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ABBREVIATIONS AND DEFINITIONS 
 
ABBREVIATIONS 
 
ALG  Association of London Government 
ALMO  Arms Length Management Organisation 
AST  Assured Shorthold Tenancy 
BBU  Bed & Breakfast Unit 
CBL  Choice Based Lettings 
DCLG  Department of Communities and Local Government 
DOD  Discharge of Duty 
DWP  Department of Work and Pensions  
EHP  Extra Homes Pilot 
GLA  Greater London Authority 
HALS  Housing Association Leasing Scheme 
HAMA Housing Assoc iations As Managing Agents 
HRA  Housing Revenue Account 
HB  Housing Benefit 
ODPM  Office of the Deputy Prime Minister 
PSL  Private Sector Leasing 
RSL  Registered Social Landlord 
RTB  Right To Buy 
TA  Temporary Accommodation 
 
DEFINITIONAL CONSIDERATIONS 
 
 One of the challenges during the work has been the variable use of the key 

phrases ‘temporary to permanent’ and ‘temporary to settled’. 
 
 For the purposes of this report we take ‘temporary to permanent’ to refer to the 

status of the property i.e. a property that had been used by the public sector on a 
temporary / leased basis becomes a permanent social asset. 

 
 We take ‘temporary to settled’ to refer to the status of the occupants i.e. a 

homeless family on a non secure tenancy becomes settled by being offered and 
accepting an Assured Shorthold Tenancy and thereby the homelessness duty is 
discharged. 

 
 
COPYRIGHT 
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EEEXXXEEECCCUUUTTTIIIVVVEEE   SSSUUUMMMMMMAAARRRYYY   
 

INTRODUCTION 
 
1. THE BRIEF 
 

The brief for this project summarised the key tasks as follows: 
 
research to evaluate existing and prospective temporary to permanent models, 
provide an options appraisal and make recommendations on the most appropriate 
model/s for West and North London. This will include an assessment of the 
availability of capital funding options, and an assessment of the ways boroughs 
may be able to work in partnership, on a sub-regional basis or otherwise. As well 
as recommendations on models, which might be pursued by individual boroughs, 
we require a feasibility study to be carried out whether a sub-regional temporary 
to settled scheme can be delivered between 2006/08 

 
2. THE OVERALL CONTEXT 
 

The last five years have seen a substantial increase in the number of homeless 
families placed in temporary accommodation in London rising from some 45,000 
in 2001-2 to over 60,000 currently.  The figures recently appear to have stabilised 

 
For the 13 boroughs in West and North London who participated in this review 
the total volume of households in temporary accommodation is in the order of 
32,000.  Easily the largest percentage of this (in excess of 90%) is leased from the 
private sector sometimes through a housing association.  Social lets to both new 
tenants and the homeless have dropped somewhat during the same period. 

 
 The level of homelessness acceptances during the period has dropped more 

significantly across London.  Reports from the West and North London boroughs 
suggests a more variable position as homelessness prevention strategies kick in so 
for some boroughs the position has stabilised; for others numbers are dropping but 
for yet others there is still an indication of increases in acceptances.  The general 
assumption is that it is the prevention initiatives that have led to the volume of 
households in temporary accommodation stabilising.  Whether it will now lead to 
those numbers decreasing, remains to be seen.  

 
 Whilst there is no precise information on this point it is generally assumed to be 

the case that homeless families in temporary accommodation leased from the 
private sector are living there for considerable periods of time (in the case of 
larger families this can be a number of years) and enjoying the benefits of 
reasonably good standard accommodation and the stability of using local schools, 
health facilities etc for the time they are there. 
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For all the stability that is implied here these families are technically regarded as 
homeless for the duration of their stay.  They are also living in a high rent regime 
that militates against economic activity.  And as is discussed below the cost of 
such temporary accommodation provision is enormous. 
 
The consequence of all of which is that the Department of Communities and 
Local Government (DCLG) has announced that they would expect local 
authorities to reduce their use of temporary accommodation by 50% by 2010. 

 
There are four main ways in which the 2010 targets can be met: 
 

a) the prevention strategies kick in further and reduce the level of 
homelessness acceptances (though the impact on levels of temporary 
accommodation in use will not be immediate but may take some extended 
time to work through the system) 

b) the number of new lets of social housing increase reversing the decline of 
recent years 

c) homeless individuals and families are persuaded to accept a ‘qualifying’ 
offer of other private sector accommodation which means that the 
Homelessness Duty is discharged 

d) the stock currently in use as temporary accommodation or similar stock 
elsewhere is secured as permanent affordable accommodation 

 
Exploration of the potential of option d) is the subject of this review. 

 
The provision of temporary accommodation is funded through the Housing 
Benefit regime. Total spend in London has increased from £200M to £450M over 
the last four years and the key driver in this has been the use of accommodation 
leased from the private sector now topping £300M per annum.  
 
Temporary accommodation for homeless families comes under the so-called HB 
Cap regime which for the 13 boroughs covered by this report comes out on 
average at some £350 per housing unit per week.  Most rents come in at less than 
the local ceiling – few if any, however, would be regarded as affordable. 

 
Three challenges flow from this rent regime: 
 
a) simply cutting total spend as being too high which is one of the drivers for the 

2010 strategy and underpins the DCLG’s recent Extra Homes Pilot 
b) the obstacle that it places in the way of such homeless families becoming 

economically active when the rents are so high and whether provision for 
working families and individuals can somehow be factored in. 

c) whether the outflow of Housing Benefit can be reworked so as to repay a 
mortgage that has been secured to acquire some of the stock concerned and 
convert it to affordable social housing. 



 - 6 – © 2006/09 CIVIS CONSULTANTS – TEMPORARY TO PERMANENT ARRANGEMENTS 

 
The latter is the so-called ‘temp to perm’ strategy and is also the subject of this 
review. 

 
 SECTION B – THE REVIEW 
 
3. THE PROCESS 
 

Section B of this report summarises the review we carried out of current attitudes 
to and provision of temporary to permanent arrangements which primarily 
consisted of: 
 
Ø Detailed interviews with the thirteen local authorities in the West and 

North sub regions 
Ø Meetings with Housing Directors’ groups in both sub regions 
Ø Interviews with eleven current and potential providers of temporary to 

permanent accommodation 
Ø Meetings with the Housing Corporation; Government Office of London, 

the DCLG and the ALG and the GLA 
Ø Meetings with sub regional lead officers to discuss possible sub regional 

delivery mechanisms 
Ø Generating a finance model to assist in the evaluation of the various 

schemes and starting some early stage evaluation of the different models 
Ø Meeting with one of the major banks to discuss their appetite for funding 

temp to perm 
Ø A Stage One seminar attended by representatives of the 13 boroughs and 

the DCLG to discuss the findings to date and the next stages of the work. 
 
4. PREVIOUS EXPERIENCE OF TEMP TO PERM ARRANGEMENTS 
 

Seven authorities had previously engaged in temp to perm prototype activity.  
These schemes were mainly one-off and a response to specific market 
opportunities.  They were mainly seen as having only partially delivered on their 
original targets.   

 
5. MORE RECENT SCHEMES 
 

Two more recent schemes that have been developed are the Brent PFI scheme and 
Local Space in Newham.  Neither had been operational for any length of time 
during the review.  However, the general perspective of the boroughs interviewed 
was that neither would be replicable or represented the preferred model for temp 
to perm.  This was because the boroughs virtually unanimously were looking for 
temp to perm schemes that did not require an injection of their own capital funds.  
Both the Brent and the Local Space 1 schemes are based on a substantial up front 

                                                 
1 Local Space are now working up a new revenue driven model for use outside of Newham, their current 
borough of operation. 



 - 7 – © 2006/09 CIVIS CONSULTANTS – TEMPORARY TO PERMANENT ARRANGEMENTS 

capital injection.  Only one ‘revenue only’ scheme was operational during this 
stage of the review – Safe Haven in Ealing. 

 
6. LEVEL OF INTEREST IN TEMP TO PERM  
 

Despite the somewhat mixed experience of temp to perm to date, current interest 
levels are high.  Some boroughs have given significant consideration to what 
temp to perm might be able to offer..  At this point most boroughs are expressing 
an interest in a pilot scheme to give them a better chance to evaluate the 
effectiveness of temp to perm arrangements.  We estimate the current appetite for 
temp to perm as just under 4,000 units for the two sub regions. 

 
 The review asked at what level discussions on temp to perm were taking place 

within any given borough i.e. to what degree directors and members had been 
involved.  There was considerable variance.   

 
7. WHAT TYPE OF TEMP TO PERM  
 

The boroughs’ preference for temp to perm can be summarised as: 
 
Ø A revenue driven model which uses housing benefit to repay at least 50% 

of the loan taken out over a period of at least ten years and some times 
more 

Ø Primarily consisting of two bed units (c 50%) but with an interest in 3 bed 
units (c 25%); larger units (13%) and one bed units (10%).  It should be 
noted that the prevailing view during this part of the review was that a 
revenue driven temp to perm model would be most viable when acquiring 
two bed units in less expensive parts of London but might struggle with 
larger units and more expensive areas.  We asked boroughs to indicate 
need rather than their pragmatic view on what was achievable in the 
figures quoted. 

Ø Including some element of ‘affo rdable’ units. 
 
8. AFFORDABILITY 
 

Affordability is a key issue as self evidently temp to perm does not constitute 
affordable accommodation.  Most boroughs wish to see a percentage of affordable 
stock in any temp to perm scheme.  None of the current models allow for this. 
 
There are basically two approaches: 
 
Ø To incorporate in the model provision for some 10-15% of the stock being 

on affordable rents 
Ø To rehouse those families which become economically active. 
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9. A MULTI BOROUGH STRATEGY 
 

The review established that all boroughs wanted to see multi borough models 
developed for the procurement and management of temp to perm stock.  This was 
seen as running in parallel with individual boroughs entering into contracts with 
providers (e.g. Safe Haven with Ealing).   

 
10. THE LOCATION OF ANY TEMP TO PERM SCHEMES 
 

The brief referred to any interest there might be in developing temp to perm 
schemes out of London or out of borough and the possible negative impact that 
temp to perm schemes might have on so-called ‘hot spots’ i. e. cheaper areas that 
tended to be the focus of private sector activity and private sector leasing (PSL) 
schemes and housing association leasing schemes (HALS).  It may be worth 
noting an increasing reluctance to utilise out of borough PSL type schemes, 
 
Some boroughs will nonetheless only be able to participate in out of borough 
temp to perm activity for the obvious reason of property prices.   

 
11. THE BOROUGHS’ STRATEGIES ON THE 2010 TARGET OF 

REDUCING THE USE OF TEMPORARY ACCOMMODATION FOR 
HOMELESS FAMILIES BY 50% 

 
We requested and received information on: 
 
Ø The current breakdown of temporary accommodation for each borough 
Ø Their reduction plans to achieve the 2010 target. 

 
A number of boroughs had factored in some element of temp to perm as making a 
positive contribution to the target.  This was on the assumption that the DCLG 
would change its position on the status of temp to perm.  Temp to perm models 
utilise housing benefit payments to reduce debt on purchased properties.  To do so 
they need to operate on levels of HB relatively near the HB cap for the term of the 
lease.  HB cap is only available for temporary accommodation for homeless 
families and does not apply where there has been a discharge of the homelessness 
duty.  The consequence then is that although a family in temp to perm may, all 
other things being equal, remain in temp to perm accommodation for a very 
extended period and possibly indefinitely, it does not qualify as ‘settled’ 
accommodation.  
 
During the course of the review DCLG reiterated their view that temp to perm 
based on a lease back NST structure could not be construed as settled 
accommodation and would not contribute to 2010 targets.  The DCLG position is, 
nonetheless, that temp to perm still has a very valuable role to play and one that is 
likely to get Government support albeit on different terms to that originally 
construed by some boroughs. 
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12. IMPACT OF THE 2010 STRATEGY ON EXISTING PSL SCHEMES 
 

The 2010 data indicated a number of other themes of relevance to this review as 
follows: 
 
Ø A need to reduce the current level of c 32,000 units of temporary 

accommodation by some 16,000. 
Ø The likelihood that HALS were more likely to be cut than PSL as they 

were seen as being relatively poorer quality and poorer VFM than the PSL 
schemes2. 

