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Executive Summary
Introduction

The number of homeowner repossessions has increased rapidly over the last 18 months, in line
with the economic slowdown and recession. There is consensus that repossessions should be
avoided where possible, because they have a broad and negative impact:

e Households - Repossessions are in general bad for households’ financial, emotional,
and social circumstances

e Communities - They can also be bad for localities, where concentrations of
repossessions undermine confidence in the local housing market.

e Local authorities - Repossessions seem not to be a particular drain on council statutory
services, but they do have implications for their strategic responsibilities to support and
shape local areas.

e Regional government — They impact on strategic responsibility for economic and social
wellbeing

« National government — They undermine the national vision to support homeownership
and to ensure everyone can meet their housing needs.

An understanding of the reasons behind the repossessions situation in the South West region
could help to inform policy and practice interventions adopted by key stakeholders in the region
to protect homeowners and communities. The high level publicly available data on
repossessions in the South West do not enable sufficiently detailed conclusions to be drawn, and
so this research set out to gather additional information, to consider what factors can offer some
explanation for the South West experience, and to suggest ways forward for the future.

This report presents a picture of the repossession situation in the South West, and provides a
detailed study of two areas which have experienced above-average increases in rates of
repossession. It evaluates trends in, and explanations for, unusually high rates of repossession
in both urban and rural contexts; and illustrates the experiences and behaviour of households,
lenders, courts, advice agencies, and local authorities. Drawing on these findings it suggests
policy and practice interventions to help tackle problems in such areas, and it presents a model
for anticipating which areas will be worst affected in future to support preventative action.

Repossessions in the South West

Repossession orders

e The South West had a significantly greater increase in the number of possession orders
made in 2008 compared to England as a whole -there were 1827 possession orders
made in 2008, a 27% increase on 2007. The increase for England was 14%

e However, the ratio of possession orders to households is lower in the region than for
England overall.

e Many county court areas show a decrease in possession orders since September 2008.
The number of cases is falling in line with the trend for the rest of the country. In January
to March 2009 there were 1516 orders made, a 37% decrease on the same period for
2008. The decrease for England was 36%.

e There is relatively low take up of mortgage rescue, but this may be due to alternative
options being pursued by or for homeowners

Types of repossession orders
e Recent Ministry of Justice figures state that 46% of orders are suspended and 54%
outright across the whole country. Our research in two South West courts suggests that
around 45-50% of orders are outright.
e CML figures suggest around 25% as a guideline for estimating the proportion of
properties that are taken into possession voluntarily
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Economic drivers of repossessions

Repossession trends at local level in the last recession were similar to those seen
currently

Marginal homeowners will be at risk of repossession if they experience a drop in income
as a result of changes in the household composition or unemployment.

Unemployment is increasing in the region as it is all over England. 14 local authority
areas in the South West consistently have a higher proportion of the working age
population out of work than the regional average.

Self-employment may be a factor in the overall risk of repossession. The South West
has higher levels of self-employment than that nationally.

Findings

Location of repossessions

Properties being repossessed are most likely to be lower value properties in lower
Council Tax bands

In rural areas they are likely to be concentrated in urban centres, and in parts of these
centres which are more deprived in economic and social terms

In urban areas, concentrations of repossessions are likely to be found at ward rather
than Lower Super Output Area level; in areas which show some signs of deprivation
In urban areas, in a house price slump, concentrations of repossessions may be found in
areas with above average falls in house prices (weaker housing markets)

Regional or district-wide modelling of repossessions trends should not be transposed
onto local areas because it may mask local differences in behaviour.

Trends identified in Council Tax records, deprivation levels and house price changes
may help local authorities to target prevention strategies.

Causes of mortgage difficulties

Unemployment and reduction in income are the main causes of arrears cases
proceeding to court

Households may not have, and are sometimes unable to claim against, payment
protection insurance

Unemployment is often followed by relationship breakdown, which further compounds
repayment problems.

Households generally stop paying altogether rather than making reduced or erratic
payments, which may indicate they feel defeated and that their arrears increase faster
than necessary.

Local authority homelessness and strategic services

The number of people seeking to register as homeless has not increased in line with
repossessions activity.

More households could be priority homeless than present as homeless to the local
authority, suggesting that households do not turn to the local authority to meet their
housing needs after repossession

Local authority housing strategies do not routinely include action around homeowner
repossessions. Guidance on how to fit repossession into local authority strategies may
be of benefit to local authorities.

Lenders and loans

Non-prime lenders, specialist lenders, and banks that received government assistance
because of the effects of the credit crunch dominate repossessions cases

Banks which collectively have a very small share of the lending market (5%) represent
half of all repossessions actions
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Almost all households facing repossession were paying a higher than average or
unusually high rate of interest on their mortgage, and some interest rates called into
guestion the sustainability of ownership from the outset of the mortgage.

Almost all households have at least two months arrears before they are entered for
court, technically giving enough time to get professional advice and seek a solution.

A surprising number of households have 5 months or more arrears before they are
entered for court, which may mean that arrears are too high by this time for a repayment
arrangement to be made. Long periods before court action can be as damaging as short
ones for the overall prospects for retaining possession.

HMS lenders accounted for around two thirds of cases, which suggests that now the
scheme is established it could provide effective help for homeowners — assuming
lenders accept householders onto the scheme.

There is an indication that the letter of the pre-action protocol is being followed more
than the spirit, and that judges are not being proactive in seeking clarity and depth in the
actions undertaken by lenders.

The housing market affects lenders desired outcomes from possession cases, and so
more actual possessions may be seen as the market strengthens.

The pre-action protocol may be more beneficial for households who have professional
help to negotiate with their lender than those who do not

There is a very short time between the mortgage being taken out and the borrower
getting into difficulty (under 4 years in almost all cases), suggesting households are
overstretched from the outset or very vulnerable to income shocks

Households facing repossession are generally established homeowners who have re-
mortgaged (usually to access equity) within the last 5 years, rather than first time buyers
who have only recently bought their home.

Arrears on second charge lending may take slightly longer to come to court than on first
charge loans, possibly because of the greater equity within the property.

Repossessions driven by second charge lenders may be more of a problem in urban
areas, and seem to affect lower or higher income groups more than moderate income
groups.

Loan values are very close to lower quartile house prices, suggesting that householders
took a high loan to value, or are now in negative equity, or both. All of these reduce
likelihood of successful negotiation with the lender.

Cases are being brought to court with relatively little money owed, although current loan
to value and household loss of income may explain why negotiation with the lender was
not always possible.

The interest rate on loans subject to possession action had generally increased between
start of loan and start of arrears, and again between start of arrears and court hearing. It
suggests that home owners were borrowing right up to the limit that they could afford
and would be consistent with the finding that the majority of home owners were getting
into difficulty after a very short period from when the loan commenced.

