Draft 
SE London Boroughs’ advice to Registered Partners about the provision of new affordable housing through the “Affordable Rent” model
SE London boroughs have for some years provided collective advice to housing associations that coincides with the publishing of a prospectus by the HCA/Housing Corporation. In 2011 RPs are still advised to refer to the SE London Guide for RSLs and Developers, however the introduction of an entirely new funding regime means that the initial advice from boroughs relates solely to the new arrangements. 
We are still modelling the local implications of the HCA’s framework, as well as awaiting clarification of the local authority role, and the following advice is therefore best regarded as interim and initial:
· The SE London Housing Partnership provides a 6 monthly Housing Market Bulletin and it is suggested that the rental data in this document be utilised as the basis for calculating “Affordable Rents”. Based on data in the bulletin, the partnership has also modelled various levels of market rent and their relationship to Local Housing Allowance and local incomes. It is also strongly suggested that RPs tailor their proposals to best reflect the housing requirements described in the SE London Strategic Housing Market Assessment.
· In line with guidance, the Strategic Housing Market Assessment bases affordability on households spending 25% of their gross income on housing costs. (Please also see Appendix A for some indications about affordability based on 30% of gross income). We recognise that some households in London spend higher proportions of their income on their housing costs and that RPs may wish to model affordability accordingly – however we recommend adopting particular caution if basing modelling on more than 30% of gross income.
· Any RP programme in SE London needs to include an element of social rent at target rents. This is in order to:
· Cater for decants

· Cater for under occupiers

· Cater for other priority households – e.g. those fleeing Domestic Violence, acquired injuries, other emergency transfers
· Cater for the majority of working households (i.e. unable to afford market housing, even lower quartile, without relying on Housing Benefit and being caught in a ‘benefit trap’). Please refer to Appendix A.
· Provide 3 and 4 bedroomed homes

RPs should agree their proposals with individual boroughs as boroughs may still have particular requirements beyond these headings and RPs will need to understand them.
· RPs should normally avoid including any homes charged at rents above Local Housing Allowance (LHA) levels in their programmes. They should also avoid setting rents in a way where there could be a future risk that those rents will be higher than LHA level. 
· RPs should not base programmes on rent levels that risk households being evicted and being referred to borough for assistance. In particular RPs therefore need to be aware of the implications of the proposed universal benefit caps.

· There are no immediate plans to amend borough planning policies and therefore existing affordable housing requirements and definitions are likely to still apply.

· It is assumed that nominations for “Affordable Rent” homes will be through borough Choice Based Lettings schemes.
· RPs are encouraged to adopt as innovative and flexible approach as possible. For example, they may wish to consider an approach based on the SE London Settled Homes Initiative whereby rents are charged at Local Housing Allowance level until such time as a target rent can be charged. 
· We wish to maintain as much local RP development capacity as possible and encourage RPs to work in partnership, possibly in consortia.
· We have a preference that any surpluses generated from charging 80% market rents on re-lets will not be utilised beyond the sub region, and ideally would be used within the borough they were generated 
· Boroughs do not wish to experience a reduction in the number of nominations they receive to social rented housing. Boroughs are willing to discuss with RPs any potential linkage between charging 80% market rents on re-lets and making better use of their stock, increasing ‘churn’ and increasing overall lettings activity e.g. by improving performance on unauthorised sub letting. 

· It is assumed that housing associations without a HCA funded development programme would not charge other than target rents for re-lets.

· RPs should consult with boroughs about any proposals based on disposing of existing properties at an early opportunity. It should not be assumed that borough support for a programme of disposals will be forthcoming.   We have a preference that any surpluses generated from disposals will not be utilised beyond the sub region, and ideally would be used within the borough they were generated 

· RPs are reminded that all boroughs continue to have a particular requirement for larger family homes and for wheelchair accessible homes. Tackling overcrowding and homelessness remain key objectives and RPs are for example encouraged to bring forward programmes of extensions in response to the needs of overcrowded households.

Appendix A
According to the SE London Strategic Housing Market Assessment (SHMA) the median household income in the sub region is £22,000 – i.e. 50% of the households in the sub region earn less than £22,000. 

If a household uses 30% of its gross income on housing costs (i.e. more than the 25% modelled in the Strategic Housing Market Assessment), then 50% of the population cannot afford to pay more than £126 per week towards their housing costs.

The data from the SHMA also indicates the median incomes of households requiring particular property sizes:

1 bedroom

£17,500

2 bedrooms

£27,500

3 bedrooms

£29,000

4 bedrooms

£29,000 

Generally, target rents are affordable to households on these median incomes. 

Analysis of CORE data about the household incomes of new RSL tenants in SE London indicate that about 30% of new tenants received no state benefits and on average earned between £24,883 (1 bedroom) and £31,227 (3 bedroom).
