impacting on

additionality such as leakage, deadweight, displacement and substitution. See HM Treasury’s Green Book.for more information.
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Additional new social rent homes

Additional new Affordable Rent homes

Additional new LCHO homes

Additional new market homes

Additional new build homes not included above

Additional jobs created

Additional training places (level 3 apprenticeships)

Long term voids prevented

Additional homes brought to Decent Homes
Standard:
Homes that were non-decent at time of transfer

°

Additional homes brought to Decent Homes
Standard:
Newly arising non decent homes

[Other]

&Q\\

Additional investment in existing stock (Em per
year)

Irrecoverable VAT (Em per year)

[Other]

Note: By “additional” is meant any economic impact benefit that would not occur without transfer and which takes account of factors impacting on

additionality such as leakage, deadweight, displacement and substitution. See HM Treasury’s Green Book.for more information.
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Annex B: Transfer Value Reconciliation example

also available as a spread-sheet

Total number of tenanted
[Name of local authority] dwellings

Add/(Subtract) | Description NPV | NPV £ | Comment

Items increasing valuation compared
to self-financing e.g. management
Add efficiencies 0.0 0.0

Items reducing valuation compared to
Less self-financing e.g. irrecoverable VAT 0.0 0.0

Add Contribution from local authority 0.0 0.0

Add Contribution from receiving landlord 0.0 0.0
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Annex C: Calculation of Economic
Impacts Cost-Benefit Analysis

A set of potential Economic Impacts benefit headings, and the information required
for each, is set out below. This information is collected through the data sheet at
Annex A Part 4c.

These benefits accrue from an increased supply of affordable housing and building
activity, both through new build and reduced void levels, and additional investment in
the existing stock. Applicants should only utilise headings which are relevant to their
own Strategic Case. Applicants may also want to propose other benefits, along with
a methodology for monetising these and associated calculations. These should be
discussed with the HCA or GLA at an early stage.

All Economic Impact benefits will need to be:

e demonstrably additional against a base case of s remaining in council
ownership (see page 52 of the HM Treasury Gr K);

e well evidenced.

Labour mobility: Areas with higher housing

regyore likely to have
constrained labour supply (fewer pecgle n a Ive in these areas). This can

have a detrimental impact on business iveness, because firms find it
harder to recruit a sufficient number of p8@ple at'affordable wages. More housing,
particularly in high demand ar sepbour supply constraints bringing

benefits to local businesses. La
your annualised data on addiffoMal

Additional Jobs: Whegdfloc rities are able to provide robust evidence that
additional jobs creat®@l as a result of transfer rather than displaced from
elsewhere, DC on&ise the economic benefits of increased employment in
the building indu ata on gross value added from each additional
construction sect

Apprenticeships: DCLG include the benefits of increased skill levels from the
training and on-site work experience apprentices receive in the cost-benefit analysis,
measured by the expected higher wages they will earn during their lifetimes. Both
additional new build an additional works to stock may create construction apprentice
places. Apprenticeship benefits are generated from your annualised data on
additional training places leading to level 3 apprenticeships created.

Land value uplift:

The price of land which comes with a permit for residential buildings is far higher
than land used for other purposes (e.g. farming). New build housing therefore
encompasses this “land value uplift”, which represents the added value individuals
place on using land for housing as opposed to an alternative use. DCLG include this
land value uplift in the cost-benefit analysis for each new build home. This benefit is
generated from your annualised data on additional new build.

Distributional benefits: On average social tenants have a lower income than the
general population. An individual on a lower income will value an extra £1 more
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than an individual on a higher income. As tenants in the social rented sector are in
effect receiving a subsidy in the form of lower rents, we include in our cost-benefit
analysis the distributional impact. This is calculated using a Welfare Weighting
based on the income distribution. This benefit is generated from your annualised
data on additional new build of social housing and voids prevented.

Reduced overcrowding: Many academics and experts believe that overcrowded
housing has a detrimental impact on health and education outcomes and many
studies have been written on this. According to the English Housing Survey, about
6% of households in the rented sector are overcrowded. We include the health and
education benefits of reduced overcrowding from the additional availability of
affordable housing. This is generated from your annualised data on additional new
build of social housing and voids prevented.

Decent Homes: In addition to benefits relating to new build we also include benefits
from renovation of non-decent housing to the Decent Homes Standard.

(DWe include health benefits from the Decent HC
relate to health issues such as mould and air quality, ag
This is generated from your data on additional homes
standard.

es programme, which

(i) Using guidance from the Departmegt ne@y and Climate Change we
also calculate the reduction in energy usage missions from the Decent
Homes programme and so the envirdh efits. This is generated from your

data on additional homes at the Decen meS$tandard.

Worked example

The following example enemt of increased housing supply on labour mobility
shows the methodologf€@l ap we have adopted. The numbers used are
illustrative.

The impact of lab obility is about £320 a year per new home built or brought
into use in 2015/16@We uprate this figure by inflation over future years.

year 1 year 2 year 3 year 4 year 5
£320.0 £330.9 £342.13 £354.79 £368.67

The transfer application will tell us the number of new homes to be built or brought
back into use. Here we assume that 100 new homes are built in year 3. The benefits
of the new build would be calculated as the impact of labour mobility (figures above)
per home multiplied by the number of new units (i.e. 100), as follows:

year 1l year 2 year 3 year 4 year 5
£0 £0 £34,213 £35,479 £36,867

We then discount the values by the GDP deflator and social time preference to allow
us to compare values on a consistent basis over time, in “year 1” money terms. In
our example this gives the following figures:
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year 1 year 2 year 3 year 4 year 5
0 0 £30,698 £30,154 £29,681

We interpret the figure of £30,698 as the benefit of increasing labour mobility arising
from 100 new homes in the third year only, in terms of the monetary value in year
one. For the full 30-year benefit we sum each “in year” figure over the 30 years, i.e.:
£0 + £0 + £30,698 + £30,154 + £29,681 +.. etc etc.

We apply this approach to all the costs and benefits accruing from the policy, to get
the full impact of the transfer.

‘N
\
™
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Annex D: Dealing with overhanging debt
payment and early redemption premiums
and discounts

1. The Annex applies only where a local authority seeks financial support from
Government for transfer.

2. Where a local authority considers that the capital receipt from the sale of its
housing and associated assets will be less than the attributable housing debt on
the dwellings sold and associated early redemption premiums, then it may wish
to seek Government support to write off this overhanging debt and/or associated
early redemption premiums. In order to secure this support it will need approval
from DCLG Ministers following assessment by DCLG and HM Treasury in
conjunction with the HCA (or in London, GLA) of its transfer application.

i Public Works Loan
xceptionally, on a

3. DCLG support for debt write-off is available in respegs
Board debt and associated early redemption premi
case by case basis, DCLG may agree to provi
Works Loan Board debt, where no Public W
No support will however be provided for earl
with non-Public Works Loan Board debt.
need to be met directly by the lod®l a i
landlord. In the latter case this wofighre he transfer value and increase the
overhanging debt write-off zequi ing the business case for transfer
harder to make. Note that Pu rks Loan Board debt includes debt to
other public sector organigai

BOard debt is available.
tion premiums associated

4. Where transfer appligati@us arg#approved, DCLG will agree to write off up to a
specific amount of ta expectation is that this figure will not rise.
ich increase the level of support for debt write-off
agreement which may not be given.

5. Government ré@ognise that early redemption premiums or discounts payable on
Public Works LOgn Board debt at the date of transfer are uncertain but will wish
to establish as far as possible what these are likely to be and that they are
reasonable when considering a transfer application.

Agreeing which debts will be repaid

6. As part of its transfer application, a local authority should submit details of its
portfolio of debts and which it proposes should be paid off by the receipt from the
transfer landlord and Government support.

7. Where a local authority is operating a one pool approach to their debt,
Government expects that the same proportion of all the local authority’s Public
Works Loan Board debt would be repaid by the receipt from the transfer landlord
and financial support from DCLG. Where local authorities have identified a
separate Housing Revenue Account debt pool, Government expects that these
debts would be repaid in full, subject to gaining assurance that this will not result
in materially higher early redemption premiums than would otherwise be the
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case.

Government is however willing to consider alternative approaches put forward by
local authorities that they consider will, for example, lead to a better
rationalisation of debt. Authorities are advised to discuss with the HCA/GLA at
an early stage any proposed arrangements for which debts will be repaid. These
will need to be agreed in advance of any approval of a transfer application.

Arrangements for repaying debt and early redemption
premiums

9.

10.

11.

12.

The amount of DCLG financial support for the write-off of Public Works Loan
Board debt should be agreed in advance of the local authority’s formal
application to the Secretary of State for transfer under sections 32-34 and/or
section 43 of the Housing Act 1985. Failure to do so may result in the Secretary
of State withholding consent.

hosen for the debt
orking days before

The local authority should discuss with DCLG the date
repayment normally within a week after the transfe
this date the local authority should notify the Publi oan Board of the
debt to be repaid. The Public Works Loan B i late early redemption
premiums or discounts and notify the local a f these. The local authority
should in turn notify DCLG.

9

Repayment of debt and associatedga
the local authority and DCLG twQ wORsing
the Public Works Loan Bo&gd.

DCLG will repay debt as
redemption premiums of all th
the balance of the tR@L it
Board as bejng rep
amount of
the Public

breakdown o
local authority.

mption premiums will be made by
s after notification of repayment to

agreed with the local authority and early

t being repaid. The local authority will repay
s previously notified to the Public Works Loan
ce a local authority has notified DCLG of the total
redemption premiums to be repaid, DCLG will e-mail
oard, copying in the local authority, with details of the
ments to be made by DCLG and payments to be made by the
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Annex E: Checklist: Four weeks prior to
CO n Se nt also available as a spread-sheet

FOUR WEEKS PRIOR TO CONSENT

[Name of local authority]

Consent date: [Monday]
Transfer completion date: [Friday]
20 working days prior to target consent date [Date]
Items to be submitted by the local To To

authority DCLG | HCA/GLA Date
Formal application for consent under sections

32-34 and/or 43 of the Housing Act 1985 To Cc

Formal certification that consultation has been
carried out in accordance with Schedule 3A to
the Housing Act 1985 To

The name, address and telephone number

(and email address) of lawyers acting for the
local authority, the prospective new landlord
and the funders and name of the person wit
whom to liaise To Cc

Details of any representations made bgot
parties who have an interest in thedgan

e.g. leaseholders To Cc
Written confirmation of the t To
Final versions of consuliati ial, if not

already provided To
A copy of propgsed ten agreement or

confirmation th S ut in the

consultation do To

Final confirmatiorgbf the transfer value,
Housing debt and @bt write-off requirements
(as previously agreed with DCLG). To

Details of the funding arrangements, including
the amount of any loan, the lender and the
length of repayment period and copy of
funding agreement or confirmation that the
transfer would be funded under existing loan
arrangements To
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10 working days prior to target consent date

[Date]

Items to be submitted by the local
authority

To To
DCLG HCA/GLA

Date

Council minutes resolving to proceed with the
transfer

To

Where a new social landlord is being
established, a copy of registration of new
landlord with Registrar of Friendly Societies,
Companies House or the Charity Commission
and the HCA.

To

Council to contact the Public Works Loans
Board to discuss arrangements for the
payment of overhanging debt if applicable

3 working days prior to target consent date

[Date]

Iltems to be submitted by the local
authority

To To
DCLG HCA/GLA

Date

1 electronic copy of the final Transfer
Contract.

1 electronic copy of the of the plain English
summary and Transfer Contract che®klis
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SUMMARY OF KEY FACTS

[Name of local authority]

Confirmation of numbers of dwellings
transferring (tenanted, leasehold and
total)

Confirmation of number of non-decent
dwellings transferring

Name of MP(s) for the area

If a new social landlord, date
registered with HCA and the
Registration number

Cost of programmed works planned
after transfer (EXXm over XX years)
and summary description of works to
be carried out

Summary of tenant consultation
activities carried out by the local
authority

Confirmation of the date the Stage 1
notice was issued

Confirmation whether responses to
the Stage 1 notice were received

A summary of responses received to
the Stage 1 notice and the local
authority's reason to proceed with
transfer

Confirmation of the date the Stage 2
notice was issued

Name and e-mail of person in local
authority dealing with the
Overhanging Debt calculation
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Annex F: Tenant Consultation

The statutory guidance on tenant consultation

https://www.gov.uk/government/publications/consulting-council-tenants-about-
selling-their-homes-to-a-private-landlord-statutory-guidance

covers requirements for the formal two-stage consultation process. In addition,
authorities should follow current good practice for involving and consulting tenants.
This includes:

e drawing up a communication strategy which sets out how it proposes to
involve and communicate with tenants and other interested parties;

e ensuring that tenants have access to independent advice and support
provided by an Independent Tenants Adviser. The role of the Independent
Tenants Adviser should include capacity building'@gd training at all stages of
the transfer process, including after completion g ransfer; and

e considering carefully how it will enable and encd % ¥ tenants to
participate both before and after transfer, j pynoWm@Se from minority and
equalities groups and those not normally sdhted

A range of methods should be emplgye engure different sections of the

community are aware of the proposal sues. Pamphlets, leaflets, posters,
press advertisements, newslefters etiQgs, door-knocking, exhibition caravans,

telephone hot-lines and short been used by authorities in the past.

If a local authority is proposing to
provider this landlord s

fer homes to an existing private registered

dra consultation material; and

tact with tenants ahead of the ballot. This will allow the
tenants to g&k an understanding of the nature of the organisation, its structure,
ethos, objectWes and what it has to offer. It is important that the information is
consistent with that provided by the local authority and that it is up to date.
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Annex G: Timetable for transfer

The length of time it takes to go through the transfer process will vary depending on
a number of factors, including the amount of funding required and the complexity of
the case. The timetable below is therefore indicative, but may be of help to local
authorities in their planning. Where Government support for debt write-off or
associated early redemption premiums is not sought, no DCLG/HM Treasury
approval of the application is required.

