Affordability Commission
Cabinet — 10/05/2016
Appendix 3 - Preseﬁtations
1. Housing need and affordability
2. Council Led Housing Development and Making Best Use of

Existing Assets — The Challenges and Interaction between
Viability, Affordability and Business Plan Capacity
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Housing Policy & Affordability
Commission

Meeting 1 - Wednesday 16t December 2015
Housing need and affordability

Martin Ling — Housing Strategy Manager

Overview of Tower Hamlets
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Population overview

« 2011 Census day population estimate 254,100, an
increase of 29.4% since the last census.

» Population density — 4" most densely populated
regionally and nationally with 12,845 residents per
square kilometre.

» 19,040 Tower Hamlets residents (7.5%) had a
second address outside the borough. re usually
residents elsewhere.

» Population expected to rise to over 370,000 by
2035
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Changing Tenure

Tenure 2003 % 2011 % 2014 %

Owner occupled | 27308 31% 25329 23% | 27179 | 23%

Counch owned 24200 28% 12500 12% | 12087 10%

|Reglsterd 17828 20% 26484 24% | 30540 | 26%
Provider
PRS 17513 20% 41870 3% | 45978 9%

tal 87349 108183 118128

hared ownershipf 500 1% 2000 2% 2340 2%
o
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London SHMA projections — Per year

Housing Type Number %
Market Housing 23,217 48%
Intermediate housing 9,902 20%
Social rented housing | 15,722 32%
( including affordable
rented housing)

48,841 100%
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TOWER HAMLETS

Housing Type Number %
Market Housing 19,400 32.8%
Intermediate housing 2,500 4.4%
Social rented housing | 36,300 62.8%
{ including affordable
rented housing)

58,300
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Measuring Need - Waiting List
{Includes over 2000 households in tamporary
accommeodation)
April April April April
2011 | 2012 | 2013 [APT12014] 3444
Band 1 2,638 | 2,480 2,364 2,073 1,978
Band 2 9,457 | 9,325 9,339 9,225 8,720
Band 3 7,988 | 8,471 9,358 8,127 9,087
Band no longer
Band 4 3,053 | 3,109 3,353 exists
TOTAL 23,136 | 23,385 24,4141 20,425 19,783
lma.un a £ Ny &
TOWER HAMLETS

Annual Social Housing Lettings

Lets by bed

size 1011 | 112 | 1213 | 13na | 1ams
Bedsit 168 a8 106 88 78
ULC 816 | 854 | 840 | 652 722
cLC 799 | 1013 | 843 | 699 662
3 Bed 361 545 | 432 | 361 313
4 Bed+ 108 | 203 | 214 | 107 97
TOTAL 2252 | 2,703 | 2.435]  4.807| 1872
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LBTH - Affordable New Build Housing
Delivery

Total | Social | Affordable Total

Rent | Rent Rent Intermediate,| Total
2010111 323 | 323 323 646
201112 | 1597 | 1597 YA 1968
201213 | 384 | 382 2 185 569
2013/14 | 380 | 303 87 11 581
201415 | 463 | 242 221 147 610
2015/16

{Forecast), 965 | 374 531 358 1323
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Projected Housing Growth
21,885 2,885 1641 1,642
2,885 571 3016 4658
2.88% 8655 I.E 4,191
118 11 540 5,901 1092
1885 14,478 5971 20,063
2,885 17,310 770 21311
2,85 0,195 5,520 32853
2,885 13,080 411 36,968
2,885 25985 3428 40,793
2885 28,850 2,187 41,9%
2395 1,918 2,083 45064
15 U620 1,056 FYRTT
2385 31505 pil) AT B66
2,385 40,250 i) 48.139
21,885 4 !‘ZTS 1049 49787
1888 46,160 928 50.715
805 49,043 674 sLimy
0 1805 51,930 42 51831
0 2885 54818 360 52,199
g 1,885 5%,uo 268 52,464
o YT 60,585 520 sam
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1 bed flat for sale
Knotisiord Street, London E2
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Property detals Floorptan Map & panty Street vew
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£300,000 I Buyprogarbes beiow §
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ELMS
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454 Bemnal Green Re.
Call 020 3318 i
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bed property for sale £1,100,000
i Seed, Golumbia Road E2

