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Summary
The statutory Right to Buy (RTB) was introduced in October 1980. To date, around
2 million council properties in England have been sold. As a rule, assured tenants of
housing associations (aside from those who were previously secure council tenants with a
“preserved” RTB) do not have the RTB on the same terms as council tenants. Scotland
has abolished the RTB and Wales is following suit – the final date for the abolition of the
RTB in Wales is 26 January 2019. The Department for Communities is consulting on the
future of its House Sales Schemes which are Northern Ireland’s equivalent to the RTB consultation closed on 24 September 2018.
The Conservative Party’s 2015 Manifesto included a commitment to “extend the Right to
Buy to tenants in Housing Associations to enable more people to buy a home of their
own.” Subsequently, the 2015 Queen’s Speech announced that a Housing Bill would be
introduced to “dramatically extend the Right to Buy to the tenants of Housing
Associations – putting home ownership within the reach of 1.3 million more families.”
While welcomed by housing association tenants who have long sought the RTB, the
measure is controversial and generated strong reactions from social landlords. Local
authorities were concerned that, as originally envisaged, the measure would be partly paid
for by the sale of their most valuable (vacant) stock. Commentators questioned whether
sales of vacant council stock would generate sufficient funding to pay for an extended
RTB. Housing associations questioned the legitimacy of legislating to force the sale of
assets owned by charities/not-for-profit companies
The National Housing Federation (NHF) put an offer to Government in September 2015 in
which it proposed the implementation of an extended RTB on a voluntary basis. This
offer was described as a compromise with a view to securing the independence of
housing associations and the best deal on compensation (for discounts) and flexibilities
(the ability to refuse the RTB in relation to certain properties). During his speech to the
Conservative Party Conference on 7 October 2015, the then Prime Minister announced
that agreement had been reached on the NHF’s offer, and that the first housing
association tenants would be able to buy their homes in 2016. During the Autumn
Statement and Comprehensive Spending Review 2015 the Chancellor announced that the
extended RTB would be piloted by five housing associations. The pilots completed their
work and a report on findings was published.
No implementation date for the extended RTB has been announced. Tenants
interested in being kept up-to-date on progress in developing the voluntary RTB can sign
up here (click on the link entitled ‘housing association tenants’ at the top right-hand of
the page and complete a pop-up contact box).
The Autumn Statement 2016 announced that the Government would fund “a large-scale
regional pilot of the Right to Buy for housing association tenants.” After some delay, the
Autumn Budget 2017 confirmed that the regional pilot would go ahead in the Midlands
in 2018 and would operate for one year. The pilot was launched on 16 August 2018 –
those interested had to register online before midnight on 16 September 2018: Register
for the Midlands Voluntary Right to Buy Pilot. Applicants who were successful in the ballot
have to apply direct to their landlord to continue with the process. Landlords are carrying
out additional eligibility checks.
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Guidance for housing associations taking part in the Midlands pilot scheme was published
in May 2018. The pilot is particularly focused on two aspects of the voluntary agreement
that the original pilots did not cover, namely:
•
•

one-for-one replacement; and
portable discounts.

The Government has said that the impact of the pilot will be assessed before
deciding on the next steps for this policy.
The NHF took part in detailed negotiations over the implementation of the voluntary RTB.
An Implementation Advisory Board was established to make recommendations about its
effective implementation. On 5 April 2016 the NHF published two briefing papers: one
setting out the key principles of the agreement to implement a voluntary RTB scheme for
tenants who are not currently eligible, and another on the policy development process.
This document clarified that decisions over which properties may be exempt from the
voluntary RTB will be left up to each housing association’s board. August 2016 saw the
publication of Voluntary Right to Buy: Scheme Design.
The Housing and Planning Act 2016 does not contain measures to implement a statutory
RTB for housing association tenants. The Act does, however, contain measures that
would have required English local authorities to make an annual payment to Government
in respect of expected sales of “higher value” vacant stock over the year. These payments
were to be used to compensate housing associations for selling housing assets at a
discount to tenants. The social housing Green Paper, A new deal for social housing
(August 2018), announced that the Government would not “bring the Higher Value
Assets provisions of the Housing and Planning Act 2016 into effect”. This leaves
unanswered the question of how discounts on sales of housing association properties
under an extended RTB scheme will be funded. The discounts offered under the Midlands
pilot scheme will be reimbursed by the Ministry of Housing, Communities and Local
Government (MHCLG). There is a requirement that the amounts received will be used
within 10-years of the date of receipt.
The 2015 Government said that properties sold under the voluntary scheme would be
replaced on a one-for-one basis. This raised questions around how replacements would be
financed; the timing of replacement (there will always be a time-lag); and where the
replacements would be built. In London, in certain circumstances, there is a requirement
to secure the development of two affordable homes for each dwelling sold.
Comparisons have been drawn with the existing commitment to replace properties sold
since the discount levels were increased on 1 April 2012. RTB sales have increased from
2,638 in 2011/12 to over 11,000 per year since 2013/14; there were 11,833 sales in
2017/18. The total number of dwellings started on site or acquired by local authorities,
the Greater London Authority (GLA), and the Homes and Communities Agency (now
Homes England) between 2012/13 and the first quarter of 2018/19 was 18,958. The
Right to Buy one-for-one additions policy allows for replacement of the homes sold within
three years of the date of sale. The replacement properties are let at affordable rent levels
of up to 80% of market rents (i.e. they are not like-for-like) and there is no requirement
for the replacement properties to be built in the same area. The former Housing Minister,
Gavin Barwell, acknowledged issues with the replacement policy when giving evidence to
the Communities and Local Government Select Committee on 27 February 2017.
Commenting on the rate of replacement, he said:

4

5

Introducing a voluntary Right to Buy for housing association tenants in England

At the moment, we are delivering on that but the projection suggests that, in the
future at some point, we will not be. Therefore we need to look at what we can do
to make sure that we get those replacement homes.

The Government’s March 2018 statistical release noted for the first time that housing
starts were “falling short” of the commitment to replace additional RTB sales within three
years. The September 2018 statistical release confirmed that starts and acquisitions are
falling short of the three-year replacement target. The previous Housing Minister,
Dominic Raab, responded to the March 2018 statistical release saying that “we believe
there is a case for greater flexibility on the use of receipts from Right to Buy sales.” August
2018 saw the launch of a consultation exercise on Use of receipts from Right to Buy sales
– submissions were accepted up to 9 October 2018 and responses are now being
analysed.
The extension of the RTB to housing association tenants was the subject of an inquiry by
the Communities and Local Government Select Committee over 2015-16. The
Committee’s report expressed support for the Government’s aspiration to extend home
ownership and increase housing supply but concluded that there were “unresolved
issues” and that the Committee “remain concerned that the Government’s policies could
have a detrimental effect on the provision of accessible and affordable housing across all
tenures.”
The then Housing Minister, Alok Sharma, was questioned about progress in implementing
the voluntary RTB when giving evidence to the Communities and Local Government Select
Committee on 1 November 2017, he said:
On voluntary Right to Buy and high-value assets, we are still considering the next
steps. I completely understand that, particularly for voluntary Right to Buy, from the
perspective of those who are looking to buy homes, they want clarity. We recognise
we need to provide that clarity soon.
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1. Right to Buy: background
1.1 RTB timeline
The 1979 Conservative manifesto included the following commitment:
In the first session of the next Parliament we shall therefore give
council and new town tenants the legal right to buy their homes,
while recognising the special circumstances of rural areas and
sheltered housing for the elderly. Subject to safeguards over
resale, the terms we propose would allow a discount on market
values reflecting the fact that council tenants effectively have
security of tenure. Our discounts will range from 33 per cent after
three years, rising with length of tenancy to a maximum of 50 per
cent after twenty years. 1

This commitment was implemented by the Housing Act 1980; the
statutory Right to Buy came into effect on 3 October 1980. Successive
Conservative Governments then made several changes to extend
eligibility and amend the discounts available.
Housing and Building Control Act 1984: Right to Buy extended to
leasehold property; minimum qualification period reduced from 3 to 2
years; maximum discount increased to 60% after thirty years.

Housing Act 1985: Consolidating act. Right to Buy legislation is found in
this Act (as amended).
Housing and Planning Act 1986: Discounts for flats of minimum 44%
up to 70% after 15 years introduced; preserved Right to Buy introduced
(applies to council tenants following a large scale voluntary transfer of
the landlord’s stock to a housing association)
Housing Act 1988: ‘Delay notices’ introduced to compensate tenants
whose landlords delayed in implementing the policy; cost floor for
discount limited to properties less than 8 years old.
Local Government and Housing Act 1989: Required local authorities
to reserve 75% of capital receipts from RTB sales for debt redemption.
Leasehold Reform, Housing and Urban Development Act 1993:
Abolition of the rights: to a local authority mortgage; to defer
completion at a fixed purchase price; and to a shared ownership lease.
Housing Act 1996: Right to Acquire for housing association tenants
introduced. Tenants qualify after 2 years but to much lower discount
levels than under the Right to Buy. Only applies to properties built with
Social Housing Grant after April 1997.
The Labour Government came to power in 1997 supportive of the
principle of Right to Buy, although a series of measures reduced its
scope and at the same time made it easier for authorities to reinvest
capital receipts raised for investment in housing:
Local Government Finance (Supplementary Credit Approvals) Act
1997: Allowed set-aside capital receipts to be taken into account when
1