Voluntary sales are reasonably common to resolve arrears problems, although the
current slow market hinders this.

In court

Only around half of householders facing mortgage repossession® proceedings attend
court.

Those attending court and those who receive advice or submit further information to
court get much more favourable outcomes than those who do not attend

Completion of defence forms is remarkably low, and the forms are not well structured —
changes to the content and structure of forms and the guidance sent by court (on who
and how to complete it) could increase this, and therefore the outcomes of cases.

A mortgage repossession order does not necessarily result in a household being repossessed
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Few households whose cases reach court attend court, have made an agreement with
their lender previously, or have clearly received detailed advice.

Households may benefit from follow up work after an order is made to help stabilise their
financial situation or promote their financial inclusion / financial capability; but advice
agency funding does not enable this.

Court desk usage is low, even amongst households who do attend court for their hearing
Households have low awareness of the options to avoid repossession that can be
available at court

Many households do not believe they will really lose their home; whilst others believe it
is a foregone conclusion by the time their case gets to court

Many households have not sought or received advice before they get to court, which
means opportunities to prevent repossession are being lost.

Court desk intervention, although last minute, can reduce the incidence of outright
possession orders

Advice services

The number of people seeking advice for mortgage problems has increased

Waiting times for professional advice are long — around 3-4 weeks. Although urgent
cases will be seen, the waiting time is problematic in terms of interaction with lenders
and court processes to address arrears and prevent repossession activity.

Gaining access to face to face advice is constrained for some people by opening hours
and waiting times, which limits access to detailed casework

Households who are used to gaining professional advice from solicitors rather than
charitable organisations will struggle to access accredited housing advice in many areas
Services are focused on preventing loss of the home rather than preventing recurrence
of financial problems. There is little link to services which could help households develop
skills around money management / financial capability over time®. This situation is driven
largely by funding arrangements for advice services.

Demand for advice on repossessions is impacting on the source (if not the availability) of
advice for households with other housing problems

The dependence on free advice agencies to provide housing advice may deter some
client groups from seeking advice at all — those who more usually get advice from
solicitors.

Households facing repossession are not the usual client group seen by advice agencies
and often want advice in a different form. It would be beneficial for local authorities and
courts to promote the type of service that households wish to receive, whilst bearing in
mind that professional advocates still manage to secure better outcomes than
households negotiating on their own.

Where advice services in an area are only funded by the Legal Services Commission,
households who are not eligible for legal aid will struggle to access a face to face
housing casework service because solicitors’ housing services are not widely available.
There is little information on outcomes from, or satisfaction with, housing advice relating
to mortgage problems. This information could be used to refine services in future.

In some areas, the number of all housing cases that can be seen seems very close to
the number of mortgage possession actions going through the court. This, combined
with waiting times, suggests more advice provision is needed. Ability to make this
provision is restricted by the availability of skilled advisors as well as by funding.

There is little targeting of services by advice agencies, and their performance is
measured by number of cases not outcomes (or outcomes compared to local need). A
shift to more targeted services could change overall repossession outcomes for an area.

% Successful pilot and subsequent roll-out of the government’s Money Guidance service may
address this problem.
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e Campaigns to raise awareness of advice services with households may not be effective
unless they are seen at the point of need. This suggests more subtle targeting of
services is needed to get to households facing problems.

< Many people using advice services do not self-refer but are directed there by other
agencies. This may have implications for identification of an intended audience for future
advertising or targeting campaigns.

National support schemes

< More homeowners are eligible for Mortgage Rescue than are taking it up — probably
because they are finding alternative solutions

e Support for Mortgage Interest is helping currently, but may be deferring rather than
resolving repossession risk

e Households in court who are eligible for SMI are very likely to find their interest charges
are higher than the SMI payment.

e Homeowner Mortgage Support has the potential to help around two thirds of households
who would otherwise face possession in court; but take-up will need monitoring to
ensure this potential is fulfilled

Conclusions

Reasons for unusually high rates of repossession

It has been difficult to find a clear answer for why repossessions rose faster than the English
average. However, the knowledge set out above means it is possible to speculate about why
they rose quickly.

Households fell into difficulties with mortgages because:
e There were high numbers of households who were vulnerable to income and
expenditure shocks

0 The rise in house prices had created a cohort of marginal owners — lower
income households who had remortgaged to borrow against the equity in their
home

0 There was a high number of sub-prime mortgages - lower income or indebted
households were paying above average interest rates which quickly became
unaffordable as rates rose

o0 Arrise in employment problems (reduced hours or redundancy) quickly followed
interest rate rises.

Arrears turned to possession action and possession orders because:

< Insufficient numbers of households faced with possession action are seeking specialist
advice

e There is insufficient ease of access to advice services — households need advice on
demand rather than having to wait

 Households are unaware of the availability and quality of local advice provision and the
depth of support that can be offered by advice agencies and so do not seek it

< Households struggle to negotiate effectively with lenders (professional advocates get
more positive outcomes)

e Households are unaware of court processes and think there is no way to save their
home once the court summons is served

e Court processes do not always lend themselves to supporting households

Predicting and preventing repossessions
Based on an understanding of lender and household behaviour we predicted that repossession
would disproportionately affect households and areas where:
e Property was most affordable (not least) to lower income households at the time of
purchase
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e There has been an influx of marginal home owners in to the market

e There are low levels of equity in the property e.g. because of recent first time purchase;
re-mortgage that increases loan to value; or falling value

e Property was purchased / borrowed against since 2004

e Where prices have fallen more rapidly than other areas

e Property was purchased through the Right to Buy

e There is both marginal ownership and a high level of secured debt

This hypothesis has been shown to be accurate for the South West.

It seems that it is not possible to get much advance warning of a rise in repossessions, but it is
possible to know in advance:
 Where arise will happen and which households will be most affected within these
areas.
e That repossessions will happen when
0 interest rates rise compared to what they have been over the previous 5
years or so (giving approximately a 4-8 month advance warning)
o unemployment is rising or local incomes are falling®
0 economic productivity is falling (these figures are reported annually so will
be a slow source of information).

Looking at how to prevent repossessions, the provision of debt advice is the fundamental way to
help homeowners in financial difficulties. There is clear evidence that households receiving
advice and representation get better outcomes. Therefore, getting good advice, early, is the most
beneficial assistance available to households with financial difficulties.

Recommendations

There are two principal ways in which the organisations with a responsibility for preventing
repossessions in the South West can take action. One is by actively working to help identify ‘at
risk’ homeowners prior to them getting into serious difficulty. The other is by actively helping
homeowners facing repossession action, noting that local authorities will now be notified about
cases by lenders.