Preliminary discussions with HCA/GLA and
submission of draft transfer application leading to
formal transfer application (full business case)

HCA/GLA considers transfer application: a

e where debt write off is not required

HCA/GLA responds direct to local authority; 6 -10 weeks
e where debt write off is required, HCA/GLA
work with DCLG/HM Treasury to assess
application and make recommendatio\
Ministers
‘A\
Ministers approve support for debt write-off 1 week
. v
HCA/GLA notify that Gover ent\ntent and
local authority may pro orgdal consultation 1 week
subject to Offer Eocum bei greed v
Local authority statutory consultation (Stages 1 9 weeks
and 2) - v
Engagement with Social Housing 20-35
Regulator weeks
v
Four week checklist 4 weeks
v
Transfer completes
v
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Annex H: Contact detalls

HCA

Mick Cowan, mick.cowan@hca.gsi.qgov.uk, 020 78745869
Yasmin Fearon, yasmin.fearon@hca.gsi.qgov.uk, 01925 644638

GLA

Nick Taylor, nick.taylor@london.gov.uk, 020 7983 5891
Amena Matin, amena.matin@london.gov.uk, 020 7983 5868

DCLG
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Ministerial Foreword


Stock transfer has had a profound impact on social housing in England. Since 1988 around 1.3 million former council homes have been transferred to the ownership of private registered providers. That’s enabled billions of pounds of investment in bringing homes up to a decent standard and the delivery of thousands of new affordable homes by newly created private registered providers of social housing.


The introduction of self-financing from April 2012 means that we have needed to re-think the case for transfer.  For the first time we have put the financing of local authority housing on a stable, long-term footing, and we would not expect to see the numbers of transfers we have seen in the past.


The tough decisions we have to make to tackle the deficit inherited from the last Administration mean that we will need to look hard at proposals to transfer stock to ensure that they represent good value for money.


The approach we have set out to support that assessment is a new one, which, as responses to our consultation on the draft manual emphasise, raises the bar for transfer.  But where the business case stacks up and transfer is backed by tenants, this manual makes clear we will facilitate and support transfers, including through providing Government support for debt write-off.

We want to encourage not only stock-holding local authorities, but also tenants and existing private registered providers to consider the opportunities which stock transfer may provide.  Alongside this manual we are laying before Parliament the Right to Transfer Regulations which will for the first time give local authority tenants a statutory right to initiate a transfer process and require the local authority to co-operate as tenants explore the options.    


Responses to our consultation on the draft manual sought clarification on a number of issues.  I hope this manual provides that additional clarity whilst remaining a much shorter document than its 2005 predecessor.  That reflects an approach that is based more on principles than detailed prescription; one that I hope will encourage innovative approaches to transfer that will deliver real benefits to tenants and local communities.


[image: image1.emf]

Kris Hopkins MP

Parliamentary Under-Secretary of State

1. Introduction 


1.1. Housing transfer is the voluntary transfer of ownership of all or some of a local authority's tenanted and leasehold homes to a private registered provider (see Section 2 for definitions) in return for a payment for the value of that stock.


1.2. Government wants to encourage transfer where this represents good value for money and where it will lever in additional private investment that delivers growth through:


· more affordable housing;


· local economic activity; and


· providing a robust, long-term future for estates and neighbourhoods, including by compliance with the Decent Homes Standard.  

1.3. As the written ministerial statement of 10 May 2013
 makes clear, the Government wants to see a focus on refurbishment and improvement of rundown or vacant properties rather their demolition.  We would expect, in line with George Clarke’s 12 point plan
, landlords to consider options to upgrade and refurbish existing homes, in consultation with tenants, prior to considering demolition.


1.4. Government is particularly interested in supporting transfers that are part of a wider vision for achieving or maintaining local growth.  The Government will continue to explore options for increasing the role existing private registered providers may, with the support of tenants, be able to play in delivering those objectives through transfer.

1.5. Government expects transfer to support transparency.  Landlords to whom stock is transferred should be open and accountable to their tenants and the wider public.

1.6. This manual replaces the 2005 edition and its 2006 Supplement, and applies (in whole or part) to all housing transfer applications.  This edition is issued jointly by the Homes and Communities Agency (HCA), the Greater London Authority (GLA) and Department for Communities and Local Government (DCLG).  It applies to transfers in the period to March 2015. Annex G sets out an indicative timetable for the process from submission of a transfer application to Secretary of State consent to transfer.

1.7. This manual is aimed primarily at local authorities considering or pursuing transfer but will also be of interest to tenants and prospective recipient landlords.  It sets out the process a council is required to follow in order to gain consent from the Secretary of State to transfer and the issues that will be considered in assessing individual transfer applications.  It describes the submissions required ahead of the final application for consent, and the criteria by which these submissions will be assessed.


1.8. This process is designed, in particular, to ensure that a transfer receiving consent will deliver maximum benefit, in terms of Government priorities, for minimum cost.  Councils will, in general, hold debt secured against their housing stock and serviced by its rents.  When stock is transferred the related debt will need to be repaid, and if the Transfer Value of the stock is insufficient for full repayment, central Government will be required to assist.  This is a process known as overhanging debt write-off.  Minimising cost through the transfer process means ensuring transfer values are maximised and overhanging debt write-off minimised.


1.9. Consultation with tenants during transfer is governed by statute (Schedule 3A to the Housing Act 1985).  The relevant statutory guidance, issued in July 2009, should be read alongside this manual and can be accessed at: 


https://www.gov.uk/government/publications/consulting-council-tenants-about-selling-their-homes-to-a-private-landlord-statutory-guidance

2. The Housing Transfer Process

2.1. For transfer to take place the consent of the Secretary of State under sections 32-34 and/or 43 of the Housing Act 1985 is required. Before giving that consent and agreeing to provide any support for debt write-off, the Secretary of State will wish to be sure that the proposal offers value for money; accords with Government policy; has the support of the tenants involved; and provides them with the protection of a regulated landlord.  


2.2. The Secretary of State will consider these matters in full when deciding whether to grant consent to the transfer.  In addition, prior to proceeding to formal consultation, the local authority must have its application for transfer approved by the HCA or GLA.  Where Government support for overhanging debt write-off is sought, the application will be assessed by HCA or GLA in conjunction with DCLG and HM Treasury and DCLG and the decision on whether to provide support will be made by DCLG Ministers. The decision on whether to approve an application will be based on an assessment of the business case for transfer, as described below.

2.3. The Transfer Manual (“the manual”) is divided into five further sections, corresponding to the main activities and decisions in the transfer process.  


· Section 3: Deciding to pursue transfer - preliminary activity, leading to a decision to pursue transfer;


· Section 4:  Submission of an application – preparing an application for stock transfer by demonstrating the maximisation of benefits and minimisation of costs, including, where relevant, specifying any required debt write-off;


· Section 5. Submission of a formal consultation proposal – preparing to formally consult tenants;


· Section 6: Regulatory requirements – parallel Regulatory activities, including submission of a registration application for a new landlord (where relevant)


· Section 7: Submission for Secretary of State's consent and completing the transfer – completing the process.


2.4. A local authority pursuing transfer and the receiving landlord will also need, in parallel, to pursue the financing of the transfer.


2.5. Any organisation receiving local authority stock must be a private registered provider registered with the Social Housing Regulator (“the Regulator”).  It can be a not-for-profit or a for-profit organisation. Such a recipient is referred to in this manual as a private registered provider to distinguish it from the transferring local authority, which is also a registered provider.  Not-for-profit private registered providers are informally known as housing associations.


Large Scale Voluntary Transfers


2.6. A Large Scale Voluntary Transfer is the transfer of 500 or more tenanted and leasehold properties.  A Large Scale Voluntary Transfer can include all the stock owned by a local authority or a part of it. The latter is known as a partial stock transfer.  Any Large Scale Voluntary Transfer which requires central Government to write-off housing debt or associated earlier redemption premiums will need to follow all stages set out in the manual. (Note paragraph 7.14 which specifies which early redemption premiums will be supported by central Government). 

2.7. A local authority wishing to carry out a Large Scale Voluntary Transfer which requires central Government to write-off housing debt may apply at any time through submission of an application (see Section 4).  As noted in Section 3, the HCA/GLA will expect to have significant contact with a local authority prior to the submission of an application, and hence would expect to be already aware of any such proposals.


2.8. A local authority wishing to carry out a Large Scale Voluntary Transfer which does not require debt write-off or Government support for early redemption premiums will be required to follow a similar process including approval from the HCA/GLA to proceed to formal consultation, but no DCLG approval will be required beyond provision of consent to transfer from the Secretary of State at the end of the process. There will be scope to reduce the application requirements on a case by case basis at the discretion of the HCA/ GLA. As noted in Section 3 the HCA/GLA will expect to have had significant contact with a local authority in this position prior to the submission of an application.


Small Scale Voluntary Transfers


2.9. A Small Scale Voluntary Transfer is the transfer of 499 or fewer tenanted and leasehold properties over 5 years or less.  Government support for overhanging debt is not available for Small Scale Voluntary Transfers.


2.10. A local authority wishing to carry out a Small Scale Voluntary Transfer will be required to follow a similar process to that described for Large Scale Voluntary Transfers in paragraph 2.8 above, including submission of an application. However there will be scope to reduce the application requirements including the following:  

· in Annex A, Application Pro-Forma, the level of detail provided against narrative questions should be commensurate with the scheme's size and complexity;


· whilst a completed Transfer Value Reconciliation is required, supporting information should be commensurate with scheme size;


· a Cost Benefit Analysis will not be required.


2.11. As noted in Section 3, the HCA/GLA will expect to have had significant contact with a local authority in this position prior to the submission of an application.


Community Led Stock Transfers


2.12. Where a tenant group brings forward transfer proposals under The Housing (Right to Transfer from a Local Authority Landlord) (England) Regulations 2013, then the process set out in this transfer manual applies in the same way depending on whether the community led stock transfer is a Small Scale Voluntary Transfer or a Large Scale Voluntary Transfer, and in the latter case, whether they are seeking Government support for debt write-off.  


2.13. Tenant groups interested in pursuing transfer should in the first instance familiarise themselves with the Right to Transfer Regulations and the associated statutory guidance.  

2.14. Broadly the provisions of the transfer manual apply from the stage at which the tenant group has presented its feasibility study to the local authority and this has been accepted.  Tenant groups are recommended to engage at an early stage with the HCA (or in London, the GLA).  The HCA/GLA will not consider a transfer application whilst a request for a Determination from the Secretary of State is outstanding.


The Role of Government and its Agencies


Role of the Department for Communities and Local Government (DCLG)


2.15. DCLG is responsible for:

· setting, articulating and interpreting the overall policy framework and value for money criteria which will apply in assessing transfer applications;


· assessing, in conjunction with HCA or GLA and HM Treasury, transfer applications where support for debt write-off or early redemption premiums is sought, and making recommendations for approval for financial support to Ministers;


· considering whether consent to transfer should be granted by the Secretary of State; and


· any central Government arrangements for the payment of debt, early redemption premiums or discounts.


Role of the Homes and Communities Agency (HCA) and the Greater London Authority (GLA)


2.16. The GLA acts in relation to stock owned by London Boroughs, the HCA in the rest of England.  They are responsible for: 

· initial discussions with a council that is considering transfer; 


· carrying out formal assessments of each transfer application (alongside DCLG and HM Treasury where financial support for debt write-off or early redemption premiums is sought), including an assessment of value for money based on reliable evidence of how the proposal delivers Government, and in London, Mayoral, priorities; 


· approving tenant information provided in the formal consultation;

· assessing the provision of tenant information in the Formal Consultation;


· recommendations to DCLG on consent to transfer applications to the Secretary of State;


· managing the transfer caseload, including agreeing each local authority's transfer timetable.


2.17. Within the HCA:

· area officials may advise transferring authorities at their request;


· the HCA in its capacity as Regulator will:


· decide, through its Registration Committee, whether any proposed new social landlord, created to receive transferring stock, meets the criteria for registration; and

· discuss with an existing private registered provider the implications for its current business plan of taking on additional stock through transfer.  


Regulatory engagement, including where relevant the registration process, will largely occur following the approval of the transfer application.  Given the need for registration prior to final Secretary of State consent, comments from the Regulator will be considered as part of earlier assessments of the initial application.  Otherwise, the HCA will manage any conflicts of interest between its functions through appropriate protocols.


Completion deadline 


2.18. Applications to transfer stock under the terms of this manual that seek support for overhanging debt write-off must be made on the basis that transfer will complete by 31 March 2015. Where Government offers to provide support for overhanging debt write-off in 2014-15 following an application, the support will be conditional on expenditure being incurred by 31 March 2015. The risk of funding being unavailable in the event of delayed completion of a transfer falls to the local authority and not to Government.


3. Deciding to Pursue Transfer


3.1. A local authority landlord will review the make-up and delivery of its services on a regular basis, and consideration of transfer may result from this.  Reasons for considering transfer include:


· to allow the transfer landlord to borrow on private markets outside constraints on public debt, in order to invest in new or existing stock and create local economic activity;


· in response to tenant wishes or to create new or innovative models of public service delivery;


· and for partial transfers, to remove stock from the Housing Revenue Account which is challenging for a self-sustaining business plan, due to its construction, occupancy or estate issues.


3.2. Self-financing has enabled council landlords to implement sustainable 30 year business plans and asset management strategies.  Any transfer proposal should emerge from and be aligned with these documents.


Preliminary Activity


3.3. Submission of a transfer application will draw together significant preliminary work.  A local authority will need to ensure it has evidence to illustrate how it meets the conditions and criteria used in assessment, including the demonstration of councillors’ support.   More generally any transfer proposal will need to demonstrate value for money (in particular by minimising any required debt write-off) and alignment with Government priorities.  These should inform consideration of transfer from the outset.


3.4. A local authority should inform the HCA/GLA of its interest in transfer at the time this is first given serious consideration.  The local authority should maintain a dialogue with the HCA/GLA prior to the submission of a transfer application, to help it provide the required information.


