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Dear Sirs,

EVIDENCE FROM HIGH BICKINGTON CPT LTD

I have pleasure in submitting evidence for the concurrent Inquiries into rural housing being undertaken by your organisations.

I hope that the evidence is self explanatory but please do not hesitate to contact me for clarification on any of the points raised.

Yours faithfully,

David Brown

Chairman
THE EVIDENCE OF HIGH BICKINGTON CPT LTD TO 

THE AFFORDABLE RURAL HOUSING COMMISSION AND

THE COMMISSION FOR RURAL COMMUNITIES 

NOVEMBER 2005
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	Introduction

This is a response by High Bickington CPT Ltd to the “call for evidence” from the Affordable Rural Housing Commission. It is also being sent to the Commission for Rural Communities.  We are a Community Property Trust aiming to provide affordable homes, workspace and community and sports facilities in our small rural community. We set out details of a scheme for providing affordable homes, based on identified local need, and describe the proposed mechanism for retaining affordability into the future.  We also describe the planning delays that we have encountered and emphasise the frustrations and complexities faced by a small community working within the current system.  We conclude with a number of points which we hope the Commissioners might find useful.
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	High Bickington CPT Ltd

The Community Property Trust was set up in July 2004 as an Industrial and Provident Society to develop a redundant Devon County Council owned smallholding on the edge of the village of High Bickington. The Project was originally set up in 2000 in response to an approach by Devon County Council who wished to explore innovative ways of disposing of surplus land.  We are working in partnership with the County Council, High Bickington Parish Council, Devon and Cornwall Housing Association and the Wessex Reinvestment Trust. The intention is to form a Joint Venture Agreement, which will also include a private developer as a partner. 
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	Need for Affordable Housing 
High Bickington is a relatively isolated and remote rural parish in the Torridge district of North Devon.  The current population is about 670, although with our proposed development and an open market scheme already under construction on another site, this will rise to approximately 1000 in the next 2-3 years.  The nearest towns are Torrington (8 miles) Barnstaple (9 miles) and South Molton (10 miles), with Exeter 35 miles away. 

As in many rural parts of Northern Devon and elsewhere, house prices have risen sharply in recent years, at a much greater rate than incomes. The cheapest houses on the open market (terraced and semi-detached houses) range in price from £134,700 - £194,000 [Source: Land Registry residential property price data for April-Sept 2005 for postcode sector EX37 9].  The average household income in Torridge is approximately £24,500 (DCC figures for 2004). It is not difficult to see why local housing is beyond the ‘Affordability’ reach of many local people across all age ranges.
In 2001, a Parish Appraisal and follow-up interviews in High Bickington revealed that about 30 people or families were in need of affordable housing. Follow-up surveys have found that this number has remained fairly constant with some potential applicants finding accommodation and others joining the list. 

Our housing survey identifies many needs which would not be identified through a local authority waiting list:  people in work with average or below average wages; couples living at home; single people; people securing employment in the village but without accommodation.  Additionally, people wishing to return to the village for family reasons do not show up on locally authority lists because they do not bother or are unable to register as they are not currently local. 

The aspiration of many of the people our survey identified is for home ownership but at a price they can afford.  Shared ownership is aimed at this need but because it uses Social Housing Grant, allocations are (reasonably) targeted at re-housing local authority tenants and priority cases (which are of course a major problem for the housing authority).   By providing intermediate market housing, through High Bickington CPT Ltd, without using Social Housing Grant we aim both to supplement affordable housing provision and to meet needs that social housing would not be able to respond to but which are critical for the economic life and vitality of our community.

In 2003 it was estimated that the Right to Buy legislation had removed about 50% of the District’s council housing stock.  Torridge was then losing about 50 homes a year, with only about 30 a year being provided by Housing Associations. 