Looking at general preventative work, organisations with a responsibility for preventing
repossessions (GOSW, local authorities, advice agencies) should therefore:
« Use credit profiles for local areas — to identify high risk groups or areas
e Map concentrations of council tax bands — to identify high risk groups or areas
e Map comparative trends in property values — to identify high risk groups or areas
e Seek information on geographical trends in remortgaging - to identify high risk
groups or areas
« Monitor interest rates, and allow an increase to trigger preventative action
< Monitor unemployment rates, and allow an increase to trigger more action
e Target information about options and support services at household types/profiles —
this means having different materials and messages for different groups to improve
take-up.

Looking at what the different organisations can do, CIH suggests the following actions:

Local authorities should:
e Include repossession prevention in strategic housing documents and processes
< Include voluntary as well as enforced possession in strategic planning and modelling

8 Unemployment is a lagging indicator for economic performance and seems to be so for
repossessions too. However, much of the time is a coincident indicator for repossessions
(outside of the peak and nadir in trends).
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Ensure adequate housing and debt advice is available within the LA area for
homeowners, free, at hours that those in work can make use of, and immediately the
advice is needed.
Identify a council officer for lenders to notify when repossession action is started against
a resident, to enable LA to get help to homeowners facing repossession, quickly.
Have clear processes/actions in place

o toidentify actively, or help to target, the ‘at risk’ groups.

0 to pick up quickly on the individuals natified to them by lenders, and

0 to support homeowners, advice agencies, and other providers as necessary.
Ensure that schemes to support households into alternative accommodation are
available and suitable for households who are repossessed
Liaise with advice agencies to target service provision at households that most need
support
Seek to increase awareness and take-up of advice by households, using household
profiles to inform communication materials produced
Seek to improve households’ understanding of their options when faced with mortgage
problems
Prepare for a possible increase in repossessions as the housing market strengthens
Link mortgage support promotion to unemployment support activities

Advice agencies should:

Seek to reduce waiting times for face to face advice

Develop data collection methods that enable customer profiling and service targeting
Investigate ways to re-target service provision within current capacity, considering need
and service user preference

Investigate ways to increase take-up of services by those who could most benefit
Actively seek to improve levels of householder attendance at court and completion of the
defence form

Prepare for a possible increase in repossessions as the housing market strengthens

Regional Organisations should:

Oversee a co-ordinated response to repossessions — factoring in profiling, service
provision, and targeting of services

Support local authorities to pro-actively target ‘at risk’ households with tailored
information and advice, encouraging them to take up preventative services available in
the area — using household profiles to inform communication materials produced
Ensure that local authorities have the processes in place to respond promptly to lender
notification of repossession action by proactively contacting households with offers of
preventative advice and advocacy

Investigate the long term impact of repossession on households’ housing options
Investigate potential for non-emergency financial capability / money guidance services to
support recovery from repossession or repossession threat

Consider whether data on economic productivity and household incomes could be
reported more regularly and be brought more up to date

Model and respond to the number of households facing repossession who are excluded
from free advice due to legal aid rules

Review the match between advice provision and demand for services, including the
impact of increased repossessions on provision of non-mortgage related housing advice
and debt advice services

Identify ways to improve household knowledge of options and the best course of action
Explore whether adequate follow up services are in place to support SMI claimants
regain a position where they can pay their mortgage or take up alternative housing
options

Support local authorities and Job Centre Plus to effectively link mortgage support
promotion to unemployment support activities
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In order to support the recommendations put forward above for action to help predict and prevent
rising numbers of repossessions across the South West region, CIH would encourage national
government to:

Work with HMCS to redesign defence forms and information sent out to households
about repossession cases

Ensure services are in place to support SMI claimants regain a position where they can
pay their mortgage

Target efforts to further reduce the number of court cases at sub-prime lenders and the
large number of very small lenders — which will present resource difficulties for local,
regional and national government

Ensure SMI rates are matched to the profile of households facing possession in court
Map access to HMS against eligibility (i.e. whether households are being accepted by
lenders who have signed up to the scheme)

Use their public repossessions campaign to stress the value of attending court to
households

Work with lenders and courts to consider ways to redress the disparity in outcomes
between households who advocate for themselves and those who have a professional
advocate.

Link promotion of homeowner support services to contribution-based JSA and ESA

Court possession cases have been falling in the South West over the time this research has
been completed. However, thousands of households are still affected in the region, and there is
a risk that outright possession orders could increase as the housing market strengthens.
Repossessions have a negative impact on the household, community and economy, as well as
undermining a key national policy objective. Armed with a better understanding of repossessions
in the South West, there are a number of actions which organisations involved with
repossessions can undertake to improve the situation in coming months.
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1. Background

Analysis of mortgage repossessions in the South West

The Chartered Institute of Housing (CIH) has worked with the Government Office for the South
West (GOSW) and South West Councils (SWC) to undertake an analysis of mortgage
repossessions in the South West. The research has been funded by the South West Regional
Housing Body.

The analysis provides new research into rising repossessions levels in the South West region,
building on existing data from the Ministry of Justice (MoJ), Cabinet Office and Department for
Communities and Local Government (CLG).

The information from this study will help the Government Office for the South West, working with
regional partners and CLG, to assess the scale and nature of repossessions in the South West
region. This understanding will enable a more strategic targeting of resources to ensure that the
most vulnerable households in the region are protected from losing their homes.

The principal aims of the research were to:
e Build an accurate picture of rising repossessions in the South West region
e Identify current and future areas of high repossession activity
e Assess the court mortgage repossession process in two areas of high repossession
activity to identify:
- levels of court attendance by defendants
- awareness of protocols amongst lenders, advocates and district judges
- lender behaviour
- availability and demand for local advice, advocacy and support services
< Identify whether there has been an increase in housing enquiries to the local authority
and voluntary sector agencies related to mortgage repossessions in these areas
< Provide a qualitative insight into the mortgage process by interviewing households
subject to proceedings in each study area to assess:
- Reasons leading up to mortgage repossession
- Defendants’ understanding of the process
- Defendants’ awareness of advice and support provision
- Where, how and at what stage in the process, defendants access
services
- Eligibility for schemes relating to mortgage repossession
- Defendants’ aspirations for the future outcome of their case
- Actual outcomes of their case

The research has been reported in two stages:
Stage 1 Interim report on quantitative data outlining trends.
Stage 2 Final report presenting primary quantitative and qualitative research into two
county court areas, exploring the actions and experiences of courts, lenders,
advice agencies, and households.