Involving Tenants 


3.5. Tenant consent, through a ballot, is required before a transfer can occur.  The Secretary of State’s consent will only be obtained if tenants have been full participants in decision making from the outset.  Within the application the local authority will need to confirm that tenants were involved in the appraisal of options prior to the decision to move towards transfer.


Community-initiated transfer proposals


3.6. Where a tenant group wishes to explore the benefits of transfer, The Housing (Right to Transfer Local Authority Landlord) (England) Regulations 2013 will require local authorities to co-operate with that process.


3.7. There are a number of options for community-based, tenant-led private registered providers to receive transferred stock, including co-operatives, tenant and staff mutuals, tenant majority boards and Community Gateways.  As with all transfer applications, significant weight is likely to be given to the extent to which the transfer landlord can deliver efficiencies and contribute to local economic growth through the delivery of new affordable housing.  Transfer to an existing private registered provider able to generate economies of scale and with a track record of house building may accordingly be a better option than the creation of a new small stand-alone landlord, although a tenant group may decide to pursue this route. 


Proposed partial transfers


3.8. When proposing a partial transfer, the local authority will need to demonstrate (as part of the application) that the proposal has been considered in terms of community geographical boundaries or communities of interest.  The local authority is responsible for ensuring the sustainability of the stock retained following a partial transfer.


3.9. For partial transfers, the debt associated with the transferring stock should be attributed as set out in paragraph 4.7.

3.10. The importance of early consultation with tenants applies to partial transfers. 


Choosing the prospective new landlord


3.11. A local authority will need to identify the proposed type of receiving landlord before submitting an application, or, where this is outstanding, a clear process for making the specific choice of landlord, including details of any competitive process (see Section 6: Regulatory Requirements).


Options for the type of landlord


3.12. As a part of its preliminary work, a local authority will need to consider with its tenants what type of new landlord should take over the housing. The options are:


1. an existing private registered provider;


2. a newly established subsidiary of an existing private registered provider (either part of an existing group structure or through the creation of a new group structure);


3. a newly established free-standing private registered provider;


4. a number of newly established private registered providers that will make up a new group; and

5. a newly established free standing private registered provider based on an existing organisation managing the stock, e.g. an Arms Length Management Organisation.


Involving Tenants


3.13. The local authority should work with, and consider ways of helping tenants in, weighing up the relative advantages of:


· different types of transfer landlord  (including set-up costs, ability to obtain private finance, and the potential to minimise Government debt write-off and hence maximise the application’s chance of success); and,


· specific potential recipients for their homes. 


The latter might be as part of an informal selection procedure or through holding a competition between invited private registered providers.  Tenants might, for example, be involved in drawing up the specification for potential bidders, agreeing a short-list and contributing to the final selection (see Section 6). 


3.14. As a part of its application, a local authority will need to confirm that tenants have been/ will be made fully aware of all the new landlord options and what each option offers to tenants in relation to their particular circumstances, and provide evidence that they are fully involved in the final landlord choice.  


Using a Competitive Process for Landlord Selection


3.15. The Government encourages the use of a competitive landlord selection process as a means of ensuring the best price is obtained for the stock being transferred and optimising value for money.


3.16. The local authority should ensure that all bids are capable of complying with the Regulator’s policies and registration criteria. The local authority must provide copies of any bids received from existing private registered providers to the Regulator. The private registered provider should inform the Regulator when they are bidding for stock. The Regulator will not interfere with the commercial negotiations between the local authority and interested private registered providers but the Regulator will consider the reasonableness of key assumptions underlying the different business plan projections of private registered providers’ bids and provide this analysis to the HCA/GLA for the purposes of the value for money assessment. 


Establishing a Group Structure


3.17. A local authority with large stock holdings may consider establishing a new private registered provider with a group structure, or transferring as a subsidiary of an existing private registered provider. The Regulator should be consulted about a proposed group structure at an early stage (see Section 6). 


3.18. When these options are being considered, there should be no constitutional or contractual constraints on future restructuring of the group, e.g. there should be mechanisms which allow subsidiaries to demerge from the group (subject to consent of the parent private registered provider, not unreasonably withheld).


Transferring a Direct Labour Organisation


3.19. A local authority will need to decide whether any Direct Labour Organisation should transfer. If a Direct Labour Organisation is transferred this should not add to the transaction cost of the transfer (including the set-up costs). In their assessment of value for money the HCA/GLA will expect to review the impact on set-up costs. As described below, however, a Direct Labour Organisation may help support the financial case for transfer by reducing irrecoverable VAT and hence increasing the Transfer Value.


Corporate impact and employment arrangements


3.20. The local authority is responsible for assessing the effect of transfer on its wider position and activities, and specifically (i) the delivery of other services, (ii) the overall financial position, covering the general fund, (iii) for whole stock transfers, the effect on its corporate structure, and (iv) for partial transfers, the continuing viability of its Housing Revenue Account Business Plan for the retained stock.  The local authority will continue to have a strategic housing role after transfer and should ensure it retains a sufficient budget and staff complement. 


3.21. The local authority is responsible for assessing the implications of transfer on employment arrangements and for consultation with staff, including ensuring compliance with Transfer of Undertakings (Protection of Employment) Regulations (TUPE) where relevant.


Maintaining an Alternative Plan

3.22. There are risks to the successful completion of a transfer; for example Ministerial consent may be withheld at some stage in the process, private finance may be unobtainable, the tenant ballot may be against proceeding, or it may not be possible to complete the transfer by March 2015.  It is therefore important that throughout the development of the transfer proposal an alternative plan for the landlord function, with a viable long-term business plan, is maintained.


4. Submission of an Application 


4.1. This section sets out the process for submission and assessment of a transfer application and explains the material that authorities need to submit.  The Secretary of State is unlikely to grant consent to a transfer unless an application is approved ahead of the formal consultation with tenants.


4.2. Tenant led transfers should follow the same process. It is likely that the tenant group, supported by the local authority or the proposed new landlord, will submit the application. This should be sent to the local authority at the same time. HCA/GLA will not consider the application if a request for a Determination from the Secretary of State is outstanding.  HCA/GLA may contact the local authority directly for clarification or confirmation of facts.


The Application and Full Business case

4.3. Applicants must submit a completed version of the pro forma shown at Annex A.  

4.4. Part 3 of the pro forma covers the full business case for the transfer and approval of the application centres on evaluation of this.  The full business case is organised under five main headings and an applicant’s full business case must be presented in line with these headings, which follow HM Treasury Green Book business case guidance:

https://www.gov.uk/government/publications/the-green-book-appraisal-and-evaluation-in-central-governent

Business cases will be assessed to ensure that:

4.4.1. they present a strong case for transfer: the Strategic Case covering drivers for change, with strong emphasis on macro benefits.  Criteria include how the transfer will help deliver wider Government, and in London Mayoral, housing and social policy objectives (in particular the contribution to growth through additional homes, investment in the existing stock and local economic activity);


4.4.2. they deliver value for money: the Economic Case which monetises the benefits shown in the strategic case to demonstrate a positive benefit to cost position. Where precise figures are unavailable estimates are acceptable, if based on demonstrable, reliable evidence;


4.4.3. the transfer is viable: the Commercial Case covering indicative fundability of the transfer, asset management, delivery risks and landlord selection;


4.4.4. they are affordable by Government: the Financial Case covering the specific public sector costs and benefits of the proposed transfer. Criteria include demonstrating that the Transfer Value has been maximised and any debt write-off requirements minimised; and


4.4.5. they can be delivered within an agreed timetable: the Management Case covering the timely delivery of the transfer project.  Criteria include demonstrating that the project plan for transfer is achievable given the resources available. 


The Transfer Value


4.5. The Transfer Value is the amount the receiving landlord will pay for the stock (a purchase generally financed by borrowing).  It is therefore also the receipt the local authority will receive and which it can use to pay down associated debt.  A local authority intending to transfer homes will need to generate a Transfer Value using a discounted cash flow model for social housing (its Transfer Valuation Model). This method is understood by Government, the Regulator, funders and receiving landlords.


4.6. If the debt associated with the stock exceeds the Transfer Value the local authority may want to apply for debt write-off as part of its application.  We will wish to be satisfied that the Transfer Value has been maximised and the requirement for overhanging debt write-off accordingly minimised. 

4.7. For partial transfers debt should be attributed between the stock being transferred and the stock that is retained on a reasonable basis that can be clearly justified.  Local authorities will need both to take into account the implications of an increased requirement for overhanging debt write-off on the likely success of the transfer application and ensure that debt retained is affordable and can continue to be serviced by rental income.  We would expect, in the event of a tenant group and a local authority being unable to agree the level of debt attributable to the homes that the tenant group is proposing are transferred under a tenant led transfer, the self-financing valuation of those homes, based on property archetype, to provide the benchmark.

4.8. We do not prescribe a format for the Transfer Valuation Model, but do require that a soft copy is submitted as an annex to the application.

4.9. The Transfer Valuation Model will apply a discount rate to estimates of future income and expenditure over (standardly) the 30 years following transfer.  We do not prescribe a standard discount rate.  Applicants will need to determine a rate for use in their valuation which both enables them to create a sustainable, fundable Business Plan and takes account of the importance, in the assessment process, of ensuring that the Transfer Value is maximised.  As noted below, the self-financing valuation is used as a benchmark for the Transfer Value and this used a 6.5% real discount rate.  Rates below this will, therefore, enhance the financial case for the transfer.


4.10. Similarly, valuation over longer or shorter periods may be used, if this can demonstrate value for money (in particular a lower debt write-off requirement) and is fundable.

4.11. The Transfer Value (i.e. what the receiving landlord will pay for the stock) may include considerations not associated with the existing stock (but which are modelled through the Transfer Valuation Model).  An example might be income from new build on land associated with the transfer, where this is at an advanced stage and included in a business plan acceptable to funders and the Regulator.

4.12. Gap funding grant to support a negative Transfer Value is no longer available.  If the Transfer Value is negative support will be needed from the acquiring private registered provider or the local authority or both.  


Economic Case

Economic Impacts Cost-Benefit Analysis


4.13. As a tool to support assessment of the Economic Case, we utilise a 30 year Economic Impacts Cost-Benefit Analysis.  This is based around a standard model (in line with HM Treasury’s Green Book methodology) used to ensure that Government supports those projects and programmes with a strong long-term benefit to the economy as a whole.  For this reason we expect a successful application to show benefits that exceed costs, and should aim for the best possible benefit to cost ratio.  


4.14. The Economic Impacts Cost-Benefit Analysis will be calculated by Government economists, on the basis of data provided by applicants, to ensure consistency with other projects. Local authorities are encouraged to engage with economists at an early stage, through the HCA or GLA: (i) to propose benefit lines to be included in the model (see below); (ii) to agree data that the authority will need to provide to populate these lines (noting that only additional benefits are shown); and (iii) to get preliminary outputs from the model to shape development of their proposal.


4.15. The benefits shown should, as far as possible, monetise the elements of the argument for transfer put forward in the Strategic Case.  A set of potential benefits and the information required against each, is set out in Annex C and Annex A, Part 4.  Applicants should only utilise headings from this set which are relevant to their own Strategic Case.  Applicants may wish to propose other benefits.  These should be discussed with the HCA or GLA. 

4.16. All benefits of transfer are calculated on a net present value basis using a 3.5% real discount rate.  The benefits from new housing supply must be assessed in terms of its ‘additionality’ over the appraisal period. This is its net, rather than its gross, impact after making allowances for what would have happened in the absence of the intervention over the full 30 years of the appraisal period. HM Treasury’s Green Book includes more information on factors impacting on additionality such as leakage, deadweight, displacement and substitution. We would need to see evidence to support any additionality assumptions, which should be clearly set out, and DCLG economists may revise this in the light of the evidence presented. We would not expect additional benefits to arise where new affordable homes are built under any future affordable homes programme funded by Government grant. The cost-benefit analysis will also be subject to sensitivity testing, to consider the effects of different (and in particular more pessimistic) forecasts. 

4.17. No additional ongoing costs are assumed to accrue from transfer. Initial costs are calculated as any debt write-off payment by central Government.

4.18. A strong Economic Case will, therefore, be one where debt write-off is minimised and thirty year benefits maximised.  


Financial Case

4.19. To be accepted, a transfer proposal needs to be affordable to central Government and offer good value for public expenditure.  Three tools are used to support this assessment: 


· the transfer value reconciliation;


· a five year fiscal flows model; and


· a public sector cost-benefit analysis.


4.20. The first tool is used to confirm the acceptability of the value placed on the business and the price to be paid for the homes as public assets.  The latter two tools are versions of standard models used in Government to ensure that a project or programme’s public expenditure is affordable and represents good value in the medium and long term.  Across all three tools a positive assessment requires that the cost to central Government is minimised through the Transfer Value having been maximised (along with any contribution from the disposing authority or receiving landlord).

4.21. For the latter two tools, applicants need to provide data to help populate the model (see Annex A, Part 4) but are not asked to run calculations themselves.  This will be conducted by Government economists to ensure consistency with other projects and programmes.  Authorities are encouraged to engage with DCLG economists at an early stage, through the HCA or GLA, to get preliminary outputs from the models to shape development of their proposal.


The Transfer Value Reconciliation


4.22. The 2012 self-financing valuation is central Government’s estimate of the financial value of local authority housing stock.  The Transfer Value is the amount a receiving landlord will pay for stock through a transfer.  We therefore expect to see equivalence between the self-financing valuation of stock and its Transfer Value: this gives assurance that the right price is paid for public assets.  

4.23. Since the self-financing valuation determined both a council’s starting level of housing debt within the reformed system and its maximum indebtedness in the future, any differences between the Transfer Value and the self-financing value will also drive the size of any debt write-off requirement and hence the immediate cost to Government of transfer (though noting the potential for actual debt and modelled maximum indebtedness to differ).