Margaret Thatcher Foundation, Conservative General Election Manifesto 1979
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issuing Supplementary Credit Approvals to local authorities. This
enabled the phased release of reserved capital receipts.
Statutory Instrument 1998/2997: Introduced regional maximum
discounts for new claims, from £22,000 in the North East to £38,000 in
London; 2 increased cost floor from 8 to 10 years.
Statutory Instrument 2003/498: Reduced the maximum discount in
some London, Eastern and South Eastern boroughs to £16,000.
Local Government Act 2003: Allowed local authorities to use some
capital receipts to buy back RTB properties, after which 75% was
returned to the Treasury.
Housing Act 2004: Increased qualifying period from 2 to 5 years; gave
a right to refuse RTB to tenant with an ASBO; introduced right of first
refusal (local authority can buy back RTB on market within 10 years);
exemption from RTB for properties set to be demolished; small increase
of minimum discount for houses and flats; extended the repayment of
discount period to 5 years.
Statutory Instrument 2005/1735: Landlords required to provide
certain information on RTB to tenants.
The 2010 Government set out its intention to ‘reinvigorate’ the Right to
Buy in a 2011 consultation document, which was followed by a number
of legislative and policy changes:
Statutory Instrument 2012/734: Reintroduced a national maximum
discount at an increased level of £75,000; increased cost floor from 10
to 15 years.
This was accompanied by a commitment to ‘one-for-one’ replacement
(at a national level) of all additional homes sold because of the increased
maximum discount.
Statutory Instrument 2013/677: Increased maximum discount in
London to £100,000. 3
Autumn Statement 2013: Announced the introduction of Right to Buy
Agents; £100m fund to increase access to mortgage finance for RTB
applicants.
Statutory Instrument 2014/1915: Maximum percentage discount
increased to 70%.
Deregulation Act 2015: Reduced qualifying period for RTB from 5 to 3
years with effect from 26 May 2015.
2015 Conservative manifesto: Committed to extend the Right to Buy
to housing association tenants.
While the Government has taken action to reinvigorate the RTB in
England, the Scottish and Welsh Governments have moved to end it –

2
3

A national maximum discount of £50,000 had applied prior to this change.
SI 2014/1378 increases the maximum discount annually in line with the Consumer
Price Index
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more information can be found in Library Briefing 07174, Comparing
the Right to Buy in England, Scotland, Wales and Northern Ireland.

1.2 Data on RTB sales
Right to Buy has had a substantial impact on the mix of tenures in
England. At the time of its introduction in 1980 owner occupation was
at 57%; it subsequently rose to a high of 70% in 2002. The rise in
owner occupation has largely been at the expense of social rented
housing, which fell from 31% of the housing stock to 17% between
1980 and 2016.
DWELLING STOCK BY TENURE, ENGLAND 1980-2017
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Source: DCLG, Live Table 104

One of the major criticisms of the Right to Buy is that the dwellings sold
have not been replaced. See section 1.3, Replacing the stock, for more
on this.
RTB SALES AND BUILDING IN THE SOCIAL SECTOR, ENGLAND
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Source: DCLG, Live Table 209 and Live Table 671

Overall, the RTB resulted in the sale of 1.9 million council properties
between 1980 and 2011, with large sales across all English regions. The
highest number of sales took place in London, 293,000, and the lowest
number in the South West, 149,000. 4

4

Statistics at a regional level were not recorded after 2010-11
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RTB SALES BY REGION, 1980-2011
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The introduction of regional discount caps in 1998 saw a significant
decrease in discounts as a percentage of market value. The average
discount for local authority sales reached a low of 24% in 2007-08.
After the 2010 Government’s removal of the regional caps and the
increase in the maximum discount, the average discount rose to 43% in
2016-17.
AVERAGE MARKET VALUE OF RTB PROPERTIES SOLD
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Source: DCLG, Live Table 682

Although the decrease in percentage discount saw local authorities
retain a larger proportion of capital receipts, declining Right to Buy sales
from 2004 saw much smaller overall capital receipts. These began to

300,000
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increase following the 2010 Government’s reforms, albeit with local
authorities retaining a smaller proportion:
RTB CAPITAL RECEIPTS FROM SALE OF LOCAL
AUTHORITY PROPERTIES
£ million
200,000

Total capital receipts (£
million)

150,000
100,000
50,000
0
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2008/09

2013/14

Source: DCLG, Live Table 682

For consideration of the wider impact of the existing RTB see: The
Impact of the Existing Right to Buy and the Implications for the
Proposed Extension of Right to Buy to Housing Associations. 5

1.3 Replacing the sold stock
The single most contentious aspect of the RTB has been the failure to
replace the sold stock. By the end of June 1996 around 1.6 million
council homes had been sold in the UK generating, at that point, some
£28 billion in capital receipts. 6 The RTB has raised more than any other
Government privatisation initiative. 7
There was no commitment to replace the sold homes when the
statutory RTB was introduced in 1980. Restrictions were placed on the
use of capital receipts raised from sales from the scheme’s inception.
Prior to April 1990, the Government’s intention was to limit authorities
to using only 20% of receipts raised from sales. However, the ability of
authorities to cascade receipts from year to year, together with the
application of restrictions to only to prescribed expenditure, meant that
local authority expenditure and debt exceeded the Government’s
intended levels; in response, more stringent controls were introduced in
April 1990.
After 1 April 1990, under section 59 of the Local Government and
Housing Act 1989, local authorities were required to set-aside 75% of
receipts raised from the sale of council houses. 8 These receipts could
only be used, unless an authority became debt-free, to redeem debts or
pay off credit agreements. 9 The remaining 25% of 'useable receipts'
could be used at any time to finance capital expenditure on any aspect

5

6
7

8
9

Centre for Regional Economic and Social Research at Sheffield Hallam University,
Headline Findings from Evidence Review, 2015
Sums received by local authorities when they sell property, such as land and buildings.
Chartered Institute of Housing (CIH), Boosting Housing Investment Through Capital
Receipts, June 1996, para 204
Aside from occasions on which the rules were relaxed.
Section 64 of the 1989 Act.

There was no
commitment to
replace the sold
homes when the
RTB was introduced
in 1980.
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of local authority services. Useable receipts could also be set aside as
provision for credit liabilities.
By the late 1980s local authority housing investment was running at
£4-5 billion per annum; it had reached its peak of £12 billion in 1974/75
(at 1994/95 prices). Local authorities and housing commentators
actively campaigned for the lifting of restrictions on the re-use of capital
receipts as a means of making up this ‘shortfall’ in housing investment.
In response, the Conservative Governments of 1979-97 argued that if
councils could spend all their receipts they would have to borrow again,
ultimately resulting in increased public expenditure.
The April 1997 Labour Party Manifesto included a commitment to allow
the phased release of housing capital receipts for reinvestment in new
build and renovation. On 14 May 1997, the Queen's Speech included
the following commitment:
Measures will be introduced to enable capital receipts from the
sale of council houses to be invested in housebuilding and
renovation as part of my Government's determination to deal
with homelessness and unemployment.

The Local Government Finance (Supplementary Credit Approvals) Act
1997 allowed set-aside capital receipts to be taken into account when
issuing Supplementary Credit Approvals to local authorities; this had
previously been prohibited. 10 The Explanatory Memorandum to the Bill
said the measure would “allow the controlled release of reserved
receipts from the sale of council houses.”
Subsequently, the capital receipts pooling mechanism was introduced
by the Local Government Act 2003 (and associated regulations) with
effect from April 2004. Under this mechanism councils were required
to pool 75% of the receipts raised from the sale of council
houses. Housing authorities could use the remaining 25% of capital
receipts for any capital purpose, including investment in new social
housing. The pooled capital receipts were redistributed back to local
authorities by Government to enhance capital spend according to need
– there was no requirement that these receipts be spent on housing
capital expenditure:
RTB sales reduce public sector net borrowing and since receipts
are cash and therefore interchangeable with all other capital
receipts, they are not hypothecated to any particular spending at
any particular time. 11

On 30 June 2009 the then Housing Minister, John Healey, announced:
…from today we will exclude all new-build council housing from
the HRA subsidy system which means that councils will retain in
full the rent and capital receipts from these homes. 12

10

11
12

A credit approval permits an authority to pay for capital expenditure using credit,
rather than cash. Credit compromises borrowing and credit arrangements, e.g.
leasing. Basic Credit Approvals can be used in relation to any kind of capital
expenditure whereas a Supplementary Credit Approval can only be used for capital
expenditure of the kind specified in the approval.
HC Deb 21 February 2008 c906-7W
HC Deb 30 June 2009 WS14
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The Localism Act 2011 provided for the abolition of the Housing
Revenue deficit subsidy system with effect from April 2012. At this
point local housing authorities in England moved to a self-financing
regime following a one-off redistribution of ‘debt’ between local
authorities. The self-financing settlement included an assumed annual
receipt from RTB sales. Some authorities (136) took on more debt while
others had their debt levels reduced or they became/remained debt
free. 13 Under this system capital receipts raised from the sale of council
homes is split between the Government and the local authority. 14 The
split was initially set at 75/25% but is now 70/30%.
When the Coalition Government made changes to the maximum RTB
discounts to ‘reinvigorate’ the RTB, a different approach to the
treatment of receipts raised over and above those already assumed in
the self-financing settlement was adopted. This approach is explained in
the following section.

One-for-one replacement mechanism: the
‘invigorated’ RTB from 2012/13
Alongside the commitment to ‘reinvigorate’ the RTB by increasing the
discount levels, the Government also committed to one-for-one
replacement of the sold properties. It was recognised that RTB receipts
would need to be supplemented by borrowing, provider contributions in
the form of land, or other funding to achieve one-for-one replacement.
Following a consultation exercise on the proposed process for the
replacement mechanism 15 the Government published guidance for local
authorities:
,

Local authorities will be able to retain the receipts for replacement
housing – provided they can sign up to an agreement with
Government that they will limit the use of the net Right to Buy
receipts to 30% of the cost of the replacement homes. The way
this will work is explained in a bit more detail below.
After discussion with local government, the Government has
decided that receipts from Right to Buy sales will in future be
applied as follows:

13

14

15

•

the council may deduct certain costs, namely: an amount to
cover the housing debt supportable from the income on
the additional Right to Buy sales; transaction and
administration costs; and an amount which reflects the
income the council might reasonably have expected from
Right to Buy sales prior to the new scheme;

•

the council must also pay the Government an amount
which reflects the income which the Treasury expected
from Right to Buy sales prior to the new scheme;

The debt settlement was intended to allow each council, from rental income, to
manage and maintain its stock in a good state of repair for 30 years, or replace it
where necessary, with enough left over to meet debt interest and repay the debt
over the same period.
Labour’s model for self-financing had proposed that councils would retain 100% of
their capital receipts and interest derived from investing the receipts.
DCLG, Reinvigorating the Right to Buy and one for one replacement, December
2011

One-for-one
replacement of the
sold properties has
been in place since
2012. One-for-one
is not like-for-like.
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•

once these costs are deducted, the remaining receipts (the
‘net receipts’) are available to fund (and must be applied to)
replacement affordable rented homes.