Some headline trends

A great deal of analysis into mortgage repossessions has been carried out at national level over

the last 18 months.

e There was a steep increase in repossession cases until the last quarter of 2008 and then a
decline but, as highlighted in the research specification, analysis of trends is difficult because
there are problems with data collection.

e The most common causes of repossession are known to be reductions in income resulting
from changes in employment, relationship breakdown, critical illness, or death of a working
adult.
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- A significant number of repossessions have been driven by second charge lenders” (often
pursuing arrears on quite a small proportion of the overall debt secured on the property), and
by sub-prime lenders who have more assertive approaches to arrears than many
mainstream lenders.

e There are quite noticeable differences between regions in the scale of increase in
repossessions, indicating that differences in economic circumstances or the activities of
households, lenders, courts or support services, play an important role.

The national response to rising repossessions

The challenge of mortgage repossessions is present nationwide, and a suite of tools is now
available to help homeowners and organisations to avoid or mitigate the impact of repossession.
These tools have built on approaches used in the recession of the early 1990s, and have been
adapted to respond to lessons learned then and to incorporate contemporary products and
aspirations. They have been established quickly in response to rapid declines in the credit and
employment markets and consequently are still largely unfamiliar to practitioners and households
alike.

Resources to avoid repossession

There is a ‘suite’ of resources available to help households avoid repossession, which includes
options overseen by lenders, government, and householders themselves:

e Household savings

e Payment protection insurance / critical illness insurance

e Lender forbearance

» Government mortgage rescue

e Homeowners Mortgage Support

e Support for Mortgage Interest

 Small loans offered by local authorities

e Trading down.

It is now well accepted that behind the use of all of these must sit comprehensive and accessible
advice services, to ensure the most appropriate decisions are made.

The South West experience

Little was known explicitly about the experience of the South West before this research. An
overview analysis shows that the number of mortgage possession orders in the South West
increased dramatically in 2008, with particularly notable increases in some parts of the region.
The first half of 2009 has seen a reduction in numbers in line with national trends; which means
repossessions will still be disproportionately high. Housing advice agencies had reported an
increased demand for their services, with some struggling to meet this demand in a timely
manner.

* These are lenders that provide loans which are not related to the purchase of the property but
which are secured against its value. These loans are ‘second charge’ because they are
additional to the initial mortgage and the lender takes second place to the main lender when
seeking repayment based on sale of the property if there is a default on the loan.

Analysis of Mortgage Repossessions in the South West 12



2. Introduction

The number of homeowner repossessions has increased rapidly over the last 18 months, in line
with the economic slowdown and recession. There is consensus that repossessions should be
avoided where possible, because they have a broad and negative impact:

e Households - Repossessions are in general bad for households’ financial, emotional,
and social circumstances

e Communities - They can also be bad for localities, where concentrations of
repossessions undermine confidence in the local housing market.

e Local authorities - Repossessions seem not to be a particular drain on council statutory
services, but they do have implications for their strategic responsibilities to support and
shape local areas.

e Regional government — They impact on strategic responsibility for economic and social
wellbeing

e National government — They undermine the national vision to support homeownership
and to ensure everyone can meet their housing needs.

An understanding of the reasons behind the repossessions situation in the South West region
could help to inform policy and practice interventions adopted by key stakeholders in the region
to protect homeowners and communities. The high level publicly available data on
repossessions in the South West do not enable conclusions to be drawn, and so this research
set out to gather additional information, to consider what factors can offer some explanation for
the South West experience, and to suggest ways forward for the future.

This report presents a picture of the repossession situation in the South West, and provides a
detailed study of two areas with above-average rates of repossession. It evaluates trends in, and
explanations for, unusually high rates of repossession; and illustrates the experiences and
behaviour of households, lenders, courts, advice agencies, and local authorities. Drawing on
these findings it suggests policy and practice interventions to help tackle problems in such areas,
and it presents a model for anticipating which areas will be worst affected in future to support
preventative action.

The findings are based on analysis of data held by GOSW, local and national government
departments, courts and advice agencies; and qualitative research conducted with lenders,
advice agencies, and households. Information from our interim report, published April 2009, is
also re-presented here.

Each section concludes with a summary of findings that can be used by local and regional
government, and advice agencies, to inform their strategic and operational activities.

An overview of the main findings and recommendations can be found in the executive summary.
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3. Analysis and commentary on data relevant to repossessions in the South West
3.1 Direct data on repossessions

Ministry of Justice

The main data on repossessions which can provide an insight into trends and peaks within a
region are the Ministry of Justice mortgage repossession statistics. These are produced on a
quarterly basis and are in two separate series: mortgage possession orders made and mortgage
possession claims issued. Both series are broken down by county court and so potentially
provide a good source of information of what is going on at a more local level with the region.
There are 20 county courts in the South West region and each roughly corresponds to an area
covering approximately, but not exactly, two district councils (pre April 2009 local government
boundaries), or in the case of the major urban centres a single authority®. A significant change in
the format of the Ministry of Justice data took place from the second quarter in 2009 (published
from August 2009). The new series breaks down the data by local authority as well as court area
— thus allowing a much better tie up with other local authority data.

Tables 1 and 2 show the total number of mortgage possession orders made during the final
quarters in 2007 and 2008 together with the percentage change since the corresponding quarter
for the previous year; and the total over all four quarters in the same year. Table 3 shows the
data available for 2009 so far.

Table 1: Mortgage possession orders made 2007 (suspended and outright)

2007 Q4 2007 Q1-4
County court Total % Change in Total % Change in
Total since 2006 Total since 2006
Q4 Q1-4

Barnstaple 39 44% 138 27%
Bournemouth 90 -12% 420 -3%
Bristol 199 -8% 819 -13%
Exeter 69 -15% 297 -8%
Gloucester 108 27% 441 8%
Plymouth 110 7% 483 2%
Salisbury 17 - 65 -25%
Swindon 166 37% 539 6%
Taunton 55 20% 230 -3%
Truro 43 2% 136 -12%
Weymouth &
Dorchester 26 -13% 126 10%
Other South
West* 512 8% 2013° 1%
Total SW 1434 4% 5707 -2%
Total England 23984 7% 95374 5%

® Full information on the local authority areas covered by courts is being sourced from MoJ
® There are 7 courts amalgamated into this data, which gives each an average of 287 orders
made
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Table 2: Mortgage possession orders made 2008 (suspended and outright)

2008 Q4 2008 Q1-4
County court Total % Change in Total % Change in
Total since 2007 Total since 2007
Q4 Q1-4

Barnstaple 72 85% 214 54%
Bournemouth 145 61% 531 26%
Bristol 266 36% 1125 38%
Cheltenham 56 -11% 209 11%
Exeter 82 19% 367 22%
Gloucester 186 72% 550 24%
Plymouth 147 34% 684 42%
Salisbury 19 - 89 33%
Swindon 154 -8% 619 15%
Taunton 56 2% 283 23%
Truro 39 -9% 170 26%
Weymouth & 45 73% 165 30%
Dorchester
Other South 560 23% 2286" 22%
West*
Total SW 1827 27% 7292 28%
Total England 27250 14% 114296 19%