4.24. The Transfer Value Reconciliation sheet, required as part of the Financial Case, makes transparent any differences between these valuations.  An example is included at Annex B.  The Reconciliation starts with the relevant self-financing value and moves to the proposed Transfer Value.  Intervening rows show any items or proposals which:


· introduce extra cost or decrease income for the recipient landlord and hence depress the Transfer Value relative to self-financing; these should be further explained where necessary;


· reduce cost or increase income (and hence increase the Transfer Value); we would expect transfer to deliver management and operational efficiencies and the Reconciliation should clearly set out what these are.

4.25. Where appropriate, these rows should also capture any modelling differences which differentially impact on the two valuations, such as the different starting dates or a different discount rate.  For complex proposals (such as advanced new build plans) the net impact should be shown in the Reconciliation, rather than separating costs and income.

4.26. The Transfer Value Reconciliation is the primary tool used for assessing the acceptability of the proposed Transfer Value through the test of self-financing equivalence.  Applicants are required to submit their Transfer Valuation Model as an annex, and where the Reconciliation raises questions about data, assumptions or policy these will be followed up through analysis of the Model.  (Note the Social Housing Regulator will, separately, want to analyse the Transfer Valuation Model and the receiving landlord’s Business Plan as part of the registration process.)  In completing the Reconciliation sheet applicants should therefore:


· keep in mind its primary purpose, to show how and why the proposed Transfer Value, and hence receipt, differ from central Governments view of the value of the business; the presentation should be clear and focussed on this point;


· note that in circumstances where the overall assessment of the application suggests a higher Transfer Value is possible, we reserve the right to make a lower central Government contribution, in the form of overhanging debt write-off, to the valuation, requiring an increase in the Transfer Value or an additional contribution from the transferring authority or receiving landlord.


4.27. The Reconciliation sheet includes a line below the Transfer Value that captures any such contribution (which does not affect the Transfer Value but does reduce the central Government contribution) to be included. 


The Five Year Fiscal Flows 


4.28. The Five Year Fiscal Flows model supports assessment of the mid-term impact of a proposed transfer on public sector debt, with the expectation that the effect of transfer will be to reduce net public sector debt.

4.29. The model is divided into two parts, covering local government impacts and central government impacts.


4.30. The local government section is itself divided into two parts, covering income and spending foregone as a result of the transfer of stock from the public sector, and additional income and spending as a result of the transfer process.


4.31. To populate the local government transactions foregone section, data is required on the five year cashflow in the Housing Revenue Account (with rents as income foregone; management and maintenance, debt interest payments, etc. as costs foregone).  Annex A, Part 4a, sets out the data requirements.  Because landlords will not be operating business plans generating large cash surpluses or deficits the balance of these items is likely to be largely neutral.


4.32. The additional transactions for local government section is likely to be precisely neutral as a transfer receipt comes in, but then flows out in debt repayment.


4.33. The central Government section is restricted to additional income and spending as a result of the transfer process.  There is a loss of Right to Buy receipts (shown as expenditure), additional income from VAT, and some small annual savings in benefits (shown as income,) if the transfer proposal demonstrates additional social housing created or kept in use (see the Public Sector Cost-Benefit Analysis below).  


4.34. The main impacts across Government, however (and the dominant factors in the model, assuming broad neutrality in the local government sections) are the year 1 transactions: with a large positive contribution from the redemption of housing debt, partially off-set by any debt write-off requirement.  In the absence of unusual factors, therefore, applicants can make the strongest case through the Fiscal Flows model by minimising the debt write-off requirement. 

The Public Sector Cost-Benefit Analysis


4.35. The Public Sector Cost-Benefit Analysis model ensures that, over the long term, supporting a transfer makes financial sense for central Government: the overall public expenditure impacts are positive, compared to the council retaining the stock.  For this reason we expect a successful application to show public sector benefits that exceed costs.  Again, applicants are not asked to complete the model, but do need to provide information from which a model can be populated (see Annex A, Part 4b).


4.36. The model is divided into two parts, upfront public sector costs and benefits and ongoing costs and benefits.  The upfront public sector cost is the loss of the value of the local authority housing asset, estimated through the self-financing valuation of the stock.  (Note that we would not expect the potential value of assets, such as developable land or non-housing assets included in the transfer, to be shown as a cost). 


4.37.  Upfront benefits are the transfer receipt.  Again, therefore, maximising this receipt is key to a strong Financial Case.  Assuming debt on stock is close to the debt cap (itself equal to the self-financing valuation) the net upfront cost-benefit figure will approximate to any debt write-off requirement.  Any contribution from the disposing local authority or receiving landlord will help close this gap.


4.38. We do not anticipate additional ongoing public sector costs as a result of transfer.  A positive 30 year analysis therefore requires long-term public sector benefits to outweigh any negative upfront position.  Benefits taken into account in the analysis relate to Housing Benefit savings from additional affordable housing built or kept in use as a result of the transfer.  A strong application will therefore be one which shows that transfer leads to significant additional affordable housing in use, against a base case of stock remaining in council ownership.  


4.39. Specific data needed to calculate public sector benefits is covered in Annex A, Part 4; information on how transfer delivers additional social housing in use is covered in the Strategic Case for the transfer (Annex A, Part 3).  Benefits will need to be well evidenced and clearly deliverable in order to be included.  


4.40. The model is completed by adding as a benefit to the public sector the additional net VAT receipts to Government from the new landlord that fall outside any VAT shelter. The effect of this is to offset any VAT driven reduction in the transfer receipt which may have contributed to the Transfer Value being lower than the self-financing valuation. All benefits are calculated on a net present value basis using a 3.5% real discount rate.  The benefits from new housing supply must be assessed in terms of its ‘additionality’ over the appraisal period. This is its net, rather than its gross, impact after making allowances for what would have happened in the absence of the intervention over the full 30 years of the appraisal period. HM Treasury’s Green Book includes more information on factors impacting on additionality such as leakage, deadweight, displacement and substitution. We would need to see evidence to support any additionality assumptions, which should be clearly set out, and DCLG economists may revise this in the light of the evidence presented. We would not expect additional benefits to arise where new affordable homes are built under any future affordable homes programme funded by Government grant.The cost-benefit analysis will also be subject to sensitivity testing, to consider the effects of different (and in particular more pessimistic) forecasts.

Value Added Tax


4.41. Local authorities are able to reclaim the VAT charged to them on maintenance and repair works on housing stock and other expenditure whereas private registered providers cannot.  We recognise that this will increase costs and hence decrease the transfer value in the transfer scenario, captured in the Transfer Value Reconciliation.


4.42. Local authorities may accordingly propose the use of VAT shelter arrangements where this would have the effect of significantly increasing a Transfer Value that would otherwise be much lower than the self-financing valuation.  We would in general however discourage the use of a VAT shelter, since we would expect this to increase local authority capital expenditure.  We recognise that funder concerns may mean that a significant proportion of the value of a VAT shelter cannot be recognised in the Transfer Value and, where this is the case, a VAT shelter is likely to offer poor value for money for Government.


4.43. Irrecoverable VAT is included as a benefit in the Five Year Fiscal Flows and Public Sector Cost-Benefit Analysis (as additional VAT revenue flows to Government compared to the base case without transfer). 


Set-up Costs


4.44. We expect the local authority and the transfer landlord to each bear the full cost of its share of the set-up costs.  Set-up costs may be included in the Transfer Valuation Model, although these will reduce the Transfer Value and we would expect these costs to be offset by planned efficiencies, for example lower management and maintenance costs, which will increase the Transfer Value.  

4.45. In accordance with regulations made under Section 9 of the Local Government Act 2003, a local authority may defray set-up costs from the capital receipt for the stock, but Government will not increase its contribution in respect of overhanging debt write-off to cover any such costs defrayed by the local authority. 

4.46. Transfer to a newly created landlord may have higher set-up costs, and these will be a higher proportion of overall costs if the landlord is small.  These extra costs will be considered as part of the assessment of the transfer application. 

Preserved Right to Buy 


4.47. We wish to ensure that, following transfer, tenants continue to have access to good quality, accessible information about exercising their Preserved Right to Buy and would encourage transfer landlords to work with DCLG, utilising the tools the Department offers, to ensure that is the case.  We also wish to ensure that proceeds from Preserved Right to Buy sales are used in a way that maximises the delivery of new affordable housing in line with our reinvigorated Right to Buy programme.


4.48. In order to achieve this, our intention is to require that, for transfers completing after 30 September 2014, net proceeds from Preserved Right to Buy sales are used to fund new affordable housing at no greater subsidy cost than under the main affordable homes programme and that net proceeds which remain unspent after three years are surrendered to the HCA (or in London, GLA) so that they can be re-allocated for investment in new affordable housing. Transfer landlords would be able to deduct the net present value of net rental income foregone on the property sold and transaction and administration costs in arriving at the net proceeds figure.  We would not expect, accordingly, anticipated income from Preserved Right to Buy sales to alter the Transfer Value. 


4.49. The Social Housing Regulator currently sets requirements on the payment of Right to Acquire receipts into the Disposals Proceeds Fund, which ensure that net proceeds from these sales are reinvested in new social housing supply. Similar requirements for net Preserved Right to Buy receipts, for transfers completing after 30 September 2014, would meet our objective of ensuring that proceeds are reinvested in new supply, and we are working with the Social Housing Regulator to establish how such requirements can best be achieved.


Submitting an Application


4.50. A local authority should send an electronic version of their transfer application, comprising Parts 1 to 4 of the Application Pro Forma at Annex A, and including the evidence required. The authority should annex:

· its Transfer Valuation Model;

· its Transfer Value Reconciliation (Annex B); and,

· where Government support is sought, details of its portfolio of debts and those which it proposes should be paid off by the receipt from the transfer landlord and Government support, along with an estimate of premiums or discounts on the early redemption of debt and how these are calculated.

4.51. Advice and guidance on making a submission is available from the HCA/ GLA via the contact details at Annex H.

4.52.  In practice we would expect local authorities to submit their application in a draft form prior to the formal submission, signed (with e-signatures) by the lead local authority officer/project leader, the council’s Chief Executive and the Leader of the council.  This will enable HCA/GLA to discuss modifications to the application or where further evidence or clarification would be useful.  DCLG economists will be able to run the results of the five year fiscal flows, economic impacts cost-benefit analysis and public sector cost-benefit analysis tests based on data provided and return these for checking by the local authority, in advance of the formal submission.

4.53. If the intention is to transfer to an existing private registered provider, the local authority should make clear how it intends to select it (if this has not already happened) and include this process in its transfer project plan and timetable. If the intention is to transfer to a newly created private registered provider it should explain the proposed governance arrangements and provide a project plan and timetable for establishing the new organisation.  The Commercial Case will need to demonstrate the proposed landlord is the most effective and economic option. 

Evaluation of an Application


4.54. The HCA/GLA will review the application, once it has been formally submitted and take a view on whether it should be approved.  Further clarification or evidence may be requested as necessary.  Where no debt-write off is required the HCA/GLA will inform the local authority of its decision directly.  


4.55. Where debt write-off and/or support for early redemption premiums is required, the assessment process will be undertaken alongside DCLG and HM Treasury.  The assessment process will include DCLG’s internal procedures for assessing the value for money and the affordability of spending proposals (see Annex G).  


4.56. Following the assessment process a recommendation will be made to Ministers who will:

· approve the application; or


· approve the application subject to certain conditions.  Approval of support for debt write-off will be given only once Ministers are satisfied these have been met; or


· reject the application, ending the transfer process. 


4.57. The HCA/ GLA will inform the local authority of the decision and confirm, where approval has been given, the amount of Government support for debt to be written off and (on an indicative basis) to meet early redemption premiums on Public Works Loan Board debt.  The HCA/GLA will issue an invitation to authorities whose application has been approved to submit a proposal for Formal Consultation with tenants, and agree a timetable for this submission.  Approval at this stage does not guarantee Secretary of State agreement to the final consent application but should provide significant confidence to authorities that consent will be given provided that the terms of the transfer remain substantially the same.


Changes to the Transfer Value

4.58. Any subsequent change in the Transfer Value which increases the amount of overhanging debt write-off required from Government will require the application to be re-submitted, to demonstrate that transfer continues to be affordable and provides value for money, for approval by Ministers.  The local authority should contact the HCA/GLA immediately if any issues arise with the Transfer Value following approval.  The risk of missing the 31 March 2015 deadline for completion as a result of re-submission rests with the local authority.  


4.59. We recognise that premiums or discounts on the early redemption of Public Works Loan Board debt cannot be predicted with certainty in advance, but local authorities which are seeking Government support should contact the HCA/GLA where they consider that they are likely to differ materially from estimates provided with the transfer application. 


Completion Deadline 


4.60. As noted in Section 2 any local authority making a transfer application under the terms of this manual and which requires Government support to redeem overhanging debt must complete transfer by 31 March 2015.  Where Government offers to provide support that will be conditional on expenditure being incurred by 31 March 2015.  


5. Submission of a Formal Consultation    Proposal


5.1. The statutory guidance on tenant consultation


https://www.gov.uk/government/publications/consulting-council-tenants-about-selling-their-homes-to-a-private-landlord-statutory-guidance

covers requirements for the formal two-stage consultation process: the language and tone that should be used in Stage 1 (the Offer Document); the conduct and timing of Stage 2 (the Ballot); the local authority’s post ballot tasks, and the rights of interested parties to make representations about the transfer proposal to the Secretary of State. 


5.2. A local authority must present an accurate picture to its tenants about the transfer proposal and the implications of staying with the council, but it should not seek to persuade tenants to vote one way or the other.


5.3. The prospective new landlord and tenants groups can, however, present the benefits of transfer prior to the issuing of Stage 1 formal consultation as long as this material is fair and accurate.  Following the start of Stage 1, material can be sent from the local authority and prospective new landlord to correct inaccuracies.