Ø An interest in exploring discharge of duty schemes with the housing 
associations currently providing HALS schemes  

Ø An awareness that because HALS and PSL schemes had been 
commissioned in large volumes on two or three occasions in the past; 
boroughs are now facing three and five year leases which either need 
renewing or terminating.  There will be a large volume of this stock where 
leases are not renewed over the next year or two. 

 
13. PROVIDERS 
 

Eleven housing association and private sector organisations were interviewed who 
have either worked up temp to perm models or are considering doing so.  There 
are five models at an advanced stage of development: 
 
Ø Local Space 
Ø Orchard & Shipman 
Ø Roselodge 
Ø Pathmeads. 
Ø Safe Haven 

 
Other than Local Space which was created specially for this purpose, only one of 
these is driven by a housing association and generally housing association interest 
in this is muted.  This may change if authorities do indeed start reducing HALS 
schemes in substantial numbers.  At present authorities primarily are looking to 
housing associations to provide discharge of duty schemes.   

 
14. THE MODEL 
 

The model with four of the five providers is largely identical and can be 
summarised as: 
 
Ø Revenue driven and not requiring a capital injection 
Ø Not making any provision for affordable housing for economically active 

families 
                                                 
2 The exception was larger HALS units which are likely to be retained. 
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Ø Based on ten year leases with the potential to roll the lease forwards for 
further periods of five years 

Ø Based on rent guarantees from the local authority to the provider 
regardless of changes in, for instance, the HB system and including RPI 
(or RPI +) plus annual rent increases. 

Ø Not dependent on capital appreciation of the stock 
Ø Guaranteeing debt to equity conversion rates of for instance 50% after ten 

years or 60% after 15 years depending on location 
Ø Providing the local authority with the right to nominate a social housing 

organisation (RSL or ALMO) at the end of the lease period on the basis 
that that body clears the remaining historic debt (i.e. 50% of acquisition 
cost or less); undertakes any works necessary at that stage; and then 
recycles the housing on affordable or intermediate rents for social housing. 

Ø Regarding sale of units as the exit route in the event of unexpected cost 
variables 

Ø Requiring a critical mass of, say, a minimum of two hundred units per 
local authority to represent VFM 

 
15. A VARIANT MODEL 
 

There was a clear sense at the midway stage in this review, that existing models 
are likely to target cheaper property and be limited to two bed units in certain 
locations.  This may not in itself be a bad thing but clearly has its limitations in 
terms of the total volume of expectations we have described. 
 
We had expected to find more variation amongst the models being prepared for 
market and, in particular, to find schemes that factor in some level of capital 
injection from the outset.   

 
We, therefore, proposed in stage two to model an approach which: 
 
Ø Factors in some degree of affordability and larger units 
Ø Takes into account a wider range of property valuations than is currently 

under consideration 
Ø And requires some degree of capital grant or similar to be viable 

 
 and to discuss this with providers. 

 
16. THE HOT SPOT DEBATE 
 

The information generated during stage one also suggested that a different 
approach to hot spots may be required.  The initial assumption was temp to perm 
should be steered away from hotspots rather than adding to the pressures that 
already exist.  This may need rethinking for a number of reasons: 
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Ø Some inner boroughs may reduce their out of borough TA provision 
which may be in hot spots 

Ø Some 16,000 units of temporary accommodation will need to be lost or 
otherwise utilised to achieve the 2010 targets and some at least of this will 
be in hot spot areas 

Ø Significant numbers of current leases may not be renewed. 
 

The net result may be seen as destabilising hot spots which have at least some 
degree of good management through PSL and HALS schemes.  Poor quality and 
more volatile private sector activity might result.  In which instance there may be 
a case for reversing the original strategy and instead targeting temp to perm on hot 
spots as a way of actually assisting the sustainable communities’ agenda. 

 
 SECTION C – THE MODELLING PROCESS 
 
17. THE BASIC MODEL 
 

The assumptions then arising from the review stage of this project were: 
 

• That alongside individual borough deals there was ample support for a 
multi borough approach 

• That approach needed to start at least by factoring in all the desirable 
component elements boroughs had referred to. 

• Boroughs required a financial modelling tool to enab le them to evaluate 
the proposals in this report and subsequent provider proposals. 

 
 The underlying principles of the tool are to enable the input of: 
 

• different stock acquisition targets (location, cost, unit size) 
• different rent regimes within that stock namely HB Cap (high rent units); 

reference rents (intermediate rent units) and affordable stock (social rent 
units) 

• different levels of front end grant (e.g. the Extra Homes Pilot) and/or 
assets in the form of property etc. 

 
 The key outputs of the tool are: 
 

• an analysis of debt outstanding at years 10 and 15 
• an analysis of the units that would be required to reduce debt to 30% at 

years 10 and 15. 
 
 The key goal for the exercise is to achieve an outstanding debt of 30% or less of 

the original loan to enable all stock to be converted to affordable housing between 
years 10 and 15 without the need for sales.  Sales are regarded as the security 
mechanism, the fall back position should, for instance, rental income be reduced 
through changes to the HB regime. 
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18. THE PROCESS AND THE RESULTS 
 

The starting point was: 
 

• Participation by all seven West London boroughs (we could as easily have 
chosen the six North London boroughs or indeed any other grouping) 

• Acquisitions taking place in borough 
• Appetite for temp to perm broken down by unit size as per the results of 

the review. 
• 1500 units of stock being acquired 
• The loan being serviced by an average HB cap of £369. 
• An average acquisition price of £197,400 including £13K for repairs and 

fees. 
 
On this basis: 
 

• A 15 year lease would enable all stock to be converted to affordable 
without sales.   

• A ten year lease would imply some 25% of units being sold. 
 
The second scenario factored in 15% affordable stock from day one. 

 
On this basis: 

 
• A 20 year lease would enable all stock to be converted to affordable 

without sales.   
• A ten year lease would imply some 35% of units being sold. 

 
The third scenario was based on some out of borough procurement which has 
the effect of reducing the average acquisition price by c£8K.  

 
On this basis: 

 
• A 18 year lease would enable all stock to be converted to affordable 

without sales.   
• A ten year lease would imply some 32% of units being sold. 

 
The fourth scenario also factored in different levels of capital grant from day 
one. 

 
On this basis: 

 
• A grant of c£60,000 would enable all stock to be converted to affordable at 

year 10 without sales.   
• For a fifteen year lease that grant required figure drops to c£20K. 
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We are recommending this as the preferred position with 15% of stock being 
affordable from day one and all the remaining stock converting to affordable 
between years 10 and years 15 without the need for any disposals. 

 
19. THE EXTRA HOMES PILOT 
 
 The DCLG announcement of an Extra Homes Pilot came during the course of the 

review.  That pilot entails: 
 

• Grant aid of £30M being available from April 2007 
• Schemes being based on Discharge of Duty from day one and therefore 

schemes contributing to the 2010 targets 
• Rent levels being based on ‘reference rents’ or thereabouts 
• Conversion to affordable stock as soon as possible but with an assumption 

that some stock will need to be sold if this is to be done in a reasonable 
period of time. 

 
Using an average reference rent of £250 per unit per week and the same level of 
c£60K grant per unit then: 
 

• Without the 15% affordable provision from day one it would take 18 years 
to convert all stock to affordable  

• With the 15% provision it would take 23 years. 
 

Rents below reference levels as suggested by the DCLG will not support the loans 
required. 

 
20. A COMBINED APPROACH 
 

The review then looks at whether a combination of the Extra Homes Pilot and the 
multi borough approach outlined above may have any benefits. 
 

 The basic scenario would then be: 
 

• 725 (48.33%) of stock on either reference or affordable rents from day one 
and therefore contributing to 2010 targets 

• An average grant level of £32K per unit 
• All stock converting to affordable / social housing asset at year 15 with 

around 120 sales required; or 
• Two separate lease arrangements for 25 and 15 years would avoid the 

need for any sales. 
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21. RISK ASSESSMENT AND SENSITIVITY ANALYSIS 
 

The business plan was subjected to risk analysis where the key risks were deemed 
to be: 
 

• Inflation which can largely be dealt with through the contract; 
• Interest rates which can be dealt with by buying a fixed rate of interest for 

the term of the loan but where movement between now and agreeing a 
contract would be a key issue  

• Property prices rising which is a disadvantage during the acquisition 
period but an advantage thereafter 

• Higher major repair costs but where we think the provision made should 
be adequate 

• Adverse changes to HB rules 
 
22. THE PROVIDER POSITION 
 

What an analysis of existing provider models makes clear when compared with 
the Civis model is that: 

 
• Existing providers are mainly operating at sub cap levels 
• They are not factoring in any element of affordable housing 
• Their provision for management and maintenance is probably lower 
• Their provision for major repairs is certainly lower 
• Their borrowing rates are higher (we think this is partly because this is 

where the profit element sits and partly a factor of scale) 
 

We invited providers to provide indicative costings / timings for a procurement of 
1500 units using some of the key data such as the property acquisition range we 
had used ourselves but their own figures for loan finance, set up costs etc. 

 
It is clear that, with one exception, one or more providers, on these submissions, 
have generated better outcomes than the main model which is encouraging 

 
23. ECONOMIES OF SCALE 
 

The report then identifies key areas where economies of scale may be expected as 
a consequence of the much larger scale of procurement namely: 
 

• The cost of loan finance 
• Reduced property acquisition costs 
• The potential for pooling capital gains 
• Potential benefits from using a charitable vehicle 
• Reduced profit margins 
• Reduced management and maintenance costs 
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24. INTERBOROUGH ARRANGEMENTS 
 

Those economies of scale will only be achieved by a multi borough approach to 
the procurement of temp to perm accommodation.  The report, therefore, makes a 
series of recommendations as to how multi borough procurement might work by 
proposing: 
 

• A joint commissioning approach rather than setting up a special purpose 
vehicle 

• A nominations trade off and/or the provision of services by an inner 
London borough which enables the unit cost of inner London temporary 
procurement to be reduced. The alternative proposal is for inner London 
boroughs to purchase a nomination to temporary to permanent stock in an 
outer London borough.   

• That unilateral exiting from the multi borough agreement should not be an 
option but that instead the joint partnership board or equivalent should 
seek to manage the process so as to mitigate risk 

• That the key reference on standards should be the Housing Corporation’s 
scheme development standards and that a range of other standards should 
be specified in the commissioning documentation. 

• That the procurement specification should require identification of the 
ultimate RSL / ALMO recipient of the stock and that body should be 
actively involved from day one.  Management and maintenance services 
could be subject to a separate tendering process. 

• The goal should be to achieve full conversion of temporary to permanent 
stock at fifteen years or before.  The contract should then contain 
provision for early recycling of any surpluses to enable early conversion 
and/or conversion to other forms of tenure / intermediate rents etc 

• Where new build can be acquired within the proposed acquisition price 
range it should form a major element of the commissioned stock 

 
25. THE SUMMARY POSITION 
 

The Premise 
 

That a group of the boroughs involved in the review to date enter into a joint 
agreement to: 
 

• Bid for a substantial proportion of the EHP pot 
• Commission a portfolio of temp to perm stock from the provider market. 

 
The Basic Proposal 

 
To commission a portfolio of temp to perm provision on three different rent 
regimes: 
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• 225 (15%) on affordable rents from day one  
• 500 (33%) on reference rents from day one 
• 775 (52%) on HB cap rents 

 
48% of the stock will therefo re contribute to 2010 targets. 
 
Assuming the aim is to avoid sales then a lease period of 25 years will be required 
for the stock on reference rents and of 15 years for the remainder. 
 
£32K or stock to that value is required per unit.  Approximately 500 of the units 
could be funded through the EHP. 
 
Bidders should be invited to indicate how the £32K per unit for the other 1,000 
units could be met.  Some of this could be achieved by provision of stock. 
 
There is a clear trade off here between length of lease for these 1,000 units and 
grant per unit as follows: 
 
Grant   £32K  Lease  15 years 
Grant  £24K  Lease  17 years 
Grant   £16K  Lease  18 years 
Grant  £8K  Lease  20 years 
Grant  0  Lease  21 years 

 
 The clear conclusion is that the current arrangements for the provision of 

temporary accommodation for homeless families in London can be reworked to: 
 

• Ensure good standard medium term accommodation 
• Encourage some degree of return to work 
• Use the HB system to fund a substantial acquisition of social housing 

stock where the additional capital grant required is modest in comparison 
to the scale of the programme and the value of the assets required 

• Achieve very significant economies of scale through multi borough 
procurement. 