The Government expects that, if it were to retain the net receipts
from Right to Buy sales, it would be able to provide – at a national
level - one-for-one replacement affordable rented homes, while
restricting the contribution made from the net Right to Buy
receipts to 30% of the cost of the replacement homes. Where a
local authority is satisfied that it can match this rate (in other
words, apply the remaining receipt to new affordable rented
housing, while restricting the contribution made from the net
Right to Buy receipts to 30% of the cost of the replacement
homes), the Government will be prepared to enter into an
Agreement that the authority may retain the remaining receipts.
We will publish further details of the way in which this will
operate shortly. Where authorities do not wish to enter into such
an Agreement, the remaining receipt will be returned to the
Department for Communities and Local Government, and redistributed for new affordable rented housing by the Homes and
Communities Agency (or, in London, the Greater London
Authority). 16

Replacement of the sold properties is at a national level and the new
properties built are let at affordable rents of up to 80% of market rents,
as opposed to social rent levels of around 50% of market rents.
When the Government announced its preferred delivery model for
replacing sold properties, commentators expressed doubts as to
whether the model would deliver one-for-one replacement. Their
concerns focused on:
•
•

•
•

Whether sales would generate sufficient capital receipts to replace
the sold homes, particularly in low value areas.
Whether the borrowing caps placed on local authorities (as part of
the April 2012 self-financing settlement) would impede their
ability to find the additional funding needed to supplement the
capital receipts raised.
Whether one-for-one meant like-for-like, i.e. could a 3-bed home
be replaced with a one bed flat?
There were tensions between those seeking a localist solution to
replacing sold properties and those who argued for national
pooling of receipts.

How does the Government measure progress?
In short, the Government looks at the number of additional sales it has
replaced within three years. The number of ‘additional’ sales is
determined by subtracting the estimated number of sales that would
have happened without the RTB enhancement from the number sold. A
more detailed explanation of the methodology is as follows:
•

16

The Government has committed to replacing ‘additional’
dwellings sold under the enhanced RTB (rather than all RTB sales).

DCLG, Reinvigorating the Right to Buy and one for one replacement: information for
local authorities, March 2012
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•

An estimate of expected sales without the enhanced RTB was
made in early 2012, for financial years 2012/13 onwards. This was
part of the Housing revenue account self-financing determinations
(calculations supporting a new financial framework for local
authorities being implemented at the time). 17

•

Since the above estimate was made, some local authorities have
transferred their stock to housing associations. Local authorities
without housing stock are identified using other DCLG data 18 and
removed from the estimates for each year.

•

The estimated sales for each year can be divided by four to
produce a quarterly estimate. Quarterly estimates are subtracted
from actual quarterly sales to determine the number of
‘additional’ sales.

•

The additional sales within a quarter need to be replaced within
three years for the Government to meet its commitment.
Replacements are any affordable property started or acquired by
the local authority, the Homes England (previously the Homes and
Communities Agency) or the Greater London Authority (GLA).

Replacements are failing to keep track
RTB sales have increased since the Government’s new measures (rising
from 2,638 in 2011/12 to 11,833 in 2017/18). In its March 2018
statistical release, the Government stated for the first time that housing
starts are “falling short” of the commitment to replace additional sales
within three years. 19 The latest release, in September 2018, confirmed
that this is still the case:
Between Q1 2012-13 and Q1 2018-19 there were 18,958
additional affordable properties started or acquired, falling short
of the 3 year replacement commitment. This is measured against
the replacement target of 21,265 (i.e. the number of additional
sales between Q1 2012-13 and Q1 2015-16). 20

Prior to the March 2018 release, the Government’s position was that
additional properties sold were on track to be replaced. 21
The September release reports 21,265 additional sales in the
13 quarters from Q1 2012/13 to Q1 2015/16. Sales from after Q1
2015/16 are not included in the target because their three-year
replacement period is ongoing. MHCLG reports 18,958 replacements in
the 21 quarters from Q1 2012/13 to Q1 2018/19. On this basis, it
reports that it is falling short of the target for one-for-one
replacements. 22

17

18

19
20
21

22

The projections are available in the ‘self-financing model’, a spreadsheet made
available as part of the Housing revenue account self-financing determinations
(DCLG, 2012). The projections are in the tab labelled ‘main workings’, from row 35
onwards.
MHCLG’s Live Table 691 identifies local authorities which do not hold any social
housing stock.
MHCLG, Right to Buy Sales in England: October to December 2017, p8
MHCLG, Right to Buy Sales in England: April to June 2018, p9
See MHCLG, Right to Buy Sales in England releases published 24 March 2016
through to 13 December 2017.
MHCLG, Right to Buy Sales in England: April to June 2018, p9

The Government
first missed its
target for one-toone replacements
of sold properties at
the end of
December 2017.
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This trend seems likely to continue if we consider the number of
replacements needed in future:
•

Another 2,280 replacements are needed to meet the shortfall
reported to date.

•

As well as this, a further 25,361 sales have been made from Q2
2015/16 onwards which have not yet been replaced.

•

All these sales would need to be replaced by the end of Q1
2021/22 to meet the Government’s commitment. This would
require at least 2,303 replacements per quarter – more in practice,
as there will be additional sales in future.

•

There were 1,289 replacements per quarter in 2017/18, on
average. 23

The chart below shows progress on replacing sales to date. To replace
sales for 2015/16 on time, there will need to be 8,785 replacements
made by the end of 2018/19. The table overleaf shows MHCLG’s figures
in full.

23

Ibid., Table 1 and Table 4a
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Source: MHCLG, Right to Buy Sales in England: April to June 2018
RIGHT TO BUY SALES AND REPLACEMENTS
England, 2012/13 to 2018/19 Q1
RTB sales
Estimated
(without RTB

Starts and

Actual

enhancement)

Additional

acquisitions

2012/13 Q1
Q2
Q3
Q4

442
1,041
2,011
2,450

722
722
722
722

-280
319
1,289
1,728

24
136
80
341

2013/14 Q1
Q2
Q3
Q4

2,181
2,846
2,853
3,381

845
845
845
845

1,336
2,001
2,008
2,536

122
303
505
821

2014/15 Q1
Q2
Q3
Q4

2,849
2,847
3,288
3,321

948
948
948
948

1,901
1,899
2,340
2,373

801
723
625
1,311

2015/16 Q1
Q2
Q3
Q4

2,779
2,941
3,250
3,276

987
987
987
987

1,792
1,954
2,263
2,289

353
630
428
994

2016/17 Q1
Q2
Q3
Q4

3,389
3,255
3,470
3,313

981
981
981
981

2,408
2,274
2,489
2,332

714
1,417
1,087
1,552

2017/18 Q1
Q2
Q3
Q4

2,814
2,883
3,069
3,067

991
991
991
991

1,823
1,892
2,078
2,076

972
978
1,477
1,727

2018/19 Q1

2,452

970

1,482

837

Source: MHCLG, Right to Buy Sales in England: April to June 2018
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Commentary on the RTB replacement policy
A joint report prepared by the Chartered Institute of Housing (CIH),
Local Government Association (LGA) and the National Federation of
ALMOs (2015) considered the reasons for the shortfall in replacement
homes:
Since April 2012 the government has increased the discounts
available for council tenants who buy their home using RTB. DCLG
statistics show that there has been a rise in purchases from 2,638
in 2011/12 to 5,944 in 2012/13 and 11,261 in 2013/14, in a
recovering housing market. The government has committed inprinciple to using the receipts from these sales to replace the
homes that have been sold on a ‘one-for-one’ basis. However in
practice this commitment has not been able to deliver to its
intended potential as:
•

much of the revenue from sales goes to the Treasury and to
debt repayments, with only a proportion being retained
locally for reinvestment

•

it does not include homes which local authorities had
already projected that they would sell before the increased
discounts were announced, or housing association
properties sold under the preserved RTB

•

it is a national target which does not aim to ensure all
homes sold are replaced in the same area for replacement.

Government statistics also show the number of replacement
homes which councils have been able to build or acquire using
RTB receipts. So far this has fallen short of the total number sold
and of the number covered by the current one-for-one
commitment, at 473 in 2012/13, 961 in 2013/14 and 1,278
during the first three quarters of 2014/15. 24

On 29 September 2015 Inside Housing reported that Haringey Council
(London) would return all capital receipts raised from RTB sales to the
Government as the council was unable to raise the additional funding
necessary to replace the homes sold. 25
NAO and Public Accounts Committee 2016
A memorandum prepared by the National Audit Office (NAO) for the
Public Accounts Committee, Extending the Right to Buy (March 2016)
highlighted the need for a substantial increase in starts and acquisitions
in order to avoid missing the replacement target.
The Public Accounts Committee held an oral evidence session on
9 March 2016 during which Melanie Dawes, Permanent Secretary at
DCLG (now MHCLG), was questioned on the need to accelerate
completions to meet the commitment for one-for-one replacement:
Chair: Right; you are on track. But looking at the projections,
paragraph 2.12 lays this out so I will not repeat it all, but the last
sentence says, “This would be a five-fold increase on the 423
starts and acquisitions recorded in the second quarter of 2015-16,
the most recent quarter for which figures are available.” That is
24