5.4. Where tenant management organisations exist or are proposed, these should be involved from the outset.  In particular, the tenant management organisation will want to consider the implications for the housing management responsibilities it carries out under its management agreement with the local authority.


5.5. We would expect the acquiring landlord to honour the principle of an existing management arrangement and to enter into a new agreement with the tenant management organisation. This should be negotiated as a partnership between the tenant management organisation and new landlord and the commitment to this should be set out in the transfer contract.


5.6. Where tenants have already exercised their Right to Manage and are either in the feasibility and development or implementation stage at the time of transfer, the transfer contract should set out the new landlord’s commitment to continue to support the development of the tenant management organisation.


5.7. Annex F sets out some good practice guidance on tenant consultation.


5.8. The HCA/GLA is required to ensure a local authority follows statutory guidance and good practice during the formal consultation (i.e. Stages 1, the Offer Document, and 2, the Ballot).  In submitting a proposal for Formal Consultation authorities should provide copies of: 


· the Offer Document



· formal letters to residents



5.9. These will be assessed to ensure that they meet the requirements of the tenant consultation guidance and are consistent with current policy and other requirements. The local authority is also asked to confirm that there has been no significant change regarding the information set out in the application, and that the timetable set out there will be met, and provide an update of this where relevant.


5.10. A local authority should send an electronic version of the material to the HCA/ GLA, at the address given.


5.11. If the assessment of the Offer Document is satisfactory the HCA/GLA will give consent for the local authority to proceed to Stage 1 consultation. Where local authorities wish to secure consent to proceed to consultation shortly after approval for their transfer application, we would encourage them to submit a draft of the Offer Document and formal letter to residents to the HCA/GLA at an early stage.  We would usually expect, subject to extensions agreed with the HCA or GLA, and subject to Regulatory requirements being satisfied, that when a local authority has received clearance to proceed to formal consultation it will complete its transfer within one year from the date of that clearance.


6. Regulatory Requirements


6.1. Local authorities may transfer tenanted housing to a private registered provider, which can be either a not-for-profit or for-profit organisation. The HCA, in its role as Regulator, decides whether a proposed landlord meets the criteria for registration. It is also responsible for the regulation of existing private registered providers and will therefore need to be satisfied that an existing provider has the capacity to take on additional stock through transfer. 


6.2. The Regulator’s registration team is responsible for assessing compliance with registration and regulatory requirements for stock transfer. Local authorities should make contact with this team at an early stage, preferably prior to submission of a transfer application, to ensure that the Regulator is fully engaged. 


6.3. The following summarises the key areas of regulatory engagement:


Setting up a new landlord


6.4. Where it is proposed that transfer would be to a newly established private registered provider a large part of the transfer process involves setting up the new landlord. This section outlines some of the issues connected with establishing a new landlord as a private registered provider of social housing. For further guidance, a local authority proposing to set up a new private registered provider should refer to the Regulator’s regulatory framework and guidance for applicants for registration 


6.5. The Secretary of State’s final consent to transfer will not be given until the new landlord is registered with the Regulator.


6.6. There are typically three organisational structures for transfer private registered providers:


· A single centralised organisation. The most common structure with a management board made up of tenants, local authority nominees and independents. 


· A single decentralised organisation. A management board and a number of operating divisions with delegated powers from the management board. The operating divisions are managed by management committees (or similar). 


· A group structure. The new landlord is part of a group structure which can be of other newly formed transfer landlords or of existing private registered providers or a mixture of both, or as a subsidiary of a non-registered entity. Each member of the group has its own legal constitution. The group structure and the relationship of group members must be able to meet the requirements of the Regulator’s regulatory framework with particular reference to the governance element within the Governance and Financial Viability Standard.


6.7. A private registered provider must be independent from the local authority and other organisations (except if it is a subsidiary of another organisation).


6.8. The Regulator must be informed of any contracts into which the local authority proposes to enter with the new landlord.


Selecting an existing landlord


6.9. If, after the appropriate tenant consultation, it is decided that transfer will be to an existing landlord the Regulator will require confirmation of the short-listed private registered providers. This will enable the Regulator to engage with the short-listed private registered providers prior to landlord selection. Once landlord selection has taken place the Regulator will commence a detailed assessment of the transfer and the impact the transfer will have on the receiving private registered provider. Whilst there is no registration requirement if transfer is to an existing private registered provider the Regulator has to confirm to DCLG that the selected private registered provider has the financial, governance and management capacity to take the transfer and to deliver the promises made to transferring tenants.


Securing funding


6.10. The recipient landlord will need to secure the private finance required to fund the transfer and the promises made to tenants in the offer document.


· Appointment of funding advisers. This is normally done after the ballot, however early engagement with potential funders can take place. This early engagement would give an indication to the transferring local authority and the selected new landlord of any potential problems in funding the transfer and help ensure that the application is based on realistic assumptions.


· Drawing up a funding prospectus. The funding prospectus is designed to provide full details of the housing transfer to potential funders. It is important that professional independent advice is secured at an early stage in preparing the prospectus, assessing funding offers and selecting a potential lender. 


· Competition for funding should help ensure best value. By going to the market for its funding requirements the new landlord will be able to compare the terms and conditions offered by potential funders with those made in the business plan.


Drawing up the transfer contract 


6.11. The transfer contract governs the sale of the housing and the relationship between the local authority and the private registered provider.

· The transfer contract, and a plain English summary of its contents, must be submitted in support of a disposal consent application to the Regulator.

· The transfer contract should include all agreements entered into by the local authority and private registered provider in respect of the transfer.

· The local authority may be asked to provide warranties covering certain matters affecting the transferred stock. Where either party is to provide services to the other the terms should be set out in service level agreements.

· A local authority will need to consider carefully how other responsibilities, such as common landscaping, will be dealt with.

· The private registered provider should covenant with the local authority to keep any promises made to tenants by the local authority during consultation, to offer transferring tenants a new tenancy agreement and to meet the Regulator’s Regulatory standards.

· The transfer contract should detail the treatment of net Preserved Right to Buy receipts.

· The Transfer Contract should not compromise the independence of the private registered provider.


Finalising the tenancy agreement


6.12. Private registered providers shall offer tenancies or terms of occupation which are compatible with the purpose of the accommodation, the needs of individual households, the sustainability of the community, and the efficient use of their housing stock.


6.13. They shall meet all applicable statutory and legal requirements in relation to the form and use of tenancy agreements or terms of occupation.


Issuing Section 172 Consent 


6.14. The Regulator will issue a consent under section 172 of the Housing and Regeneration Act 2008 and any other required consents at the time of completion of the transfer. This consent is required to enable the receiving landlord to borrow from its funders to pay the local authority the value of the transferring stock.


Post transfer requirements


6.15. Under its Regulatory framework, the Regulator will undertake visits to a new private registered provider generally between 12 and 18 months after transfer.

6.16. If the receiving landlord is a newly registered organisation the level of Regulatory engagement after transfer will be higher than with an existing private registered provider. This is because the new landlord has no operational track record of performance and the Regulator will want to assure itself that the new private registered provider is working towards compliance with the regulatory framework. This higher level of engagement will generally involve quarterly meetings commencing some three months after transfer with the executive management team of the new private registered provider and attendance at one or two board meetings. 


7. Submission for Secretary of State’s Consent and Completing the Transfer


Applying for consent to the transfer


7.1. A transfer can only go ahead if the Secretary of State grants consent to it under sections 32-34 and/or 43 of the Housing Act 1985. 


Criteria for consent


7.2. In considering an application for consent the Secretary of State will apply the following criteria:


· that the local authority's consultation exercise has been adequate;


· that the majority of secure and introductory tenants voting in the ballot are in favour of transfer;


· that the acquiring landlord is registered with the Regulator;


· that the acquiring landlord is independent of the council;


· that, where Government support for debt write-off is sought, the transfer is on the same basis as previously approved at application stage or following amendments subsequently agreed;


· that the terms of the transfer are acceptable; and

· that the local authority will be able to fulfil its statutory obligations under the Housing Act 1996 and has adequate nomination rights.


7.3. In addition the Secretary of State may consider any other matters which seem relevant.


Submitting an application and supporting documentation


7.4. Once there has been a positive ballot and the council decides that it wishes to proceed with the transfer, all parties should agree with the HCA/GLA the date that, subject to the Secretary of State's agreement and subject to Regulatory requirements being satisfied, the transfer will be completed. This should usually be no more than 9 months after the ballot in the case of a new provider and no more than 6 months in the case of an existing private registered provider.  


7.5. The local authority should submit a letter formally applying for consent under section 32-34 and/or 43 of the Housing Act 1985, addressed to the Secretary of State, at least four weeks before the proposed transfer date. Certain additional items of supporting information are required; details are listed in Annex E under headings “Four weeks prior to consent day checklist” and “Summary of Key Facts.”


7.6. Authorities should note that consent cannot be granted unless all the items listed in Annex E have been received. We appreciate that some of the required documentation, for example the transfer contract, will not be finalised until the end of the transfer process, near to the date when consent is expected to be granted. Nevertheless, we need adequate time to consider the proposed terms of the transfer before consent can be given and it is therefore advised that a draft of the transfer contract is provided once the majority of the detail has been agreed.


Disposal of non-housing assets


7.7. Authorities may include the transfer of non-housing assets in a proposed transfer of dwellings to a new landlord. Such proposals may add value to stock transfers and frequently offer enhanced potential for future growth or regeneration. 


7.8. The local authority and the receiving landlord are expected to negotiate the terms of any transfer of non-housing assets in advance of the completion of the transfer, allowing enough time for any relevant consents to be obtained so that the application for the Secretary of State’s Consent for the transfer of housing assets is not delayed.  


Plain English summary of the transfer contract

7.9. In order that we can properly consider the proposed terms of the transfer, we require authorities to provide a plain English summary of the transfer contract. Authorities should obtain their own legal advice as to its contents. 


7.10. The plain English summary should cross-refer to the relevant sections in the transfer contract. The final version of the summary should be certified by a senior legal officer to the effect that it represents an accurate reflection of the transfer contract’s contents.


Final version of the transfer contract


7.11. DCLG needs to receive an electronic copy of the final transfer contract and the plain English summary three working days before consent is required. It is DCLG’s practice not to give consent to a transfer until the final version of the transfer contract has been received and agreed.


Consent under other legislation


7.12. At the same time as it submits its application for consent to the transfer under sections 32 and/or 43 of the Housing Act 1985, the local authority should consider, in conjunction with the new landlord and its funders, what consent under other legislation might be required. Sufficient time should be allowed to enable other consents to be secured. It should obtain its own legal advice as appropriate.


Confirmation of consent

7.13. Subject to the Secretary of State agreeing that the transfer should take place, DCLG will issue a formal letter electronically to the local authority confirming that consent has been granted. At the same time DCLG will confirm whether any other consents requested have been granted.


Premiums and Discounts on Early Redemption of Debt


7.14. DCLG support for debt write-off is available in respect of Public Works Loan Board debt and associated early redemption premiums.  Exceptionally, on a case by case basis, DCLG may agree to provide support in respect of non-Public Works Loan Board debt, where no Public Works Loan Board debt is available.  No support will however be provided for early redemption premiums associated with non-Public Works Loan Board debt.  That is a cost of transfer which will need to be met directly by the local authority or from the receipt from the transfer landlord.  In the latter case this would reduce the transfer value and increase the overhanging debt write-off required, making the business case for transfer harder to make.  Note that non-Public Works Loan Board debt includes debt to other public sector organisations. 


7.15. Where support for debt write-off on Public Works Loan Board debt is agreed, the Government will pay the early redemption premiums (net of any early redemption discounts), provided estimates have been agreed as part of the application and any subsequent material changes notified to the HCA/GLA.


7.16. Following the introduction of self-financing authorities have the option of adopting one of three models for managing debt across the Housing Revenue Account and the General Fund: i.e. the one pool, two pools or three pools approach.  Where a local authority is operating a single pool, debt redemption premiums should be calculated on the basis that costs of managing debt are charged equitably and reasonably to the Housing Revenue Account and the General Fund. Where specific debt pool(s) have been created for the Housing Revenue Account the premiums relating to the Housing Revenue Account debt will usually be considered as the premiums for the purposes of debt write-off.  Further details are provided in Annex D.


Arrangements where there is overhanging debt


7.17. Where DCLG has agreed to write down any overhanging debt and early redemption premiums associated with the transfer, the local authority should contact the Public Works Loans Board by telephone, two working days before the intended repayment date, to give formal notification of the principal to be redeemed. They can be contacted on 0845 357 6610 between 9.30 and 16.15. The local authority should consider discussing the matter informally with the Public Works Loan Board at an earlier date. 


7.18. On completion of the call the Public Works Loan Board will calculate any accrued interest and premium / discount due and will telephone the local authority as soon as possible with details of the total amount that will be required in order to redeem the agreed amount of principal.


7.19. The local authority should notify DCLG of the amounts for repayment as soon as they receive them from Public Works Loan Board.  DCLG will arrange for the repayment of the share of the principal it has agreed to meet and premiums associated with the transfer to be made directly to the Public Works Loan Board. The local authority will be responsible for repayment of any accrued interest.  Where discounts arise on the repayment of the debt, DCLG will reduce its contribution to the repayment of the principal by the amount of those discounts.  Where discounts exceed DCLG’s agreed contribution to debt write-off,  DCLG will make no payment to the Public Works Loan Board and the local authority will pay the difference to DCLG  


Levies

7.20. Levies are payable on large scale voluntary transfers at a rate of 20% on the sum by which the capital receipt from transfer in respect of the housing stock, net of set-up costs and the value of any covenants, undertakings or obligations given by the local authority in respect of the improvement of the stock, exceeds the attributable self-financing debt. In short, the existing position on levies is retained. We will, as required, make a new Determination to reflect a revised definition of attributable debt following self-financing in arriving at the calculation of ‘D’ for the purposes of section 136 of the Leasehold Reform, Housing and Urban Development Act 1993.


.  