o

Propeay deimls  Floorpan  MapRnewty  Staeivew  Avastasls Locslwibo Marhated by

Egxions . SHOTRGHCH brrw o wrepwts bu as'at
4640 Cumun Road, Longon, EC2A Jaa

Call 020 3318 6437

Request Detalls
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Studio for sale £299,999 H ormsyverenen rmn
Dusrwks Weaf, Isie Of Dogs €14
Dogs o yomt (4odl nvem ol i
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bed flat for sale E3,000,000 1 Bxeiweertes beiow matie veby
“Pennsu.a Square, London E14 Chuth voul ¢rwdl $CotE 2
Property deiads Floorpian  Map&remby  Steeiwew  Amastals  Localwndo Uarheiod by
0 Chase Evans

Chaye Evans Pon Pennsuls ioes a9 presers o

]
CNnase Evan Fan Penunguly 1 Maharbow,
Lendon, E14 0P

Call 020 3641 4650
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Local Rents - Overview

1 Bed 28ed |3Bed |4Bed |5bed

2015/16 LBTH Social
Rents - Council

2014/15 Social Rent
Housing Association

£99 £112 |£126 |E141 |£157

£138 £146 |£154 |£162 |E£170

2014115

Affordable rent £206 £244 |£266 |£284 |£312

2014/15 Local Housing

Allowance £255 £299 |£351 |E413 {£413
0

f:;g‘ls 80% Market | .o-( e T

2014/15 Market rents | £317 £442 [£531 |£604 |£694
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Local Housing Allowances

Local Housing Local Housing
:ﬁ:;:no dation Allowance Allowance

{April 2014, weekly} {April 2015, weekly)
*Shared
Accommodation £98.16 £102.09
1 Bedroom £254.80 £257.35
2 Bedroom £299.34 £302,33
3 Bedroom £350.95 £354.46
4Bedroomand | py49 g9 £417.02
above

2 Roor 10 sl i Wallwood St |oscdon (14 JAAGEIAY = Joopls =
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Room to rent £498 pcm {£115 pw)
Walwood Street, London E14 Check vour credi regort
By ez By

Praperty deials Map & naarby Sireel wew Arna state Lecslinfa

ZOOpIG Farcale  Taorenl  Housepnces  Newhomos  Comimercial Overseas

Bt fmat B

Hacsforeuts

Ritiobed by

A
CityMove

Sy Move FA11R =
449 Roman R4, Londge

Uember ol

PRS

Call 020 8022 i
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Themas Road, |.ondon E14
Ba3 e

3 hed shared accommodation to rent

Propenty detals  Map Enearty  Strestview  Aroastats

£700 pcm (£162 pwy) W Checkbrosdband sved

Chack your credsl recort

Local mia

221 bed 1t Eo eenb w Krkowall Macr, tondon E3 - 3877758 - Toosds - Wisdews Latemet Explorer provided by Londos Boroagh of T RS

- Busklarenly

Marnyied by

FROPEATIES

Domicte Proos s )
108 ¥/haechapH Road

Call 020 8022
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Forsale  Torend

Zoopla

1 bed fiat to rent
Hitkwall Place;, London E2

oy

Frepary detuly Map & naarby Steent waw

Houze prices

New homes

£1,300 pcm (£300 pw)

Arna slaty

Chech your credit fevont

Local infa

Commertial

Overseas

TVR VRGP S |
Baexio regots

Karhated by

Afrmson Mcieod - Hat
]

294 Mare Steel E0 1€
Mambet of.

= @

Call 020 8128
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Home Your Options Am | Efigible? Find a Propesty Remster Information

i . Mocha Court, Bow, London, London - East, E3 2PQ
Search Properties
Full price £290,000 minimum share £67,000 (20%)
! ! . Atfurdable housing scheme Tesales {part buy part renT on 2nd hand homes)
R o G s
ir : Buaget caicutator O x =~
=X ~ Share < “""::,'r"
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L You s usind 3 biowasr natmnct =)
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 Nearest Tube Stations.
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T gend House prices New homes Cammercial rerseas

2 bed fiat to rent £1,733 pcm (E400 pw) M= ——— =T
Buckiast Streel, Bethnal Green E2 ChECK Your CTede oo
a3 ey My

Propaty detals MapEnsaby  Stestuew  Amasiats  Local inta Marketad by
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P2 Caramed € ourt, Bow, Loacdon, London - Test, 1Y 2P8| Two bedroom apartmest i Bl Sl D rolbies =
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Search Properties: F

'iHousmg Provider
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| Nearest Tube Stations
03mn  Bow Church
01m Pudding Ml Lane
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Carame! Court, Bow, London, London - East, E3 2
Full price £260,000 minimum shan

Two Decroom apartmen in Bow
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Affordability — It’s getting confusi

50% +

working Londoners.

tenants — Reducing the deficit, increasing affordability?

picture....