25

CIH, LGA & National Federation of ALMOs, Keeping Pace – replacing Right to Buy
sales, 2015, p2
“Council to return all right to buy receipts to Government,” Inside Housing, 29
September 2015
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quite a big increase in the number of starts required. Are you
confident that that is possible?
Melanie Dawes: Well, we have been working with local
authorities for several years now. Most of the stock-holding
authorities—all but two, in fact—have agreements with us to
replace their Right to Buy homes and to build replacement homes.
Some of them are doing that through housing associations and
some have actually given the money back to the Homes and
Communities Agency or the GLA in London to do the
replacements in another way, which is fine.
Of course, you are right that we do need to see an acceleration of
the profile. We would expect that. This started off slowly and it is
building up. It is something that we do take very seriously,
though. I myself commissioned an analysis of this from the
Implementation Unit last summer so that we can remain on top of
it, and I said earlier that in some areas the costs are quite high and
the replacement is more difficult, and that is something that we
are very alive to and do take very seriously. 26

Haringey Council’s position was also raised during the oral evidence
session on 9 March 2016:
Chair: I am sorry, I am paraphrasing you, but you said something
about it all being fine when money goes back to the Department.
If you are Haringey Council that has put £15 million back because,
in that window of three years, you could not recycle the money
locally, that may be fine for the Department and—dare I say it—
for somebody in Sleaford who might get a home built because
the Department recycles the money through the Homes and
Communities Agency to another constituency, but it is not fine for
people in Haringey who are on the waiting list for a home. They
cannot afford to rent in the private sector, they cannot afford to
buy and there is a net loss of housing as a result of the right to
buy.
I am not talking about the policy, whatever our views on the
policy might be. This just doesn’t seem to be value for money for
taxpayers in that area, because there will be an increase in costs
for the local authority, which will probably have to rehouse
somewhere in the private sector that family who might have got a
home, at cost to housing benefit. The circular story doesn’t work
for the taxpayer.
Melanie Dawes: Well, for a local authority to have decided
already, within the three-year time period, that they want to give
the money back to central Government—or, in the case of
Haringey, to the GLA—rather than to replace it themselves, is in
line with the policy. That is what I meant. That is the policy that
the Government set out. In some places, the Homes and
Communities Agency is replacing homes directly, which is proving
to be an effective route in some cases. 27

The report of the Committee’s inquiry was published in April 2016. 28
The report made specific recommendations regarding data on
replacement homes:

26
27
28

Oral Evidence Session, Public Accounts Committee, Q111, 9 March 2016
Oral Evidence Session, Public Accounts Committee, Q112, 9 March 2016
Committee of Public Accounts, Extending the Right to Buy to housing association
tenants, HC 880 2015-16, April 2016
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The commitment to replace homes sold under this policy on at
least a one-for-one basis will not ensure that these will be like-forlike replacements as regards size, location or tenure. Experience of
the reinvigorated Right to Buy for council tenants, introduced in
2012, shows that meeting such one-for-one replacement targets
can be difficult: achieving that target will require a five-fold
acceleration in housing starts and acquisitions from current levels.
Moreover, replacement homes can be in different areas, be a
different size, and cost more to rent. Neither do they need to be
new homes: under the Department’s rules, local authorities are
allowed to buy existing homes from the market, which can
include former council housing they have previously sold at a
discount under the Right to Buy. Where new homes are built in
different areas, or are let at higher rents or sold as Starter Homes,
the Department’s policy of extending the Right to Buy could mean
a long-term reduction in homes for social rent in some areas.
Recommendation: The Department should publish data on
where replacement homes are built, what size and type of tenure
they are, and when they are completed (not merely started) for:
•

housing association homes sold under the extended Right
to Buy;

•

higher-value council homes sold to finance the extended
Right to Buy; and

•

homes sold under the reinvigorated Right to Buy. 29

The Government’s response was published in July 2016. There was
agreement on publishing data on the replacement of homes sold under
the voluntary RTB “after the first sales have taken place.” 30
Comment during the passage of the Housing and Planning Act
2016
During the Committee Stage of the Housing and Planning Bill in the
House of Lords, Lord Kerslake referred to the NAO’s memorandum
when expressing doubts about the achievement of one-for-one
replacement of properties sold under the existing and extended RTB:
Having read the analysis, my personal view is that the barriers in
the current model will prevent the delivery of one for one even
under the current reinvigorated right-to-buy policy, and most
certainly in relation to the extension of right to buy to housing
associations. I shall explain why. Under the current policy, local
authorities do not get the full value, or the full cost, of the onefor-one replacement; in fact, they get a third of the value of the
property sold, and borrow the balance to make up the difference.
In some local authorities that is possible; others either hit the cap
of their right-to-buy borrowing or have other investment plans for
using that funding to fund the maintenance of existing stock.
Many local authorities have told me that they already have
practical difficulties in delivering one for one. Indeed, a number
have handed the money back to government after the three-year
period. So unless we can be confident about the financial
mechanism that genuinely gives local authorities the wherewithal
to replace the property, we are setting this policy up to fail. This is
a crucial point for me. 31
29
30
31

Ibid.
Cm 9323, July 2016, p13
HL Deb 10 March 2016 c1413
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Local Government Association (LGA) analysis
The LGA has said that one-for-one replacement will not be possible
unless authorities can keep 100% of the receipts raised. 32 The LGA’s
submission on the Autumn 2017 Budget included the following request:
Councils should also be allowed to use 100 per cent of the
receipts from Right to Buy sales to invest in new homes. 33

A 2018 analysis of the RTB by the LGA found:
•

In 2011/12, the average discount for a council tenant
purchasing under RTB was £26,690 – around 25 per cent
of average property value – rising to £61,810 – 43 per cent
of property value – in 2016/17.

•

Over the same period, councils have reported a 409 per
cent rise in RTB sales, from 2,638 in 2011/12 to 13,416 in
2016/17. This has amounted to a total of nearly 58,000
council homes sold under RTB in six years. 34

The LGA’s position is that the RTB has become “unsustainable” and has
called for councils to be given powers to set discounts locally and
replace every home sold:
Councils support people’s aspiration to own their own home and
Right to Buy is one way of doing this.
However, selling council homes at a discount of nearly half price
had led to a social housing fire sale that threatens the future of
the scheme. The rate of homes sold under RTB combined with the
restrictions on councils is making replacing homes sold virtually
impossible.
This loss of social rented housing risks pushing more families into
the private rented sector, driving up housing benefit spending and
rents and exacerbating our homelessness crisis. This is particularly
concerning as many of the homes sold through the scheme ended
up being rented out privately at more expensive rates.
For RTB to work, councils must be able to replace every home
sold. Councils must be allowed to set RTB discounts locally, retain
RTB sale receipts in full to replace sold homes, and be given the
freedom to borrow to build new affordable homes and play a lead
role in tackling the country’s housing shortage. 35

An analysis of the RTB carried out by Savills for the LGA reportedly
found that:

32

33
34
35

•

Two thirds of councils will have no chance of replacing
homes sold off under Right to Buy on a one-for-one basis
in five years’ time unless a significant restructuring of the
scheme takes place.

•

Around 12,224 homes were sold under RTB last year. Faced
with ongoing borrowing restrictions and based on the
levels of sales remaining consistent, the analysis estimates

Inside Housing, “Barwell under pressure over £800 million right to buy receipts kept
by Treasury,” 2 March 2017
LGA Budget Submission Autumn 2017
LGA, £3.5 billion right-to-Buy discounts threatens scheme, 2 February 2018
Ibid.

The LGA says that
the RTB has
become
unsustainable.
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that in 2023 councils would only be able to replace
approximately 2,000 of these homes.
•

Less than a third of councils would be able to sustain any
kind of one-for-one replacement of homes sold under the
scheme in five years’ time. 36

Chartered Institute of Housing (CIH)
On publication of the June 2018 statistical release Terrie Alafat, chief
executive at the CIH, called for the suspension of the RTB:
Since right to buy discounts were increased in April 2012 66,647
homes have been sold, while 17,911 have been started or
acquired to replace them
Chartered Institute of Housing chief executive Terrie Alafat CBE
said: “It cannot be right that not only are we not building enough
homes for social rent, we are losing them at a time when we need
them more than ever. Our analysis shows that we have lost more
than 150,000 social rented homes between 2012 and 2017 due
to right to buy and other factors, and that figure will reach
230,000 by 2020 unless we take action now.
“We support the principle of helping tenants move into home
ownership but it cannot be at the expense of other people in
need. We need to look at fairer ways to help tenants into home
ownership, because this is clearly not the way to do it.”
“We are calling on the government to suspend the right to buy to
stem the loss of social rented homes, remove the barriers stopping
councils from replacing homes sold under the scheme and look at
more effective ways to help people access home ownership.” 37

Suspending the RTB also forms one of the recommendations of the
CIH’s report, Rethinking Social Housing (June 2018). The CIH issued a
further call to suspend the RTB on publication of the September 2018
RTB statistics. 38

The Government response to missing the one-forone replacement target
On publication of the March 2018 statistical bulletin the then Housing
Minister, Dominic Raab, issued a Written Statement commenting on the
failure to meet the three-year replacement target:
Our record on the provision of affordable housing is a strong one
with over 357,000 affordable homes delivered since 2010. This
included 257,000 homes for rent. Whilst 69,000 local authority
homes have been sold since 2010, there have been 127,000 new
homes provided for social rent during the same period.
The Government is committed to a step change in council house
building. However, statistics released today show that while the
number of homes available for social rent has increased, some
local authorities have not been building enough Right to Buy
replacements to match the pace of their sales. It is clear that local
authorities need to increase their rate of delivery of new homes. 39

36
37
38
39

LGA Press Release, 11 June 2018
CIH Press Release, 28 June 2018
CIH Press Release, 13 September 2018
Social Housing Update: Written Statement – HCWS614, 29 March 2018
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The Statement referred to additional funding announced in the Autumn
Budget 2017 and went on to raise the possibility of additional flexibility
on authorities’ use of capital receipts:
To help councils build more homes, we believe there is a case for
greater flexibility on the use of receipts from Right to Buy sales.
We will consult further with the sector on providing greater
flexibility around how local authorities can use their Right to Buy
receipts, and how to ensure that we continue to support local
authorities to build more council homes. We will consider social
housing issues as part of our work on the forthcoming Green
Paper. 40

August 2018 saw the publication of a consultation paper: Use of
receipts from Right to Buy sales, submissions were accepted up to
9 October 2018. The paper set out ideas aimed at changing the rules on
local authorities’ use of money raised from RTB sales “in order to make
it easier for them to build more homes.” 41 Possible changes could
include:
•

•

•

•
•

40
41
42

Allowing authorities to hold receipts they currently retain for
five years instead of three to give them longer to spend the
receipts they already have. Together with other flexibilities the
Government is proposing, this could “help make it easier for both
existing and future receipts to be used. 42
In response to authorities struggling raise the 70% of funding
that cannot be met through RTB receipts, the Government is
suggesting:
a.

an increase in the cap from 30% to 50% for social rent
homes where authorities meet the eligibility criteria of the
Affordable Homes Programme and can demonstrate a clear
need for social rented homes over affordable rent; and

b.

allowing authorities to top-up insufficient RTB receipts with
funding from the Affordable Homes Programme up to 30%
of build costs for affordable rent, or up to 50% of build
costs for social rent where a need is demonstrated, with
bids for top-up to be submitted to the Affordable Homes
Programme.