Closing the Housing Revenue Account and associated issues

7.21. A local authority that transfers all its stock (or subject to Secretary of State direction a majority of its stock so that 50 or fewer dwellings remain) would normally be expected to close its Housing Revenue Account. The Housing Revenue Account can be closed at any time following transfer.  An application to the Secretary of State would have to be made under Section 74 (3) of the Local Government and Housing Act 1989 to account for any residual dwellings not part of the transfer within the General Fund.  


7.22. On closure of the Housing Revenue Account, any balance on the Housing Revenue Account accrues to the local authority's General Fund. Since 1 April 2001, authorities have been required to keep a Major Repairs Reserve, which is separate from the Housing Revenue Account. The Major Repairs Reserve holds resources available to authorities to meet capital expenditure on maintaining the future condition of their stock. 

7.23. On the basis that local authorities should meet major repairs when they fall due, any balance on the Reserve should represent provision in respect of future expenditure needs. The amounts involved could be significant. Where housing is about to be transferred to a private registered provider and the transfer is of all remaining dwellings out of the local authority's Housing Revenue Account, the Major Repairs Reserve should, at the time of transfer, be nil. As well as funding capital maintenance, the Major Repairs Reserve may also be used to fund the repayment of housing debt. 

HCA/GLA role in completing the transfer


7.24. The HCA/GLA will issue a letter shortly before the local authority is required to submit a final application for consent. This will remind the local authority of the information and document requirements, re-confirm the key dates and set out the staged steps leading up to completion of the transfer. HCA/GLA will produce a report and recommendation that will be submitted to DCLG in support of the local authority’s request for consent.  This will be confirmation that the HCA/GLA are content that the transfer is taking place on the basis agreed by Government. 


Regulator role in completing the transfer


7.25. Where a receiving landlord wishes to borrow from a private lender to fund the purchase of transferred stock it usually secures the loan on the transferring stock. The receiving landlord must obtain a specific consent to grant a security interest in favour of the private lender. The Regulator has powers under section 172 of the Housing and Regeneration Act 2008 for giving of consents to private registered providers. 


7.26. Other consents may also be required.


7.27. The receiving landlord should follow the guidance for obtaining consents which is available on the HCA’s website:


http://www.homesandcommunities.co.uk/ourwork/consent-disposals

and should obtain its own legal advice.


7.28. All appropriate consents must be obtained prior to the Secretary of State granting consent. 


DCLG role in completing the transfer


7.29. DCLG officials will manage the final part of the transfer application and will complete the process. They will: 

· administer the local authority’s application for consent to dispose and other related consents after having been supplied with one electronic copy of the Transfer Contract and plain English summary;

· supply electronically signed versions of the consent letters followed by hard postal copies; and

· administer the payment of overhanging debt and early redemption premiums as applicable (see Annex D).


Issuing the Secretary of State’s consent to dispose to the local authority


7.30. As soon as possible after receipt of the formal consent application, DCLG officials will prepare a draft of the main consent letter. It will include the names of the local authority and the new landlord, the date by which the transfer should take place and any additional conditions. The draft consent letter will be sent to the legal advisers acting for the local authority and the new landlord for checking.


7.31. Once the content of the main consent letter and any other related letters has been agreed it will be authorised as at the date consent is to be granted.


Issuing other consents under other legislation


7.32. A local authority may wish to supply a loan to the receiving private registered provider, for example to assist with the private registered provider set-up costs and pre-transfer costs. To enable this, the local authority should use the general consent to provide financial assistance under Section 25 of the Local Government Act 1988, issued by DCLG in December 2010.  


Sending letters to Members of Parliament whose constituencies are affected by the transfer


7.33. At the time that consent to dispose is given the Minister is likely to write to the local Member(s) of Parliament within whose constituency the transfer properties lie confirming his agreement to the transfer. 

Annex A:  Application Pro Forma


The application should be signed by the lead local authority officer/project leader, the council’s Chief Executive and the Leader of the council.

(1) Introductory Information

		Local authority submitting proposal:




		



		Full name and address, including e-mail of lead local authority officer/project leader

		



		Full name and address, including e-mail of the council’s Chief Executive

		



		Full Name and address, including e-mail of the Leader of the council

		



		Full names and where possible, email addresses, of local MPs whose constituencies fall within the transfer area

		



		Is this a whole stock or partial stock transfer proposal?

		



		If partial stock, give the name of area or that by which transfer proposal is known and % of total housing stock that would transfer

		



		How many units would transfer?

		



		Of these how many leasehold properties would transfer?

		



		Of these how many units that are currently tenanted would transfer?

		



		How many non-decent rented units would transfer?

		



		How many of these were non-decent on 01 April 2012 (i.e. Decent Homes Backlog as defined within the Decent Homes Backlog programme)?

		





		Proposed sale price

		



		Estimated attributable housing debt at date of transfer:

PWLB debt


Non PWLB debt


Total

		



		Estimated overhanging debt payment required, excluding debt redemption premium:

PWLB debt


Non PWLB debt


Total

		



		Estimated PWLB debt redemption premium payment required


 

		



		Estimated HRA balance following completion of transfer 

		



		Current Major Repairs Reserve balance

		



		Current HRA Reserve balance

		





(2) Confirmation of compliance

In submitting this application the local authority certifies that the following conditions are met: 

(i) That the transfer is supported by councillors.  (Please also provide a copy of resolutions regarding transfer passed by the council, stating the extent of support for these.)

(ii) That the proposed transfer is on freehold terms.


(iii) That tenants have been instrumental in developing the transfer proposal and there is a place for continued active tenant involvement throughout the proposed scheme design and delivery stages, including considering and choosing landlord options and, where there is a competition for the prospective new landlord, that tenant representatives will be included on the assessment panel.


(3) Assessment criteria and evidence

The local authority should submit a business case addressing all of the criteria stated below through the evidence required in the right hand column.  The full business case must: 

· Start with an executive summary

· Be set out under the five main headings shown, which follow HM Treasury Green Book business case guidance


https://www.gov.uk/government/publications/the-green-book-appraisal-and-evaluation-in-central-governent

		CRITERIA

		EVIDENCE



		                                                                                               Strategic Case


                                                   (what are the drivers for change with strong emphasis on macro benefits)






		GROWTH CASE

		



		1. Additional market homes.

		· Annex A Part 4 asks for a profile of the additional new market homes built as a result of transfer (i.e. which would not be built without transfer) split between homes for private rent and homes for sale

· Why are these homes not deliverable without transfer (e.g. through disposal of land, a joint venture etc.)?  Explain your response

· What is the current ownership of land which will be developed?


· What is the delivery assurance for homes planned?

· For those planned in the near term (e.g. years 1 – 5) please give evidence of certainty of delivery (e.g. that planning permission is in place, that the land is identified in the local plan).

· For those planned in later years indicate your view of the likelihood of delivery and associated risk, with any backing evidence.





		Additional affordable homes (note that Government assumes any homes built with Government grant through any future affordable homes programme would displace new build elsewhere) in areas where there is continuing need and demand, in the context of current government policy in the first 5 years following the transfer and across a full 30 year business plan. 




		Annex A Part 4 asks for a profile of the additional new affordable homes built as a result of transfer (i.e. which would not be built without transfer)

· What is the evidence of need and demand for the number and type of homes in the context of current government policy?

· Are these homes deliverable without transfer (e.g. through disposal of land, a joint venture, etc.)?  Explain your response.

· What is the current ownership of land which will be developed?


· What is the delivery assurance for homes planned?

· For those planned in the near term (e.g. years 1 – 5) please give evidence of certainty of delivery (e.g. that planning permission is in place, that the land is identified in the local plan).

· For those planned in later years indicate your view of the likelihood of delivery and associated risk, with any backing evidence.





		2. Decent Homes and other capital works

		· For an Authority which has a Backlog of non-decent homes (i.e. homes non-decent at 1 April 2012) which is more than 10% of their stock: what is the estimated cost to bring that Backlog to 10%?

· Annex A Part 4 asks for a profile of additional non-decent homes in the absence of transfer. Please include here a comprehensive narrative explanation of why homes can be brought to/ kept at the Decent Homes Standard as a result of transfer, and this cannot be achieved in the self-financing scenario; referencing respective business plans as necessary.  What is the estimated cost of the additional Decent Homes works?


· Are there any other (non-Decent Homes Standard) capital works required for sustainability of your stock?  If yes:


· What is the estimated cost of these works?


· Is delivering these works possible without transfer (e.g. within your Housing Revenue Account business plan or through an alternative approach to the problem)?  Please explain.


· How will the transfer business plan address these works?

· Annex A Part 4 asks for a profile of long term voids prevented because of additional investment. Please state your view of the external costs of these issues if not addressed. Please show the difference in the number and profile of long term void homes between the transfer and non-transfer scenarios.





		3. Local economic activity created through transfer, including employment opportunities, apprenticeships and support for Small and Medium Enterprises.



		· Annex A Part 4 asks for additional long term economic benefits as a result of transfer. Please explain any activity which creates added jobs or apprenticeship opportunities, why transfer is a necessary condition for the activity, and why this is additional (based on the HM Treasury Green Book definition of additionality).

· What will be the benefit to local Small and Medium Enterprises of the activity under transfer described above?

· Provide a commentary on other local economic activity resulting from transfer (explaining why transfer is a necessary condition for the activity).





		THE BETTER PUBLIC SERVICES CASE



		



		4. Innovative forms of governance and public service delivery.  

		· Will your transfer deliver innovation in governance and delivery?


· Do any monetary benefits arise from this innovation (and to whom)?





		5. Delivery of wider government housing and social policy objectives; including providing new supply, welfare and social housing reform, increasing tenant and community empowerment.




		· Will your transfer help deliver wider government housing and social policy objectives, including welfare reform, mobility and choice for new and existing tenants?  How will your transfer help give tenants and residents a stronger say in the management and future of their homes?  Please explain why these accrue through transfer.






		THE BUSINESS SUSTAINABILITY CASE

		



		6. Demand for the stock, in the context of current government policy (e.g. welfare reform), is understood and reflected in business planning for the transfer landlord.



		Details of:


· the extent of long-term demand for the housing to be transferred;


· any specific demand issues and proposed measures to address them (including issues of under occupancy related to current government policy e.g. welfare reform, and strategies to address this, including stock rationalisation);


· proposals to refurbish and improve stock for which demand is low.  In line with the Written Ministerial Statement of 10 May and George Clarke’s 12 point plan we would expect landlords to consider options to upgrade and refurbish existing homes, in consultation with tenants prior to considering demolition.






		Economic Case                                                                                              


(the macro financial position which monetises the benefits shown in the strategic case to demonstrate the benefit to cost case)






		7. The proposal shows a positive Thirty Year Economic Impacts Cost-Benefit Analysis

		· The local authority should provide data to populate agreed fields in a Thirty Year Economic Impacts Cost Benefit Analysis (see Section 4 and Annex C of this manual). 

· You may also wish to provide appropriate commentary 



		8. Alternative options have been fully considered and shown to offer poorer Value for Money, including retaining stock.

		· Evidence that alternative options to the transfer proposal have been considered and offer poorer Value for Money. 






		COMMERCIAL CASE                                                                                          


(private finance for the transfer, asset management and landlord selection)






		9. Set-up costs, including loan arrangement fees, will be minimised, shared appropriately between the transferring local authority and recipient landlord, and will be off-set through efficiencies. 

		Details of:


· the set-up costs 


· the loan-arrangement fees;


· how costs have been minimised;






		10. The fundability and viability of the transfer landlord over the long term, and forecast private finance terms.

		· A 30 year cashflow forecast and debt profile for the transferring stock, showing peak debt and when debt is paid off (where new build is proposed, the impacts on cashflow and debt profiles should be shown separately).


· Confirmation from potential funders that the transfer is fundable in principle given current conditions. 






		11. The condition of the stock to be transferred is understood, and business and asset management planning for the transfer landlord is based on a strong evidence base in relation to stock condition and that in particular any specific challenges to maintain stock (e.g. from non-traditional design, location or social context) are identified and a strategy to address them through the transfer is in place. 



		The local authority has up-to-date and validated information on the condition of its current stock, reflected in its costed asset management strategy.  Details should include:


· the type and condition of housing including levels of decency;

· details of exceptional problems related to stock and how these have arisen; and





		12. Where a VAT shelter is proposed this will significantly increase the Transfer Value, represent good value for money for Government and not adversely impact on local authority capital expenditure.



		Details of any VAT shelter:


· its value; and

· its application.





		13. The proposed arrangement for Preserved Right to Buy receipts is appropriate.




		Confirmation that net receipts from Preserved Right to Buy sales will be used for new affordable housing at no greater subsidy cost than under the main affordable homes programme or surrendered to the HCA (or, in London, GLA) for re-allocation for new affordable housing. 



		14. The prospective new landlord is registered, or is likely to achieve registration with the Regulator and that any group structure complies with policy on operational independence and de-merger. 




		· Confirmation of registration or details of plan to achieve registration.


· Confirmation that de-merger provisions will be put in place where relevant.



		15. The prospective new landlord represents the most effective and economic option.




		· Details of the landlord selection process and comparative delivery and value for money analysis of alternative options (including, where relevant, transfer to a new landlord compared to transfer to an existing landlord).






		FINANCIAL CASE


(the specific public sector costs and benefits of the proposed transfer)





		16. The transfer is affordable and offers good value for money, in particular through maximisation of the Transfer Value for the stock (and hence minimisation of any requirement for debt write-off by central Government.)  The case is assessed using a transfer value reconciliation (comparing the Transfer Value with the self-financing valuation of the stock), a five year fiscal flows model and a thirty year public sector cost benefit analysis 




		The local authority should provide estimates of key financial information using the proforma in Annex A Part 1. 

