[image: image1.png]housing partnership




A Review of 3 SE London Housing Partnership programmes
Introduction

The purpose of this paper is to review 3 particular programmes that were conducted on a largely sub regional basis and that have made a direct contribution to increasing housing supply or to tackling overcrowding. For all 3 programmes current funding ended in March 2011 and, crucially, the purpose of this paper is therefore also to consider options for continuing programmes in 2011-15. 

The programmes are:

· Extensions and de-conversions

· Settled Homes Initiative

· Homes Out of London

These are not the only programmes to have been run successfully or innovatively in SE London during the 2006-11 period. Targeted Funding Stream programmes relating to improving conditions for vulnerable households living in the private sector are not included in this review. Any review of schemes such as Equity Release will be subject to a separate paper.

Funding sources

There are important differences in how the 3 schemes were funded:
1. Extensions and de-conversions were part of the Targeted Funding Steam that was paid over to the sub region to manage. (The Targeted Funding Stream was government money that was directed according to the wishes of the Mayor of London). Once funding was received, the partnership therefore had complete control of this programme. Since grant was allocated at a fixed rate that represented less than the cost of each extension and de-conversion boroughs also had to make a contribution on a scheme-by-scheme basis.

2. The Settled Homes Initiative was part of the Targeted Funding Stream but continued to be held and controlled by the Housing Corporation/HCA even though the bidding for the scheme had come from originally LB Bromley and then LB Bromley/SELHP. Because the programme was run by housing associations the funding in practice also therefore included an element of housing association borrowing. Boroughs were also able to invest their own resources.

3. Homes Out of London was part of the HCA’s main London programme that was allocated to housing associations. As with the Settled Homes Initiative it involved an element of borrowing from housing associations. Local authorities and the partnership had no direct control over the funds and made no (capital) contribution.
Review of the programmes
Below, each scheme is considered separately – on the basis of background, outputs and future options.

Extensions and de-conversions
Background

This programme was confined to local authority stock. For housing associations wishing to undertake extensions and de-conversions funding was available from the Housing Corporation/HCA. Housing associations were strongly encouraged to bid for funds from the Housing Corporation/HCA and L&Q, Hexagon, FamilyMosaic and Affinity Sutton are known to have done so.

Criteria for the programme were agreed by the SELHP Directors Group, and published, while day-to-day management and monitoring of the programme was carried out by the SELHP Co-ordinator with representatives of the 3 boroughs that were running programmes. Reporting to the LDA/GLA was carried out by the SELHP Private Sector Projects Co-ordinator as part of the quarterly returns about the wider Targeted Funding Stream programme held by the partnership.
The 2006-8 programme was administered by LB Greenwich, whereas the 2009-11 programme was held and administered by SELHP.

The criteria and funding arrangements were subject to some adjustment during the course of the programme but remained unchanged for the last few years. They included the following
· Grant per unit of £80,000 for 2 bedroomed extensions and £40,000 for 1 bedroomed

· The allocation for 2009-10 and 2010-11... based on the ratio .... of two 2 bedroomed extensions for one 1 bedroomed extension. We treat this ratio as a guideline but do not wish to see delivery of a particular type of extension and de-conversion hindered by an unduly rigid application.

· The purpose of the programme is to contribute to tackling overcrowding. Larger homes created by the programme should therefore be let to overcrowded households.

· The following are eligible for funding:

1. Extensions – by 2 bedrooms or more

2. Extensions – by 1 bedroom as long as resulting home has 3 or more bedrooms.

3. De-conversions

4. Creation of 3 bed or larger homes from ‘dead’ or non residential space

This also represents a priority order should it be necessary to ration the programme at any point.

· Extensions may be carried out on void or tenanted properties. Boroughs are particularly encouraged to ascertain whether the homes of any overcrowded tenants can be extended with the tenants in situ.

· Extensions may involve new building e.g. at the rear or side of an existing property but may also involve use of ‘dead space’ e.g. loft space knocking through into adjacent laundry or drying space that is no longer in use.

· De-conversions are treated, for the purpose of allocating funding, as equivalent to extending a property by 2 or more bedrooms provided that a 4 bedroomed or larger home is created and that the de-conversion results in an overall increase in the number of bedrooms in the whole dwelling.

