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Affordable Homes Programme

� Shift from capital funding towards 
revenue-based model

� New ‘Affordable Rent’ product
– Higher rents (up to 80% of market)
– including conversions for new 

supply 
– An offer for households who only 

need 
support for a period of time

� £4.5bn (£2.3bn existing 
commitments)

� Aim of up to 150,000 homes
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Affordable Homes Programme

� Allocations announced July
– c. £1.8bn to deliver 80,000 new affordable homes
– 146 providers
– Not confirmed by provider or lower levels of geography yet

� Finalising contracts with providers through Autumn
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Rural delivery

� Strong previous delivery
– 3,702 in 2010/11 (115% of target)
– 8,993 in 2008-11 (106% of target)

� 2011-15 - 9% of programme

� Operating Area split not yet
published
– Proportion highest in South and 

South West
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Affordable Rent

� Main element of the programme
� Higher rents (up to 80% of market 

rents) mean increased borrowing 
capacity

� Flexibility in tenure (minimum 2 year 
fixed term) 

� Certainty of income/cost (RPI + 0.5%) 
for duration of tenancy

� Minimum 2 year fixed term, flexibility 
to offer longer tenancies
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Rent setting

� Market Rent based on individual property characteristics
– Using RICS methodology - forthcoming TSA/HCA/RICS user 

guide to assist
– Sufficient comparables in some areas?

� Up to 80%
– HCA agreed approach with individual 

providers - overall maximisation
– Fragile rental markets could be 

justification for lower
– Rents are higher but HB covers 

affordability
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Other options to meet local needs

� Affordable home ownership (shared ownership or 
equity loans) where this is a local priority and 
offers value for money.

� Funding for social rented housing may be 
considered in exceptional cases. 

� Other programme elements :
– Mortgage rescue
– Homelessness Change Programme
– Traveller Pitch Funding
– Empty homes

� Also separate funding for 
FirstBuy
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Where are the homes?

� Announced provisional allocations only by HCA 
Operating Area
– Once contracts signed will

know by ‘area’
– For ‘firm’ schemes know

by local authority
– As indicative becomes

‘firm’ will know by local
authority
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Who will be delivering?

� Allocations subject to contract 
and without prejudice
– Allocations by providers not 

announced

� 146 providers
– Housing associations
– Local authorities
– Housebuilders leading consortia
– Others

� Local authority contracts 
subject to self-financing
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Next steps

� Finalising provider allocations 
and signing contracts

� For providers whose offer was 
scaled back need to maintain
– geographic coverage 
– fit with priorities
– value for money

� Will allow more detail to be 
published in Autumn
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End of the beginning…

� The real work starts now

� Very different from NAHP

� Providers responsible for 
four year programme
– Delivery
– Meeting local priorities

� Flexibility from HCA
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The contract

� Guide to contract on HCA website

� Inherently and explicitly flexible

� Programme Changes likely to occur
– Can be proposed by either party or Regulator
– Key drivers:
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Flexibility in practice

� If conditions improve/assumptions proved to be 
conservative could 
– deliver more new homes (no additional funding)
– Same homes, less conversions

� If deteriorate fundamental principle that the 
provider has opportunity to remedy in the first 
instance. 
– Same homes, increased contribution from provider
– Less homes, (return allocation for use elsewhere)
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Programme management

� Completely new way of working
– Applying flexibility
– Delivering more homes
– Understanding programmes of delivery

� Ongoing engagement with local authorities
– Delivery aligned with local vision
– Opportunities to attract more 

supply

� HCA brokering role
– Linking providers with capacity 

to opportunities to meet local 
priorities
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Local tenancy strategies

� Requirement in Localism Bill from April 2012

� Covering what types of tenancy to offer in different circumstances 
and management of tenancies (e.g. end of tenancy options)

– Does not apply to other aspects of providers business (e.g. rent
setting or conversions)

� Providers required to have regard to them

� Local authorities and partners should 
be considering now
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Affordable Rent and Planning

� PPS3 revised in June 2011

“Affordable rented housing is:

Rented housing let by registered providers of social 
housing to households who are eligible
for social rented housing. Affordable Rent is not 
subject to the national rent regime but
is subject to other rent controls that require a rent of 
no more than 80 per cent of the local
market rent.”
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Conversions

� Crucial element to generate sufficient 
capacity

� No ring fencing of capacity but 
encourage providers to aim to invest 
in same wide housing market area

� Need to understand any legal 
limitations, proactive discussions with 
local authorities
– Planning restrictions (including 

exception sites and s106s)
– Nominations agreements
– Stock transfer agreements
– Funding agreements
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Demand

� How will higher rents and potentially shorter 
tenancies affect tenant demand?

� Rural areas could become comparatively more 
expensive

� Need to understand market 
thoroughly

� Early discussions on 
nominations
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Coverage

� Strong national coverage across six Operating 
Areas

� Indicative supply can be shaped and directed as 
it becomes firm
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Opportunities from new model

� A better dialogue between asset 
management, development, 
housing management and 
finance

� Wider range of options for 
private sector funding
– Higher revenue streams

� A delivery programme –
procurement efficiencies
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Discussion

� Rural issues
– Approach to planning – new supply and conversions
– Rent setting
– Demand for properties?
– Shaping location of supply?
– Others?
– Good practice in addressing these?
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