The local authority should submit its Transfer Valuation Model, and confirm that it reflects:


· a rent plan for the transfer landlord which conforms to government policy and is based on reasonable assumptions of income maximisation (where relevant within the constraints of a rent guarantee for existing tenants);


· a costed investment plan/ asset management strategy for the transfer landlord which reflects the stock condition and  demand information and the need to minimize costs;


The local authority should provide a Transfer Value Reconciliation (see section 4 and Annex B) with a full analysis of the drivers of any differences between the Transfer Value and self-financing value showing the amount attributable to each driver.  Where the transferring local authority or recipient landlord proposes to make a contribution to the transfer valuation it should be shown in the Transfer Value Reconciliation. Where costs are shown in addition to self-financing assumptions these should be justified in relation to the benefits set out in the Strategic Case and monetised in the Economic Case. 

For Large Scale Voluntary Transfers only, the local authority should provide data needed to populate a five year fiscal flows model and a thirty year public sector cost-benefit analysis (see Section 4 of this Manual and Part 4 of this Annex).



		17. Revenue savings accruing to the transfer landlord through efficiencies (e.g. in management and maintenance)




		· Reference to a positive impact on the Transfer Value shown in the Transfer Value Reconciliation, and how this is achieved.



		18. Impact of the proposed transfer on the local authority’s Housing Revenue Account

		· How will the Major Repairs Reserve and the Housing Revenue Account Reserve be dealt with prior to transfer?


· Does the local authority plan to close its Housing Revenue Account?





		Management Case                                                                                                            


(the timely delivery of the transfer project)



		19. The proposed timescale for completion of the transfer is achievable, given the resources applied; that the local authority has a project plan that allows sufficient time for the various key stages including in particular obtaining funding and selecting or establishing a landlord; that this plan conforms to the 31 March 2015 transfer deadline; and that a credible alternative plan to transfer is being maintained.


Local authorities should be guided by the outline timetable in Annex G.

		· Transfer project plan and timetable, including the date on which transfer will take place.


· Details of exit strategy and maintenance of an alternative to transfer.





(4a) Five Year Fiscal Flows - data requirements (also available as a spread-sheet)

1) Local Authority


Local Authority income and expenditure without transfer (which is foregone through transfer)

		 

		Year 1

		Year 2

		Year 3

		Year 4

		Year 5

		5 Year Total



		Income

		 

		 

		 

		 

		 

		 



		Rental Income (£m)

		 

		 

		 

		 

		 

		 



		Right to Buy receipts (£m)

		 

		 

		 

		 

		 

		 



		

		

		

		

		

		

		



		Expenditure

		 

		 

		 

		 

		 

		 



		Management & maintenance (£m)

		 

		 

		 

		 

		 

		 



		Capital Expenditure on existing stock (£m)

		 

		 

		 

		 

		 

		 



		Debt principal repayment - PWLB SF debt (£m)

		 

		 

		 

		 

		 

		 



		Debt interest PWLB SF debt (£m)

		 

		 

		 

		 

		 

		 



		Debt principal repayment - non PWLB SF debt (£m)

		 

		 

		 

		 

		 

		 



		Debt interest - non PWLB SF debt (£m)

		 

		 

		 

		 

		 

		 



		

		

		

		

		

		

		



		Transfer Case - Local Authority income and expenditure as a result of transfer

		

		

		



		Income

		 

		 

		 

		 

		 

		 



		Transfer receipt from new landlord (£m)

		 

		 

		 

		 

		 

		 



		

		

		

		

		

		

		



		Expenditure

		 

		 

		 

		 

		 

		 



		PWLB debt repayment (£m)

		 

		 

		 

		 

		 

		 



		Non PWLB debt repayment (£m)

		 

		 

		 

		 

		 

		 



		

		

		

		

		

		

		



		

		

		

		

		

		

		



		2) Central Government

		

		

		

		

		

		



		Transfer Case - Impact on Central Government Income & Expenditure as a result of transfer

		

		



		 

		Year 1

		Year 2

		Year 3

		Year 4

		Year 5

		5 Year Total



		Income

		 

		 

		 

		 

		 

		 



		Long term voids prevented because of additional investment (number)

		Required by DCLG to calculate Housing Benefit Savings 

		 



		Additional new social homes (number)

		Required by DCLG to calculate Housing Benefit Savings 

		 



		VAT receipts from VATable new landlord activity (£m)

		 

		 

		 

		 

		 

		 



		

		

		

		

		

		

		



		Expenditure

		 

		 

		 

		 

		 

		 



		Loss of Right to Buy receipts (£m)

		 

		 

		 

		 

		 

		 



		PWLB debt repayment  (£m)

		 

		 

		 

		 

		 

		 



		PWLB early redemption premiums (£m)

		

		

		

		

		

		



		Non-PWLB debt repayment (£m)

		

		

		

		

		

		



		

		

		

		

		

		

		



		Note:

		

		

		

		

		

		



		• Refer to Sections 4.29 - 4.41 and Annex C

		

		

		

		

		



		• Figures for PWLB/non-PWLB debt repayment and PWLB early redemption premiums are gathered from Annex A Part 1



		

		

		

		

		

		

		



		 


Calculated cell


 


Data provided elsewhere


 


Data required




		

		

		

		

		

		





(4b) 30 year (NPV) profile of Public Sector Cost Benefit Analysis - data requirements (also available as a spread-sheet)

		Upfront costs and benefits

		

		



		Costs

		

		



		Self-financing valuation (£m)

		 

		



		Benefits

		

		 



		Transfer receipt from new landlord (£m)

		 

		



		

		

		



		Long Run Benefits

		

		



		Long term voids prevented because of additional investment (number)

		Required by DCLG to calculate HB Savings

		



		Additional new social homes (number)

		Required by DCLG to calculate HB Savings

		



		VAT receipts on VATable PRP activity (£m) NPV

		 

		



		

		

		



		Note:

		

		



		• 30 year NPV is expected to be positive

		

		



		• Refer to Section 4.29 - 4.41 and Annex C

		

		



		

		

		



		

		

		



		 

		Data provided elsewhere



		

		



		 

		Data required



		

		



		 

		Data provided by HCA/GLA/DCLG





(4c) Additional Data (also available as a spread-sheet)

		Number



		Economic impact benefits as a result of transfer

		Year 1

		Year 2

		Year 3

		Year 4

		Year 5

		Year 6

		Year 7

		Year 8



		Additional new social rent homes

		

		

		

		

		

		

		

		



		Additional new Affordable Rent homes

		

		

		

		

		

		

		

		



		Additional new LCHO homes

		

		

		

		

		

		

		

		



		Additional new market homes

		

		

		

		

		

		

		

		



		Additional new build homes not included above

		

		

		

		

		

		

		

		



		Additional jobs created

		

		

		

		

		

		

		

		



		Additional training places (level 3 apprenticeships)

		

		

		

		

		

		

		

		



		Long term voids prevented

		

		

		

		

		

		

		

		



		Additional homes brought to Decent Homes Standard: 


   Homes that were non-decent at time of transfer

		

		

		

		

		

		

		

		



		Additional homes brought to Decent Homes Standard:


   Newly arising non decent homes

		

		

		

		

		

		

		

		



		[Other]

		

		

		

		

		

		

		

		





		£m



		Economic impact benefits as a result of transfer

		Year 1

		Year 2

		Year 3

		Year 4

		Year 5

		Year 6

		Year 7

		Year 8



		Additional investment in existing stock (£m per year)

		

		

		

		

		

		

		

		



		Irrecoverable VAT (£m per year)

		

		

		

		

		

		

		

		



		 [Other]

		

		

		

		

		

		

		

		





Note: By “additional” is meant any economic impact benefit that would not occur without transfer and which takes account of factors impacting on additionality such as leakage, deadweight, displacement and substitution. See HM Treasury’s Green Book for more information. 


		Number



		Economic impact benefits as a result of transfer

		Year 9

		Year 10

		Year 11

		Year 12

		Year 13

		Year 14

		Year 15

		Year 16



		Additional new social rent homes 

		

		

		

		

		

		

		

		



		Additional new Affordable Rent homes

		

		

		

		

		

		

		

		



		Additional new LCHO homes

		

		

		

		

		

		

		

		



		Additional new market homes

		

		

		

		

		

		

		

		



		Additional new build homes not included above

		

		

		

		

		

		

		

		



		Additional jobs created

		

		

		

		

		

		

		

		



		Additional training places (level 3 apprenticeships)

		

		

		

		

		

		

		

		



		Long term voids prevented

		

		

		

		

		

		

		

		



		Additional homes brought to Decent Homes Standard: 


   Homes that were non-decent at time of transfer

		

		

		

		

		

		

		

		



		Additional homes brought to Decent Homes Standard:


   Newly arising non decent homes

		

		

		

		

		

		

		

		



		[Other]

		

		

		

		

		

		

		

		



		

		

		

		

		

		

		

		

		



		£m



		Economic impact benefits as a result of transfer

		Year 9

		Year 10

		Year 11

		Year 12

		Year 13

		Year 14

		Year 15

		Year 16



		Additional investment in existing stock (£m per year)

		

		

		

		

		

		

		

		



		Irrecoverable VAT (£m per year)

		

		

		

		

		

		

		

		



		 [Other]

		

		

		

		

		

		

		

		





Note: By “additional” is meant any economic impact benefit that would not occur without transfer and which takes account of factors impacting on additionality such as leakage, deadweight, displacement and substitution. See HM Treasury’s Green Book.for more information. 


		Number



		Economic impact benefits as a result of transfer

		Year 17

		Year 18

		Year 19

		Year 20

		Year 21

		Year 22

		Year 23



		Additional new social rent homes

		

		

		

		

		

		

		



		Additional new Affordable Rent homes

		

		

		

		

		

		

		



		Additional new LCHO homes

		

		

		

		

		

		

		



		Additional new market homes

		

		

		

		

		

		

		



		Additional new build homes not included above

		

		

		

		

		

		

		



		Additional jobs created

		

		

		

		

		

		

		



		Additional training places (level 3 apprenticeships)

		

		

		

		

		

		

		



		Long term voids prevented

		

		

		

		

		

		

		



		Additional homes brought to Decent Homes Standard: 


   Homes that were non-decent at time of transfer

		

		

		

		

		

		

		



		Additional homes brought to Decent Homes Standard:


   Newly arising non decent homes

		

		

		

		

		

		

		



		[Other]

		

		

		

		

		

		

		



		

		

		

		

		

		

		

		



		£m



		Economic impact benefits as a result of transfer

		Year 17

		Year 18

		Year 19

		Year 20

		Year 21

		Year 22

		Year 23



		Additional investment in existing stock (£m per year)

		

		

		

		

		

		

		



		Irrecoverable VAT (£m per year)

		

		

		

		

		

		

		



		 [Other]

		

		

		

		

		

		

		





Note: By “additional” is meant any economic impact benefit that would not occur without transfer and which takes account of factors impacting on additionality such as leakage, deadweight, displacement and substitution. See HM Treasury’s Green Book.for more information.

		Number



		Economic impact benefits as a result of transfer

		Year 25

		Year 26

		Year 27

		Year 28

		Year 29

		Year 30

		Total



		Additional new social rent homes

		

		

		

		

		

		

		



		Additional new Affordable Rent homes

		

		

		

		

		

		

		



		Additional new LCHO homes

		

		

		

		

		

		

		



		Additional new market homes

		

		

		

		

		

		

		



		Additional new build homes not included above

		

		

		

		

		

		

		



		Additional jobs created

		

		

		

		

		

		

		



		Additional training places (level 3 apprenticeships)

		

		

		

		

		

		

		



		Long term voids prevented

		

		

		

		

		

		

		



		Additional homes brought to Decent Homes Standard: 


   Homes that were non-decent at time of transfer

		

		

		

		

		

		

		



		Additional homes brought to Decent Homes Standard:


   Newly arising non decent homes

		

		

		

		

		

		

		



		[Other]

		

		

		

		

		

		

		



		

		

		

		

		

		

		

		



		£m



		Economic impact benefits as a result of transfer

		Year 25

		Year 26

		Year 27

		Year 28

		Year 29

		Year 30

		Total



		Additional investment in existing stock (£m per year)

		

		

		

		

		

		

		



		Irrecoverable VAT (£m per year)

		

		

		

		

		

		

		



		 [Other]

		

		

		

		

		

		

		





Note: By “additional” is meant any economic impact benefit that would not occur without transfer and which takes account of factors impacting on additionality such as leakage, deadweight, displacement and substitution. See HM Treasury’s Green Book.for more information.

Annex B: Transfer Value Reconciliation example                                                                                    also available as a spread-sheet

		 [Name of local authority]

		 


 

		Total number of tenanted dwellings

		



		 

		 

		 

		 

		 



		Add/(Subtract)

		Description

		NPV £m

		NPV £ p.u. 

		Comment



		 

		Self-financing valuation

		0.0

		0.0

		Self-financing settlement as determined by DCLG March 2012



		Add

		Items increasing valuation compared to self-financing e.g. management efficiencies

		0.0

		0.0

		



		Less

		Items reducing valuation compared to self-financing e.g. irrecoverable VAT

		0.0

		0.0

		



		 

		Transfer Value 

		   0.0

		   0.0

		 



		Add

		Contribution from local authority

		0.0

		0.0

		



		Add

		Contribution from receiving landlord

		0.0

		0.0

		





Annex C: Calculation of Economic Impacts Cost-Benefit Analysis

A set of potential Economic Impacts benefit headings, and the information required for each, is set out below.  This information is collected through the data sheet at Annex A Part 4c.


These benefits accrue from an increased supply of affordable housing and building activity, both through new build and reduced void levels, and additional investment in the existing stock.  Applicants should only utilise headings which are relevant to their own Strategic Case.  Applicants may also want to propose other benefits, along with a methodology for monetising these and associated calculations.  These should be discussed with the HCA or GLA at an early stage.  

All Economic Impact benefits will need to be:


· demonstrably additional against a base case of stock remaining in council ownership (see page 52 of the HM Treasury Green Book);


· well evidenced.  