· All extensions and all de-converted properties should comply with Decent Homes standards and in the case of extensions by 2 bedrooms should normally include additional facilities such as WC and shower.

· After any existing commitments have been allowed for, funding is initially allocated on a notional basis only – e.g. split evenly between boroughs. However funds are only transferred once firm commitments have been made – in this instance, a point not before works orders or contracts have been issued. Hence the final profile of the programme may largely be determined by where delivery was greatest.

· Re-distribution of funds beyond the initial notional allocations is subject to agreement ...... Notional allocations will not normally be retained by a borough if it has no further commitments to make but another borough does.

Outputs
The total grant allocated to the programme over the period 2009-11was £3,873,000. This resulted in the following number of extensions and de-conversions:

	Greenwich
	Lewisham
	Southwark
	TOTAL

	25
	9
	22
	56


The homes created were:

	3 bed
	4 bed
	5 bed
	6 bed
	7 bed

	7
	21
	21
	5
	2


The profile of the programme has varied across the sub region:

In Greenwich the focus has been on extensions. This arises from the nature of much of the stock in Greenwich (e.g. ‘cottage estates’) but significantly also as a result of:
· Systematically reviewing whether tenants registered as overcrowded occupied properties that were capable of extension.

· Systematically reviewing whether void properties appeared to be suitable for extension.

Lewisham did not initially participate in the programme, due to the lack of available match funding. The programme has therefore been confined to 2010-11 and has been based on de-conversions.

In Southwark the focus has been on de-conversions (mainly of large Victorian properties that had been split into smaller flats). The profile of the programme in Southwark, like Greenwich, arises mainly from the nature of the Council’s stock.

Across the programme it was found that:

· Extensions were more frequent and more efficient when they involved constructing additional rooms at the side or rear of a property than when they involved loft conversions.

· It was possible to combine de-conversions with Decent Homes programmes

· A small number of extensions were carried out to provide suitable accommodation for households that included children with disabilities. These extensions represented a cost effective way of providing suitable accommodation for such households.
· The unit mix created by the programme (above) compares well with the HCA’s new build programme where the vast majority of new homes with 3 bedrooms or more are 3 bedroomed but also with the Out of London scheme where approximately half the properties freed up were 3 bedroomed. 
Options

Boroughs did have the option of bidding for resources through the HCA’s 2011-15 programme. With the HCA advising that grant per unit was unlikely to exceed £30,000 all 3 boroughs felt unable to make the necessary commitment to make a future programme viable.

Settled Homes Initiative
Background

The origin of the Settled Homes Initiative in SE London was LB Bromley’s programme in 2008-9 with Affinity Sutton and Town & Country (with the latter’s properties being managed by Chislehurst and Sidcup HA). In 2009-11 the programme was extended to the rest of the sub region though Affinity Sutton withdrew and eventually Viridian became involved.

‘Settled Homes Initiative’ was coined by the Housing Corporation and GLA.  Previously this sort of scheme had often been referred to as ‘Temporary to Permanent’.

Agreements drafted by LB Bromley formed the basis or template for the scheme. However many housing associations in SE London expressed a reluctance to get involved citing the level of grant per unit of £55,000 as requiring a level of housing association subsidy or borrowing that was not viable. Other housing associations expressed a reluctance to become involved in delivery, and management, of what they perceived as a new product. 

The 2008-9 programme was based on an assumption of investment of £20,000 by local authorities. 

The concept of the Settled Homes Initiative is relatively simple:
· Properties are bought on the open market

· Properties are let at rents close to market rent (by reference to Local Housing Allowance) to households nominated by the local authority

· After a period of time (e.g. 15 years) the rental income is such that it is possible to convert the tenancies to permanent Assured Tenancies at target rent

· Having a portfolio of properties results in some flexibility – such as the possibility of some cross subsidy including from the prospect of some future sales

With the involvement of Viridian in 2010 the scheme also started to include new build properties.

Outputs

The 2008-9 programme of 31 homes was confined to LB Bromley. 