 
26. NEXT STAGES 
 

When this piece of work was formulated the assumption was that it may well lead 
on to a second ‘implementation’ phase.  There would appear to be three stages 
now to taking this whole process forwards: 
 
a. In principle support from a grouping of boroughs to take this forward 
b. Preparation of a bid on behalf of those boroughs to the Extra Homes Pilot 
c. Preparation of tendering and operational documentation for the 

commissioning of a temp to perm programme. 
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In Principle Support From A Grouping Of Boroughs To Take This Forward 
 

Gershon type savings arise from a multi borough procurement approach to temp 
to perm.  This process, therefore, needs in principle support from more than one 
borough to move forward.  Given most boroughs are bidding for pilot schemes 
only at this stage, critical mass implies that ideally one would want to see at least 
four boroughs signing up. 
 
Once sign up is ascertained the process would be to: 
 

• Revisit the aspirations of participating boroughs 
• Rework the model specifically for participants 
• Agree key aspirations (length of lease, rent levels, affordability) and 

incorporate as part of a framework agreement. 
 

Preparation Of A Bid On Behalf Of Those Boroughs To The Extra Homes 
Pilot 

 
The criteria for bidding should be announced in September with bids being 
invited before the end of the calendar year 

 
Preparation Of Tendering And Operational Documentation For The 
Commissioning Of A Temp To Perm Programme. 

 
The main task will be to provide the support arrangements for the procurement 
and delivery of a temp to perm programme consisting of: 
 

• A multi borough procurement protocol 
• Creation of a short list of preferred providers and consultation with that 

group 
• Further consultation with the DCLG and the Housing Corporation 
• A framework agreement for the commissioning process 
• Drafting tendering documentation 
• Reworking the model as a tool to provide VFM, affordability and risk 

assessment of provider offers 
• The actual tendering process itself. 

 
Timetable 

 
A range of factors detailed above suggest this process should be completed by 
31.03.07 if not before. 
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111   GGGEEENNNEEERRRAAALLL   IIINNNTTTRRROOODDDUUUCCCTTTIIIOOONNN   
 
1.1 THE OVERALL CONTEXT 
 

The last five years or so have seen a substantial increase in the number of 
homeless families placed in temporary accommodation in London rising from 
some 45,000 in 2001-2 to over 60,000 currently.  The figures appear to have 
stabilised in recent months as the chart below shows. 

Figure 1 :Recent trends in London: Homelessness and social 
lettings
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 Data courtesy of DCLG 
 

For the 13 boroughs in West and North London who participated in this review 
the total volume of households in temporary accommodation is in the order of 
32,000.  Easily the largest percentage of this (in excess of 90%) is leased from the 
private sector sometimes through a housing association. 

 
 The same chart indicates that social lets to both new tenants and the homeless 

have dropped somewhat during the same period. 
 
 The level of homelessness acceptances during the period has dropped more 

significantly across London.  Reports from the West and North London boroughs 
suggests a more variable position as homelessness prevention strategies kick in so 
for some boroughs the position has stabilised; for others numbers are dropping but 
for yet others there is still an indication of increases in acceptances.  The general 
assumption is that it is the prevention initiatives that have led to the volume of 
households in temporary accommodation stabilising.  Whether it will now lead to 
those numbers decreasing, remains to be seen.  
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 Whilst there is no precise information on this point it is generally assumed to be 
the case that homeless families in temporary accommodation leased from the 
private sector are living there for considerable periods of time (in the case of 
larger families this can be a number of years) and enjoying the benefits of 
reasonably good standard accommodation and the stability of using local schools, 
health facilities etc for the time they are there. 

 
1.2 THE TEMPORARY ACCOMMODATION STRATEGY 
 

For all the stability that is implied here these families are technically regarded as 
homeless for the duration of their stay.  They are also living in a high rent regime 
that militates against economic activity.  And as is discussed below the cost of 
such temporary accommodation provision is enormous. 
 
The consequence of all of which is that the Department of Communities and 
Local Government (DCLG) has announced that they would expect local 
authorities to reduce their use of temporary accommodation by 50% by 2010. 
 
Figure 2: Change in Temporary Accommodation Use by West London Boroughs 
 

% Changes in TA numbers since January 2005 (excluding Homeless at Home)
The spike in LB Ealing's figure in May 2005 is due to anomalies arising 

from a change in the ODPM definition of homeless at home.
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As can be seen from the data provided by the West London boroughs, progress is 
patchy.  For two boroughs numbers have increased but for the rest there is some 
movement downwards.  
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There are four main ways in which the 2010 targets can be met: 
 

e) the prevention strategies kick in further and reduce the level of 
homelessness acceptances (though the impact on levels of temporary 
accommodation in use will not be immediate but may take some extended 
time to work through the system) 

f) the number of new lets of social housing increase reversing the decline of 
recent years 

g) homeless individuals and families are persuaded to accept a ‘qualifying’ 
offer of other private sector accommodation which means that the 
Homelessness Duty is discharged 

h) the stock currently in use as temporary accommodation or similar stock 
elsewhere is secured as permanent affordable accommodation 

 
Exploration of the potential of option d) is the subject of this review. 
 

1.3 FINANCING TEMPORARY ACCOMMODATION 
 
The provision of temporary accommodation is funded through the Housing 
Benefit regime. 
 
As the chart below shows total spend in London has increased from £200M to 
£450M over the last four years and the key driver in this has been the use of 
accommodation leased from the private sector now topping £300M per annum. 
 
Temporary accommodation for homeless families comes under the so-called HB 
Cap regime which for the 13 boroughs covered by this report comes out on 
average at some £350 per housing unit per week.  Most rents come in at less than 
the local ceiling – few if any, however, would be regarded as affordable. 
 



 - 22 – © 2006/09 CIVIS CONSULTANTS – TEMPORARY TO PERMANENT ARRANGEMENTS 

Figure 3 Recent trends in London: Non-HRA subsidy 
for temporary accommodation (Housing Benefit)
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 Data courtesy of DWP 

 
Three challenges flow from this rent regime: 
 
d) simply cutting total spend as being too high which is one of the drivers for the 

2010 strategy and underpins the DCLG’s recent Extra Homes Pilot (see 
chapter C3 below) 

e) the obstacle that it places in the way of such homeless families becoming 
economically active when the rents are so high and whether provision for 
working families and individuals can somehow be factored in. 

f) whether the outflow of Housing Benefit can be reworked so as to repay a 
mortgage that has been secured to acquire some of the stock concerned and 
convert it to affordable social housing. 

 
The latter is the so-called ‘temp to perm’ strategy and is also the subject of this 
review. 
 

1.4 THIS REPORT 
 
The remainder of this introductory section provides a historical background to the 
development of current temporary accommodation provision and its linkage with 
the HB regime 

 
Sector B describes the major review we undertook with the 13 authorities and 
relevant national and regional bodies. 
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Sector C is where we work up a model for a multi borough temporary to 
permanent scheme. 
 
Section D summarises the outcomes of the review as the basis for: 
 
a) joint commissioning arrangements for a major temp to perm programme 
b) any bids for grant aid. 
 

1.5 ACKNOWLEDGEMENTS 
 
 The project was funded by a grant from the London Centre for Procurement 

Excellence. 
 
 The project was managed by a project board consisting of: 
 

• LB Barnet – Mike Conneely 
• LB Brent – Manjul Shah, Perry Singh 
• LB Camden – Jo Bianchi, Janet Sutherland, Veronica Cameron 
• LB Ealing - Lindsay Deveney, 
• LB Hammersmith & Fulham - Trevor Pask, Margaret Green 
• LB Hillingdon – Zaheer Iqbal 
• RB Kensington & Chelsea – Stan Logan  
• North London Housing Co-ordinator – Lesley Mallett 

 
Day to day management of the project was undertaken by Jake Mathias, 
Westminster CC (for the North London boroughs) and Tim Gray, West London 
Homelessness Co-ordinator (for the West). 
 
Officers from all 13 authorities met with us on a regular basis. 
 
We worked closely with four provider agencies (Orchard & Shipman, Chris 
Shipman; Pathmeads, John Taylor; Roselodge, Jude Kutner and Safe Haven, Jared 
Fox and John Henderson).  All four could not have been more co-operative in 
sharing approaches and ideas.  In addition we were able to draw substantially on 
the experience of Local Space, another key provider 3. 
 
The Civis team for the project consisted of: 
 

• Ashley Horsey 
• Ponniah Rasanesan 
• John Reading and 
• Bob Young 

 
all of whom have been part of the writing of this final report. 

                                                 
3 Information on all five providers is attached as Appendix Three. 
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222   BBBAAACCCKKKGGGRRROOOUUUNNNDDD   TTTOOO   TTTHHHEEE   IIISSSSSSUUUEEESSS   
 
2.1 BACKGROUND TO THE GROWTH IN PRIVATE SECTOR LEASING 
 
 Local Authorities, especially across London, have been accessing private sector 

self contained properties on a large scale as a form of temporary accommodation 
for homeless households since the mid to late 1980’s.  In the early days the Local 
Authorities would often take a direct short leasehold interest in the property, a 
structure known as Private Sector Leasing (PSL). 

 
 Many councils at that time undertook both the procurement and the subsequent 

management of the properties in-house.  However from around 1988 onwards 
many looked to work in partnership with housing associations either to manage 
the properties – primarily due to their perceived knowledge and experience of 
managing non estate based dispersed street property portfolios – or to undertake 
the procurement and management functions acting as agents for the council in 
whose name both the lease to the landlord and the non-secure tenancy with the 
occupants was made out. 

 
 The growth in PSL at that time created a situation where despite the overarching 

policy of the then Conservative government to dilute municipal ownership of 
housing via the right to buy legislation; in some parts of the capital you were 
actually starting to see increasing numbers of properties coming under municipal 
control or ownership if only on 3-5 year leases. 

 
2.2 INVOLVEMENT OF HOUSING ASSOCIATIONS 
 
 In the early 1990’s the Government of the day took steps to redress this balance 

by amending the financial rules around Local Authority leasing and instead 
sought to encourage housing associations to have a direct lease or contractual 
relationship rather than the leases lying with the councils.  In 1991/2 the Housing 
Corporation introduced a pilot funding programme HAMA (Housing Associations 
as Managing Agents) which through a series of five pilot schemes sought to 
encourage housing associations  to enter into direct contractual relations with the 
private owners of the properties and for the owners to grant an Assured Shorthold 
Tenancy to the occupants – who were still homeless households nominated to the 
homes as temporary accommodation.   

 
 Over the course of the year long pilot phase it became clear that for whatever 

reason (high management charges, negative perception of the client group) 
landlords were unwilling to make their properties available in large numbers on 
that basis.  However, it was also starting to be shown that landlords were more 
willing to engage where the housing association took a lease (3-5 years being the 
norm).  The housing associations were seen to be a strong covenant especially 
where the deal was backed by a nominations agreement and ‘guaranteed’ rental 
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income from local authorities.  Therefore in 1993 the Housing Corporation rolled 
out a national programme of grant funding to enable associations across the 
country to staff up to be able to offer such schemes in the localities.  Although 
still called the HAMA Programme the funding was available for associations 
offering either a managing agent role as originally promoted by Government 
and/or the new form of lease arrangement known as HALS – Housing Association 
Leasing Scheme. 

 
2.3 HOUSING ASSOCIATION LEASING SCHEMES 
 
 Under a HALS arrangement the association granted an Assured Shorthold 

Tenancy (AST) to the homeless nominee and charged a rent that (a) covered their 
contractual lease rental to the private landlord and (b) covered their management 
and maintenance costs.  These costs were in some cases quite high due to the 
range of incentives offered to the landlords to attract them in the first place which 
often included: 

 
• 52 weeks a year guaranteed rent, frequently paid in advance (in the early 

days up to a quarter in advance), 
• regular / frequent property visits and inspections requiring a far more 

proactive, staff intensive form of management than ‘normal’ mainstream 
permanent tenancies 

• usually a guarantee of return conditio n of the property at the end of the 
lease requiring sometimes sizeable maintenance and repairs provisions to 
be set aside especially where there was relatively high turnover of 
tenancies.   