Table 3: Mortgage possession orders made 2009 (suspended and outright)

2009 Q1 2009 Q2
County court Total % Change in Total % Change in
Total since 2008 Total since 2008
Q1 Q2

Barnstaple 32 -35 40 -20
Bournemouth 80 -28 80 -32
Bristol 168 -35 220 -18
Cheltenham 35 -22 35 -45
Exeter 45 -44- 60 -36
Gloucester 75 -39 90 -14
Plymouth 65 -37 105 -42
Salisbury 10 - 30 -
Swindon 121 2 115 -31
Taunton 35 -46 60 -29
Truro 23 -23 30 -28
Weymouth & 8 - 25 -48
Dorchester
Other South
West*
Total SW 1516 -37% 1745 -34
Total England & 17587 -36% 19123 -35

Wales

The data shows that the South West had a significantly greater increase in the number of
possession orders made in 2008 compared to England as a whole. This is striking, not least
because of the change in figures from 2007 where increases in the South West were smaller

" There are 7 courts amalgamated into this data, which gives each an average of 326 orders

made
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than for England overall. It is difficult to show whether individual court areas are running above or
below the regional average because court and local authority boundaries (where population data
is available) are not contiguous.

It is worth noting that the ratio of possession orders to households is lower for the South West
than for England as a whole. Around 1:303 households in the South West had a possession
order made against them in 2008, compared to around 1:190 households in the whole of
Englands. This may go some way to explaining why early interest in the mortgage rescue seems
lower in the South West than most other regions”.

The change in orders made for the region between 2006 and 2007 was marginal and in fact fell
slightly (down 2%) but there was a sharp rise across the whole region in orders made during
2008.

Many of the county court areas show a decrease in possession orders during the final quarter of
2008 compared to the first to third quarters. This fall is continued in early 2009, with the number
of South West cases falling in line with the rest of England and Wales. This period reflects the
introduction of the mortgage pre-action protocol (as well as other government pressure on
lenders to forbear). Although the protocol will undoubtedly have a long-term impact on
preventing unreasonable or unnecessary orders it seems unlikely that the same degree of
downward pressure will be maintained. Figures are likely to be over depressed during the early
stages of the new protocol as lenders adjust their practices to accord with the new administrative
procedures.

Mortgage possession claims leading to orders made
for the four quarter period 2008 Q3 — 2009 Q2

[:] 1 — 2,000 Househalds
[ 2-3.000 Householas

D 3 — 4,000 Housahalds

. 4 - 5,000 Househalds
. 5,000 + Househalds

® Based on ONS population estimates for 2006
% There were 240 expressions of interest in mortgage rescue in the first three months of the year
with 26 proceeding to application
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The following two charts show the trend in possession orders made in the county courts during
the period 1987-2008 for the major urban areas and the other areas where a full data set is
available. Both charts show clearly the steep rise in possession orders made during the last
recession (which peaked in 1991) and a growth in possession orders in line with recent interest
rate rises and the start of the recession.

Mortgage possession orders made major urban areas 1987-2008

2,000

1,800

1,600

1,400

—— Bournemouth
— Bristol
Exeter
~— Gloucester & Stroud

1,200

1,000
— Plymouth

—— Poole

Orders made

800
—— Swindon

— Torquay & Newton Abbot

600

400

200

Mortgage possession orders made rural and other areas 1987-2008

— Barnstaple
——Bath
Bodmin & St Austell
~— Cheltenham
— Penzance & Camborne

— Sallisbury

Orders made

—— Taunton & Bridgewater

— Trowbridge &
Chippenham
——Truro

Weston-super-Mare

In the rural and other urban areas the pattern is similar but, not surprisingly, on a much smaller
scale. Western and central Cornwall stand out during the last recession as being the worst
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affected areas — this probably reflects changes in unemployment. West Wiltshire was also
particularly badly affected. The very steep rise over the last year also shows up clearly, although
it is difficult make a full comparison due to a discontinuity in the data from 2006.

The MoJ figures give a good indication of repossessions activity, but care should be taken for a
number of reasons:

e The number of orders made does not separate suspended and outright orders, so it is
not possible to see how many households may actually have to leave their property.

- The figures cannot include the households that voluntarily™ give possession, or those
that sell their home on the open market rather than risk an order being executed*.

e The number of outright orders made does not translate directly into the number of owner
occupiers who are taken into possession. Not all possession orders are executed and it
is possible for a debtor to avoid repossession even after an order is awarded against
them.

e Trends in repossessions may reflect trends in lender behaviour as much as trends in
households falling into difficulty paying their mortgage'” - the pre-action protocol slowed
repossession claims for a time, for example.

« The figures include all possession actions regardless of the nature of the loan (1%
charge, 2" charge, other) and will include properties where the borrower is not in
occupation (e.g. buy-to-let and second homes).

Recent MoJ fi%;ures state that 46% of orders are suspended and 54% are outright, across the
whole country™. Our research in two South West courts suggest that around 45-50% of orders
are outright.

CML figures suggest around 25% as a guideline for estimating the proportion of properties that
are taken into possession voluntarily i.e. where the homeowner surrenders ownership without
execution of a court order. Voluntary repossessions are likely to be decided on by fairly recent
borrowers with an initially high loan to value mortgage, now clearly in negative equity. Such
cases may also include some buy-to-let borrowers in a similar situation. Research underway by
lenders will explore this assertion.

Council Tax

Council Tax data held by local authorities can give a helpful insight into the number of properties
which are actually repossessed in an area in a depressed housing market. Lenders can claim a
‘Class L’ exemption from Council Tax liability on repossessed properties which are standing
empty. Council Tax offices can then present this data for quarterly intervals over the past 8
years.

By mapping local authority data to court areas it is possible to get a fuller picture of how many
claims and orders made actually lead to loss of a home, and also to understand the distribution
of repossessions by area and value of property. This analysis has been carried out for two local
authority areas in this report (see section 4, part 2)

Care should be taken with this data too, however. In a slow housing market, when a property is
likely to be empty for longer than the standard exemption period (six months) before it is sold,
lenders are more likely to claim an exemption. Trends in Class L exemptions over time may
reflect speed of sales in the housing market more than repossessions trends.

1% See note 4 above.

! There were significant numbers of voluntary possessions during the previous recession in the
early 1990s

2 McCallum, E and McCaig, E (2002), Mortgage Arrears and Repossessions in Scotland,
Scottish Executive Research Findings N0.158/2002

13 http://www.justice.gov.uk/publications/docs/stats-mortgage-land-q2-09iii.pdf
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Other sources
CLG data show that 121 households approached local authorities because of mortgage

difficulties in June alone. Advice or housing options were offered to these households. Half were
at risk of possession and would be considered priority homeless; suggesting higher eligibility for

Mortgage Rescue than the take-up.

