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A strategy for intermediate housing in 
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2010-14
1. Introduction

This document replaces the SE London Housing Partnership’s Intermediate Housing Strategy for 2006-10. In turn, the 2006-10 strategy had replaced separate shared ownership and key worker strategies that were produced in 2004.

Effective joint working in SE London on shared ownership and key worker housing dates from 2002. The 2010-14 strategy builds on that joint working and responds to some particular challenges.
2. Purpose
The SE London Housing Partnership has a strategy covering 2010-14. The purpose of this intermediate housing strategy is to complement that, providing a degree of detail and direction that is not practical in the main strategy.
The intermediate housing strategy also offers a context for the many operational aspects of intermediate housing. It is designed to:


Respond positively to the agenda of the Government and Mayor of London’s in particular for meeting housing needs by working beyond and across borough boundaries and for maximising choice.

Clearly set out the priorities (ranked) for intermediate housing.

Form the basis for partnership working between the HomeBuy Agent, boroughs and providers – for example for the production of an annual marketing plan by the Homebuy Agent.

Apply to all new intermediate housing funded by the Homes and Communities Agency (including through Recycled Capital Grant Fund).

Be separate from, but complementary to, inter borough agreements on the distribution of nominations for new ‘social’ rented homes in the sub region.

3. Key issues since 2006
Since the last intermediate housing strategy was produced in 2006, there have been a number of changes and developments that have contributed to the need to revise the strategy:
· As in 2006 it is possible to see a healthy pipeline of new intermediate housing but to observe the prevalence of 1 and 2 bedroomed flats for sale and the relative lack of family accommodation. 
· The concept of ‘key worker housing’ has virtually disappeared, arguably because of the following:

· Reluctance expressed by key workers for living in key worker ‘ghettos’
· End of the need for measures to help recruit and retain staff in public services.

· Difficulty in providing rented accommodation at rent levels low enough to reflect the salaries of the majority of key workers.
· At national (government) level an increased concern to cater for First Time Buyers who were seen to be squeezed out of the housing market by rising house prices.
· Lack of delivery of schemes such as the London Wide Initiative.

· Development of the role of the HomeBuy Agent, in partnership with boroughs and providers, in recent years involving an annual marketing plan that set out actions such as New Homes Shows in the sub region.

· Sub regional New Homes Shows, usually 2 a year at different venues, have reflected the development of more interactive and more personalised approach to marketing by providers. The increase in numbers of the public attending the shows suggests continuing and possibly increasing interest in intermediate housing.

· Data about shared ownership sales in SE London for 2005-9 suggests that the average household income of purchasers of shared ownership (New Build HomeBuy) is less than £30,000 but the level of take up by existing tenants has remained relatively low at less than 10% and is probably continuing to diminish.
· The SE London Strategic Housing Market Assessment was published in early 2010.  The assessment identifies an intermediate housing market – i.e. households who are not able to afford market housing but who earn more than is needed for social rented housing – but highlights that for much of this market products do not exist in SE London. 55% of households requiring intermediate housing have incomes in the range £15,000 to £25,000 and there are few opportunities for this group or for households needing 3 bedrooms or more. 
· The London Housing Strategy was finalised in February 2010. It includes a target for increasing the number of new 3 bedroomed or larger intermediate homes to 16% by 2011 as well as:
· Increasing the household income limit to £74,000 for 3 bed and larger homes. Adopting “First Steps” as an umbrella for intermediate housing in London

· Developing products to target social housing tenants

· Improving marketing and information

· In 2008 Open Market HomeBuy (OMHB) was withdrawn by the Government. Initially this programme had been targeted at existing social housing tenants and successfully freed up homes for rent but following a switch to catering for first time buyers the take up by existing tenants had dropped significantly.  OMHB always catered for households with comparatively higher incomes than those accessing shared ownership (New Build HomeBuy) but did include a slightly greater proportion of family sized homes.
· Through the planning system and guidance in documents such as the SE London Guide to RSLs and Developers a small number of wheelchair accessible homes have been developed in the intermediate sector. Initially in response to this, SE London boroughs funded In Touch (part of Hyde HA) to provide a service to advice and support households with long term disabilities to access low cost home ownership. By March 2010 14 households, all on long term benefits, had been assisted in this way.
· The supply of intermediate housing changed significantly as a result of the economic downturn. Providers of intermediate housing became concerned that reductions in values might make shared ownership (New Build HomeBuy) no longer viable. Many therefore switched developments to social rented homes or to intermediate rent. By 2010 the result was a reduction in the pipeline of new shared ownership (New Build HomeBuy) homes – despite an apparent increase in demand – but the development of ‘rent to buy’ products that catered for the growing difficulty of many households in obtaining a mortgage or finding an adequate deposit.
· Research from L&Q suggests that 25% of shared owners ‘staircase’ out completely – i.e. eventually purchase their entire home. However there is a significant group of shared owners for whom staircasing has not proved possible and for whom shared ownership will not be a stepping stone to full home ownership.