 
 In some cases the housing associations would charge the occupant a rent which 

effectively simply reflected the rent to the landlord (the market rent) and had a 
separate contractual arrangement with the council to receive the other costs by 
way of an invoiced nominations fee.  However in other cases – which increasingly  
became the norm through the 1990s – associations and councils agreed to wrap up 
the fees and charges in a higher rent level.  This was done using the discretionary 
powers for council Housing Benefit managers to pay a high HB rent to a housing 
association (and still receive maximum HB subsidy back from central 
Government) so long as the council did not consider the rent to be “unreasonably 
high”.  Government (in this case the Department for Work and Pensions – DWP) 
does not define what it considers to be unreasonably high.   

 
 The key issue that then arose over the years for councils was that it was not 

permissible to have a blanket policy of not referring housing association rents 
under HALS schemes - they had to be able to show that they had looked at each 
case on its own merits.  In reality this often meant having a matrix of rent levels 
worked up internally (which they then reviewed regularly and generated their own 
evidence base as to why these rent levels were considered acceptable).  That 
matrix basically set out the level for those rents that may be considered to be 
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“unreasonably high” and so long as rents did not reach those trigger levels – a 
referral to the rent officer was avoided.  Hence the concept of ‘reference rents’, 
which is discussed in more detail in Section C below. 

 
 With the restrictions from the early 1990s upon local authority PSL and the 

emergence of a “workable” HB funding regime around HALS, the housing 
association schemes became the dominant form of private sector temporary 
accommodation provision up until 2002. 

 
2.4 PSL PROVISION FUNDED THROUGH HB CAP 
 
 In 2001 the Labour Government established the Bed & Breakfast Unit (BBU) to 

deliver its 2001 Manifesto commitment to reduce the use of B&B hotels as TA for 
homeless households which at that time had risen to over 10,000. 

 
 There was concern in many quarters that councils – which had the statutory 

burden of homelessness – were too reliant upon housing associations and the 
perceived balance of power had swung too far.  The BBU sought to redress that 
balance.  As part of the announcement of the B&B reduction target in 2002 – for 
which expanding the stock of good quality self contained private sector TA was 
key – the BBU persuaded the DWP to amend the HB subsidy regime relating to 
local authority PSL schemes making them once again a more viable, feasible 
option for councils to consider.  This effectively allowed councils to receive 
maximum HB subsidy for self-contained leased or licensed accommodation up to 
the Non-HRA HB subsidy Cap – a figure set each year by the DWP. 

 
 A further refinement to this policy shift occurred in 2003 when DWP also agreed 

to set individual Caps for all 33 London boroughs so they were treated the same 
as every other council across the country whereas previously there had been one 
figure set for the whole of London which significantly hampered the ability of 
many of the higher cost boroughs to make use of the original subsidy changes. 

 
 The freeing up of the PSL market well as the continued operation of many HALS 

schemes enabled a significant growth of self-contained private sector TA and led 
in part to the successful meeting of the challenging B&B reduction target (ending 
the long-term use of B&B for homeless families with children) by the target date 
of March 2004. 

 
 Across London there has been a fourfold increase in the number of PSL / HALS 

properties since 2002.  However over the same period there has also been a six 
fold increase in the cost of the Non-HRA HB subsidy paid out by DWP each year.  

 
 From 2003/4 as people started to see the real growth in PSL and indeed the 

longer-term use of such private sector TA becoming a reality; attention turned to 
the possibility of capturing some of the HB outflow (estimated at up to £600M per 
annum nationally) going to priva te landlords and instead diverting this to the 
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development of longer-term social assets.  The notion of Temporary to Permanent 
housing and structures to seek to achieve this was developed initially by two 
schemes Safe Haven operating with LB Ealing and Local Space established in 
partnership with LB Newham. 

 
 Both these models are now up and running and both are currently structured as a 

PSL lease arrangement to the council with the vehicle (Safe Haven or Local 
Space) owning the stock and leasing these properties to the council which as per a 
“normal” PSL scheme charges a rent in line with the Non-HRA Subsidy regime to 
occupants housed in the accommodation under a council Non-Secure Tenancy 
(NST). 

 
 In January 2005, as a result of the number of households in TA breaking the 

100,000 barrier for the first time, the Government announced a new homelessness 
target for local authorities – for them to halve the number of households in 
temporary accommodation by 2010.  This was set out in more detail in the DCLG 
document Sustainable Communities: Settled Homes - Changing Lives published 
in March 2005. 

 
2.5 TEMPORARY TO PERMANENT ACCOMMODATION 
 
 Most Temp to Perm schemes (under a benign owner – RSL or charitable vehicle) 

envisage occupants staying in the accommodation fo r protracted periods (even the 
duration of the temporary phase and thereafter benefiting from the conversion to 
permanence).  However, due to the fact that as currently structured Temp to Perm 
schemes are PSL leases and the occupancy is under an NST this is still defined by 
Government as temporary accommodation.  This is notwithstanding the 
arguments made by many that such accommodation is clearly far more “settled” 
and “secure” for the occupants in every sense (other than a narrow tenancy law 
definition) than the Government’s preferred alternative a qualifying Assured 
Shorthold tenancy which could be for as short as six months (albeit the 
Government are seeking to encourage longer minimum terms – say 12 months) at 
rent levels that are still high market rents. 

 
 The Department for Communities and Local Government (DCLG) have recently 

announced funding of £30M to deliver an Extra Homes Pilot in London in 2007 to 
explore new variant Temp to Perm options.  These options will need to seek to 
deliver more affordab le rents for occupants – currently being discussed in terms 
of Local Reference Rents as a marker of Market Rents.  In addition DCLG also 
wish to see new variants based upon a discharge of the homelessness duty – so the 
properties, or at least the people ho used in them, can come off of the 100,000 
temporary accommodation figure that remains a significant challenge for the next 
few years.  In reality this means that they will need to be based upon a direct AST 
from the Temp to Perm provider which in turn means the provider is basing a 
future rental stream not on a clearly defined Non-HRA Sub subsidy regime set out 
in black and white and giving a reasonable degree of certainty but instead on a 
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discretionary HB regime.  This will be a significant challenge in many parts of 
London. 

 
 Notwithstanding the Extra Homes criteria and the 2010 TA reduction target, even 

if this target is met in London this will still leave an ongoing TA requirement 
across the capital of between 20,000 - 30,000 units.  We would argue that for 
boroughs to continue to secure the bulk of any such ongoing TA from the sort of 
short-term lease deals that have dominated to date when vehicles such as Safe 
Haven or Local Space already exist to capture that rental flow to create long term 
public assets, would be a mistake.   
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111...   IIINNNTTTRRROOODDDUUUCCCTTTIIIOOONNN   TTTOOO   TTTHHHEEE   RRREEEVVVIIIEEEWWW   
 
1.1. OVERALL TARGETS OF THE REVIEW STAGE OF THE WORK 
 
 As previously described the total project was divided into two key stages: 
 

• A review of the attitude to and appetite for temp to perm provision by the 
participant authorities 

• Modelling of a multi borough temp to perm commissioning strategy. 
 

This Section B deals with the review stage. 
 
Our work followed on from an earlier survey undertaken by the West London 
homelessness co-ordinator which basically established there was more than 
sufficient interest to justify more detailed work. 
 
We were, therefore, wishing to understand: 
 

• What experience authorities had of temp to perm to date 
• How they perceived it fitting into to local and national key strategies such 

as the plan to reduce the use of temporary accommodation by 50% by 
2010 

• What willingness there was to explore multi borough as opposed to single 
borough commissioning arrangements 

• The type and volume of stock boroughs would wish to see acquired. 
 

We then wished to place those aspirations in the context of a rapidly evolving 
national funding and policy debate, especially that emanating from the DCLG. 

 
1.2. THE REVIEW PROCESS 
 
 The review was substantially based on a series of interviews with lead officers 

from the thirteen authorities plus a number of meetings with Housing Director 
groups in both West and North London. 

 
 By way of policy background meetings were held with the DCLG, key local 

authority structures such as the ALG and the GLA; and other key bodies such as 
the Housing Corporation and the London Housing Board. 

 
 As the various strands of information were collated these were drawn together to 

provide, for example, a multiple borough perspective on numbers of units, size of 
units etc.  These were then sent back to boroughs for comment and amendment.  
All of the material was then pulled together into a stage one report which formed 
the basis of a day long series of workshops attended by the authorities and the 
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DCLG.  That report has then been brought up to date to form this section of the 
report.  It is important to note that certain key factors – for example, whether temp 
to perm provision would contribute to the 2010 targets – only became clear after 
the bulk of the interviews were completed. 
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222...   TTTHHHEEE   LLLOOOCCCAAALLL   AAAUUU TTTHHHOOORRRIIITTTYYY   PPPEEERRRSSSPPPEEECCC TTTIIIVVVEEE...  
 
2.1 INTRODUCTION 
 

This section of the report summarises the key themes arising from the interviews 
with officers of the thirteen local authorities. 
 
We retained the format of the original survey of the authorities, which preceded 
our involvement, for the interviews and referred to that survey material during the 
discussions.  The survey and our interviews prompted further thought on this 
whole process and therefore some of the responses we got describe a shift in 
thinking from the point at which the survey was completed.  
 
The format for this section is that we have: 

 
• identified a number of key themes across all authorities some of which 

replicate those in the survey and some of which are new 
• summarised the position of each authority on that key theme  
• generated an overview on each of those topics. 

 
2.2. IN PRINCIPLE COMMITMENT TO WHAT? 
 

Our first area of exploration following the same lines as the earlier survey was to 
better understand the overall ‘position’ of members and officers both as regards 
Temp to Perm per se but also Temp to Perm in a sub-regional or multi borough 
context. 
 
The next section of the report indicates that a number of Temp to Perm type 
schemes have already been developed by different boroughs.  In most instances 
these prototypes did not deliver either the volume and/or the precise product that 
was expected.  Part of our work was to understand in more detail the lessons that 
can be learnt from those early attempts. 
 
The overall position, therefore, is one where all the boroughs would want to run a 
Temp to Perm scheme or schemes if they can be persuaded that a viable scheme 
can be developed and associated risks can be mitigated to an acceptable degree.   
 
Only one Authority has made a formal decision to proceed with a phase two 
scheme – Ealing with Safe Haven – though of course, outside of the two sub 
regions, Newham are proceeding with Local Space. 
 
The general position can be described as strong in principle support; a desire to 
explore and better understand the options; a concern about associated risks and a 
view that one route to minimising risk may be to support more than one delivery 
vehicle.   



 - 33 – © 2006/09 CIVIS CONSULTANTS – TEMPORARY TO PERMANENT ARRANGEMENTS 

 
1 IN PRINCIPLE COMMITMENT TO WHAT? 
  
Brent Strong commitment to Temp to Perm.  Ideally would like to see a scheme 

developed on a multi borough basis.  Prepared to be pragmatic so could work 
with a smaller number of partners or even partners from outside the sub region if 
that proved advantageous.  Would like to explore the benefits of using an SPV 
 

Ealing Have now gone beyond in principle agreement and formal deal signed with Safe 
Haven.  Now wish to expand Safe Haven or run other parallel deals. 
 

Hamm & 
Fulham 

Politicians not expressed a formal view yet but believed to be supportive of Temp 
to Perm. Officers have concerns that changes to the HB cap/threshold 
arrangements could have an adverse effect and therefore wish to sustain a 
diversified approach 
 

Harrow Temp to Perm has not featured significantly in the borough’s thinking as they feel 
they can meet the 2010 targets via other routes.  Whilst there is a general 
openness in the officer group we met with to explore any options there has been 
no discussion at senior officer or member level yet. 
 

Hillingdon There is no official view from Hillingdon politicians on Temp to Perm yet.  
Officers’ view is that Hillingdon has been leasing for 20 years with nothing to 
show for it and that Temp to Perm is a sensible way to use revenue expenditure to 
develop public property assets. 
 

Hounslow Good in principle commitment, though main discussion so far at level of this 
officer group. 
 

Kensington & 
Chelsea 

Strong commitment to Temp to Perm and built into their strategy as long as risks 
to the Council can be minimised.   
 

  
Barnet Strong in principle commitment from Council Leader.  Officer level, openness to 

explore options but some scepticism as to whether main Temp to Perm models 
under consideration work in Barnet. 
 