Advice agencies do not publish data on their involvement with repossessions cases at regional

level, but local data from advice agencies is presented in section 4.

Local authorities are able to identify the number of households presenting as homeless due to
repossession action. This is not publicly available at regional level, but local data is presented in

section 4.

Shelter, CAB and other partners conducted a snapshot survey of repossessions cases passing
through all courts in the month of July 2009. This research is intended to be able to give a profile

of people attending court and their arrears history. It will be available later in the year.

Key issues:

e The likely proportion of voluntary repossessions should be considered in any regional or

local assessment of repossessions activity — as a guide, about 33% should be added to
the number of outright repossessions ordered by the courts to estimate the number of
people losing their home.

Past trends suggest that 54% of possession orders made are outright orders rather than
suspended.

Annual data on possession orders can smooth the peaks and troughs seen in quarterly
data and therefore give a more accurate indication of possession activity.
Repossession trends at local level in the last recession were similar to those seen
currently.

The number of orders made in the South West is falling currently; in line with decreases
in the rest of England and Wales.

More households are eligible for mortgage rescue than are taking it up.

3.2 Take-up of the national mortgage rescue scheme in the South West
Households | Cases Assessment | Of which 2a, | Of which Of which Households
applying for | being by the local cases where | 2b, 2c, that have
the scheme | assessed | authority Lender has cases cases accepted
by the completed been referred to | where an offer
local and action requestedto | a offer through the
authority | taken to stop | halt designated | made to scheme
immediate repossession | RSL household | during the
threat of proceedings period
repossession | and freeze
charges
Jan& | 9 - - - - - 0
Feb
March | 17 9 - - - - 0
April 10 6 - 2 9 1 0
May 10 12 8 3 5 0 1
June |19 14 22 6 14 2 0

The Zone Agent for the South West provided some comment on Mortgage Rescue Scheme in
the region. At the time of interview there were six live cases in the South West, in Torbay,
Plymouth (x2), Cornwall (Caradon), Wiltshire and Teignbridge. The Zone Agent reported getting
quite a lot of initial enquiries from both local authorities and applicants themselves, but all
enquirers are referred back to the local authority for assessment and debt advice which may lead
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to alternative solutions being found. Experience of the early months of the scheme showed
variations in the knowledge of the scheme and eligibility among local authority staff, particularly
where no ‘champion’ had been appointed. Similarly some lack of awareness of the scheme and
how it operates was reported amongst a specific advice agency’s debt advice staff. From
discussions with council and advice agency leads, the Zone Agent felt that the number
progressing to application is reduced because there are some skilled advisers, lenders are
willing to negotiate or offer ‘hardship options’, and courts rarely give outright possession.

All six live cases in May 2009 were either in negative equity or had very little equity and would be
eligible for the Mortgage to Rent product. Applicants’ property values were between £120K
(Plymouth) and £165K (Cornwall). One (Teignbridge) had been purchased around 4 years ago
through Right to Buy. In each case there was other debt outstanding, both priority and non-
priority.

Key issues:
e Relatively low take-up of mortgage rescue may be due to alternative options being
pursued by or for homeowners

3.3 Economic drivers of possession action

It is well known that repossessions rise and fall with the economic cycle. UK repossessions last
peaked in 1991 at the bottom of the last recession at 75,540, and they reached their lowest point
in 2004 at just 8,200. In the South West the number of possession orders made also peaked in
1991 at 6,468, and they reached their lowest point in 2002 at just 1,013". Changes in
repossessions not only reflect wider changes in the economy, they are driven by them.

Marginal homeowners will be at risk of repossession if they experience a drop in income as a
result of changes in the household (e.g. relationship breakdown) or unemployment/reduced
hours.

Unemployment is increasing in the South West as it is all over England. 14 local authority areas
in the South West consistently have a higher proportion of the working age population
unemployed than the regional average. Trends within these 14 areas are broadly similar and
follow the regional trend. Torbay consistently experiences the highest unemployment by head of
working age population. Swindon and Gloucester stand out as being affected more severely by
the recession than other areas. Torridge and Weymouth are badly affected after a short period of
resilience early in 2008, and Bristol and Plymouth are affected somewhat earlier than many other
areas.

“CIH (2008) UK Housing Review 2008/2009, tables 51, 53c and 53f. Note figures for South
West in 2002 based on Ministry of Justice Region.
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% of working age population

JSA claimants as a proportion of working age population Q1 2007 - Q1 2009
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Trends in unemployment claims do not fully reflect changing incomes, of course. Employees
may have their hours or salary reduced in the early months of a recession rather than actually
losing their jobs. It is not possible at this time to track changing incomes in the South West at a
particularly granular level, although this would be of use for those with a strategic responsibility

for tackling repossessions.
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North Devon: Unemployment and repossessions
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Unemployment starts to increase after repossessions start to increase, not before. Early in this
recession, and the last, interest rates increased and caused some homeowners to get into
mortgage repayment difficulties. The interest rate rises also affected businesses, which affected
unemployment, which in turn caused the number of households with mortgage difficulties to
increase further. At times unemployment will be a coincident indicator for repossessions, but is
not a good guide of the start of upward or downward trends.

The South West has higher levels of self employment than nationally. In rural areas and in local
economies where tourism is one of the main industries, levels of self employment are higher still.
Within these areas, at ward level, rates of self employment can be up to three times the national
average. Since 2001 the data shows that the trend in the South West has been towards even
higher levels of self employment.

Economic Activity 2001

Economically Self-
Country /Region Active Employee employed Unemployed
England 78.6% 67.2% 9.4% 4.9%
South West 82.1% 69.3% 12.1% 3.8%
Bristol 80.7% 70.2% 9.5% 3.3%
Devon 81.3% 65.1% 16.0% 3.8%

Self employment may be a factor in the overall risk to repossession. Firstly, self employed
people are more likely to experience changes in their income. Second, because of the greater
degree of uncertainty in income levels, a greater proportion will borrow from non-prime lenders
and even if they borrow from a mainstream lender their interest rate will normally be higher. Third
it is known that mis-selling of ‘self certified’ mortgages has been a factor in the national collapse
in credit. Fourth, small businesses run by the self-employed are vulnerable during an economic
downturn.
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Key issues:

 Unemployment trends are not a good indicator of the start or end of repossession
trends.

e An up to date picture of economic productivity and household incomes would be good
indicators, though at present the reporting timescales for this information do not fit well
with use as an indicator of imminent events.

e Areas with higher than average self-employment may be at greater risk of repossession,
so area-based data on self-employment can be used to inform a predictive tool.
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4. Lessons from study areas

Two areas in the South West region were chosen for closer study to help build more detailed
understanding of repossessions in the area. This study enabled detailed and interrelated
consideration of experiences and views of advice agencies, lenders, householders, and local
authorities; local data on repossessions; and analysis of the housing market and wider economy.