The Key Findings of the Torridge District Council’s district-wide Housing Needs Survey 2004 (published February 2005) are:

· 87% of households live in accommodation suitable for their needs.  Satisfaction ranges from 97% in the owner-occupied sector to 60% in the private rented sector;

· The average costs (recorded by the Land Registry at the 30th September 2004) of flats and terraced houses were £122,807 and £135,220 respectively.  Affordability is a major issue, particularly for new forming households;

· Home ownership is beyond the reach of 95% of concealed households, even though 8% of them earn over £27,300pa (the national average income). 75% of those cannot afford private renting;

· Social housing is only 8% of the total stock in the District (compared to the national average of 19.3%) and provides only 120 re-let units each year;

· Annually 517 affordable housing units are needed – 397 more than the existing supply from re-lets, a new supply requirement of over 56 times current delivery levels;

· There is a need to develop a more balanced housing stock in both public and private sectors with a need for more small units, especially flats, particularly in the private sector;

· The retired population will increase significantly by 62% by 2026 and there is an inextricable link between ageing and disability.  Nearly two thirds of those with a support need are over 60 and almost half (49%) of them have mobility problems.
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	Proposed High Bickington Development

The scheme we are planning for High Bickington consists of the development of 8 hectares of land, with 16 open market homes, 36 affordable homes (15 Devon and Cornwall Housing Association, 17 High Bickington CPT Ltd and 4 ‘Self-build’ properties to be built by a supported group of local people), converted and new build workshops, a new primary school, community/sports facilities and a community woodland (already planted).   

The sale of some land, for open market houses, provides a key element of cross-subsidy which will be applied to the cost of infrastructure and community facilities. Further contributions from Section 106 payments, relating to another development in the village and the sale of a parish council owned site, will bring in a further amount of over £400,000 to help fund the overall development.  The balance of required funding will come from Grants, Mortgages and Loan Finance.
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	Consultation and Community Involvement

From its first meetings in 2000 the High Bickington Project has adopted two key principles:  the Project should be community-led; and there should be frequent and meaningful community involvement. These are considered important principles because they ensure that the emerging proposals continue to meet the community’s aspirations and that people’s views are being taken into account.  As a result the plans have received overwhelming support from the community – and further afield.

There have been three major consultation events: firstly, in 2001, to obtain reactions to the Parish Appraisal results; secondly, in 2002, a ‘Planning for Real’ type exercise to help formulate the proposals for meeting the identified needs; and thirdly, in July 2004, to obtain views on a draft Master Plan. A further event, in October 2005, presented the revised plan to the community in the form of an Exhibition.  Between 200 and 300 people attended each of the consultation events. About 75 attended the most recent Exhibition held in October 2005.
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	Support for the High Bickington approach

As well as receiving sustained community support, the High Bickington approach has been praised by many visiting dignitaries.  Alun Michael, then Rural Affairs Minister, visited in March 2004 and said that he found the project “inspirational”.  The scheme was also referred to as being “a model for all villages” at a conference on affordable housing, convened by His Royal Highness The Prince of Wales, in November 2004.  

The High Bickington Parish Plan – 2003 to 2023, produced in June 2003, was recommended by Torridge District Council as a model for the production of Parish Plans, with copies being sent to all 64 parishes in the District.
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	Model for providing – and retaining – affordable homes

Our proposed model is based on two forms of tenure: Equity Purchase and Tenancy Plus, as set out in our information leaflet, a copy of which is reproduced here:



	
	AFFORDABLE HOUSING -  THE HIGH BICKINGTON WAY

      1.  CPT provides

            a home                                       6.  When the homeowner 
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  the home                                                            

                                                                                                                             

                            4.  CPT takes an Equity Mortgage

                             for the remaining percentage of

                             the open market value                             

Diagram shows the Equity Purchase model – more details follow below, 

where the Tenancy Plus model is also described

High Bickington Community Property Trust (‘the CPT’) is in the process of developing the site at Little Bickington Farm for a mix of uses.  One of the uses is the provision of housing which is affordable by local people and which offers a first step onto the housing ladder.

There are two ways in which these homes are to be made available:

· Equity Purchase

· Tenancy Plus

Under Equity Purchase, you will buy the freehold of the property, for a price equal to a mutually agreed percentage [possibly between 50% and 75%] of its full market value at the time of purchase.  You will need to obtain a mortgage from a bank or building society to pay for the agreed percentage of the market value of the property.  The balance between the percentage of the property that you are able to purchase and the full market value will be funded by the CPT. If you decide to sell your home, the proceeds will be divided between you and the CPT in agreed shares which reflect your percentage ownership.  
Under Tenancy Plus, you do not buy the property.  Instead, you will be granted a tenancy and pay, in advance, a monthly rent to the CPT for as long as you occupy it.  When you leave the property, the CPT may make a payment to you that will be linked to the amount of rent you have paid less the costs incurred by the CPT throughout the life of the Tenancy.