Camden There is in principle support for a Temp to Perm scheme.  There has been no final 
decision on the role of Temp to Perm schemes either with regard to the 2010 
target or for their own agenda of reducing the use of certain types of temporary 
accommodation.  Likely that Temp to Perm will form part of their stock 
replacement programme; ideally capturing ex RTB properties. 

Enfield  Enfield have a number of Temp to Perm type schemes either in existence or in 
development and so have made the formal commitment to Temp to Perm 
including as a key element of their 2010 strategy.  
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Haringey Discussions are currently at officer level though members are aware of the Temp 
to Perm option.  They wish to consider risk factors further. 
 

Islington Temp to Perm has not featured in the borough’s thinking to date and no internal 
posit ion.   
 

Westminster Strong in principle support 
 

 
2.3 EXISTING TEMP TO PERM ACTIVITY 
 
 There has been substantial exploration of Temp to Perm or similar activity already 

by nine of the thirteen boroughs. 
 

Enfield, for instance, has been or is, working on three separate schemes: 
 

• L&Q / HILS expanding from 30 to 100 in the medium term  
• A historic purchase scheme of 166 units by Community Housing 

Association which they are considering converting to permanent affordable 
stock through a grant injection of c£14M 

• A Pathmeads scheme intended to generate 100 units. 
 

A summary of the schemes that have been put in place, or are at an active 
development phase, is as follows: 

 
In Place 

 
• An Octavia Hill small purchase of five ex RTB properties.  This is 

regarded as expensive and the properties may be disposed of (H&F) 
• A Chiltern Hundreds scheme which provided twenty units for discharge of 

duty from day one (Harrow) 
• A Community Housing Association scheme in both Barnet and Enfield.  

In Barnet Community were due to buy 90 units but only acquired 60.  In 
Enfield there are 166 units. 

• L&Q / HILS schemes in Enfield and Haringey.  In Haringey the scheme 
was intended to generate 90 units but stopped at 48 because of cost.  In 
Enfield the plan is to continue and expand the scheme. 

• A small 25 unit scheme with Solon based on 25 year leases (Islington) 
• An Acton Housing Association scheme whereby Acton used grant of 

c£1M to purchase properties and then remortgage generating c 440 units 
(Westminster) 
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 In Development 
 

• A PSL conversion scheme whereby the scheme operates as PSL for 2.5 
years but the lease between the provider and the landlord of five years 
provides for a discharge of duty at the 2.5 year midway point. (Ealing) 

• A Safe Haven scheme likely to provide 200 two bed units funded through 
revenue streams (Ealing) 

• An Orchard & Shipman scheme (Hillingdon) also funded through revenue 
streams. 

• A small scheme with Acton Housing Association whereby Acton would 
accept discharge of duty for a higher rental element (Hounslow) 

• A scheme utilising owned land to develop a 40 unit scheme which is 
currently out to tender (Barnet) 

• A Pathmeads scheme of 100 units (Haringey) 
• A PFI scheme of 300 units (Brent) 

 
 Existing schemes tend to be small scale and are often seen as non-replicable 

and/or expensive.  So, for instance, Community see their schemes as arising from 
one-off opportunities and are unlikely to want to do more.  Acton do not see their 
programme in Westminster as being replicable (the lease term has recently been 
extended to 14 years to help the figures stack up) but are looking to work up a 
different model.  

 
 Some of the schemes in development may provide long term good quality but 

technically temporary accommodation rather than permanent.  Pathmeads are very 
clear that this is the objective with their scheme. 

 
 The issue of whether cash incentives (Acton and Chiltern Hundreds) can engender 

DOD opportunities and whether split PSL / settled schemes can be developed 
needs further exploration. 

 
2 EXISTING TEMP TO PERM ACTIVITY 
  
Brent Brent are developing a PFI scheme.  The first stage will be the procurement of 

150 units on the open market.for TA and then a further 300 permanent affordable 
units will be built.  

Ealing Ealing are working on two related schemes: 
 

• a PSL lease of 2.5 years with the supplier but five years between the 
supplier and the landlord where DOD is effected after 2.5 years 

• a Safe Haven scheme for 200 two bed units 
Hamm & 
Fulham 

They have been involved in a small initiative with Octavia Hill whereby they 
purchased 4-5 ex RTBs as a pilot. This proved to be expensive as TA goes.  May 
now get rid of them.  These were ex RTB and yet still barely stacked up 
financially which leads LBHF to the view that Temp to Perm will not work in 
their borough and any scheme needs to be sub regional. 



 - 36 – © 2006/09 CIVIS CONSULTANTS – TEMPORARY TO PERMANENT ARRANGEMENTS 

Harrow Harrow developed a small – 20 unit – scheme with Chiltern Hundreds.  This 
scheme provides discharge of duty from day one. 

Hillingdon None though have commenced discussions with Orchard & Shipman about a 
scheme. 

Hounslow They are exploring a small scheme with Acton whereby Acton would accept 
discharge of duty on some cases for an extra £15 pw 

Kensington & 
Chelsea 

None 

  
Barnet A scheme with Community was developed in 2002 where Community were 

supposed to buy 90 units but only acquired 60.  Barnet do not have nomination 
rights to this stock.  Neither Barnet nor Community would repeat this approach.  
 
Now looking to utilise land in the borough to develop a 40 unit scheme – one and 
two beds.  

Camden None 
Enfield  LBE already have a range of Temp to Perm schemes in place notably  30 L&Q 

HILS properties; a further 30 units with L&Q on a similar 10 year nominations 
deal with another 40 units coming on stream with L&Q over the next few months. 
 
Pathmeads are actively talking with them about a 100 unit scheme which they 
(PHA) are currently seeking to trial with LB Haringey and then move to Enfield 
once the model is established. 
 
LBE also have a number of historic RSL purchased properties from old deals 
such as with Community HA.  The estimate is that it would cost c£14M to 
convert the 166 units to permanent affordable i.e. 30 year standards plus clearing 
debt at an average of £84K per unit. 
 

Haringey There is an L&Q/HILS scheme (based on ex RTB properties) which was 
supposed to generate 90 units but has stopped at 48 because of cost. 
 
Discussions are taking place on a Pathmeads scheme. 

Islington They currently have a small scale scheme with Solon where they take 25 year 
leases on long-term private sector empties (as part of their empty property 
strategy). 

Westminster WCC developed a scheme with Acton in 1998 whereby Acton used a capital 
injection of c£1M to purchase and then remortgage around 440 units in the North 
of the Borough.  The grant represented an average of £35K per unit. 

 
2.4 LOCATION OF POTENTIAL TEMP TO PERM ACTIVITY AND 

COMMITMENT TO A MULTI BOROUGH SCHEME? 
 

The interviews included discussion on the current location of PSL activity and the 
potential location of Temp to Perm activity.  PSL and other exported 
homelessness initiatives are seen as amongst the factors that have created 
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‘hotspots’ in certain lower priced areas of London such as Tottenham.  These 
areas are seen as having too much homeless provision / private letting 
arrangements (some of which has been ‘imported’ from other boroughs) to enable 
settled communities to develop. 
 
Interview with those boroughs who have ‘imported’ homeless cases from other 
boroughs indicates a very strong resistance to the continuation of this process. 
 
Before exploring the contentious issue, then, of ‘exporting’ Temp to Perm it may 
be worth noting an increasing reluctance to utilise out of borough PSL wherever it 
can be avoided which can be typified by: 

 
• Keeping more vulnerable families in borough 
• Early stage thinking that it may be out of borough TA provision that is cut 

first as part of 2010 targets 
• A view that some of the more far flung schemes (Luton, Birmingham) 

have not worked that well 
 

Some boroughs will have difficulty developing in-borough Temp to Perm activity 
– Hammersmith & Fulham, Kensington & Chelsea, Camden, Islington and 
Westminster – for the obvious reason of property prices.   
 
It is worth noting at this point that the Orchard & Shipman and Roselodge 
models, which are described in full below, are based on factoring in any property 
mix and unit cost that a Local Authority may wish to pursue so that the variables 
are conversion rate and length of lease.  In other words higher prices may not be a 
deterrent if a long enough lease can be agreed on. 

 
Conversely other boroughs – Hillingon, Barnet, Enfield – are now strongly of the 
view that members will no longer support the ‘importing’ of schemes from other 
boroughs. 
 
West London boroughs are unanimously committed to a sub-regional Temp to 
Perm response perhaps in part based on what appears at this stage to be a greater 
development of sub-regional activity in the West as opposed to the North.  
Hovering at the back of this is, of course, a concern as to whether sub-regional 
arrangements will survive when the transfer of housing responsibilities to the 
Mayor takes place. 

 
Whilst there seemed to be little enthusiasm for a West / North combined response 
there were a handful of boroughs from each sub region who saw no difficulty and 
potential advantages in working with specific boroughs from the other sub-region.  
This was largely a matter of historical joint working. 
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3 LOCATION OF POTENTIAL TEMP TO PERM ACTIVITY AND 
COMMITMENT TO A MULTI BOROUGH SCHEME?  

 Location Multi Borough Commitment 
   
Brent In borough Strong 
Ealing In borough Collaboration a possibility 
Hamm & 
Fulham 

Out of borough Strong 

Harrow In borough Strong 
Hillingdon In borough Strong and would like to see W London 

team developed for this purpose. 
Hounslow In borough Strong 
Kensing & 
Chelsea 

In borough, out of borough, o ut of sub 
region 

Strong 

   
Barnet In borough (plus net importer of other 

boroughs’ schemes) 
Strong 

Camden Out of borough Strong 
Enfield  In borough (plus net importer of other 

boroughs’ schemes) 
Negative – members not convinced of 
gains. 
 

Haringey In borough 
 

Interest in a multi borough response as 
potentially offering VFM. 

Islington Out of borough Strong 
Westminster In sub-region, out of sub-region, 

accessible to our nominees 
Wish to explore sharing of risk 

 
2.5 REDUCTION STRATEGY 
 

Total Volumes of TA 
 

Data on current TA and TA reduction strategies has firmed up significantly.  The 
current estimated total volume of TA activity for the thirteen boroughs is 32,134 
and, therefore, the total volume will need to be decreased by c. 16,000 by 2010. 

 
TA Reduction Data4 

 
 A number of the authorities have been able to give us a quantified account of how 

the 2010 targets will be met and the profile of applications and acceptances in the 
light of prevention strategies.  Two key themes emerge, however: 

 
• The impact or assumed impact of prevention strategies 
• The planned for use of qualifying ASTs as a way of driving down 

numbers. 

                                                 
4 See Appendix One 
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 Confidence in achieving reduction targets 
 

Authorities inevitably take different position on the achievability of the 2010 
targets: 

 
• For a few they represent a major challenge 
• One or two authorities are confident of achieving reduction targets and 

have therefore not given Temp to Perm priority or factored it  into their 
strategy 

• For the rest targets are tough but probably achievable  
 
 Implication of Prevention Strategies 
 

Authorities are at a different stage in getting prevention strategies operational: 
 

• Operational (3) 
• Operational and impacting on numbers (7) 
• ‘Behind the game’ and therefore not yet impacting on numbers (3) 

 
The profile of homelessness applications and acceptances is also changing for a 
number of authorities: 
 

• Both reducing (9) 
• Numbers steady (3) 
• No information at present (1) 

 
There is some suggestion that demand might be ‘being suppressed’ but as the 
homelessness applications / acceptances profile starts to harden up it would 
appear that the overall position will be one of a steady and significant drop in 
overall numbers that will therefore impact on TA demand itself and the appetite / 
volume required for other strategies.  Some of the prevention cases, of course, 
might not have subsequently led to an acceptance. 

 
 Shifts away from HALS provision 
 

The analysis suggests a very significant movement away from HALs provision 
with HALS likely to bear the brunt of the cuts required to hit the targets.  This is 
both because PSL is a net generator of income for some Local Authorities and 
because there is a commonly held view that the private sector provides better 
quality services. 
 
More recent information suggests that a number of Authorities are now in 
negotiations with HALS providers to convert HALS schemes into direct lets 
(qualifying offers).  The immediate reaction from a number RSLs has been one of 
concern about loss of income.  However, both Dominion and Notting Hill, from 
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our interviews, are both now in active discussions to see if direct letting schemes 
can be put in place to flow on from current HALS provision. 
 
A small number of authorities see HALS as having a specific role with regard to 
larger properties. 
 