* Rents as a % of market rent or Rents as a % of income - 30, 40 or

GLA Rent guidance — twe products; a lower ‘capped’ rent

(50 % market rent)aimed at those most in need and a ‘discounted’
product (80% market rent or LHA) which is aimed at low income

1% rent cut for next 4 years for Council and Housing Association

In work benefits and the welfare cap further distort the

Housshold 1: Married parents with 2 chlidren of Junior school age, neither of whom are working

Annual Incomes at ditfsrentrant | 2 Bed Annual Incoms | Wiorting | Child | Child | Houstng | Councll | Veekly | Aanual

lavals Rent Support | tax tan banalit | benefit | tex income | Telel
credi crodit Suppart Income

201518 LBTH Social Rents iz 5814 11485 |0 M7E2| M40 |12 1788 308, 20614

Councl

264718 Souial Ferd CEDLWVEIS | L1986 TERZ TAES |0 ] EX L DAL EE I L

Ragistersd Provider

2014118 POD Affordable rent 744 12680 11488 |0 19752 3440 [2223 |71 |5i8 26010

hovals

201415 Local Housing Aliowanca | £299 15548 114865 |0 117.52| 3440 J2323 [ 17.18 518 28018

2074/18 BO% Mashal rents 354 18408 11485 |0 Nra|A40 j20333 Jiri1e (518 Fl)

Impact on atiordebility of each |2 Bed | Annual
rent level Rent alter %ol

Income | Rent ae | Commaentary - Benelit Sysiam assumes weekly (ncome o
C266pwiE 1 382200 ia o i baryord

contrnbing Lowerds the renl sa could be
ungftordebie . The recuction in he baneiit cep wil

s situation
TaTe0 | 8% -ﬁ.—-—.—_

rant income rwmw\lﬂ'l;x»\l’our-lrmmlr-l-mlyln
congidersd

2015/18 LBTH Socud Rents [31F] 5824
o)

|

EEERT TR

il

201415 Local Houmrg Allowsnce | £299 [1854a ]
L:o-msm_ugm-m T | 18408

2014/15 Socwel Aet Cap Loveis | £148 7802 TAT00 | A% | Aot
i
201418 POD Aftordatierent Iwvela | £244 | 12088 TaZ30 | 47% | Borderime affordatie sl prasent. with HB top up reqused

! from otner benefita. Rient wil be uneffordatse when

e

19/04/2016

13




-y

%
a —LJ

INVESTORS
IN PEDFLE

-
ABal INCOMes 81 Giierent rerk | 3 Bad Working | Child
levele tax ™

sredl cradit

Z0V/10LBTH Sociel Renta Tize 2014 ez
1]

201615 Sovial Rent Cap Leveis Tis4 384 |02

Rugisterad Provider

Z014/15 FOD AfGroatie rent ievels | 1268
Z014/15 Locsl Houting ABOwance
[ Z014/15 B0% Marhat rerts 425

38.14 171.02
30.14 171.02
3814 171.02

Impact oit atforsabiity of sach 3 Bad Arousl | Annual | Income | Rent as | Commentary: = Benefd SySteim SIS wibhly INCOMS
rant lovet Rand Total afer %ol af E292pwi 15196 pe is adeguate & meat all costs
intome | beyond rent snd councl tax. HB 1op up i tequived to
Sppon ol renia And Ay Iong B8 PErEON FeMALRE I work
sy will ba affordatie. [ the mamn safmner was 1o lose
This/her job Lhew they would fit b abis 1o stiord POD

ranis and above.