Analysis conducted to inform the interim report suggested that closer study should be conducted

in areas where:

e Court level data is available (courts are part of the online reporting system)

e Court areas are reasonably co-terminus with local authority boundaries, so that researchers
can use other local level data to corroborate findings

e There was a large amount of affordable property in the risk period (2003-2007), because this
is where there will be the highest number of marginal owners at risk of repossession (low
income households with low equity)

e There are existing indications of high repossessions (annual not quarterly trends)

e There was a comparable experience in the last recession

e There is high risk of negative equity (i.e. there have been rapid price falls recently)

e There are reasonable volumes of Right to Buy sales in the risk period (2003-2007), because
these are likely to be marginal owners.

Understanding gained in the interim report indicated that selection of areas which have these
traits would enable a robust study to be conducted. The areas covered by Barnstaple and Bristol
county courts (broadly covering N Devon DC, Torridge DC, Bristol City, and South
Gloucestershire, and) were selected.

They offered a sufficient number of possession cases to explore and draw conclusions from; it
was possible to access and cross reference court and local authority data with reasonable
accuracy; and there were enough outright possession orders to enable a full analysis of
repossession processes and experiences from possession claims through to actual loss of a
home. Barnstaple added a rural dimension to the study, reflecting the rural context of large parts
of the South West. Bristol is disproportionately large compared to other urban areas in the South
West, but it was felt that its experience of repossessions should be similar enough to other urban
areas to make lessons learned relevant throughout the region.

Findings from the two study areas are presented together to enable comparison and avoid
duplication in their presentation, and key similarities and differences are highlighted through the
text. The report describes the situation and views in two areas, but the findings and
recommendations are equally relevant for the wider South West.

4.1 Housing market and economic profiles

Barnstaple
The area covered by Barnstaple County Court is largely rural, with large tourist and agricultural

sectors and only a few large employers. Around one third of the workforce is employed in the
public sector and so these households are perhaps a little better protected from the downturn in
the economy. The agricultural sector is performing normally in the recession, and there is some
feeling that the tourist industry may be growing. However, industry has been affected by the
recession. Industrial and manufacturing jobs tend to be much better paid than those in
agriculture or tourism, so closure of a manufacturing company (even if a small one) tends to
remove a significant proportion of the better paid jobs in the area. It is difficult to attract new
businesses of this type to the area, so there is real concern about the loss of such companies.
One of the largest industrial employers (Leader-Flush) laid off staff in May 2009.

In 2001 eight out of 28 wards in North Devon had self employment rates higher than 25% and
ten wards had rates in excess of 20%. Out of 23 wards in Torridge seven wards had self
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employment rates in excess of 25% and 14 wards in excess of 20%. Potentially this could be a
factor in the rapid rise in repossessions within the Barnstaple County Court area. The wards with
concentrations of repossessions are not consistently the wards with disproportionate rates of self
employment, so self-employment may be a guide to predict repossessions but cannot be
considered an indicator.

There are significant affordability problems in the North Devon area, with the housing strategy
defining that households earning under £24,000 cannot afford private rent (without Housing
Benefit) or owner occupation. Average incomes in rural areas are £13,000. A fairly high number
of mortgage-free owner-occupiers move into rural areas from outside the district.

Around 20% of the stock is private rented accommodation, with an average rent of £490-590 per
calendar month for a two bed house.

Bristol City UA
The main employment indicators are closer to the national average than the South West as a

whole and in particular the more peripheral and rural areas of the region. For example only 8.9%
are in self-employed compared with 9.1% for Great Britain and 11.2% for the South West.

A higher proportion of the population (50.4%) is employed in the manangerial, professional and
technical occupation group than both nationally (43.5%) and for the South West (43.2%).
However, rates of gross weekly pay for full time workers are slightly lower (£448) than the
average for the South West (£451) and significantly lower than the national average (£479), the
gap is even greater amongst full time male employees (£485 compared with £525 nationally).

The largest employment sector is public administration, education and health accounting for
15.53% of the population.The second biggest sector is banking and financial services (10.91%),
this higher than the national average (8.59%) and may make Bristol more vulnerable to
repossessions particularly from the last quarter of 2008 when unemployment started to rise
rapidly. However, this is generally later than the court data sample and so may not be reflected
in the results. Prehaps somewhat surprisingly for a major conurbation the proportion of the
workforce engaged in manufacturing (4.74%) is lower than both the national average (5.91%)
and the South West (5.79%) as a whole.

The housing stock has a higher than average concentration of local authority and social sector
dwellings (21.7%) than is found nationally (18.1%) and within the region (13.8%). But this overall
tenure mix masks considerable variations at the local level, for example in Lawrence Hill ward
only 25.8% of households are homeowners compared with 83.9% in Stoke Bishop.

Affordability problems are not as acute as in some parts of the region and this is partly due to the
overall size of the stock. Bristol has some of the lowest property prices in region, the average
lower quartile price is £133,700 compared with £143,300 for the South West. However, Bristol
still has an affordability problem because of relatively low wage rates. Bristol is probably fairly
unusual amongst conurbations in that the most expensive wards (Clifton, Henleaze, Stoke
Bishop) are located in a cluster close to the city centre. These wards have experienced the
sharpest falls in property prices; however they did not feature strongly in the court data.

Key issues:
e Anunderstanding of which employment sectors are under most threat due to the
recession can be used to target preventative activity at employees.
e Anunderstanding of viable alternatives to owner-occupation is nheeded to ensure that
households actually losing their home get the right advice and have the right options to
meet their needs.
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4.2 Analysis and commentary on repossessions trends

In terms of combined suspended and outright orders, North Devon and Torridge have a lower
number of repossession cases per 1000 households than most other districts in the region, so in
comparison to the number of repossessions in the rest of the region there is not a particular
problem. However Barnstaple county court stands out in both 2007 and 2008 as showing much
higher than average increases. Barnstaple also experienced a particularly sharp increase during
2008 (54% compared with 28% for the whole region) and also in October to December 2008
(85% compared with 27% for the whole region). Plymouth and Bristol are the areas which show
the next biggest rise in orders made during 2008 (42% and 38% respectively).