Labour mobility: Areas with higher housing costs are more likely to have constrained labour supply (fewer people can afford to live in these areas). This can have a detrimental impact on businesses’ competiveness, because firms find it harder to recruit a sufficient number of people at affordable wages. More housing, particularly in high demand areas, will ease labour supply constraints bringing benefits to local businesses.  Labour mobility benefits are therefore generated from your annualised data on additional new build and voids prevented.

Additional Jobs: Where local authorities are able to provide robust evidence that additional jobs are created as a result of transfer rather than displaced from elsewhere, DCLG will monetise the economic benefits of increased employment in the building industry using data on gross value added from each additional construction sector job.

Apprenticeships: DCLG include the benefits of increased skill levels from the training and on-site work experience apprentices receive in the cost-benefit analysis, measured by the expected higher wages they will earn during their lifetimes. Both additional new build an additional works to stock may create construction apprentice places.  Apprenticeship benefits are generated from your annualised data on additional training places leading to level 3 apprenticeships created.

Land value uplift: 


The price of land which comes with a permit for residential buildings is far higher than land used for other purposes (e.g. farming). New build housing therefore encompasses this “land value uplift”, which represents the added value individuals place on using land for housing as opposed to an alternative use. DCLG include this land value uplift in the cost-benefit analysis for each new build home. This benefit is generated from your annualised data on additional new build.

Distributional benefits:  On average social tenants have a lower income than the general population.  An individual on a lower income will value an extra £1 more than an individual on a higher income. As tenants in the social rented sector are in effect receiving a subsidy in the form of lower rents, we include in our cost-benefit analysis the distributional impact. This is calculated using a Welfare Weighting based on the income distribution. This benefit is generated from your annualised data on additional new build of social housing and voids prevented.

Reduced overcrowding: Many academics and experts believe that overcrowded housing has a detrimental impact on health and education outcomes and many studies have been written on this. According to the English Housing Survey, about 6% of households in the rented sector are overcrowded.  We include the health and education benefits of reduced overcrowding from the additional availability of affordable housing.  This is generated from your annualised data on additional new build of social housing and voids prevented.

Decent Homes: In addition to benefits relating to new build we also include benefits from renovation of non-decent housing to the Decent Homes Standard.


(i)We include health benefits from the Decent Homes programme, which relate to health issues such as mould and air quality, and safety such as fire risk etc.  This is generated from your data on additional homes at the Decent Homes standard.

(ii) Using guidance from the Department for Energy and Climate Change we also calculate the reduction in energy usage and CO2 emissions from the Decent Homes programme and so the environmental benefits.  This is generated from your data on additional homes at the Decent Homes standard.

Worked example

The following example of the benefit of increased housing supply on labour mobility shows the methodological approach we have adopted. The numbers used are illustrative.


The impact of labour mobility is about £320 a year per new home built or brought into use in 2015/16. We uprate this figure by inflation over future years. 


		year 1

		year 2

		year 3

		year 4

		year 5



		£320.0

		£330.9

		£342.13

		£354.79

		£368.67





The transfer application will tell us the number of new homes to be built or brought back into use. Here we assume that 100 new homes are built in year 3. The benefits of the new build would be calculated as the impact of labour mobility (figures above) per home multiplied by the number of new units (i.e. 100), as follows:


		year 1

		year 2

		year 3

		year 4

		year 5



		£0

		£0

		£34,213

		£35,479

		£36,867





We then discount the values by the GDP deflator and social time preference to allow us to compare values on a consistent basis over time, in “year 1” money terms. In our example this gives the following figures:


		year 1

		year 2

		year 3

		year 4

		year 5



		0

		0

		£30,698

		£30,154

		£29,681





We interpret the figure of £30,698 as the benefit of increasing labour mobility arising from 100 new homes in the third year only, in terms of the monetary value in year one.  For the full 30-year benefit we sum each “in year” figure over the 30 years, i.e.:

£0 + £0 + £30,698 + £30,154 + £29,681 +.. etc etc. 


We apply this approach to all the costs and benefits accruing from the policy, to get the full impact of the transfer.


Annex D: Dealing with overhanging debt payment and early redemption premiums and discounts


1. The Annex applies only where a local authority seeks financial support from Government for transfer.  


2. Where a local authority considers that the capital receipt from the sale of its housing and associated assets will be less than the attributable housing debt on the dwellings sold and associated early redemption premiums, then it may wish to seek Government support to write off this overhanging debt and/or associated early redemption premiums. In order to secure this support it will need approval from DCLG Ministers following assessment by DCLG and HM Treasury in conjunction with the HCA (or in London, GLA) of its transfer application.

3. DCLG support for debt write-off is available in respect of Public Works Loan Board debt and associated early redemption premiums.  Exceptionally, on a case by case basis, DCLG may agree to provide support in respect of non-Public Works Loan Board debt, where no Public Works Loan Board debt is available.  No support will however be provided for early redemption premiums associated with non-Public Works Loan Board debt.  That is a cost of transfer which will need to be met directly by the local authority or from the receipt from the transfer landlord.  In the latter case this would reduce the transfer value and increase the overhanging debt write-off required, making the business case for transfer harder to make.  Note that non-Public Works Loan Board debt includes debt to other public sector organisations.

4. Where transfer applications are approved, DCLG will agree to write off up to a specific amount of debt and the expectation is that this figure will not rise.  Subsequent changes which increase the level of support for debt write-off required will need specific agreement which may not be given. 

5. Government recognise that early redemption premiums or discounts payable on Public Works Loan Board debt at the date of transfer are uncertain but will wish to establish as far as possible what these are likely to be and that they are reasonable when considering a transfer application.

Agreeing which debts will be repaid


6. As part of its transfer application, a local authority should submit details of its portfolio of debts and which it proposes should be paid off by the receipt from the transfer landlord and Government support.


7. Where a local authority is operating a one pool approach to their debt, Government expects that the same proportion of all the local authority’s Public Works Loan Board debt would be repaid by the receipt from the transfer landlord and financial support from DCLG.  Where local authorities have identified a separate Housing Revenue Account debt pool, Government expects that these debts would be repaid in full, subject to gaining assurance that this will not result in materially higher early redemption premiums than would otherwise be the case.


8. Government is however willing to consider alternative approaches put forward by local authorities that they consider will, for example, lead to a better rationalisation of debt.  Authorities are advised to discuss with the HCA/GLA at an early stage any proposed arrangements for which debts will be repaid.  These will need to be agreed in advance of any approval of a transfer application.

Arrangements for repaying debt and early redemption premiums


9. The amount of DCLG financial support for the write-off of Public Works Loan Board debt should be agreed in advance of the local authority’s formal application to the Secretary of State for transfer under sections 32-34 and/or section 43 of the Housing Act 1985.  Failure to do so may result in the Secretary of State withholding consent.


10. The local authority should discuss with DCLG the date chosen for the debt repayment normally within a week after the transfer.  Two working days before this date the local authority should notify the Public Works Loan Board of the debt to be repaid.  The Public Works Loan Board will calculate early redemption premiums or discounts and notify the local authority of these.  The local authority should in turn notify DCLG.


11. Repayment of debt and associated early redemption premiums will be made by the local authority and DCLG two working days after notification of repayment to the Public Works Loan Board.


12. DCLG will repay debt as previously agreed with the local authority and early redemption premiums on all the debt being repaid.  The local authority will repay the balance of the debt that it has previously notified to the Public Works Loan Board as being repayable. Once a local authority has notified DCLG of the total amount of debt and early redemption premiums to be repaid, DCLG will e-mail the Public Works Loan Board, copying in the local authority, with details of the breakdown of payments to be made by DCLG and payments to be made by the local authority.


Annex E: Checklist: Four weeks prior to Consent         also available as a spread-sheet


		FOUR WEEKS PRIOR TO CONSENT 



		[Name of local authority]



		

		

		

		



		Consent date:

		

		[Monday]



		Transfer completion date:

		

		[Friday]



		

		

		

		



		20 working days prior to target consent date

		[Date]



		Items to be submitted by the local authority

		To DCLG

		To HCA/GLA

		Date



		Formal application for consent under sections 32-34 and/or 43 of the Housing Act 1985

		To

		Cc

		 



		Formal certification that consultation has been carried out in accordance with Schedule 3A to the Housing Act 1985 

		To

		Cc

		 



		The name, address and telephone number (and email address) of lawyers acting for the local authority, the prospective new landlord and the funders and name of the person with whom to liaise

		To

		Cc

		 



		Details of any representations made by other parties who have an interest in the transfer, e.g. leaseholders

		To

		Cc

		 



		Written confirmation of the ballot result

		 

		To

		 



		Final versions of consultation material, if not already provided 

		 

		To

		 



		A copy of proposed tenancy agreement or confirmation that it is as set out in the consultation document  

		 

		To

		 



		Final confirmation of the transfer value, Housing debt and debt write-off requirements (as previously agreed with DCLG).

		 

		To

		 






		Details of the funding arrangements, including the amount of any loan, the lender and the length of repayment period and copy of funding agreement or confirmation that the transfer would be funded under existing loan arrangements

		

		To

		





*OT to write to local MPsted   consents are required













































































		

		

		

		



		10 working days prior to target consent date

		[Date]



		Items to be submitted by the local authority

		To DCLG

		To HCA/GLA

		Date



		Council minutes resolving to proceed with the transfer 

		 

		To

		 



		Where a new social landlord is being established, a copy of registration of new landlord with Registrar of Friendly Societies, Companies House or the Charity Commission and the HCA.

		 

		To

		 






		Council to contact the Public Works Loans Board to discuss arrangements for the payment of overhanging debt if applicable

		

		

		



		

		

		

		



		3 working days prior to target consent date

		[Date]



		Items to be submitted by the local authority

		To DCLG

		To HCA/GLA

		Date



		1 electronic copy of the final Transfer Contract.

		To

		 

		 



		1 electronic copy of the of the plain English summary and Transfer Contract checklist

		To

		

		





		SUMMARY OF KEY FACTS



		[Name of local authority]



		

		



		Confirmation of numbers of dwellings transferring (tenanted, leasehold and total) 

		 



		Confirmation of number of non-decent dwellings transferring

		 



		Name of MP(s) for the area

		 



		If a new social landlord, date registered with HCA and the Registration number

		 



		Cost of programmed works planned after transfer (£XXm over XX years) and summary description of works to be carried out

		 



		Summary of tenant consultation activities carried out by the local authority

		 



		Confirmation of the date the Stage 1 notice was issued

		 



		Confirmation whether responses to the Stage 1 notice were received

		 



		A summary of responses received to the Stage 1 notice and the local authority's reason to proceed with transfer

		 



		Confirmation of the date the Stage 2 notice was issued

		 



		Name and e-mail of person in local authority dealing with the Overhanging Debt calculation

		 





Annex F: Tenant Consultation 


The statutory guidance on tenant consultation

https://www.gov.uk/government/publications/consulting-council-tenants-about-selling-their-homes-to-a-private-landlord-statutory-guidance

covers requirements for the formal two-stage consultation process.  In addition, authorities should follow current good practice for involving and consulting tenants. This includes:


· drawing up a communication strategy which sets out how it proposes to involve and communicate with tenants and other interested parties;


· ensuring that tenants have access to independent advice and support provided by an Independent Tenants Adviser. The role of the Independent Tenants Adviser should include capacity building and training at all stages of the transfer process, including after completion of the transfer; and

· considering carefully how it will enable and encourage all tenants to participate both before and after transfer, including those from minority and equalities groups and those not normally represented


A range of methods should be employed to ensure different sections of the community are aware of the proposals and the issues. Pamphlets, leaflets, posters, press advertisements, newsletters, meetings, door-knocking, exhibition caravans, telephone hot-lines and short DVDs have all been used by authorities in the past.


If a local authority is proposing to transfer homes to an existing private registered provider this landlord should:

· be involved in drafting consultation material; and


· have direct contact with tenants ahead of the ballot.  This will allow the tenants to get an understanding of the nature of the organisation, its structure, ethos, objectives and what it has to offer. It is important that the information is consistent with that provided by the local authority and that it is up to date.


Annex G: Timetable for transfer


The length of time it takes to go through the transfer process will vary depending on a number of factors, including the amount of funding required and the complexity of the case. The timetable below is therefore indicative, but may be of help to local authorities in their planning.  Where Government support for debt write-off or associated early redemption premiums is not sought, no DCLG/HM Treasury approval of the application is required.


		Preliminary discussions with HCA/GLA and submission of draft transfer application leading to formal transfer application (full business case)




		

		



		HCA/GLA considers transfer application:


· where debt write off is not required HCA/GLA responds direct to local authority;


· where debt write off is required, HCA/GLA work with DCLG/HM Treasury to assess application and make recommendation to Ministers  




		

		6 -10 weeks



		Ministers approve support for debt write-off



		

		1 week





		HCA/GLA notify that Government is content and 

local authority may proceed to formal consultation subject to Offer Document being agreed




		

		1 week



		Local authority statutory consultation (Stages 1 and 2)




		

		9 weeks



		Engagement with Social Housing


Regulator




		

		20 – 35 weeks



		Four week checklist




		

		4 weeks



		Transfer completes




		

		





Annex H: Contact details


HCA


Mick Cowan, mick.cowan@hca.gsi.gov.uk, 020 78745869


Yasmin Fearon, yasmin.fearon@hca.gsi.gov.uk, 01925 644638


GLA


Nick Taylor, nick.taylor@london.gov.uk, 020 7983 5891

Amena Matin, amena.matin@london.gov.uk, 020 7983 5868

DCLG


Sally Hunt, sally.hunt@communities.gsi.gov.uk, 0303 4443739

Cynthia Brathwaite, cynthia.brathwaite@communities.gsi.gov.uk, 0303 4442402

Patrick Owen, patrick.owen@communities.gsi.gov.uk 0303 4443666


     �







�











� http://www.publications.parliament.uk/pa/cm201314/cmhansrd/cm130510/wmstext/130510m0001.htm#13051033000001



� http://www.emptyhomes.com/what-we-do-2/campaign-demands/2470-2/
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