TEANTGLBTH Sociel Rents 128 B5A7 | 20003 | 2841 |2Z% | Allordable
[Councd____} I - =
701418 e et CapLaveis | £154 | D008 | 30649 | 3841 | s0% | Aordetle -

Hgistarad Provider

TIN5 POD Alloraatie rend (evals | 1200 13632 | 00673 | a8 [ 38% | Adfordetis

TS Local Housing Alowance | 354 18431 | 41428 | 22040 | 46% | Affordable

425 E‘IW 41428 19149 S4% Y'.. aab

2014715 B0% Mar ksl rerus

—
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Affordability — It’s getting confusing

« Home ownership - Salary x 3.5 plus 5% or 10% deposit?

« Starter Home ownership - Under 40and a 15! Time buyer
= 20% discount...

or

« Whatever you can afford.... ‘Everything is affordable to
someone’

19/04/2016
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Government Direction - Home
Ownership please....

» Definition of Affordable Homes —to
include Starter Homes

Registered Providers - Right to
Buy available to 1.3m tenants

Local Authorities — Sale of high
value voids and ‘Pay to Stay'

Higher stamp duty/tax changes for
Buy to Let landlords
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Summary

Families on full benefits only have access to exiting social
rented housing

Families in low paid work, reliant on benefit are at risk if
they fall out of work

Existing waited list reveals large numbers of households
excluded from the open market housing

SHMA forecasts majority of new homes have to be well
below market rents to be affordable to local people

19/04/2016
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Summary

Private rented sector provides an option for those who
don't qualify or don't feel it is worth joining local waiting
list

Many people in the PRS will be spending a large % of
their income on rent

Shared Ownership may provide a more secure option for
these people at similar costs

Provision of further affordable housing may be hindered
by the provisions in the Housing and Planning Bill -
more detail will be required.

19/04/2016
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London Borough of Tower Hamlets Affordable
Housing Commission

Council Led Housing Development and Making Best Use of
Existing Assets — The Challenges and Interaction between
Viability, Affordability and Business Plan Capacity
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TOWER HAMLETS

LBTH Council Housing Development — Challenges

= Housing Revenue Account (HRA) financial limits, capacity and debt caps

« Central Government policy changes - rent reduction of 1% for 4 years
(what will happen afier then?!)

+ Sale offlevy on high value voids

+ Importance of maintaining Decent Homes

+ Long term investment in housing stock and public realm
« High London construction costs

= Construction sector capacity issues

» Offering high quality new build homes at genuinely affordable rents,
catering for a range of local demand and need

+ Ensuring development and construction risks are well managed
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LBTH Council Housing Developmen
Opportunities

= Use of on-going Retained Right to Buy Receipts
+ Ability to borrow at competitive rates through the PWLB

+ Opportunity to set up subsidiary and arm'’s length development
company

+ Option to release and realise high land values for cross subsidy

« Potential for a wide range of LA owned and LA led development,
regeneration and renewal opportunities
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TOWER HAMLETS

Affordable Rents for Different Client Groups ?

Affordabla rent (net of servica charge)
Unittype 35% of MR | 50% of MR | 65% of MR | 80% of MR
1bed |Peranum | 4730 €  7032|f 9455|E MNN?
Perweek | £ 9]¢ 136 £ 81| £ 226
2bad |Peranrum |£  73IT{E 108IT| £ 14297 E 17T
Parweek | £ 1418 207) € T E k5|
Ibed |Peranmum |E  SPITEE  1321T1E AT4IT|E 24617
Perweek | £ 73] £ 5318 3L 44
Ahed | Perannum | £ 10359282  15487) € 20342{E 25217
Parwesk | £ 0318 29| £ 00| £ 483

19/04/2016
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LBTH Owned Site — Working Example

¢ 0.2 heclares, but no housing on the site currently

+ Bethnal Green- Close to local facilities and excellent transport links

« Brownfield site with significant abnormal costs

» Railway to northern boundary

* Requires vacant possession of light industrial site

* LBTH in-house capacity study indicates potential for 56 new build
units, with potential for more

*  Study unit mix - 13 x 1 bed, 14 x 2 bed, 24 x 3 bed, 5 x 4 bed

» All to London Housing Design Guide standards
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Viability comparison at 100% Affordable Rented
Housing