3. Purpose
This strategy:

Responds to the Government and Mayor of London’s aim for meeting housing needs by working beyond and across borough boundaries.
· Provides a policy response to recent research such as the Strategic Housing Market Assessment, follow up papers on the incomes of overcrowded social housing tenants and L&Q’s market research for its proposed Down to You product.


Seeks to maximise choice and mobility but focus on priority groups.

Aims to further develop partnership working between the HomeBuy Agent, boroughs and providers.

Applies to all new intermediate housing funded by the Homes and Communities Agency (including through Recycled Capital Grant Fund) and completed from 2004 onwards.

Is separate from, but complementary to, inter borough agreements on the distribution of nominations for new ‘social’ rented homes in the sub region.

4. The role of intermediate housing in SE London
With resources for new affordable housing likely to become increasingly scarce there is a strong case for ‘getting the most out of’ intermediate housing in SE London. It is imperative that intermediate housing contributes to meeting our key objectives, such as those set out in the SE London Housing Strategy 2010-14: 
1. Deliver greater efficiency by working together

2. Provide good quality homes in all tenures

3. Improve choice and meet housing needs

4. Contribute to places that are safer, healthier and working.
Through the development of the right products in the right places and through effective marketing and targeting intermediate housing can make a positive and significant contribution in SE London.

It must make a significant contribution to freeing up homes for social rent, and to catering for households who would otherwise be in need of social housing. Overcrowding is a serious problem in SE London and intermediate housing needs to contribute here too – by, for example, freeing up larger homes or directly assisting overcrowded households.

There is however a secondary and potentially contradictory role played by intermediate housing. This is its contribution to regeneration or to the notion of ‘sustainable communities’.  In some locations it is new intermediate housing that makes the greatest contribution to bringing in an economically active and stable population. Flatted private sector developments for example are frequently known to cater for buy to let investors and to then result in a more transient population that is not necessarily economically active.
If the role of intermediate housing is to support regeneration then it could be argued that the profile of households who purchase or rent it is irrelevant. In fact the overall regeneration impact could be argued to be greatest when intermediate housing caters for economically active households who would not otherwise have been present in the sub region – i.e. who otherwise would be living in different tenures in other areas or who would leave the sub region altogether.
If it is not possible to reconcile these two roles then there may be an argument for a two tier system – with higher levels of grant applying to schemes that meet the former role.
5. Maximising take up of intermediate housing by existing tenants

Increasing the extent to which intermediate housing frees up existing social housing is the primary objective of this strategy.

This has a number of implications:

· There is a value for money argument to be made if additional investment in intermediate housing results in freeing up more social housing than would otherwise have been the case. This logic may particularly apply to family sized intermediate housing since a group of social housing tenants who occupy family homes who are overcrowded can be identified who have household incomes in the range £30,000 to £35,000. To produce an intermediate housing offer for these households would require investment of more grant than is currently the case for 3 or 4 bedroomed intermediate homes.
· Though affordability is critical – and that priority groups should not feel too ‘squeezed’ – there is still the prospect that many of the households targeted will struggle to obtain a mortgage or to afford a deposit.  The ‘blurring’ of intermediate rent and low cost home ownership is therefore seen as particularly appropriate for this group – provided that a period of rental offers a basis for saving for a deposit and obtaining a mortgage in due course.

· A focus is needed on working creatively with lenders to assist with developing mortgages or other products for priority groups.
· Though intermediate housing needs to be affordable to households on relatively low incomes, it is the status of a household within the priorities in section 10 that is paramount, not a household’s income. An existing tenant with a household income of £45,000 would therefore be a priority ahead of non tenant household with a household income of £25,000.
· Boroughs are in a pivotal position. They have knowledge of their own tenants, keep housing registers and provide housing options services. Boroughs therefore need to work closely with the HomeBuy Agent in order to effectively target existing tenants. For example, the HomeBuy Agent already uses borough Choice Based Lettings publications for generic adverts but there is scope to develop this further.

