
SUPPLEMENTARY SUBMISSION FROM THE SCOTTISH GOVERNMENT 
 
RESPONSE TO QUESTIONS ON HOUSING (SCOTLAND) BILL 

Q1.  In para 10.6 of the answers we previously received from the 
Housing and Regeneration Directorate, it is stated that in 2007/08 just 
over 75,000 RSL tenants had a preserved RTB entitlement and just over 
70,000 had a modernised RTB entitlement.  I don't think we have been 
advised how many have no RTB entitlement at all but this would be 
helpful just to complete the picture for all RSL households.   

1.1  The Scottish Housing Regulator (SHR) has provided information for 
2008-09 to give the Committee a complete picture for all RSL households.  
This indicates that approximately: 

• 110,00 RSL tenants had no RTB entitlement; 
• 78,000 RSL tenants had a modernised RTB entitlement; 
• 67,000 RSL tenants had a preserved RTB entitlement; and 
• 6,000 RSL tenants had a contractual RTB entitlement (that is, a 

contractual entitlement from their landlord to allow them to purchase 
their property at a discount – this occurs most commonly as a result of 
stock transfers). 

Q2.  Mr Young of SFHA suggested that there was an official Scottish 
Government estimate that ending the exemption from modernised Right 
to Buy of this group of tenants would result in sales in the order of 3,500 
to 4,000 units per annum.  Is there a document which sets out these 
figures?   

2.1  These figures are set out in paragraph 2.7.3 of the Scottish Executive’s 
2006 report to Parliament ‘The Right To Buy In Scotland - Pulling Together 
The Evidence’, which is available from: 
http://www.scotland.gov.uk/Publications/2006/09/26114727/0.    In the 
intervening period the financial and economic context has changed 
significantly.  The Scottish Government has developed its forecast to reflect 
the current housing market and also the fact that most tenants of charitable 
RSLs do not have RTB entitlements.  This more recent forecast suggests that 
if the 10 year suspension came to an end in 2012, around 2,800 RSL 
properties would probably be sold under the RTB over the ten years from 
2012 to 2022.  This figure was included in section 1.7 of the consultation 
document for the draft Housing (Scotland) Bill, which was published in April 
2009, and is available at: 
http://www.scotland.gov.uk/Publications/2009/04/27095102/5. 

 1

http://www.scotland.gov.uk/Publications/2006/09/26114727/0
http://www.scotland.gov.uk/Publications/2009/04/27095102/5


Q3.  David McLetchie asked Andy Young if the Scottish Government had 
estimated what receipts would flow to Housing Associations from that 
volume of sales.  He said the Scottish Government had not done so.  Is 
this correct?   

3.1  Yes that is correct – no such estimate was provided in the 2006 report. 

3.2  There is a great deal of uncertainty inherent in accurately forecasting 
gross and net RTB receipts due to RSLs.  This is largely due to the interaction 
between the variables involved, namely: the market value of properties sold; 
the level of tenants’ RTB discounts, the amount of private finance outstanding; 
and the original amount of HAG grant.  These uncertainties mean that it is not 
possible to estimate a figure with sufficient precision for it to be useful. 

3.3  To help illustrate just how varied the impact of RTB sales can be in 
financial terms we have provided two examples of possible RTB sales 
scenarios in Table 1.  The sales values reflect most recent data about RTB 
sales and typical levels of tenant discount, outstanding private finance and 
levels of HAG provided.  Each scenario could reflect the experience of any 
mainstream RSL.  In reality, however, the financial impact of a RTB sale will 
probably lie somewhere in between each scenario.  RTB sales in local 
authority stock transfer RSLs will have a different financial impact (as 
highlighted in paragraph 258 in the Housing Bill’s Financial Memorandum) 
and this is discussed at 6.4. 

Table 1.  Illustrative examples of financial implications of RTB sales for 
RSLs. 
 Example A 

(£) 
Example B (£) 

Original HAG provided  48,000  35,000 
Sales (market) value 
Less tenant’s RTB discount 

 83,700 
(15,000) 

 75,300 
(14,300) 

Amount paid by tenant 
Outstanding RSL private finance repaid 

 68,700 
(30,000) 

 61,000 
(8,000) 

Available to repay HAG 38,700 53,000 
HAG repaid 38,700 35,000 
Retained by RSL nil 18,000 

3.4 As these examples show, where the amount paid by the tenant for their 
home and the outstanding level of private finance permits, RSLs are required 
to pay back the original amount of HAG provided by the Government.  In 
some instances, as in Example A, the balance left over after meeting the 
discount and private finance will only partly cover the amount of HAG 
originally provided and the RSL will not  retain any net receipt.  Where there is 
a balance of money left over, as in Example B, then the RSL has discretion to 
use this as appropriate to meet its business plan commitments.  So in the 
case of Example B the £18,000 retained could help to fund a replacement 
home or contribute to investment required for other homes to meet the SHQS.  
However, as also highlighted in the Financial Memorandum to the Housing Bill 
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(paragraph 257) the RSL sector’s overall reliance on net receipts like this to 
fund either new housing or investment in SHQS is extremely limited. 