People interviewed for this research struggled to identify a clear reason for this steep increase. in
Barnstaple, there has been no dramatic employment loss, and the income to price ratio is no
worse then the rest of the region. However, 2009 has seen job losses in a factory in Barnstaple,
and 2008 saw closure of several bigger employers in lIfracombe which would knock on to
smaller employers. Also, there are a disproportionate number of self-employed people, who tend
to be vulnerable to income shocks and may use their home for business capital or security; and
the poor summer weather in 2007-9 affects people who work in the tourist industry. Incomes
have been knocked, but also households may have borrowed against ‘anticipated’ income that
did not materialise.

When considering the trend in possession orders made in the county courts during the period
1987-2008 for the major urban areas (see p14), Bristol stands out amongst the urban areas not
only for the particularly steep rise over the past year (although there is a discontinuity in the data
series in many areas from 2006) but also for the volume of cases being almost twice as large as
the next worst area (Plymouth). Looking at rural areas, Barnstaple county court area falls within
the mid range of repossessions over the last 20 years, but appeared to recover more slowly from
the last recession than the other areas.

Suspended and outright orders™
The Ministry of Justice can analyse their data to report exact numbers of outright and suspended
orders by court. This is presented in the graphs below.

* Source — Ministry of Justice
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Repossession orders in Barnstaple County
Court Apr 08 - Mar 09

50

44
40

32 31

30 @ suspended

22 20
20 L8 T 19 | 'moutright

No. cases

10

0 I I I
Q22008 Q32008 Q42008 Q12009

Over the 12 month period April 08 to March 09, 105 homeowners received an outright order
(although they may not have actually lost their home) and 94 received a suspended order (199
orders in total). This means that 52% of households receiving a court order in this period either
lost their home or were very close to doing s0™.

Repossession orders in Bristol County Court
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® There is no way to separate owner occupiers from buy to let landlords or second home orders
in this data, and it does not show voluntary repossessions.
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Over the 12 month period April 08 to March 09, 464 homeowners received an outright order
(although they may not have actually lost their home) and 560 received a suspended order (1024
orders in total). This means that 45% of households receiving a court order in this period lost
their home or were very close to doing so'’. It takes about 6 weeks from a case being issued to it
being heard, so these graphs will show most of the cases issued in Bristol and Barnstaple in
2008 that came to court.

Assuming that outright orders form 50% of all orders across the South West should be a
reasonable estimate. But it is worth noting that the two courts do not follow the same pattern in
number of overall orders over the quarters, and so local analysis should be considered alongside
aggregated data for the whole region (provided by MoJ) to inform local understanding.

Council Tax data

Local authority records show the number of properties that are exempt from Council Tax liability
because they are empty following mortgage repossession (including voluntary possession). They
can be analysed to give a profile of property types most likely to be repossessed.

Bristol

Council Tax data suggests that the larger, more expensive houses in the city are not generally
the subject of possession orders, and that most orders are on smaller, less valuable properties
which are banded A to C*°.

Bristol: proportion of properties and class L registrations per Council Tax band (%)
Band A B C D E F G H
Distribution of properties 20.08
in Band | 23.81% | 37.58% % | 9.10% | 5.11% | 2.58% | 1.57% | 0.18%
Total Class L per Band
as % of total Class L 13.92
(2000-2008) | 22.37% | 55.53% % | 5.46% | 1.91% | 0.41% | 0.41% | 0.00%
Total Class L per Band
as % of total Class L 13.73
(2008 only) | 18.13% | 59.89% % | 4.9% | 2.19% | 0.55% | 0.55% | 0.00%

The table shows the distribution of Class L properties in each Council Tax band over the period
2000-2008 compared with the distribution of all properties within each band in the council area.
The majority of properties in Bristol City UA are in Council Tax bands A-B (61.4%) so it would be
expected that the majority of repossessions would be from properties in those bands. Properties
in band A are represented almost exactly in the same proportion to their share of the overall
stock. Bands C to H are underrepresented. Band B represents the largest single share of the
overall stock (37.6%) but is significantly over represented in Class L registrations (55.53%). The
period 2007-08 shows a comparable pattern to 2000-2008. If anything, band B properties are
slightly more overrepresented in this period.

" There is no way to separate owner occupiers from buy to let landlords or second home orders
in this data, and it does not show voluntary repossessions.

'8 Council Tax bands are a good indication of property prices relative to other prices in the area;
they do not represent the current value of the individual property.
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Bristol City UA class L council tax registrations 2000-2008
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The chart shows the very rapid rise in Class L properties in Council Tax band B, which coincides
with the rise in county court possession orders from 2004-05 onwards.

This tends to support the hypothesis that households who are most at risk will tend to be lower

income households and/or first time buyers who stretched their resources, or households trading
up to purchase their first family sized home™®.

Barnstaple

North Devon District Class L registrations and possession orders Barnstaple County Court 2000-
2008

Band A B C D E F G H
Distribution of properties in 0.09
Band | 22.41% | 24.27% | 21.25% | 17.13% | 9.43% | 4.02% | 1.41% %

Total Class L per Band
as % of total Class L 0.95
(2000-2009) | 32.23% | 31.28% | 22.75% | 8.53% | 3.79% | 0.00% | 0.47% %

Total Class L per Band
as % of total Class L 0.00

(2008 only) | 31.03% | 29.31% | 27.58% | 8.62% [ 3.45% [ 0.00% | 0.00%

%

The table shows the percentage of all properties in each Council Tax band and class L
registrations in each band as a percentage of all class L registrations during period 2000-
Quarter 1 2009 for North Devon District. It shows that during 2000-Q1 2009, Council Tax bands
A and B were over-represented in Class L registrations given the profile of the stock in North
Devon. The pattern and proportions are slightly different from Bristol, but again they show that
households in lower priced properties are disproportionately affected by repossession — these
are likely to be lower income and/or first time buyer households.

9t maybe that Band A properties are also overrepresented if adjustments were made for
smaller council owned and rented property in the less desirable areas.
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North Devon Class L registrations 2000-2008

—Band A

——Band B
Band C

——Bands D-H

Class L Registrations

AN

S

2000 2001 2002 2003 2004 2005 2006 2007 2008
Year

North Devon shows rapid rises in repossessions in bands A-C; a different pattern to that seen in
Bristol. This suggests that repossessions are affecting a broader spectrum of households in this
area, although they are still clearly clustered amongst the lower priced house overall.

Council Tax and economic data
We have used North Devon Council’s geographical information system to show the locations of

Class L repossessed properties against deprivation levels.
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North Devon is a rural authority, where populations cluster in major towns. This map shows the
locations of Class L exemptions against deprivation levels. The vast majority of Class L
exemptions are in urban centres, most of which are not (with the exception of Ilfracombe)
particularly deprived compared to the rest of the district. However, a closer look at the two major
towns (Barnstaple and llifracombe) shows that repossessions are clustered in the most deprived
areas of those towns.
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