· Consideration should be given to using borough Tenant Incentive Schemes with intermediate housing. A value for money case needs to be made to CLG in order to justify the apparent ‘double subsidy’ but is thought to be relatively straightforward – e.g. by comparing the combination of public subsidy through Social Housing Grant and Tenant Incentive Scheme with the public subsidy that would be needed to build or acquire a social housing home of the same size has that being released.
6. A pooled approach

Since 2004-6 publicly funded shared ownership homes (both new build and re-sales) have been treated as a pooled resource for residents of SE London. They are regarded as a resource for all of SE London rather than necessarily the borough in which they are located. We have been able to promote choice and flexibility whilst reviewing take up to make sure that particular boroughs do not significantly miss out from this approach. All RSLs providing shared ownership homes in SE London now report annually about where purchasers of both new build homes and re-sales have come from.
Reports from the RSLs indicate that for all schemes the majority of purchasers are from the host borough.
Schemes provided without public subsidy through section 106 agreements can be kept outside this pooling arrangement and may remain subject to take up by host borough residents and key workers only. Relevant applicants to such schemes are still derived from the HomeBuy Agent. However, individual boroughs are encouraged to also pool these developments as part of an overall reciprocal approach that ensures that the overall the take up of such schemes reflects the priorities set out below. 
7. Equalities

Since 2005 the take up of shared ownership by households from Black & Minority Ethnic (BME) communities has been monitored. In 2005-8 about 33% of take up of shared ownership was from BME households – though this rose to 43% in 2008-9.
Take up by BME households should at least reflect the overall population (33.5% in the 2001 Census but since increased).

Data held by the HomeBuy Agent in SE London shows a persistent discrepancy that needs to be better understood and addressed:

· BME households make up 54% of the households who have applied via Housing Options, but 43% is the highest level of purchase by BME households. In particular Black African households make up 14% of applicants but only 6% of purchases.

A key role of the HomeBuy Agent will be to ensure that intermediate housing is publicised and marketed in a way that addresses any underlying issues.
During 2006-10 the partnership made significant progress in ensuring that intermediate housing catered for households with disabilities. Before 2010-11 14 households with long term disabilities (on benefits) had been assisted to purchase New Build HomeBuy homes. An increased number of intermediate homes built to wheelchair standards have been developed as a result of planning requirements and awareness among disabled people and their advocates has gradually increased too. This work – and the entire notion of a market for accessible intermediate homes – can be further developed.
8. Recycling staircasing receipts and RCGF

“Staircasing receipts” and Recycled Capital Grant Fund from sales of higher levels of equity in shared ownership homes should be recycled into the provision of new homes in the sub region. Subject to agreement by the sub region this investment may take place anywhere within SE London and will then be subject to the pooling arrangements described above. When rented accommodation is provided through investment of staircasing receipts or RCGF this will be subject to the nominations formula that applies to rented accommodation.
9. Intermediate Rented Housing
During 2008-10 a new style of intermediate rented housing emerged, largely in response to the economic downturn. Generally, this was developed either as a long term substitute for shared ownership (New Build HomeBuy) or as a stepping stone to shared ownership (e.g. ‘rent to buy’ or L&Q’s Up to You scheme).

· Priorities set out in the SE London Intermediate Housing Strategy (see Section 9 below) apply to intermediate rent as well as shared ownership or shared equity type schemes.
(The top priority is existing social housing tenants. It cannot be assumed that there will be no demand from this group. The second priority is households on borough registers that are in the higher needs categories and it is from this group that boroughs wish to see a reasonable level of take up).

· The SE London Housing Partnership will monitor take up of new intermediate schemes in the way it currently does for New Build HomeBuy and shared ownership re-sales – i.e. it will annually seek and collate information on income levels, household composition, borough of origin, ethnicity and priority status.
(Information will be sought for each scheme but the information reported annually summarises according to each RSL).

· When HCA guidance requires rents to be set at no more than 80% or 75% of market rents, the rents should be set with reference to the median rent level that applies for the relevant property size in each postcode. Intermediate housing rents should be no more than 80% of the postcode median rent (in lower value parts of postcodes they may need to be significanty less). Median rent levels may be found in the SE London Housing Market Bulletin. 
(For example, the median rent shown in the October 2009 SE London Housing Market Bulletin for a one bedroomed flat in SE6 is £650 per month. 80% would be £520 – i.e. £120 per week).

· RSLs and developers will notify boroughs of intermediate rented housing schemes at the point that the new homes are marketed – i.e. before completion. This is to allow boroughs the opportunity to refer households to the scheme and to ‘signpost’ applicants (e.g. to promote schemes through Choice Based Lettings publications).
(Choice Based Lettings publications may be used as a marketing device. Only with an agreement between the individual borough and RSL would Choice Based Lettings be used to select and nominate households).