Consideration of restrictions on authorities’ ability to use receipts
for acquisitions as opposed to new build:
a.

By introducing a price cap per dwelling on average build
costs at Homes England and GLA operating area level.

b.

Allowing acquisition in certain areas only, e.g. where
average build costs are more than acquisition costs.

Consideration of flexibility to use receipts for shared ownership
development as well as affordable and social rent to assist with
viability in certain areas.
Relaxation of the restrictions on the use of certain General Fund
land to allow gifting to the Housing Revenue Account at zero cost
to make it easier to use this land for housing delivery.
Ibid.
MHCLG, Use of receipts from Right to Buy sales, August 2018, para 1
Ibid., para 12

For councils seeking
to raise the
additional 70% of
funding required,
the Government’s
decision to remove
the Housing
Revenue Account
borrowing cap will
be significant.
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•

•

Allowing the transfer of RTB receipts to an arm’s length
management organisation (ALMO) or local authority housing
company where appropriate. Residents would have to be offered
an opportunity to become home owners.
A temporary suspension of the requirement to pay interest on
returned receipts for a “short window of time”.

Comments on the above proposals were invited together with any other
suggestions.
In addition to these flexibilities, the consultation paper also revisited the
replacement commitment:
The national target has now been missed for the last two
quarters. This trend is set to continue. However, the measurement
of the number of homes sold or acquired and the replacements
built which count towards the commitment does not currently
include:
•

Homes sold by councils within the baseline forecast for
Right to Buy sales from 2012

•

Homes sold under the preserved Right to Buy

•

Council homes sold other than through the Right to Buy

•

Homes built by local authorities with grant and other
funding

•

Affordable homes built by housing associations

The current target focuses on the effects of one policy and does
not take into account Government’s other efforts to increase the
net supply of social and affordable housing. The Government has
a strong record of supporting the building of new social housing,
which includes the £9 billion Affordable Homes Programme. As
such, since 2012, the number of homes provided for social and
affordable rent is 159,000, compared to local authority Right to
Buy sales of 66,000. Taking into account the total net change in
social and affordable rented housing stock, including the
Preserved Right to Buy, other sales and losses due to demolitions,
there has been a net increase of 49,000 social and affordable
rented homes since 2012. Therefore, the Government is
consulting on whether it would be preferable to measure the
overall effects of Government policy on social housing stock,
instead of narrowly measuring it against the Right to Buy target.
One option would be for the Government to drop the current
target and to focus on a broader measurement that takes into
account all the social and affordable housing that has been sold
or lost against the total number of additional social and affordable
housing so that it is clear whether there has been an increase
rather than loss overall. This would mean that all properties sold
under the Right to Buy would be included rather than just those
above the baseline forecast in 2012, as well as new social housing
bought or built by local authorities and housing associations,
regardless of how this has been funded. 43

Responses to the consultation exercise are currently being analysed.

43

Ibid., paras 34-36
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2. RTB and housing associations
2.1 Current position
Housing association tenants who entered into their tenancy agreements
after 15 January 1989 are assured tenants whose rights are governed by
the Housing Act 1988. As a rule, assured tenants of housing
associations do not have the Right to Buy the home in which they
live. 44
The Housing Act 1988, which introduced the assured tenancy regime
for housing associations, also introduced a mixed-funding regime. A key
aim of the Conservative Government of the day was to attract more
private finance into social housing development. Under the mixedfunding regime associations bid for public funding for new housing
development in the form of grant (from the Homes and Communities
Agency, HCA). The remaining scheme costs are usually met from
private finance in the form of loans secured on an association’s asset
base (i.e. their housing stock) and rental stream. The rationale for
exempting assured tenants from the Right to Buy has been based on the
need for associations to provide security for private lenders. If these
tenants were able to buy their homes, the value of an association’s asset
base would gradually be eroded and their rental stream reduced; it was
recognised that, in turn, this would make lenders cautious about
backing them.
Although they may not have the Right to Buy, some housing association
tenants will have a statutory Right to Acquire. The Housing Act 1996
introduced the Right to Acquire – like the RTB it is a statutory right for
tenants of housing associations to acquire their homes at a discount to
the open market value. The right applies to eligible tenants of
associations who live in eligible properties or new lettings provided with
Social Housing Grant (or transferred to a housing association) after
1 April 1997. The Right to Acquire works in the same way as the RTB,
subject to some important differences, for example:
•
•

Associations may sell the tenant an alternative property (i.e. a
property other than that to which the tenancy relates and which is
the subject of the tenant's claim).
The discount offered to tenants is significantly less generous than
that offered under the Right to Buy (maximum £16,000). The
discount is a flat rate (i.e. it does not vary depending on the
number of qualifying years as a tenant).

2.2 A voluntary Right to Buy (VRTB)
The Conservative Party’s 2015 Manifesto contained the following
commitment:
We will extend the Right to Buy to tenants in Housing
Associations to enable more people to buy a home of their own. It
44

The key exception to this is where the tenant was previously a secure council tenant
at the point at which ownership of the property was transferred to a housing
association – these tenants have a ‘preserved’ Right to Buy.
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is unfair that they should miss out on a right enjoyed by tenants in
local authority homes. We will fund the replacement of properties
sold under the extended Right to Buy by requiring local authorities
to manage their housing assets more efficiently, with the most
expensive properties sold off and replaced as they fall vacant. We
will also create a Brownfield Fund to unlock homes on brownfield
land for additional housing. 45

In the wake of this announcement significant concerns were raised
within the housing association sector about the implications of
extending the RTB to assured tenants. A number questioned the
legitimacy of legislating to allow the sale of assets owned by
charities/not-for-profit companies and the implications this might have
for associations’ status as independent private bodies.

The NHF offer to Government
On 24 September the National Housing Federation (NHF) announced
details of an offer to Government to establish a voluntary RTB. 46 A letter
from David Orr (then CEO of the Federation) sent to housing
associations described the offer in the following terms:
…following intensive negotiations with the government and
discussion with members, we have made a formal offer to the
government that sets out an alternative way for the housing
association sector to deliver the extended Right to Buy.
[…]
These three factors – independence, a new relationship with the
government, and the best deal on compensation and flexibilities –
will help to ensure that you and your board retain the freedom to
make your own future and choices. We believe that this offer is
the very best possible compromise achievable for the sector. 47

The key points of the offer for associations, as set out in David Orr’s
letter, include:

45
46

47

•

You will get the full market value of the properties sold,
including repayment for the discount the tenant receives.

•

You will maintain your independence with control over
which individual homes you sell, establishing an important
principle and reducing the risk of reclassification of housing
associations as public sector, with the implications for your
future as an independent business that this would entail.

•

In most circumstances, you will be expected to sell the
tenant their current home. However, if you have a good
reason not to, you can work with the tenant to find an
alternative home. The final decision about whether to sell
an individual home to a tenant will rest with your board.

•

There are some circumstances, such as in rural areas or
with certain types of homes, where it will be made clear to
the tenant that they shouldn’t expect to be able to buy
their current home, and you will work with them to find

Conservative Party’s 2015 Manifesto, p54
An offer to extend RTB discounts to housing association tenants, NHF, September
2015
“Sector to vote on ‘voluntary’ deal on Right to Buy,” Inside Housing, 24 September
2015
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them somewhere else to buy with their discount should
they choose to do so.
•

There will be a national commitment to replace each home
sold on a one for one basis, but the type and location of
replacement is flexible – you can build a new one for social
or affordable rent or shared ownership, or, in certain
limited circumstances, you can buy one on the open market
or bring an empty home back into use. The replacement
home does not need to be in the same area as the home
you sold. 48

Housing associations were asked to vote on the offer with a deadline of
2 October 2015. David Orr’s letter made it clear that legislation to
introduce a statutory RTB for housing association tenants could only be
avoided if a majority of associations voted in favour of the voluntary
alternative:
The legislative timetable means that the timings for this sign-up
process are very tight. The government has had to set a deadline
of Friday 2 October to ensure that the deal can be agreed before
the Housing Bill is published later in October. If we do not meet
that deadline, then the government will proceed with legislation
as planned to extend the Right to Buy to housing associations. 49

The Secretary of State at that time, Greg Clark, set out his position on
the offer during his speech to the NHF conference on 24 September:
Taken together, this is a proposal which offers the chance of a
new partnership between housing associations and the
government. It’s one that would respect the independence and
the voluntary ethos of the sector. And it provides for both for the
extension of the Right and for other ownership opportunities, and
critically for the expansion of home building.
It is a proposal that if it were put to the government by the whole
sector and agreed it would make it unnecessary to take legal
measures to extend the Right to Buy.
But of course, that is for you collectively to decide. 50

Inside Housing reported the outcome of the vote:
In total, 323 National Housing Federation (NHF) members voted to
back the proposal, with 37 voting against. Eleven housing
associations responded to the poll with an abstention while 213
did not reply at all.
The 37 housing associations which voted no control a combined
111,500 homes. It remains unclear whether, or how, these
organisations will be compelled to sell their homes if the
‘voluntary’ proposal is accepted by government.
The 323 members who voted in favour of the proposal own a
total of 2.26m homes, which the NHF says represents 93% of
total housing association stock. 51