Given HALS schemes represent possibly one third (c. 11,300) of current 
provision a substantial move away from traditional HALS may encourage other 
associations as well as Pathmeads and Notting Hill to explore new models and 
new Temp to Perm models. 

 
 Temp to Perm as part of the reduction strategy 
 
 At the time of the interviews a number of authorities had factored some element 

of Temp to Perm into their calculations.  Others were concerned about the 
DCLG’s position on this and had a ‘watching brief’ until there was a shift in 
position on the status of Temp to Perm5. 

 
2.6 TEMP TO PERM TARGET NUMBERS (RANGE) 
 
 As part of the interviews we requested information on the ideal split of unit size in 

any Temp to Perm provision.  It would be fair to say that a number of those 
authorities who have explored Temp to Perm in any depth have come to the 
conclusion that it works best with two bed units. 

 
 We wanted, however, to explore the extent to which the various Temp to Perm 

models could meet the broader aspirations of Authorities including larger units.   
 
 This is important for three reasons: 
 

• Firstly the very severe lack of larger affordable housing provision 
• Secondly given the fact that families may stay in temp to perm for some 

time, the not unreasonable assumption that family size may increase 
• And thirdly responding in particular to the needs of black and minority 

ethnic families who as well as representing 60% of homelessness 
acceptances (compared with a London population of 23%); tend to present 
as larger family units. 

 
 The schedule below, therefore, largely represents a wish list which is under 

pinned by the more pragmatic view that, perhaps, Temp to Perm can only deliver 
one very specific part of the desired programme, namely smaller units. 

 
 
 
                                                 
5 During the course of the review at the workshop that we ran DCLG made it clear that temp to perm would 
not contribute to the 2010 targets. 
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Unit Size Breakdown 
 

On current estimates 52% of Temp to Perm provision should still be for two beds; 
26% for three beds; 12% for four beds and above; and 10% for one beds.   

 
4 Temp to Perm 

Target numbers 
(range) est6 

1 bed (%) 
 

Number 

2 bed (%) 
 

Number 

3.bed(%) 
 

Number 

4 bed + (%) 
 

Number 
Brent 500 in addition to PFI 

scheme 
 

500 

17% 
 
 

85 

46% 
 
 

230 

27% 
 
 

135 

10% 
 
 

50 
Ealing 200 with Safe Haven 

and poss 200 more 
 

400 

0% 
 

 
0 

100% 
 

 
400 

0% 
 

 
0 

0% 
 

 
0 

Hamm & Fulham 75 minimum but now 
more substantial 
range 
 

120 

25% 
 
 
 

30 

50% 
 
 
 

60 

25% 
 
 
 

30 

0% 
 
 
 
0 

Harrow Pilot of 50 but would 
expand for VFM 
reasons 
 

100 

0% 
 
 
 
0 

33% 
 
 
 

34 

33% 
 
 
 

33 

33% 
 
 
 

33 
Hillingdon Pilot of 200-250 but 

overall target c 1,000 
 

1,000 

8% 
 

 
80 

48% 
 

 
480 

27% 
 

 
270 

17% 
 

 
170 

Hounslow Pilot of 50 but overall 
target c 200 
 

200 

0% 
 

 
0 

40% 
 

 
80 

40% 
 

 
80 

20% 
 

 
40 

Kensington & 
Chelsea 

Range of 200-500 
 

350 

0% 
 

0 

50% 
 

175 

50% 
 

175 

0% 
 

0 
 
Barnet Pilot of 40 

 
40 

20% 
 

8 

70% 
 

28 

5% 
 

2 

5% 
 

2 
Camden Pilot of 100 but 

potential for 
considerably more 
 

100 

0% 
 
0 

55% 
 

45 

25% 
 

45 

20% 
 

10 

Enfield Pilot of 100 but may 
expand 
 

200 
 

0% 
 
 
0 

33% 
 
 

67 

33% 
 
 

67 

33% 
 
 

66 

                                                 
6 We have included hard numb ers that we ourselves have generated in a number of instances from the tenor 
of the interview so as to provide overall estimates 
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Haringey Pilot of 100 but may 
expand 
 

200 

0% 
 
 
0 

50% 
 
 

100 

30% 
 
 

60 

20% 
 
 

40 
Islington Pilot of 100 but may 

expand 
 

200 

0% 
 
 
0 

70% 
 
 

140 

30% 
 
 

60 

0% 
 
 
0 

Westminster 150 pa so c. 450 
 

450 

40% 
 

180 

40% 
 

180 

10% 
 

45 

10% 
 

45 
W LONDON 
ESTIMATES 

 
2670 

 
195 

 
1459 

 
723 

 
293 

N LONDON 
ESTIMATES 

 
1190 

 
188 

 
560 

 
279 

 
163 

TOTAL  
3860 

 
383 

 
2019 

 
1002 

 
456 

 
2.7 THE MATRIX 
 

A matrix was then compiled to cross reference the aspirations of the authorities 
with the emergent provider models (see Chapter B4 below for more information 
on those models).  The reference in the matrix to multiple providers and the 
overwhelming view that this is the preferred route forward flows from attitudes to 
risk i.e. having more schemes tends to minimise risk.  Even boroughs such as 
Ealing, which have commenced or are about to commence on a single borough 
scheme, remain committed to a multi borough approach.  
 
On the providers issue whilst there is considerable interest in the Safe Haven and 
Orchard & Shipman model there is also a common view that  
 
(a) RSL involvement should be from day one rather than at the point of 
conversion;  
(b) some of the partnerships proposed seemed unnecessarily complex 
(independent provider plus RSL plus financing body plus profit margin) and 
would it not be simpler for the whole thing to be run by an RSL especially if they 
put some cash up front. 
 
Only one authority is stating clearly that they are in a position to make a capital 
commitment at the beginning of the scheme.  A very few others may ‘possibly’ be 
able to do so but usually in a minor way and would in any event ‘probably’ prefer 
an entirely revenue funded scheme 

 
Five of the thirteen authorities would wish to see this as a discharge of duty 
scheme from day one.  This is primarily because of the DCLG position that Temp 
to Perm, utilising HB Cap and Non Secure Tenancies, does not count towards the 
2010 targets.   
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‘Not an issue’ under affordability does not necessarily mean that the Local 
Authority is not concerned but rather that the point of Temp to Perm is to 
purchase stock and so high rents need to be sustained and affordability dealt with 
by other routes. 

 
What is not clear from the matrix is the strength of view to the effect that 
expenditure on PSL utilises huge sums of public funding without generating any 
assets and that Temp to Perm is, therefore, a sensible way to use revenue 
expenditure to develop public property assets. 
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5 The Matrix 
           
 Number of 

units 
Schemes Provider  Length 

of TA 
period 

Capital 
Available 

Revenue 
only 
model 

DOD On going 
revenue 
commitment 

Affordability Exit route 

  (S)ingle 
(M)ultiple 
scheme 
(U)ncertain 

(RSL) 
(O)ther 
(N)eutral 

 (Y)es 
(N)o 
(P)ossible 
(U)nlikely 

(Y)es 
(N)o 
(P)robable 

Day 
(1) 
(S)plit  
(A)ny 

(Y)es 
(N)o 
(U)ncertain 

(WF) Working 
Futures type 
model 
(S)ubsidy from 
council 
(M)ove tenant 
(N)ot an issue  
(I)ssue but no 
proposals  

(M)inor 
Conversion up to 
10%) 
(Mo)derate 
Coversion 
between 10 and 
25% 
(A)ny conversion 
(U)ncertain 

           
Brent 500 M RSL Any N Y 1 N N M 
Ealing 400 M O RSL 10-15 U Y A N WF M 
Hamm & 
Fulham 

120 M RSL 10-15 N Y A U WF U 

Harrow 100 U RSL Any U Y 1 N I A 
Hillingdon 1,000 U O 10 N Y A N N M 
Hounslow 200 M RSL Any N Y A & S N WF, M  U 
Kensington 
& Chelsea 

350 M O Any Y N 1 Y N WF A 

           
Barnet 40 S N Any N Y A N N A 
Camden 100 M RSL 10-15 P P A N WF Mo 
Enfield 200 M 0 & RSL Any U Y 1 N M M 
Haringey 200 M N Any U Y A N S & WF M 
Islington 200 M N Any P P 1 N WF, M  M 
Westminster 450 M RSL 10 N Y A N WF A 
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333...   TTTHHHEEE   PPPOOOLLLIIICCCYYY   CCCOOONNNTTTEEEXXXTTT   
 

3.1 INTRODUCTION 
 
As part of the stage one process we had proposed telephone interviews with key 
policy makers to better understand the contextual environment.  In practice we 
became aware just how current and lively the Temp to Perm debate is presently 
and therefore undertook a series of face to face interviews with DCLG, the ALG 
and the GLA, the Government Office of London and the Housing Corporation. 
 

3.2 DCLG 
 
DCLG generally are very keen on the Temp to Perm process. It was seen as 
unlikely, however, that ministers would accept it as contributing to the 2010 
targets.  Affordability is also a key concern. 
 
Discussions between DCLG and DWP regarding the Working Futures project are 
ongoing.  Consideration is being given to whether Working Futures may be able 
to provide an answer to the affordability issue i.e. with a substantial element of 
benefit being converted to block grant arrangements but this was also deemed to 
be unlikely.  One issue they are dealing with is what happens to the block grant 
arrangement if a family goes into work and is therefore not eligible for benefit. 
 
DCLG are very interested in the use of capital grant upfront if that helps provide 
some element of affordability / larger units.  There are unlikely to be any special 
capital funding mechanisms for this purpose via the DCLG.  All such funding 
now has to be via regional housing boards or the Housing Corporation.   
 
DCLG do not take the view that the emphasis on encouraging homeless families 
to take qualifying ASTs will simply delay those families representing as 
homeless.  Instead various boroughs (lead borough Croydon) are looking at key 
determinants for a qualifying AST e.g. agreement to a two year tenancy all other 
things being equal.   
 
A revised code of guidance for temporary accommodation has recently been 
produced. 

 
3.3. GOVERNMENT OFFICE OF LONDON / LONDON HOUSING BOARD 
 
 At the time of this meeting the LHB had £20M available to support temp to perm 

type initiatives.  The subsequent DCLG Extra Homes Pilot announcement 
increased that to £30M.  Criteria for the bidding process for that fund are due to 
be announced in September. 
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They would also be concerned that arrangements included some degree of 
affordability 

 
3.4 HOUSING CORPORATION 

 
The Housing Corporation’s position is outlined in the consultation paper 
‘Tackling Homelessness’ which encourages associations to make better use of 
existing stock including privately owned existing stock and seeks to encourage 
‘innovation aimed at converting privately leased stock into permanent homes’. 
 
The Housing Corporation are concerned that a number of the models being 
developed assume housing association involvement at, for instance, year ten but 
neither the Corporation or the associations themselves are significantly involved 
in the process at the planning stage. 
 
The Corporation have requested a briefing on the whole process and then may be 
open to a debate about: 
 

• how do associations become involved at an earlier stage 
• the possibility for some degree of upfront capital allocation to assist with 

issues like affordability and unit size in addition to the Extra Homes Pilot. 
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444...   TTTHHHEEE   PPPRRROOOVVVIIIDDDEEERRR   MMMOOODDDEEELLLSSS   
 
4.1 INTRODUCTION 
 
 Interviews were held with: 
 

• Catalyst 
• Community Housing Association 
• Dominion 
• LINT UK 
• Local Space 
• London & Quadrant / HILS 
• Orchard & Shipman 
• Notting Hill Housing Trust 
• Pathmeads Housing Association (part of the Genesis Group) 
• Roselodge 
• Safe Haven 

 
LINT UK are a PSL provider in Newham and other boroughs wishing to develop 
Temp to Perm arrangements in N London.  At present their proposals are 
undeveloped and so they are not included in the analysis below. 