For 2009-11 the HCA confirmed that £16.5m was allocated to the Settled Homes Initiative in SE London – i.e. to produce 300 units at a cost of £55,000 per unit. 
The final 2009-11 programme funded from the HCA was as follows:
Town & Country
  71
Viridian

179



250
The original Viridian allocation was 208.

Viridian’s final programme was as follows:

	
	Purchase and Repair
	New Build
	Total

	Bromley
	28
	39
	67

	Greenwich
	14
	17
	31

	Lewisham
	26
	29
	55

	Southwark
	 0
	26
	26

	TOTAL
	68
	111
	179


Town & Country’s final programme was as follows:

	
	Purchase and Repair

	Bexley
	10

	Bromley (08-09)
	31

	Bromley (09-11)
	61

	TOTAL
	102


The programme did not deliver the 300 it was originally allocated. However until mid 2010 a Town and Country programme in Bromley and Bexley was all that existed. In practice the level of programme secured by Viridian in a short space of time represents a significant achievement. Indications are that the level of programme achieved compares favourably with elsewhere in London.
Lettings to Settled Homes Initiative homes have been carried out through Choice Based Lettings. The homes, despite their rent levels, have proved popular and no problems about lettings have been reported.

Options
The HCA’s prospectus for the 2011-15 programme made no reference to any future Settled Homes Initiative and neither did the supplementary guidance provided by the GLA. The message has been that “Affordable Rent” is the ‘only game in town’. Nevertheless:

· for Registered Providers the 2009-111 Settled Homes Initiative involved less risk, subsidy and borrowing than the “Affordable Rent” programme will

· the Settled Homes Initiative offers flexibility that the “Affordable Rent” model may not be able to. For example:

· It is not restricted to a percentage of market rent. Therefore for households in receipt of benefits, who currently appear to be the group most likely to occupy “Affordable Rent” homes, there is no need to charge anything less than the maximum rent payable by Housing Benefit, provided that from 2013 the housing costs can be contained within the government’s overall benefits cap.

· The ability to dispose of units from a portfolio and to re-work the overall model so that conversion dates go backwards or forwards offers scope for reducing rents for tenants that find employment and who would otherwise be caught in a poverty trap.
· It is currently based on conversion to target rents in approximately 15 years. However it seems very unlikely that the target rent regime will still apply at that stage and that there is therefore scope to model the scheme on slightly higher rents than originally envisaged. (It is not necessarily proposed that rents would be at “Affordable Rent” levels however.)  

· It is not difficult to imagine a variant of the Settled Homes Initiative that adopts some of the characteristics of a Rent to HomeBuy scheme, whereby existing occupants have the option of buying part of the equity in the home.

Homes out of London

The SE London Homes out of London programme is subject to a separate more detailed review that offers a more comprehensive view of the issues raised and the lessons learned. For the purposes of this paper focus is therefore on some of the more ‘headline’ aspects. 

Background
Homes Out of London was a HCA London programme (2009-11) implemented at the behest of the GLA in order to contribute to tackling overcrowding.
SE London had the largest programme in London.

Demand for Seaside and Country Homes and very clear indications from the SE London Strategic Housing Market Assessment signalled that for SE London residents the main area of choice was Kent. A 10 unit scheme was therefore piloted with Town & Country HA in 2009-10 with Shepway (Folkestone) and in 2010-11 this was repeated in Shepway but also extended to the Herne Bay and Dover areas.

The programme was based on purchasing 2 bedroomed properties in Kent, typically and most popularly bungalows, and offering them to under occupying social housing tenants from SE London who then freed up 3 bedroomed homes or larger.

Liaison and agreement with the 3 host authorities in Kent was vital. 

Allocations to the programme were managed through the sub regional Perfect Fit under occupation scheme. With hindsight it is difficult to see how the allocations could have been successfully handled without Perfect Fit.

Homes Out of London was a GLA-initiated programme for the whole of London. Opportunities were therefore offered to other sub regions to use the properties in Kent but no referrals were forthcoming.
Outputs
Confirmation of the profile of all the households that moved awaits the last 2 households as well as a few lettings that arise from agreement with host boroughs that they would have 4 bedroomed houses to nominate their own overcrowded household to in return for use of the subsequent voids or their equivalent.
The initial indications are that about half the properties freed up were 3 bedroomed and about half 4 or 5 bedroomed and that a majority of households moving were below retirement age and were in employment.