Q4.  Additionally, we've been asked to find out what are the estimated 
receipts arising to Housing Associations from this estimated volume of 
sales and if it is its policy intention to do what SFHA wants which is to 
permanently exclude these tenancies from right to buy? 

4.1  The Government’s policy intention with respect to extending the 10 year 
suspension is set out in paragraphs 165 and 166 of its Policy Memorandum 
for the Housing Bill.  This is available from the following link and is presented 
below for ease of reference: 
http://www.scottish.parliament.uk/s3/bills/36-Housing/b36s3-introd-pm.pdf
 
4.2  RSLs are able to apply to Ministers to extend beyond 2012 the current 
suspension of RTB on their properties. The Scottish Government proposes to 
develop new guidance for RSLs to use if they wish to make such applications. 
This guidance would be underpinned by criteria that reflect the importance of 
meeting housing need and safeguarding stock and take account of the effect 
of RTB on a landlord’s ability to pay for policy priorities such as the Scottish 
Housing Quality Standard (SHQS). 
 
4.3  Respondents to our draft Housing (Scotland) Bill consultation were 
supportive of this proposal.  It requires changes to guidance only and 
therefore does not feature in the Bill. 

4.4  Our response to Q2 establishes that the volume of sales discussed in the 
committee session is no longer an accurate forecast, therefore there is no 
rationale for estimating the receipts arising to housing associations based on 
those sales forecasts. 

4.5  Social landlords themselves, rather than Scottish Government, are best 
placed to forecast the financial impact of RTB reforms.  This is particularly the 
case for RSLs because (as highlighted in paragraph 256 of the Housing Bill’s 
Financial Memorandum) the information collected by the SHR on the sale of 
RSL assets is not suitable for this type of analysis.  Specifically, although the 
accounts submitted by RSLs to the SHR include a figure for sale of properties 
within the cash flow statement, it is not possible to disaggregate money 
received from RTB sales from the money received from other housing sales, 
such as the sale of empty homes or shared ownership sales.  Use of this data 
as a basis for estimating current or future levels of RSL receipts from RTB 
sales would therefore be misleading. 

Q5.  In part 8.1 of the Government's Memorandum it is estimated that 
there will be between 9,700 and 17,900 fewer sales between 2012 and 
2022.  How is this projected over that period bearing in mind the five 
year qualifying rule in relation to modernised right to buy which would 
apply if that modernised right to buy was not ended for new tenants?  
Furthermore, do these comparisons with the base line assume that 
modernised right to buy for RSL tenants will kick in in 2012 and 

 3

http://www.scottish.parliament.uk/s3/bills/36-Housing/b36s3-introd-pm.pdf


thereafter and that the Housing Associations concerned will benefit 
from receipts from this anticipated level of sales at that time?   

5.1  The table below shows how the forecast decline in RTB sales as a result 
of reforms to end RTB for new supply social housing and new tenants was 
projected over a 10 year period from 2012 under 3 sales rate scenarios.  
These forecasts assume that tenants of non-charitable RSLs will be able to 
exercise their modernised RTB entitlements after September 2012. 

Table 2.  Forecast decline in RTB sales numbers as a result of RTB 
reforms. 

Year 201
2 

201
3 

201
4 

201
5 

201
6 

201
7 

201
8 

201
9 

202
0 

202
1 

Total 

High 
sales 
rate 
(2%) 

625 625 625 625 120
0 

175
0 

230
0 

285
0 

340
0 

390
0 

17,90
0 

Medium 
sales 
rate 
(1.5%) 

480 480 480 480 920 135
0 

180
0 

223
0 

267
0 

311
0 

14,00
0 

Low 
sales 
rate 
(1%) 

320 320 320 320 620 940 125
0 

156
0 

187
0 

218
0 

9,700 

Note - Individual year figures are rounded. 

Q6.  As regards the constraints on the application of receipts, para 12.12 
of the Government's Memorandum says that there are no constraints 
other than in relation to Local Authority stock transfer RSLs which are 
required to return a proportion of receipts from homes sold under RTB 
which money is then re-cycled through AHIP to provide subsidy for 
more new homes.  The figures for these RTB receipts which members 
presume are receipts received by the Government are set out in table 3.  
What proportion of the total receipts is this and how much of these 
receipts were retained by the stock transfer RSLs?   

6.1 We assume that the Committee is referring to paragraph 12.2 in our 
previous response.   Our previous response reflected our interpretation of the 
Committee’s original question, which asked for information in broad terms 
about how social housing is financed and what constraints apply to the use of 
receipts by RSLs.   We understood this to mean net receipts (after paying 
back outstanding private finance and HAG) and based our response on the 
information provided in paragraphs 256 and 258 in the Financial 
Memorandum.  In summary: housing associations sell a lower proportion of 
their stock through RTB than local authorities, typically 1%; around 0.5% of 
funding for new homes by RSLs is expected to come from the sale of their 
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assets; and around 5% of funding to help RSLs meet the SHQS is expected 
to come from RTB sales receipts.   