 
4.2 THE ANALYSIS 
 
 For the purposes of analysing the various provider models on the table and for our 

subsequent modelling in Sectio n C below we have grouped provider offers as 
follows: 

 
• Revenue only model 
 
• Revenue only model based on capital appreciation 
 
• Revenue only model with charitable delivery vehicle 
 
• Capital investment at commencement models 

 
 It is important to note that our assessment is that there are some variants of the 

Temp to Perm range of options not covered by the current provider offers and that 
these variants might have considerable benefits were they to be worked up by one 
or more provider agencies.  This is one of the goals of the modelling exercise in 
Section C below. 
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4.3 REVENUE ONLY MODEL 
 
 Revenue only models have been developed by Safe Haven, Orchard & Shipman, 

Pathmeads and Roselodge.  Local Space are now also working up such a model.  
Notting Hill are working up a model which is a slight variant on the others and 
which is described below.  Safe Haven are unique in using a specially created 
charitable vehicle and so they, also, are described separately below. 

 
 The Orchard & Shipman, Roselodge and Pathmeads models are largely identical.  

If we start then with the Orchard & Shipman / Roselodge / Pathmeads model and 
concentrate on the account provided by Orchard & Shipman the key features are: 

 
• The Local Authority identifies need in terms of volume and property mix 
• O&S identify capital acquisition costs where the area can also be a 

determinant 
• Lloyds TSB provide the funding through an SPV 
• The Local Authority indicates whether it wishes to operate at cap or below 
• The occupants remain on an NST 
• The Local Authority guarantees whatever rent is in the model regardless 

of changes to HB etc 
• A small percentage of voids is factored into the model but any significant 

voids / rent losses though failure to relet; changes to the HB system are 
down to the Local Authority 

• The model then generates an indication of conversion of debt to equity at 
5, 10, 15 years etc 

• On the modelling they have done so far (for Hillingdon) there is a 45% 
conversion after 10 years 

• RSLs, ALMOs etc can buy out the stock at any one of the five yearly 
break clauses. Local Authorities will identify one or more preferred 
partners for this purpose 

• At present RSLs only get involved at that point. 
• Lloyds financing for this purpose is very substantial (i.e. more than they 

are ever likely to draw down)  
• Critical mass means that anything less than 200 units in any given Local 

Authority is probably not VFM (see Chapter C7 below for a discussion of 
economies of scale). 

 
Further detail can then be discerned from the proposal being formulated with 
Hillingdon as follows: 
 

• They are looking at street properties (1 to 4 beds) 
• O&S will acquire the properties on behalf of Lloyds 
• They are looking for properties that reach the ‘minimum letting’ standard 

plus they may ask for an assessment, by the housing association likely to 
acquire the stock, of the longer term viability of these properties 
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• It will be more cost effective if they purchase properties in tranches rather 
than one by one 

• The plan is to substitute these properties for PSL schemes where the lease 
expires (it might be the same property of course) 

• Lloyds will hold the properties in an SPV for 10 years 
• After that the properties will be offered to the preferred partner 
• Lloyds will guarantee a debt position at year 10 
• At present the model suggests 45% of debt will be cleared 
• Rents payable increase at RPI plus 0.5% 
• The cost to the RSL will be the net cost at 10 years i.e. capital appreciation 

(or loss) is not a factor. 
• O&S will manage the stock on the same terms as their PSL arrangements 

and for the same weekly fee.  
• The whole package can be extended for a further five years (and again if 

necessary) 
• The Hillingdon cap is £340.  O&S would come in at ‘significantly’ less 

than that.  The rent charged would be averaged out over different size 
properties. 

 
KEY FEATURES OF THE MODEL 
  

1. Completely flexible model in terms of unit size; location length of term. 
 
However, the probability is that operating significantly within cap or even 
close to cap will reduce this flexibility considerably and draw us back to 
two bed units in cheaper areas 

2. At ten years (or longer) the debt equity conversion rate is guaranteed.   
 
This model suggests a slightly lower rate of conversion than Safe Haven 
which estimates 50% at year ten.  
 
An association then purchases the stock at 55% of original cost; and 
refinances the scheme at affordable rent levels. 

3. The scheme operates at non affordable rent levels for the length of the 
lease and therefore does not contribute to 2010 reduction targets. 

4. At present this and similar models (see Safe Haven discussion below) are 
primarily driven by acquisition costs. 

5. There is an assumption that in the current climate it is relatively straight 
forward to buy off market at c90% of market value. 

6. All things being equal families can stay in good standard accommodation 
for an extended period of time with all the educational and health care 
benefits that implies.  Affordability / economic activity issues are not 
factored in and it would be up to the Local Authority to rehouse a family 
where necessary. 
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4.4 REVENUE ONLY MODEL BASED ON CAPITAL APPRECIATION 
 
 Notting Hill are working up a variant of the revenue only model that does take the 

capital appreciation of the stock acquired into account and utilises an interest only 
finance arrangement. 

 
KEY FEATURES OF THE MODEL 
  

1. Loan finance would be based on a 20 year interest only mortgage. 
2. Rent levels including a management fee would be guaranteed by the 

Local Authority for the period of the lease sufficient to service interest 
payments on the loan, cover operating costs and provide a 5% net surplus 

3. Rents would increase in line with a guaranteed RPI formula (to be 
determined) 

4. The target is the conversion of a minimum of 70% of units purchased to 
permanent social housing at the end of the lease (i.e. not necessarily after 
10 years).  Depending on capital growth further acquisitions could be 
financed through the sales or there could be further borrowing against the 
equity in the original units. 

5. The repayment arrangements assume 100% capital appreciation over 20 
years; sale of 30% of the units allowing 60% of debt to be cleared and 
40% to be refinanced. 

6. Property management would be undertaken by NHHT on the same terms 
as HALS / PSL 

7. The model assumes acquisition of two bed houses or maisonettes.  NHHT 
plan to undertake more detailed modelling in individual boroughs though 
NB their assumption that borrowing would be limited to the purchase 
price only and that set up costs (est at £15K per unit) would need to be 
funded through other routes. 

 
4.5 REVENUE ONLY MODEL WITH CHARITABLE DELIVERY VEHICLE 
 
 Safe Haven is another revenue driven model.  Property prices in the Safe Haven 

model include a proportion of start up costs, property finding fees and, depending 
on the condition of the property, an upfront lump sum for major works.  These 
additions could be as much as 15% of the market value of the unit. 

 
 Safe Haven is the first to be operational amongst the second wave of Temp to 

Perm schemes in the two sub regions and is currently purchasing properties in 
Ealing at somewhat less than the original target price. 

 
 The key variant is that the principal mover, UK Structured Finance, have chosen 

to create a charitable delivery vehicle, Safe Haven. 
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 Perhaps delivery vehicle is not the correct phrase as acquisition is undertaken by 
UKSF.  In the Ealing instance the borough are undertaking the management of 
this stock.  Elsewhere UKSF could undertake this on standard PSL terms. 

 
 The advantage of the charitable vehicle would therefore appear to be that: 
 

• There is no stamp duty on acquisitions and subsequent sales 
• Corporation Tax does not apply to any profits 
• And perhaps it is a more acceptable vehicle for social housing activity. 

 
KEY FEATURES OF THE MODEL 
  

1. Safe Haven are acquiring properties relatively easily at less than their 
target prices.  Once again the target is two beds in cheaper areas of the 
borough. 

2. They have received up front development funding from Partnerships UK 
(£600K for Ealing) on an interest free basis; repayment being built into 
the model for each individual property at £5K.  Partnerships UK are keen 
to do more. 

3. An acquisition price range of £155-175K in Ealing leads to 50% debt to 
equity conversion after 10 years.  In Haringey higher property prices 
require a 15 year term leading to c 60% debt to equity conversion. 
 
Their view is that there is an acquisition ceiling of c£250K over twenty 
years at which point the model ceases to be viable. 

4. The lease rental in Ealing is currently estimated at £285 per week, the 
balance between that and cap being used by the authority to cover 
management and other costs. 

 
4.6 CAPITAL INVESTMENT AT COMMENCEMENT MODELS  
 
 The early stage ‘protype’ Temp to Perm models were often configured on the 

basis of some element of capital funding up front.   
 
 By way of illustration we have focussed on the London &Quadrant / HILS model 

as a case study revealing some of the difficulties that these kinds of schemes can 
encounter; and Local Space as a substantially capital led model. 

 
 London & Quadrant / HILS 
 
 There have been two phases to HILS.  The first commenced approximately ten 

years ago with L&Q purchasing about 350 street level properties on a five year 
lease back arrangement at the end of which they could be purchased through grant 
or sold.  In practice all units were purchased through grant before the five year 
period was up.  Rents were structured within HB cap.  That process dried up 
towards the end of the 90s because of the rapid rise in property prices. 
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 More recently L&Q have run HILS phase two.  In this instance the target was 500 

units (they have achieved 440) 
 

KEY FEATURES OF THE MODEL 
  

1. Based on an average acquisition price of £220K, the scheme needs an 
average capital injection of £35K per unit 

2. Rents are based on cap with the Local Authority providing a rent 
guarantee for 10 years minimum. 

3. Properties are generally managed by L&Q 
4. The original scheme took a very long time to approve and L&Q incurred 

start up costs because of this that they are dubious they can recover. 
5. This was compounded by early problems with councils not paying lease 

rentals. 
6. The scheme in Haringey has now been stopped because of property prices 

(NB Tottenham was redlined for this purpose). 
7. A new scheme is being discussed in Enfield where there appears to be no 

grant requirement. 
8. Generally however, L&Q would only consider further such schemes if 

the Housing Corporation were to put in a grant in the order of £35K per 
unit and even then they would be hesitant at this stage to roll this process 
out further. 

 
 A relatively similar message was given by Community who saw there being 

opportunistic capital enabling them to acquire a portfolio of Temp to Perm 
properties but where targets were ultimately not met because of property prices. 

 
 Catalyst are working up a further scheme requiring up front capital.  Their 

position can be summarised as: 
 

• Scepticism about the acquisition of ‘bargain basement’ properties in the 
£150-£170K range 

• A view that an average acquisition price of £250K offers a better outcome 
all round 

• A concern that their exposure with a portfolio of properties averaging 
£250K would be considerable and an interest, therefore, in exploring joint 
vehicles. 

• A view that given the potential scale of Temp to Perm (£5bn of debt 
financed investment delivering 20-30,000 homes) that a consortium of 
RSLs might be a sensible approach. 

 
 Local Space  
 
 Local Space is also a capital driven model, in this instance capital being derived 

from a combination of stock transfer (450 units from LB Newham valued at 
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approximately £50M) and £25M grant from the Housing Corporation.  Local 
Space has registered as a housing association to enable both of these processes to 
take place. 

 
KEY FEATURES OF THE MODEL 
  

1. The stock transfer will then enable Local Space to borrow a further 
£200M with a view to acquiring a further 1,000 properties over the next 
two years. 

2. Average acquisition cost is estimated at £191K plus c£10K to bring 
properties up to a Local Space set standard. 

3. Properties will be leased to Newham for 10 years with an option to 
extend the lease for a further 5 years. 

4. The estimate is that between years 16-18 c300 units will be sold to repay 
the outstanding loan. 

5. Newham will undertake management and day to day maintenance with 
Local Space responsible for major repairs 

6. The average rent is estimated at £240 per week.  The portfolio is made up 
of one beds (30%), two beds (40%) and three beds (30%). 

7. As debts are paid off properties will be converted to a social rent. 
8. Estimated surpluses of £50M made from the scheme over the 15 year 

period will be available for further investment in social housing. 
 
 Local Space are also working up a revenue driven model for use in other 

boroughs where a similar transfer of stock is unlikely. 
 
4.7 OVERALL CONSIDERATIONS 
 
 Standards 
 
 In each of the interviews we asked for information on standards and received very 

variable responses.  A number of providers refer to having their own sets of 
standards; another refers to a minimum lettings standard and Roselodge talked in 
terms of Decent Homes Plus.  There is clearly no consistency and a strong view 
that standards are currently provider driven. 

 
 Lease Rental Arrangements 
 
 All models work on the basis of a guaranteed lease rental stream from the 

particular Local Authority with rent increases factored in at a percentage level 
over RPI. 

 
 Timing of Acquisitions  
 
 Revenue driven models appear to offer maximum flexibility but in practice are 

only likely to work with specific and limited property sizes in specific and limited 
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locations.  Having said which there would appear to be a current window of 
opportunity to acquire stock at less than target prices.  The Community and L&Q 
models are salutary in suggesting that that window of opportunity is likely to be 
time limited and that current models may not stack up should the property market 
start to move upwards again rapidly. 
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555...   MMMAAATTTRRRIIIXXX   ///   PPPRRROOOVVVIIIDDDEEERRR   OOOFFFFFFEEERRR   CCCOOOMMMPPPAAARRRIIISSSOOONNN   
 
5.1 INTRODUCTION 
 
 Attempting to match the matrix of Local Authority appetite with the provider 

offers generates the following overview: 
 
   

1. Discharge of Duty 
 
Five of the thirteen authorities were 
looking for discharge of duty from day 
one 

No 
 
These schemes do not provide for 
discharge of duty.  Many authorities are 
now exploring this through other routes 
– negotiations with HALS providers 
and direct lettings into the private 
sector. 
 