During his speech to the Conservative Party Conference on
7 October 2015 the then Prime Minister announced that agreement had
48
49
50
51

Ibid.
Ibid.
“Greg Clark speech to NHF conference,” Inside Housing, 24 September 2015
“Number that voted no to RTB deal revealed,” Inside Housing, 6 October 2015
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been reached on the NHF’s offer and that the first housing association
tenants would be able to buy their homes in 2016. 52

The Housing and Planning Act 2016
The 2016 Act gained Royal Assent on 12 May 2016. It does not
contain measures to introduce a statutory RTB for housing association
tenants. However, the Act does provide for grants to be paid to housing
associations to compensate them for selling their housing assets at a
discount.
Part 4 of the Act provides a mechanism through which local housing
authorities would have been required to make payments to the
Secretary of State based on the value of ‘higher-value’ social housing
which was expected to become vacant in the year ahead. It was
expected that these payments would be used to make grants to housing
associations in respect of RTB discounts. However, The social housing
Green Paper, A new deal for social housing (August 2018), announced
that the Government would not bring the Higher Value Assets
provisions of the Housing and Planning Act 2016 into effect:
Many councils have told us that without knowing for certain
whether this policy might be implemented in future years, it is
difﬁcult to make long term investment decisions. The Government
remains committed to the principle that councils should use their
housing assets effectively and should consider selling high value
homes and using the funding to build more affordable housing.
However, this should be a decision to be made locally, not
mandated through legislation and we understand that the
uncertainty around the future of this policy could prevent councils
from building. Therefore to increase councils’ conﬁdence to plan
ambitious house building programmes, we are conﬁrming in this
Green Paper that the Government will not bring the Higher Value
Assets provisions of the Housing and Planning Act 2016 into
effect. We will look to repeal the legislation when Parliamentary
time allows. 53

This leaves unanswered the question of how tenants’ discounts under
the voluntary RTB will be funded.
The Act provides that, where the Government make an agreement with
a local authority outside London about building new homes, at least
one new affordable home will be provided for each dwelling that is
assumed to be sold. Inside Greater London agreements of this type
must provide for two affordable properties to replace each one sold. 54
The Act also provides for housing associations’ compliance with the
voluntary RTB to be monitored. The Secretary of State will publish
“home ownership criteria” against which associations will be monitored
by the Regulator of Social Housing.

When will the VRTB be introduced?
No implementation date for the extended RTB has been
announced. Tenants interested in being kept up to date on progress in
52
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DCLG Press Release, Historic agreement will extend RTB to 1.3 million more tenants,
7 October 2015
MHCLG, A new deal for social housing, 14 August 2018, para
Section 74 of the Housing and Planning Act 2016
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developing the voluntary RTB can sign up here (click on the link entitled
‘housing association tenants’ at the top right-hand of the page and
complete a pop-up contact box).
The Autumn Statement 2016 announced that the Government would
fund “a large-scale regional pilot of the Right to Buy for housing
association tenants.” The Autumn Budget 2017 confirmed that the
regional pilot would go ahead in the Midlands in 2018 and would
operate for one year:
The Budget confirms that government will proceed with a £200
million large-scale regional pilot of the Right to Buy for housing
association tenants in the Midlands. 55

The pilot was launched on 16 August 2018 – those interested had to
register online before midnight on 16 September 2018: Register for the
Midlands Voluntary Right to Buy Pilot. Applicants who were successful
in the ballot must apply direct to their landlord to continue with the
process. Landlords are carrying out additional eligibility checks. The
Secretary of State, James Brokenshire, explained the rationale for the
ballot system:
We are using a ballot because we believe this is the fairest way of
managing interest within the funding available to the pilot
project. The alternative would have been to allocate spaces on a
first come, first served basis. This would have disadvantaged
residents with accessibility issues, or those who could not get onto
the internet in the first few days of opening.
The ballot will be open for a period of one month, after which no
further registrations will be accepted. Shortly after the ballot has
closed, the ballot will randomly allocate places on the pilot.
Tenants who are successful in the ballot will not be guaranteed
that they can purchase under the scheme – they will still need to
meet the eligibility criteria and complete the application process in
full.
Housing associations will have discretion over which properties
they sell. Where the home is exempt from the pilot, the housing
association will give the tenant the opportunity to use their Right
to Buy discount to buy another housing association property. This
is known as the portable discount, and is being tested through
the pilot. 56

Guidance for housing associations taking part in the Midlands pilot
scheme was published in May 2018.
The Government has said that the impact of the pilot will be assessed
before deciding on the next steps for this policy. 57

2.3 Comment on the VRTB
Comment is grouped under several broad headings below. The
overwhelming concern amongst social housing providers is that the
measure will result in further depletion of the social housing stock due

55
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HC 587, November 2017, para 5.32
MHCLG Press Release, 16 August 2018
Ibid.
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to uncertainties around whether plans for one-to-one replacement will
bear fruit:
Given this uncertainty, and the coalition’s less-than-impressive
record in delivering replacement social housing under the existing
Right to Buy, there is a risk that these policies will lead to a further
depletion of the social housing stock – something the proposal
explicitly seeks to avoid. 58

The Communities and Local Government Select Committee
commissioned Sheffield Hallam University to consider The Impact of the
Existing Right to Buy and the Implications for the Proposed Extension of
Right to Buy to Housing Associations. The headline findings were
published in October 2015. 59

Number of eligible tenants
The NHF estimated that an additional 850,000 tenants could become
eligible under an extended RTB. This number takes account of housing
association tenants who already have a ‘preserved’ RTB and those
tenants who have not held a tenancy for the requisite three-year
qualifying period. Of the 850,000 it is estimated that 221,000 tenants
will be eligible and able to afford to buy their homes:
Based on the average length of occupancy (between nine to 12
years depending on the region), the household income required
to afford a 95% mortgage after the discount varies between
£14,000 and £31,000 (source: DCLG using average local authority
Right to Buy sale price).
Even with this discount, not every household could afford such a
mortgage – the proportion of tenants varies by region from 15%
to 35%. This means that across the country there are 221,000
households that are eligible for the new proposal and able to
afford the mortgage. 60

The Chartered Institute of Housing commissioned John Perry, Steve
Wilcox and Peter Williams, together with four housing trusts 61 to carry
out an interim analysis of the sale of high value council stock to finance
the extended RTB. 62 The resulting paper included an analysis of likely
sales under the extended scheme:
Right to buy (RTB2) sales and replacements

58
59

60
61
62

•

HA tenants entitled to RTB2 will number about 1,450,000.
About 1,070,000 will initially be eligible by length of
tenancy with a further 125,000 or so becoming eligible
annually.

•

We estimate that 10% of those eligible will buy over the
first five years. Taking those currently eligible plus those
becoming eligible each year, this would suggest some
145,000 sales over that period, with most sales occurring in
years 2 and 3.

IFS Briefing Note BN171, Extending Right to Buy – risks and uncertainties, 2015
Centre for Regional Economic and Social Research at Sheffield Hallam University,
Headline Findings from Evidence Review, 2015
NHF, Joe Sarling, “Right to Buy extension estimated to cost £12bn”, 14 April 2015
Affinity Sutton, Guinness, Peabody and Southern.
Note that the requirement to sell higher value vacant housing stock is no longer
being implemented.
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•

The average value of dwellings under the current right to
buy (RTB1) in 2013/14 was just under £126,000, with
average discounts close to 50%. Making a modest
allowance for house price increases and assuming an
average 50% discount, 145,000 sales would have a value
of some £20 billion, split evenly between achieved receipts
of £10 billion and discounts of £10 billion, i.e. £2 billion per
annum. 63

Research commissioned by the Communities and Local Government
Select Committee into the impact of the existing RTB, and the potential
impact of an extended RTB, concluded that “It is very difficult to predict
the proportion of housing association households who will exercise the
RTB” but went on:
This analysis suggests that between nine per cent and 20 per cent
of households might be able to afford the RTB, creating a range
of between 76,500 to 170,000 existing housing association
households who might be able to exercise the RTB from their own
resources. 64

The level of discount
The NHF briefing paper setting out the key principles of the agreement
(April 2016) said:
The VRTB offer was clear that every housing association tenant
would have the right to purchase a home at Right to Buy level
discounts, subject to the overall availability of funding for the
scheme. 65

Exemptions from the voluntary RTB
Although there will be a presumption that tenants can buy the home in
which they live, the voluntary deal envisages that housing associations
will have discretion to refuse to sell certain properties. The protection of
properties in rural areas was a frequently raised concern when the
extension of the RTB was first mooted. The NHF offer included examples
of circumstances in which this discretion might be exercised:
•
•
•
•

•
•
•
•
•

63
64

65
66

properties in certain rural areas;
supported housing designed for people with specific needs;
specialist properties of historic interest (almshouses);
properties provided through charitable or public-benefit
resources or bequeathed for charitable or public-benefit
purposes;
tied accommodation;
where the landlord is a co-operative;
where the landlord does not have sufficient interest to grant a
lease of over 21 years;
properties held in a Community Land Trust; and
where there are clear restrictive covenants in existing resident
contracts around the protection of rural homes. 66
CIH, Selling off the stock, October 2015
Centre for Regional Economic and Social Research at Sheffield Hallam University,
Headline Findings from Evidence Review, 2015
NHF, VTRB - Key principles of the agreement, April 2016
An offer to extend RTB discounts to housing association tenants, NHF, September
2015
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During consideration of the Housing and Planning Bill in Public Bill
Committee the then Minister, Brandon Lewis, confirmed that
almshouses would be exempt from the extended RTB because they are
exempt from the statutory RTB, but rejected attempts to amend the Bill
to introduce other exemptions:
Turning to other exemptions sought in the amendments, we
recognise the vital role that housing associations play in providing
housing for vulnerable people in society and in areas where
housing is scarce, such as rural communities. Equally, we should
not rule out the possibility of home ownership for people who live
in those properties, with an absolute exemption if individual
circumstances allow. That has been made clear in the deal itself.
We have negotiated with the sector, and housing associations
have discretion about whether to sell those types of properties. I
think that that is a reasonable and proportionate response to
concerns about the loss of such properties, and it ensures that it is
housing associations themselves that make decisions about what
is better for their organisation and, most importantly, for the
communities and tenants they work with and support. 67