6.2 Turning to the question of Table 3 and local authority stock transfer 
RSLs, we confirm that the figures are net RTB receipts received over the past 
three financial years from the various RSLs which are re-cycled into the 
Affordable Housing Investment Programme.  To aid understanding the data 
are re-presented here alongside the total value of sales reported by these 
RSLs.   This shows that £44.4 million has been returned to the Scottish 
Government over the three years which represents 56% of the total value of 
RTB sales by the RSLs concerned.    

Table 3: RTB receipts from local authority stock transfer RSLs 
Year Receipts 

returned to 
the SG (1) 
£m 

Total value 
of reported 
RTB sales 
(2) 
£m 

Difference 
£m 

Receipts 
to SG as a 
proportion 
of Total 

2008/09 12.7 23.8 11.1 53% 
2007/08 16.7 27.6 10.9 61% 
2006/07 15.0 27.3 12.3 55% 
Total 44.4 78.7 34.3 56% 
(1)  Receipts are from The Glasgow Housing Association; Scottish Borders 

Housing Association; Dumfries & Galloway Housing Partnership; Argyll 
Community Housing Association; and River Clyde Homes 

(2)  Total sales are from the above associations, plus Hebridean Housing 
Partnership.  This association has a different arrangement in that it 
retains receipts in order to support its business plan. 

 
6.4 It is important to note that the return of these receipts is not linked to 
the value of HAG previously provided by the Scottish Government.  Rather, as 
set out in paragraph 258 of the Financial Memorandum, these receipts are 
linked to the purchase price paid for the homes and the future net income that 
would have come from retaining ownership of the homes.   The difference of 
£34 million between the sales value of the homes and the amount returned to 
the Scottish Government is principally the lost net rental income that the 
homes sold under RTB by these RSLs would have provided. 
 
6.5 The Committee may also find it helpful to know that, in addition to the 
receipts (Table 3 above), the Scottish Government has received back further 
capital receipts totalling £51.4 million over the same three year period (see  
Table 4).  Although a small and reducing amount of HAG arising from RTB 
sales are included within the total (in line with the examples in Table 1), the 
majority of the £51.4 million is not connected with HAG and RTBs but comes 
from other sources.   Again it is not possible to say what proportion of the total 
value of underlying RTB sales is represented by the £14.6 million.    
 
Table 4: Other capital receipts 
 2008/09 

£m 
2007/08 
£m 

2006/07 
£m 

Total 
£m 
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Repayment of HAG on RTBs 1.8 4.9 7.9 14.6 
Other(1)  14.1 11.7 11.0 36.8 
Total 15.9 16.6 18.9 51.4 
(1) includes loan repayments and redemptions, tranches of shared ownership 
sales,  return of GRO grant, Open Market Shared Ownership sales, etc  

Q7.  In para 11.3 it says that RSLs report gains on the sale of fixed 
assets which include RTB sales, but a member has raised an issue that 
in their view a gain is not a receipt, it is simply "profit" calculated by 
reference to a book or cost value of the assets sold and therefore has 
asked what were the actual receipts as opposed to the gains for the 
years in question? 

7.1 The member is correct in identifying that gains on the sale of fixed 
assets do not represent a receipt but are in fact the accounting “profit”.    
7.2 As explained at 4.5 above, RSLs rather than the Scottish Government 
are best placed to forecast the impact of RTB sales and it is not possible to 
extract this data from the financial information published by RSLs and 
reported to the Scottish Housing Regulator.    Although the gain on sale of 
fixed assets is not ideal, it is a published audited figure and provides a proxy 
indicator for the level of resources available to the RSL sector from asset 
disposals and we thought that the Committee might find this helpful. 

Q8.  John Wilson suggested that RSLs would have to repay the 
borrowings they incurred to build the houses in the first place from 
sales receipts.   Presumably the debt incurred in the first place was 
serviced by the rental income coming from the house.  You could pay 
off this debt attributable to the house sold and then borrow again 
against the stream of rental income from a new house or alternatively 
just use the receipt to help build another new house and use the rental 
stream from that new house to service the borrowing on the sold 
house.  In other words, what is relevant here is not repaying debt but 
servicing debt and ensuring that at all times there is a rental stream to 
cover it.  Could you confirm that this understanding of the position is 
correct and if not, explain why not?  

8.1 As Mr Wilson suggests, an RSL would typically have to repay 
borrowings – outstanding private finance taken out alongside HAG to fund 
new homes – from the gross value of a RTB receipt.  This is included in the 
illustrative examples provided in Table 1.    It is good business practice to do 
this since the net rental income from the house that has been sold is no 
longer there to pay remaining capital and interest attributable to the property.   
As the illustrative examples also show, in some instances there will be not be 
any money left over after meeting all outstanding commitments.   In other 
cases there could  be some money left over (although this is unlikely to be 
significant), and the RSL can apply this as appropriate to help meet its other 
business plan commitments.   
 
Scottish Government 
14 April 2010  
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