Nt

o [ 1 || e

No'ol scheme | valua AT Burplus
Rastiore secimto | Hiiis § |2 M""" cost per | (NP of | recepts ﬁ:‘d or defci | 1 348

unit | Income
siream —r

5% of MR 5 | £1735m | 310000 | 4%3m | 5im 10.15m | 719m | 1214m
50% of MR 56 | £1735m |£316000] 72m 52m 2dm | 4%5m | 1214m
B5% of MR 56 | E173m [EN100000 95Tm | 52m Wilm | 25 | 121dm
0% of MR 56 | E1735m [£210000 ] 11%m | 5Zm 17 16m i 1214m

«  35% lo 65% potential HRA scheme deficit of minus £2.5m
to over £7m

< Over £12m of net debt to the HRA - impact on capacity and
barrowing cap

19/04/2016




5 . 2 % —— 1
£ vy I, = 0
: INVESTORS e i
@ L3 INpEOPLE L P,n.-éwl‘

TQWER HAMLETS

Issues and Options

« Establishing financial viability

» Reducing debt burden to the HRA

« Increasing capacity to the HRA

* Releasing land value

« Participating in cross-subsidy and development profit

« Establishing development and construction partnerships
and realising cost efficiencies

« Managing risks effectively
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Incorporating Market Sale and/or Market Rent

* 56 units

« 38 affordable rent

+ 24 market sale

+ AR-9x1bed, 16 x 2 bed, 10 x 3 bed, 3 x 4 bed
+ Affordable rent levels between 35% and 80%

» Market sale — 8 x 1 bed, 11 x 2 bed, 5 x 3 bed

Starter Homes/Shared Ownership models can be built in

19/04/2016



Financial Comparison - 100% Affordable Rent v |
Tenure
Potential outcomes|  100% Affordable rent Mixed tenure.
Net debtto HRA £i2m £5.1m
Surplusideficit | Minus£25 tominus£7.2m Breaks even
Use of RTB receipts £5.4m £3.3m
No of AR units 56 3B
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TOWER HAMLETS

Unit Mix Comparison - 100% Affordable Rent v Mixed
Tenure - increase in unit numbers

100% AH |[Mixed tenure model (AR and MS)
Unittype AR AR MS Total
1 bed 13 9 8 t 17
2 bed 14 16 11 27
3 bed 24 10 5 15
4 bed 5 3 0 3
Total 56 38 24 62

=S
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Maintaining an Affordable Housing Mix in the Mixed
Tenure Scenario -

Rentlovel {per
Unittyps waskinetol | No'ofunits Potantial client grouphominations route
sorvice chage
thed at 6% ol MR | £ 181 4 Housing sl - 1 pass-timve weoriful! Sme work or on beneéts
thedat 8ol MR | £ 5 5 Itermediate renbhey workers
2bed 3t 5% of MR | £ X7 b Heouting ksl - nv pacttima worishll ime work o on benebts
Z2bed at 5% of MR | £ 74 0 Houmng e - o part-ume workfull bme work
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» Same size properties — but with differential rents?
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TOWER HAMLETS

Delivery Options

« Land development and construction agreements between LBTH
HRA and the private sector (land value cross subsidy)

+ Option for LA Subsidiary or Arm's Length Development Company
«  50:50 JV or partnership with private developer/investor

« Company could sell for market sale and/or hold for market rent and
covenant surpluses back to the Council

« Consider use of RTB receipts through delivery options
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What are Other Boroughs Doing?

» London Boroughs of Ealing, Southwark, Hackney,
Enfield, Newham, Barking & Dagenham, Camden,
Havering are all pursuing supporting mechanisms such
as DevCo's, SubCo's, JVs and land development
agreements to help address HRA capacity and risk

» Aim to maintain a good range and balance of affordable
rents, releasing of land value to enable cross subsidy,
participation in development profit and/or long term
income streams
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TOWER HAMLETS

Challenge for the LBTH Affordable Housing
Commission

* How can and how should LBTH secure and deliver the right
balance between limited HRA capacity, delivering much
needed new supply which is genuinely affordable to local
housing needs & demand and ensuring financial viability?

* How can LBTH establish a ‘holistic’, robust and viable housing
investment and development strategy and deliver genuine
social, economic and physical regeneration, and tackle local
housing need and demand?
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