The NHF briefing on the policy development process (April 2016)
confirmed that decisions over whether or not a tenant will be able to
buy the property in which they live will rest with the board of each
housing association landlord:
The deal states that there is a presumption that housing
associations would sell the tenant the property in which they live.
However, boards retain discretion over which properties to sell to
tenants and which not to. The deal listed categories of housing
where the tenant might reasonably expect the association to
decline the sale, but these are examples, they are not the only
grounds on which an association may refuse a sale. Nor are they
proscriptive – an association may choose to sell a property too.
Boards need to decide their policy for operating their discretion,
and in due course, publish their policy.
Where associations do operate their discretion not to sell, they will
be expected to offer their tenants an alternative property to buy
through the concept of a portable discount. They will also need to
decide their portable discount policy alongside their policy on
discretion not to sell. 68

David Orr, then chief executive of the NHF, described the ability of
housing association tenants to buy their homes under this voluntary
scheme as a “right to have a discount” rather than the equivalent of
local authority tenants’ RTB the home in which they live:
David Orr: Our members have discretion about whether or not
they will sell. That is not marginal; it is absolutely central. What
we have crafted is something that is not the same as the local
authority Right to Buy process. 69

Portable discounts
Where a housing association decides to refuse the RTB to a tenant, the
expectation is that associations will offer those tenants the opportunity
67
68
69

PBC Deb 1 December 2015 (morning) c376
NHF, Voluntary right to buy: policy development process, 5 April 2016
09 Mar 2016 - Right to Buy - oral evidence, Public Accounts Committee, HC 880,
Q17
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to use their discount to buy an alternative home. The NHF briefing
paper setting out the key principles of the agreement (April 2016) said:
The terms of the agreement make it clear that this must be from
within the sector to ensure that government contribution to the
scheme through discount compensation is retained by the sector
for investment in new supply and not lost to the private market.
The working assumption is that this would be a housing
association new build property and help drive development.
Portability is however one of the trickiest issues to work through
and much work remains to be done here. 70

The Guidance for housing associations taking part in the Midlands pilot
scheme (published in May 2018) has a section on operating a portable
discount which advises:
Where you operate your discretion not to sell the property in
which the eligible tenant lives (this includes circumstances in
which you are prevented from selling the property – for example
via planning restrictions) in line with your local policy you must
offer the tenant the opportunity to use their discount to purchase
an alternative property from either your own or another
association’s stock. However, it is up to you to determine the
extent of that offer, depending on what is reasonable for the
circumstances locally. You must not offer a portable discount on
a property on the open market. 71

The requirement to offer an alternative property will, according to the
guidance, be time-limited. 72

Non-compliant associations
Questions have been raised about compliance with the voluntary RTB by
housing associations who voted against the NHF’s offer to the
Government. Inside Housing, reported lawyers’ views that the Act does
not contain enforcement provisions under which the HCA would be
able to sanction non-compliant associations. Section 66 of the 2016
Act, under which the Secretary of State will publish “home ownership
criteria” against which associations will be monitored by the Regulator
of Social Housing has been described a “name and shame” provision,
rather than one which could prompt a regulatory downgrade. 73 The
Explanatory Notes to the Bill said that compliance with the voluntary
deal “is expected to be sufficient to meet the expected level of
compliance with the home ownership criteria.” 74
In Public Bill Committee Gareth Thomas (Labour) asked about the
position of associations that voted against implementation of the
National Housing Federation’s voluntary Right to Buy deal. The Minister
responded:
The deal was signed and, as I understand from the comments of
David Orr, all the housing associations that took part in that vote
understood that it was a deal for the entire sector. Some 96% of
stock is now signed up, and of those that did not have time to
70
71
72
73
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NHF, VTRB - Key principles of the agreement, April 2016
MHCLG, Voluntary Right to Buy – Midlands Pilot, May 2018, p17
Ibid., pp36-7
“Housing Bill ‘gives HCA no power to enforce RTB’,” Inside Housing, 20 October
2015
Bill 75 – EN 2015-16, p27
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sign up or did not otherwise sign up, there is a fair proportion of
that 4% that benefit from the right to buy for the transfer of
stock anyway. It would be an extraordinarily controlling move if
we were to include in the Bill restrictions on housing association
decision making powers, especially as we have worked closely
with housing associations to reach a voluntary agreement in the
first place, particularly in the light of recent decisions by the Office
for National Statistics. 75

On 8 March 2017, responding to a Westminster Hall debate, Gavin
Barwell said:
The threshold we set the NHF was that we wanted the
overwhelming majority of housing association homes to be
governed by any agreement. Nationally, 93% of housing
association homes are managed by associations that have signed
up to the voluntary agreement. I hope that reassures him about
the comprehensiveness of the cover as far as housing associations
are concerned. 76

Fiona MacGregor from the Regulatory Committee of the Homes and
Communities Agency (now the Regulator of Social Housing) told CLG
Committee that “it will not be our role to enforce the Right to Buy,
because clearly at that point it is not voluntary, but we will gather some
information around sales rates and what individual organisations are
doing.” 77 CLG Committee noted that the NHF offer to the Government
said “if a tenant were unhappy with the alternative offered…they
would be allowed to appeal to the Regulator to arbitrate.” 78 The
Committee called for the monitoring role of the Regulator and the
appeals process for tenants to be spelled out. 79

A requirement to replace the sold properties
The single most contentious aspect of the statutory RTB has been the
failure to replace the sold stock since the scheme’s inception.
Under the voluntary deal housing associations have committed to
deliver “replacement of at least one new home for each home sold.”
The aim is that replacement will be achieved within two years of sale,
but the default position is that associations will achieve replacement
within three years. Replacement will be at a national level (i.e. as with
the current replacement scheme, properties will not necessarily be
replaced in the areas in which they have been sold). Replacement will
not be ‘like for like’ – i.e. properties let at social rents (generally set at
50% of market rents) could be replaced with Starter Homes, affordable
rented homes (let at rents of up to 80% of market rents), homes for
shared ownership, and/or other part buy part rent models. In some
circumstances it will be acceptable to fulfil the replacement requirement
by bringing an empty home into use or buying a pre-existing home. 80

75
76
77

78
79
80

PBC Deb 1 December 2015 (morning) c376
HC Deb 8 March 2017 c355WH
Communities and Local Government Committee, Housing Associations and the
Right to Buy, Second Report of Session 2015-16, HC370, February 2016, para 111
Ibid.
Ibid.
An offer to extend RTB discounts to housing association tenants, NHF, September
2015
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To achieve one-for-one replacement the deal sets out the following
terms:
•

Government would pay full compensation for Right to Buy
discounts direct to housing associations. 70% would be
paid on completion of the sale and the remaining 30%
would be paid when there is evidence of a start on site or
acquisition.

•

The sales receipt would go back to the housing association
and be available on their balance sheet to enable one for
one replacement. The grant portion of any sale would be
recycled through the Recycled Capital Grant Fund – or a
similar fund. 81

Housing commentators regard the achievement of one-for-one
replacement of the sold properties as of paramount importance given
the difficulties households currently face in accessing affordable
housing. The Chartered Institute of Public Finance and Accountancy
(CIPFA) said:
There were 1.37 million households on local authority waiting lists
on 1 April 2014.
There is a concern that Right to Buy, unless it guarantees at least
one for one replacement in the areas of highest need, will
increase this shortfall. As a result a reduction in housing stock may
lead to increased waiting lists and an increase in the length of
time individual tenants have to wait before being housed. Even
where one for one replacement is achieved, replacement of
housing stock will take time to become available. 82

Comment on progress in achieving one-for-one replacement under the
current, reinvigorated RTB, can be found in section 1.3 of this paper. As
noted in that section, the Government is currently consulting on
potential changes to the use of capital receipts from RTB sales to
improve the delivery of replacement homes.
A one-for-one replacement working group was established by the NHF:
The VRTB agreement sets out that all homes sold under the
scheme will be replaced by a new affordable home on a one for
one basis nationwide. The one for one replacement working
group looks at how to make the replacement process as rapid and
efficient as possible, designing a process that works for both
developing and non-developing associations, and how housing
associations might work in partnership with other organisations to
deliver replacements. It is also looking at how to deliver the
national target of one for one replacement through new supply
when some housing associations, such as those in low market
areas, will not be able to deliver that as individual associations. It
is specifically looking at how the discount is paid to the housing
association.
The group is chaired by the Federation and made up of five
housing associations with specialist knowledge of development:
English Rural, Great Places, Sanctuary, South Yorkshire Housing
Association, and Riverside, alongside DCLG and the HCA. 83
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The Communities and Local Government (CLG) Select Committee called
on the Government (February 2016) to “publish more details on how it
will achieve its objective of at least one-for-one replacement of sold
homes, and address factors such as the availability of land, the capacity
of the homebuilding industry, including the shortage of skills, and the
uncertainty of income from council home sales.” 84
The Select Committee commissioned Sheffield Hallam University to
consider The Impact of the Existing Right to Buy and the Implications for
the Proposed Extension of Right to Buy to Housing Associations. The
headline findings were published in October 2015. 85
When giving evidence to the Public Accounts Committee in
March 2016, David Orr, then chief executive of the NHF, said he was
confident that if 1,000 homes were sold under the extended RTB
scheme, that 1,000 or more new home would be built. 86
The then Housing Minister confirmed that the extended regional VRTB
pilot would, amongst other things, test one-for-one replacement. 87 This
pilot scheme was launched on 16 August 2018.