10. Common priorities

Across the sub region our objective is to maximise take up of low cost home ownership by existing Council and housing association tenants. In this way accommodation is freed up that can then be occupied by households in acute need. Currently take up by existing tenants is less than 10%, with significant variations between different housing associations. 
We have recognised that being on a local authority housing register is not necessarily a good indicator of need and that prioritising households on local authority registers can sometimes have the effect of generating otherwise unnecessary applications to those registers. Hence households on local authority registers are split into 2 categories below (nos. 2 and 6).
The priorities below are consistent with national and regional priorities. They apply to intermediate rented housing as well as low cost home ownership – though it is recognised that demand for intermediate rented housing from existing social tenants may be minimal.
Our priorities are in the following order:
1. Existing Council and housing association tenants resident within the sub region.

2.
Households registered for rehousing with one of the 5 local authorities and recognised as being in housing need e.g. due to homelessness, overcrowding, medical reasons and harassment. This would include leaseholders who are being decanted as part of regeneration schemes. The appropriate band levels for the respective local authorities are 
Bexley
1, 2 and 3.

Bromley
A, B and C.

Greenwich
A and B.

Lewisham
1, 2 and 3
Southwark
1, 2 and 3.
Whether explicitly contained within these bands or not, this priority level should include “junior” households within social rented housing whose rehousing would result in the social housing they vacate being no longer overcrowded.
3.
Key workers that are within the current definition used by the Government (for Key Worker housing). Key workers will be eligible if they provide a service to residents of at least one of the 5 SE London boroughs – hence they will not necessarily already live in the sub region nor will they necessarily work within the sub region (e.g. staff at Kings College Hospital provide a service to residents of Southwark, but are based in Lambeth).

4.
Existing shared owners who are currently overcrowded or underoccupying.

5. Key workers that are outside the Government’s definition -  and that are recognised as providing key services and having a recruitment and staff retention problem
This category is currently defined as:

‘Those employees of NHS Trusts, (state) schools, the Metropolitan Police, the Probation Service, the Prison Service, as well as local authority planning and social work practitioners that are not categorised as ‘key workers’ for housing purposes by the government..’
6. All other households that are registered for housing with one of the 5 local authorities

Our target is for 100% of the take up of shared ownership to come from these groups. In particular we wish to maximise take up from existing Council or RSL tenants, our aim being that 20% of take up should come from this category. We will use the annual monitoring of RSL sales to review the performance of individual RSLs in meeting these priorities and to seek consistently good performance.
11. Affordability

In order to make the greatest strategic contribution it is essential that intermediate housing is affordable to the groups we have identified as priorities. This means that intermediate housing needs to particularly cater for the 62% of the population that has income of less than £30,000 (according to Strategic Housing Market Assessment, 2010). 
National or regional advice on income levels is issued to ensure the inclusion of the most expensive areas (such as inner West London) – however, in SE London, households with incomes of £49,000 or £74,000 can access open market housing and are therefore not relevant to intermediate housing. 
In 2005-9 the average income of households accessing shared ownership in SE London was below £30,000 In early 2010 the average price of 1 and 2 bedroomed flats in some wards in SE London was still below £120,000. 
There is no universally agreed approach to affordability and there are risks in adopting of a sub regional approach that is not mirrored elsewhere.  However greater consistency could be achieved – e.g. by reference to the CLG’s guidance for Strategic Housing Market Assessments that cites 25% of gross income as determining the affordability of rent and multiples of 3.5 (single) and 2.9 (couples) for affordability of house purchase. Many other models refer to 40% of net income.

Therefore:
· Intermediate housing schemes should be developed with reference to the income levels of those tenants with the potential to access low cost home ownership and to key worker salary levels. Information generated through the SE London Strategic Housing Market Assessment is available to support this.
· A consistent view of how affordability is assessed is encouraged, for example in planning policy.

Intermediate housing should be just that – i.e. its cost lies between the social rented sector and the open market.  It must be affordable to households who could not otherwise access the cheapest properties in the local housing market rather than offer an option to households who can still afford market housing.

RSL and other providers offering shared ownership will need to be able to offer reduced levels of equity and to ensure the low percentage levels for the rented element. For example for properties with a value of £200,000 or above an equity share of 25% should always be offered. Households’ housing costs include service charges and providers should ensure these do not have the effect of making schemes unaffordable for priority households.
· Boroughs will not necessarily endorse or promote schemes that do not clearly offer purchasers advantages over acquiring properties on the open market.
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