This payment is a way of assisting you to gain a foothold on the housing ladder in your next property. Any such payment would be linked to you meeting the conditions laid down in the Tenancy Plus Agreement.  The precise details that will govern such payments have still to be determined but they will be available before such a Tenancy is agreed.

The following gives some further details:

equity purchase

The CPT will sell and you will purchase the property in the same way as if you were acquiring it on the open market. The price you will pay will be based on an agreed percentage of the open market value of the house at the time you buy it.  If you buy with the assistance of a mortgage from a bank or building society, you will be responsible for paying the interest payments on your mortgage. But, because your bank or building society mortgage will be smaller than it would otherwise be, your monthly interest payments to your bank or building society will also be smaller.

A solicitor will be required to act for you, and report to you on the legal documents and the title matters.  Where you require a mortgage from a bank or building society, your solicitor will deal with this as well.

The balance of the open market value - the agreed percentage that you do not pay - is left outstanding when you buy your home. This is the CPT’s Percentage. To cover this, a second mortgage (called an ‘Equity Mortgage’) is taken by the CPT to secure the CPT’s Percentage, which ranks after the first mortgage in favour of your bank or building society. Your bank or building society will be required to consent to the creation of this Equity Mortgage.

There is no requirement to pay any interest or other payments to the CPT under the Equity Mortgage whilst you live in your home.

Instead, when you come to sell it, you will be required to pay to the CPT a sum equal to the CPT’s Percentage of the open market value of the house at that time.  You will also be required to pay to the CPT a small percentage of the rise in open market value of your own share of the home to cover the CPT’s costs in providing and funding the Equity Mortgage. You will be entitled to the remainder to pay off your first mortgage, and to use any surplus to buy your next house. 
You are entitled, if you are able to do so, to pay off the Equity Mortgage (in whole or in part) whilst you are still living in your home.  If you do this, the amount to be paid to the CPT will be based on the CPT’s Percentage of the open market value at the time you repay.

Because the CPT wishes these properties to remain available for local people who need them, there is also a separate Pre-Emption Agreement which obliges you, when you wish to sell the house within 21 years, to offer it first to the CPT at a price equal to the open market value at that time.  If the CPT wishes to purchase it back from you, it may ask you to transfer the property to a purchaser it chooses. 

TENANCY PLUS

Under this scheme, the CPT keeps the freehold ownership of the property. The CPT will grant to you a tenancy, under which you will occupy the house. This will be an Assured Shorthold Tenancy.

Under the Tenancy you will pay a rent to the CPT each month, which will be agreed at the outset, and then reviewed by the CPT once a year.

The Tenancy Agreement will set out your obligations and the CPT’s obligations.

You will be able to end the Tenancy by giving one month’s notice to the CPT. The CPT will be able to end the Tenancy (after an initial period of 6 months) by giving two months’ notice to you.

When the Tenancy is ended and you move out of the property, the CPT may make a payment to you (if you qualify).  This will be under a Tenancy Plus Agreement, the terms of which will have been agreed at the time when the tenancy was created.  

As long as you have complied with the tenancy conditions and have been a tenant in the house for at least two years, the CPT will calculate from all the rents you have paid during the Tenancy what amount is required to pay for the CPT’s costs in managing and maintaining the house, in repairing and insuring it, as well as funding costs and interest payments, and all other fees and expenses incurred.  The CPT will provide a statement showing these sums and will, if you meet the requirements of the Tenancy Plus Agreement, pay to you any surplus rent remaining once all these items have been paid for.

You will then be able to use this payment towards funding a deposit on a house purchase not connected to the CPT or possibly enter into an Equity Purchase agreement with the CPT in the form described above.   

This leaflet sets out brief details about the schemes to be offered by High Bickington CPT Ltd.  If you would like to discuss the proposals more fully or consider how they might be of benefit to you personally then please contact David Venner on 01769 560161 or email him at david.venner@highbickington.org
Note:
This note is for information only and remains subject to contract.  It is a brief summary of the main provisions of legal documents, but not a full statement of all legal terms.  The CPT reserves the right to adapt or modify these schemes as it thinks fit.  You should seek your own legal advice before entering into any such transaction.