Paying for the discounts by selling vacant council
homes
As noted in section 2.2, the discounts offered under the voluntary RTB
were to be paid for by receipts raised from the sale of vacant “higher
value” local authority owned housing.
However, The social housing Green Paper, A new deal for social housing
(August 2018), announced that the Government would not bring the
Higher Value Assets provisions of the Housing and Planning Act
2016 into effect. The paper states that the Government will “look to
repeal the legislation when Parliamentary time allows.” 88
This announcement raises the question of how tenants’ discounts under
the VRTB will be funded.
The sector was highly critical of the Higher Value Asset sales policy; for
example, as the Act progressed through Parliament, the lack of
information on the definition of higher value council homes was a
source of frustration; for example, Lord Best said:
Of course, we know few details about the calculation of the levy,
which makes our debate problematic. We do not know what
limits and exclusions there are on the levy, over what geographical
area “high value” is to be assessed, whether the calculation is for
homes of different sizes or simply on the basis of highest value,
and so on. But we do know that it is intended to raise £4.5 billion
per annum, so it represents a significant new tax on councils,
84
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Communities and Local Government Committee, Housing Associations and the
Right to Buy, Second Report of Session 2015-16, HC370, February 2016
Centre for Regional Economic and Social Research at Sheffield Hallam University,
Headline Findings from Evidence Review, 2015
09 Mar 2016 - Right to Buy - oral evidence, Public Accounts Committee, HC 880,
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which, in almost all cases, could be paid only by fulfilling the
Government’s assumption and selling the vacant homes. 89

The Delegated Powers and Regulatory Reform Committee made
recommendations in respect of this part of the Act:
In our view, it is inappropriate to delegate to the Secretary of
State a power to determine the amount of the payment to be
made by local housing authorities without any form of
Parliamentary scrutiny, particularly in view of the paucity of detail
on the face of the Bill to guide how the power is to be
exercised. 90

CLG Committee was critical of the lack of a full explanation on the
anticipated costs and funding of the extended RTB, the replacement of
sold council homes and the Brownfield Regeneration Fund, and called
on the Government to publish this information “as soon as possible.” 91
The Committee also said that, in principle, “public policy should usually
be funded by central Government, rather than a levy on local
authorities.” 92
The decision not to implement the higher value assets sales policy was
widely welcomed. 93

Losing social rented homes to the private rented
sector
A frequently raised concern, as the Act progressed through Parliament,
was the lack of controls in place to prevent properties bought under the
RTB from being let out to private tenants. The CLG Committee also
considered this point:
It is clear that a significant number of properties sold under the
statutory RTB are now in the private rental sector. In August 2015
Inside Housing published an analysis based on Freedom of
Information requests to 91 councils, which found that almost 40
per cent of ex-council flats sold through the statutory RTB were
now in the private rented sector. 94

The Committee was concerned about the potential cost to the public
purse as a result of housing let at social rents (usually around half of
market rents) being turned into private lets at market rents to tenants in
receipt of Housing Benefit. The Committee concluded:
We believe that measures to limit homes sold through the RTB
ending up in the private rented sector should be explored and ask
the relevant stakeholders to investigate such measures as a
provision that any RTB home re-sold within ten years should first
be offered to local housing associations and the local authority,
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who could choose to buy it at market price, and a restrictive
covenant requiring a minimum period of owner-occupation. 95

Fraud
A further frequently mentioned concern relates to the level of RTB
fraud. Evidence submitted to the CLG Committee’s inquiry referred to a
growing level of fraud in the sector since the 2012 increase in RTB
discounts. The NHF told the Committee:
A report from the London Boroughs’ Fraud Investigators’ Group
showed that there has been a sharp increase in cases of Right to
Buy fraud, with cases in London more than doubling in the last
year. This raises significant concerns that some tenants are being
exploited by people who want to take advantage of the
opportunity to purchase property at a substantial discount. It is
essential that robust measures are introduced to prevent this both
to protect tenants and to protect the taxpayers’ money that is
funding the discount. 96

The Committee said it expected the NHF and Government to issue a
joint statement setting out the agreed steps to tackle RTB fraud. 97 A
working group was set up with the local government sector and others
to learn from their experiences in relation to RTB fraud. 98
The Public Accounts Committee also made recommendations on the
issue of RTB fraud in its April 2016 report:
The Department should write to the Committee within six months
providing estimates of the amounts of public money lost through
fraud and other sharp practice since 2012 under the reinvigorated
Right to Buy, and the amounts at risk under the new policy of
extending the Right to Buy; providing an assessment of the
capacity of, and costs on, local authorities and housing
associations to vet all Right to Buy applicants effectively; and
setting out its plans for tackling fraud and abuse to protect public
money. 99

The Government accepted the recommendation and said the
Department would “write to the Committee with the findings of the
working group and its plans to further reduce fraud.” 100

The status of housing associations as private bodies
Several associations questioned the legitimacy of legislating to allow the
sale of assets owned by charities/not-for-profit companies; for example,
Inside Housing reported the following comments:
Brendan Sarsfield, chief executive of Family Mosaic and chair of
the G15, said: ‘We are independent organisations trying to meet
housing need. We are not agents of the state and this is treating
us as if we are.
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It is starting to feel more about the destruction of social housing
than enabling aspiration.
Ian Munro, chief executive of New Charter and regional chair of
the National Housing Federation in the north, added: ‘It’s
ludicrous. We are private not-for-profit organisations and this is a
sequestration by any other name.’ 101

One of the main reasons set out by the NHF for proposing to implement
the extended RTB on a voluntary basis was to retain the sector’s
independence and reduce the risk of reclassification of associations as
public bodies. In fact, an Office of National Statistics (ONS) review of
housing associations was already underway and on 30 October 2015
the intention to reclassify private registered providers (housing
associations) as public bodies was confirmed:
PRPs are public, market producers and as such they will be
reclassified to the Public Non-Financial Corporations (S.11001)
sub-sector for the purpose of national accounts and other ONS
economic statistics. 102

The decision was based not on measures in relation to the VRTB but on
changes introduced by the Housing and Regeneration Act 2008 and the

Localism Act 2011.
On 2 November 2015 the Government responded to the ONS decision
with a Written Ministerial statement setting out an intention to act to
return housing associations to the private sector. 103
Subsequently, Brandon Lewis outlined the intended deregulation
package when giving evidence to the Communities and Local
Government Select Committee on 15 December 2015. 104
On 31 October 2017, the ONS confirmed an intention to reclassify
housing associations back into the private sector as a result of
deregulatory activity implemented by the Government:
Further to the statement on classification of English Housing
Associations that ONS made on 3 October, ONS is today
publishing a provisional classification decision, communicated in a
letter sent to Her Majesty's Treasury on 31 August 2017.
Although ONS would not reassess the classification of the housing
associations sector in England until the proposed legislation has
passed through Parliament, ONS will undertake a further review
of the sector if and when this happens. Any review would take
place in the context of international rules laid out in the European
System of Accounts 2010 and the accompanying Manual on
Government Deficit and Debt 2016 and the ensuing classification
decision would take effect from the point at which the legislation
is passed. 105
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3. Findings from the 2017 pilot
VRTB schemes
The process of developing the VRTB scheme is ongoing. An
Implementation Advisory Board was established by the NHF to consider
various aspects of the scheme including: eligibility, portability and
regulation.
The NHF published a VRTB policy development process briefing in
April 2016. Updates from the forums shaping the scheme can be found
on the following webpages:
•
•
•

the VRTB Sounding Board
the VRTB pilots
member engagement

During the Autumn Statement and Spending Review 2015, the
Chancellor announced that 5 housing associations would pilot the
voluntary RTB for housing association tenants. The associations invited
to take part were:
•
•
•
•
•

Riverside
Sovereign
L&Q
Thames Valley Housing
Saffron

In order to be eligible, tenants of these landlords had to live within
certain local authority areas and have been social housing tenants for a
minimum of 10 years.
These pilots are now complete and a report on the findings was
published in January 2017. 106 The report notes that the pilot differed
from the wider programme in several respects and that “It would
therefore be hazardous to transfer the lessons from the programme to a
regional or national scale without any further qualification or note of
caution.” 107 Overall, the report stressed the need for certainty:
The central lesson from this research for the regional pilot and the
eventual national scheme is the need for as much clarity as
possible at the launch of the programme on eligibility, access to
discounts, the availability of funding, the prioritisation of
applications, and the requirements for the portable discount. A
lack of clarity will make it difficult for associations to plan
effectively for all aspects of VRTB and increase the risk of
widespread tenant dissatisfaction in a context of raised
expectation. The imperative was summed up by one stakeholder
in a single word: certainty. 108
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Some key lessons and messages included:
•

•
•

•
•

•
•
•
•
•

•

The application of exclusions will be a key challenge in the
national scheme. Exclusions are inextricably linked to portable
discounts – housing association decisions on exclusions cannot be
made until the portability issue has been determined. Overlaps in
geographical areas may result in tenants in similar properties with
different landlords facing different exclusion policies. Associations
should, therefore, identify all excluded properties at the outset to
avoid confusion and manage expectations.
Associations will need to invest time and resources to
identify/resolve unexpected or legal conditions and covenants.
Consistent approaches to tenant or property eligibility helped
mitigate against variable practice in the same geographical area
(i.e. where more than one housing association operates in the
same areas).
Procedures for managing applications worked very well in the
pilot programme areas and should be adopted as standard.
Careful consideration should be given to the scope and timing of
valuations. Indicative valuations can provide a helpful ‘reality
check’ for tenants but may cause problems if they differ
substantially from the formal valuation.
The pilots placed significant additional demands on staff and data
management systems. Associations need to have comprehensive
and up-to-date information about their stock and their tenants.
Managing tenant expectations may be ‘very demanding.’
Procedures for fraud protection need to be robust.
The VRTB may prompt an increase in applications for the
preserved Right to Buy.
Certain property types in certain locations are likely to be overrepresented in sales. Associations will need to build this into their
business plans and assess the implications for the profile of their
housing stock and development programme.
VRTB may represent a financial risk for tenants. The pilots found
evidence of tenants overreaching as a result of lending practices
(e.g. high income to mortgage ratios, low savings, and lack of a
buffer for future interest rate rises). Associations will need to think
carefully about advice and support for tenants.
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