A total of 38 properties were purchased (2 purchases fell through late enough to mean that they could not be substituted):

Shepway (2009-10)

10

Shepway (2010-11)

10

Herne Bay (2010-11)
10

Dover



  8

Options

Town & Country have included an Out of London scheme in their offer to the HCA. We anticipate that the HCA will enter into a contractual arrangement with Town & Country in the near future and that subject to agreement with the host authorities a further round of the programme can commence.

It is proposed that discussions be held with Shepway Borough Council and Canterbury Borough Council (for Herne Bay) but not Dover. (Demand for the latter has been weaker than the other two).

A database of tenants who wish to move through the Out of London scheme is still held by Perfect Fit. These tenants have been sent a questionnaire that sought to establish their interest in moving to homes that would be charged at “Affordable Rent” (i.e. approximately £140 per week for a 2 bedroomed property in Herne Bay). 43 out of 81 tenants on the data base responded. Only 8 out of the 43 respondents categorically stated that they would no longer consider a move because the rents would be too high.
The questionnaire responses indicate that there is still significant demand for properties through the Out of London scheme, even at higher rents. However:

· it is not possible to establish whether the 43 respondents were representative of all 81 households

· it would appear that the respondents have a profile that is relatively older and less likely to be in employment than  those that have actually moved

· because applicants have been prioritised on the basis of the size of property they have released it is possible that the properties that would be released by households remaining on the database  are relatively less ‘valuable (i.e. they are predominantly 3 bedroomed homes).

Of all 3 programmes reviewed in this paper it is the Out of London scheme that has the best and most immediate prospects of continuation. The key ‘infrastructure’ for the scheme is still in place:
· a partner housing association with access to further funds, a good track record and knowledge of the relevant housing markets

· relationships with host boroughs

· a database and the means to allocate homes and facilitate moves to them in the form of Perfect Fit

Conclusion
1. All 3 programmes have brought benefits; all have proved particularly popular with tenants and applicants, often offering housing options and choices that previously did not exist.
2. There is currently no prospect of government, HCA or GLA funding being made available to local authorities to continue programmes of extensions and de-conversions to their own stock. For boroughs with an interest in continuing programmes their main options are s106 funding (commuted payments) or the Housing Revenue Account. In Greenwich in particular a programme of extensions has had momentum for several years; this kind of momentum will not always be easy to build up again even if boroughs can find some resources.

3. A case for utilising commuted sums to fund extensions and de-conversions could find a basis in the unit mix that has been achieved by this programme. If new build programmes are not delivering the ratio or numbers of 4 or 5 bedroomed homes that may be needed and that may be sought through planning policy then there might be a case for using commuted sums to redress that imbalance. (In some boroughs similar approaches have been mooted about seeking commuted payments from schemes that fail to provide wheelchair accessible homes and then using those funds to adapt existing stock accordingly).
4. The Settled Homes Initiative has been made to work in SE London both by purchasing existing homes and by new build. It is likely that similar schemes have been made to work elsewhere in London. It is suggested that the HCA and GLA may find it worthwhile to conduct a review of the programme to establish whether there are aspects of the programme that can be incorporated into the “Affordable Rent” model or that ultimately offer a more sustainable model altogether.

5. Boroughs may wish to consider whether a version of the Settled Homes Initiative is sufficiently beneficial and cost effective to merit use of commuted payments or if indeed planning policy (presumably via Supplementary Planning Guidance) should be amended to allow (grant free) models of the Settled Homes Initiative to meet at least part of developers’ affordable housing obligations. Partner housing associations could be invited to model what a Settled Homes Initiative through the planning system might involve.

6. The means exists for a continuation of the Out of London scheme. The relationships with host boroughs are central to this; without them there is no prospect of anything other than a very short term or one off arrangement. Because it is understood that host boroughs may be sensitive about the profile of the households using the scheme and because releasing 4 or 5 bedroomed homes is a more beneficial outcome than releasing 3 bedroomed homes it is suggested that a fresh marketing exercise take place prior to the re-commencement of any programme.
Dave Shiress. July 2011