	
	A key feature of the Equity Purchase model is that the CPT will have first refusal on each house sale, allowing it to purchase the house and offer it to another applicant in housing need. Another is that, under equity purchase, the CPT will grant purchasers an equity mortgage for the remainder of the property value for which the purchaser is required for pay 10% of the increase in value in their share of the property:  this mechanism is intended to share the benefits of the scheme between the individual and the community and try to ensure that affordability is not eroded over time.  

The Tenancy Plus model allows tenants to build up cash, which, when they leave the property, they can put towards the purchase of a home, thus gaining a foothold on the housing ladder.

The housing is made affordable first because there is no land cost to pay and secondly through the s.106 contribution from the housing for sale scheme (which the community were almost unanimously against) on the other side of the village.

Underpinning the scheme is the fact that land for housing, workshops and community buildings is to be transferred to High Bickington CPT Ltd at nil cost by Devon County Council.  The County Council will, however, receive a small share in the uplift in value of the land resulting from planning consent for other development.  In practical terms, however, part of the overall uplift in capital value will be reinvested in the local community through the building of a new primary school and the rest will be left with High Bickington CPT Ltd as part of the cost of the proposed workshops on the site and the cost of community facilities.
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	Planning delays

The Parish Council submitted an outline planning application, in November 2003.  Torridge District Plans Committee recommended approval and this was confirmed in Full Council in April 2004.  After some delay the District Council referred the application to Government Office South West in August 2004.  After a puzzling delay, on 24th December 2004 it was ‘called in’ for determination by the Secretary of State and, as part of this process, a Local Public Inquiry is set to commence on 17th January 2006 - some 17 months after Torridge District Council indicated its own approval of the Outline Planning Application.  This means that, even assuming outline consent is given and detailed planning progresses smoothly, construction will not be able to begin until February 2007 at the very earliest.  This will be some three years and three months after submission of an outline planning application that has the widest possible support of local people.

These Planning Approval delays have been particularly frustrating for a community–led project and it has taken exceptional effort by dedicated local volunteers to ensure that the wider community has been kept on board.  Whilst a private developer may be used to such delays and can move on with another scheme, a community that has invested countless hours in developing its plans easily loses heart and has nowhere else to go.  Furthermore, financial inflation of build costs, caused entirely by the delay in achieving an Outline Planning Approval, may also threaten the scheme’s viability.  

The original High Bickington Project 2000 involved an initial committee of 12 people and 5 advisory groups with a total of 40 members.  Following incorporation as High Bickington CPT Ltd in July 2004 this local involvement has grown to the point where we now have a board of 6 directors (all local residents), 5 Advisory Committees dealing with different aspects of the proposed development and 180 shareholders - all of whom are residents of High Bickington Parish or people with other local connections.
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	Conclusions

If the Government is to be successful in its aim to improve the provision of affordable housing in rural areas, we suggest that in both their deliberations and subsequent recommendations the Commissioners should seek to:

· ensure that procedures are put in place to allow people in housing need to occupy affordable housing in their own local communities;

· identify and promote models that keep housing affordable in perpetuity;

· allow communities to be fully involved in the local development framework process so that local housing and wider community needs can be met in a holistic and sustainable way;

· consider the extent to which housing can be developed, perhaps by using the Community Land (Property) Trust model, without large scale public funding;

· consider a change in current rules and allow ‘exception site’ developments to contain an element of cross subsidy from open market housing.

We believe that the High Bickington scheme offers an innovative way of providing and retaining affordable housing and in ways that meet overall local needs in a holistic and sustainable way.  We therefore commend it to the Commission.















































High Bickington CPT Ltd is a Community Property Trust providing affordable housing, community facilities and workspace.  It is registered under the Industrial and Provident Societies Act 1965 

Registered Office: 
1st Floor, Portland House, Longbrook Street, Exeter EX4 6AB     Register No: 29778R
Funded by EAGGF & DEFRA through the LEADER+ Programme.  Member of the National Housing Federation.
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