2. Revenue Only Models 
 
Twelve of the thirteen Local Authorities 
are looking for revenue only models 

Yes 
 
These are certainly being developed but 
are probably only functional against one 
and two bed schemes in less expensive 
areas of London. 
 

3. Preferred Provider 
 
Six of the 13 preferred an RSL 
provider; a further three were neutral; 
two were comfortable with either the 
private sector or an RSL and two 
preferred the private sector. 
 

? 
 
With the exception of Pathmeads no 
RSL has a worked up model as far as 
we are aware. NHHT should have one 
shortly.  At present this is a private 
sector driven initiative. 

4. Affordability 
 
For three authorities securing a social 
asset and providing settled 
accommodation is the primary 
objective.  The others would want to 
see a degree of affordable provision 
built in.  The usual reference is to 10-
15%. 
 

No 
 
None of the models has factored in 
affordability.  The assumption is that 
the Authority would rehouse families 
who became economically active. 

5. Standards 
 
The emergent view is that Authorities 

? 
 
The position is extremely variable 
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would look to Decent Homes Plus as a 
consequence of PSA7 

though it would be fair to say that all 
providers are very aware of this as a 
live topic.  There was much reference 
by the private sector to the fact that the 
standards they propose exceed much of 
existing Local Authority provision. 
 

6. Length of Lease  
 
Two authorities would prefer ten years; 
a further three would prefer between ten 
to fifteen years.  The remaining eight 
will accept any (reasonable) time frame. 
 

Yes 
 
The more advanced provider models 
offer different terms for reasonable 
levels of debt to equity conversion 
depending on location.  What is self 
evident is that those calculations are all 
based on relatively low cost property 
markets and there has to be 
considerable doubt as to whether a 
‘reasonable’ term is possible in more 
expensive property markets. 
 

7. Unit Size  
 
The preferred split is: 
 
One beds – 10% 
Two beds – 52% 
Three beds – 26% 
Four beds plus – 12% 
 

Partially 
 
The modelling and the provider offers 
suggest that any unit size is possible but 
the combination of HB cap and 
acquisition costs means that provision 
will be mainly of one and two beds. 

8. Multi borough approaches 
 
The near unanimous position is one of 
wishing to see a multi borough scheme 
running alongside schemes with 
individual boroughs. 

No 
 
Impressionistically providers would 
strongly prefer a series of individual 
borough deals perhaps seeing the multi 
borough agenda as an unnecessary layer 
of additional bureaucracy. Despite that 
view they will certainly bid for a multi 
borough scheme and provided 
indicative submissions for such a 
scheme as part of this review. 
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666...   SSSUUUMMMMMMAAARRRYYY   PPPOOOSSSIIITTTIIIOOONNN   
 
6.1 INDIVIDUAL ARRANGEMENTS  
 
 The provider interviews (and some of the Local Authority interviews) suggest that 

a number of single borough deals are likely to be put in place fairly shortly.  
These will be revenue driven and seeking to exploit a window of opportunity in 
the current property market.  Units acquired will be primarily two beds in low cost 
areas and factored on a 10 or 15 year period to achieve a reasonable conversion 
rate of debt to equity.  It is not difficult to see that the bulk of the needs of those 
boroughs with less expensive property markets for two bed units could be met 
through these routes. 

 
 Acquisitions will be opportunistic; largely feeding off PSL leases coming up for 

renewal; new build developments just coming on to the market and perhaps some 
element of ex RTB.  Unless boroughs redline certain areas, location will be driven 
by price. 

 
 There is little appetite amongst Authorities and none amongst providers for 

structuring the complex borough driven and controlled deals like the Newham 
arrangement with Local Space and the Brent PFI scheme. 

 
 A perfectly reasonable out come to this process would be to have these deals 

flowing forward and generating say 2,000 two beds as Temp to Perm with 50% of 
debt cleared in ten to fifteen years and the schemes then refinanced by an RSL as 
affordable social housing. 

 
6.2 A VARIANT MODEL 

 
The less formal part of the interviews with one or two of the private sector 
providers hinted at a recognition of the limitations of the model.  Two referred to 
RSLs getting a very good deal at years ten or fifteen (being able to purchase 
properties at c50% of historic cost value) and felt that there should at least be a 
debate with those RSLs about putting properties or capital into the scheme from 
the outset so as to provide greater flexibility. 
 
Variant One  would therefore be to factor in a capital investment element to the 
acquisition programme to enable either shorter lease terms; and/or a percentage of 
affordability and/or larger units and/or acquisitions of higher price units. 
 
Experience suggests (L&Q HILS, Community, Dominion) that relatively modest 
sums say in the order of £35K do generate a degree of flexibility but not sufficient 
to meet the goals of the total programme.  That experience also suggests that in a 
rising property market these sums are insufficient for certain key areas of London. 
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Other discussions have suggested £50K as a more appropriate figure.  Obviously 
for any volume of activity the sums of capital would need to be significant 
 
Variant Two would be to consider the part Temp to Perm can play with regard to 
private sector regeneration strategies.  An initial concern with this piece of 
work was whether Temp to Perm strategies would tend to focus on ‘hotspot’ areas 
of poorer housing, less developed infrastructure and therefore detract from the 
drive for sustainable communities.  That view has shifted during the course of the 
review as a consequence of starting to think through the implications of the 2010 
reduction strategy.  Our estimates suggest that if targets are to be achieved then 
some 16,000 units of temporary accommodation need to be off-loaded by the 13 
authorities.  Where possible, inner boroughs will seek to revert to a higher profile 
of in borough provision.  That level of off loading is likely in itself to generate a 
significant level of destabilisation in already pressurised areas. 
 
One option might therefore be a targeted programme of Temp to Perm 
acquisitions in those areas most likely to be at risk.  This is precisely the Local 
Space / Newham strategy which also factors in a neighbourhood management 
vehicle. 
 
Variant Three is affordability.  None of the current provider offers makes any 
provision for affordability.  The optimal approach would be a revised Working 
Futures model which saw all rents set at affordable levels with separate block 
grant supporting the acquisition / mortgage redemption process.  Short of that 
there needs to be more formal investigation of factoring in 10-15% affordability 
levels. 
 
Variant Four is standards  where the current ad hoc arrangement needs replacing 
with a sub regional set of standards. 
 
And the final variant is of course a multi borough model whereby: 
 
Ø A multi borough team or similar specifies volume, location, standards for 

a Temp to Perm programme 
Ø Capital grant aid is jointly sought from LHB, the Housing Corporation and  

any borough / housing association able to offer stock or cash to provide 
flexibility over and above the limitations of a purely revenue driven model 

Ø Providers are invited to tender for all or part of the programme. 
 

The potential dangers with such an approach are time i.e. it would need to be put 
in place sufficiently rapidly to benefit from market opportunities; and provider 
appetite for such arrangements which would be limited if they thought they could 
do enough business on a borough by borough basis. 
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SSSEEECCCTTTIIIOOONNN   CCC   –––      
TTTHHHEEE   MMMOOODDDEEELLLLLLIIINNNGGG   PPPRRROOOCCCEEESSSSSS   
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111   IIINNNTTTRRROOODDDUUUCCCTTTIIIOOONNN   TTTOOO   TTTHHHEEE   MMMOOODDDEEELLLLLLIIINNNGGG   
PPPRRROOOCCCEEESSSSSS   

 
1.1 INTRODUCTION 
 

A substantial element of the total piece of work was to work up one or more 
models of a multi borough approach to the procurement of temp to perm 
accommodation.  The underlying assumptions were that: 
 

• A number of boroughs would each enter into one off contracts with 
providers such as LB Ealing with Safe Haven 

• A considerable number of the boroughs were also interested in the benefits 
of joint procurement 

• We needed prior to any such joint procurement to establish that the end 
result would represent Value For Money 

• We needed to explore the mechanisms for effective multi borough 
procurement. 

 
Section C of this report, therefore, provides: 
 

• An analysis of the various stages of the modelling of a multi borough 
approach to temporary to permanent procurement.   

• A framework for that procurement to take place 
• An indication of the next stages to effect implementation should a group 

of boroughs wish to take this forward. 
 
For the purposes of this exercise we have utilised a model based on all the 
boroughs in a specific sub region working together.  It is important to note that the 
model can easily be adapted to allow for smaller groupings of boroughs working 
together either within a sub region or across the two sub regions. 

 
1.2 THE POLICY CONTEXT 
 

The budget included reference to an Extra Homes Pilot which refers, amongst 
other things, to the temp to perm initiative and this was followed by a press 
release from the DCLG confirming the pilot.  Subsequently two meetings were 
held with the DCLG to explore the parameters of this Extra Homes Pilot (EHP) 
and the links between that initiative and this piece of work.  The second meeting 
included utilising the financial model generated for this review as a tool to 
explore how the EHP might work.  Subsequently DCLG released further guidance 
on the pilot and its timetable. 
 
Key pointers include: 
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• Criteria for the Extra Homes Pilot are now being developed with a view to 
guidance being issued in September for bids for a £30M funding pot.   

• Bids for the £30M should offer qualifying ASTs through a combination of 
block grant and Local Authority match funding. 

• Schemes will therefore contribute to 2010 targets 
• Income streams should be based on reference rents rather than HB cap so 

as to secure a reduction in the total HB spend 
• The outcome should be the conversion of a substantial volume of the stock 

to affordable housing but an acceptance that this may well require some 
sale of stock 

 
Chapter C3 in this section explores the DCLG proposals in more detail and then 
takes the modelling further to look at how the DCLG initiative could run 
alongside, form a tranche of, the multi borough procurement we are proposing. 
 

1.3 THE PROVIDER POSITION 
 

At one of the project board meetings we presented a comparison between the two 
most worked up provider models (Safe Haven and Orchard & Shipman) and the 
multi borough model we have worked up.  That showed some cost efficiencies 
would be gained through a multi borough model. 
 
We have subsequently repeated the provider modelling exercise with Roselodge 
and Pathmeads. 
 
A further chapter in this part of the review therefore considers the different 
approaches of the provider models in the market and attempts to make a cost 
comparison with the multi borough model.  

 
 



 - 62 – © 2006/09 CIVIS CONSULTANTS – TEMPORARY TO PERMANENT ARRANGEMENTS 

222   TTTHHHEEE   MMMUUULLLTTTIII   BBBOOORRROOOUUUGGGHHH   MMMOOODDDEEELLLLLLIIINNNGGG   
EEEXXXEEERRRCCCIIISSSEEE   

 
2.1 THE BASIC MODEL 
 
 A financial model for temp to perm procurement was generated as a tool both for 

the project and for authorities’ subsequent use.  This excel spreadsheet has been 
separately circulated. 

 
 The underlying principles of the tool are to enable the input of: 
 

• different stock acquisition targets (location, cost, unit size) 
• different rent regimes within that stock namely HB Cap (high rent units); 

reference rents (intermediate rent units) and affordable stock (social rent 
units) 

• different levels of front end grant (e.g. the EHP) and/or assets in the form 
of property etc. 

 
 The key outputs of the tool are: 
 

• an analysis of debt outstanding at years 10 and 15 
• an analysis of the units that would be required to reduce debt to 30% at 

years 10 and 15. 
 
 The 30% figure is based on our assumption of what level of debt could be borne 

were stock to be converted to an affordable rent regime. At this level stock can be 
converted to affordable without the need for a capital injection at the point of 
transfer.  This is an important distinction from the provider models we have 
described previously and which may be based on 45-50% debt outstanding.  That 
process assumes the acquiring housing association will raise grant as well as loan 
finance.  The Housing Corporation made clear their reservations about any 
process that assumed or was based on their providing capital some ten or fifteen 
years hence.  An assumption of the approach adopted then is to seek to assess the 
level of and secure any capital grant required at the beginning of the process 
rather than the end.   

 
 The key goal for the exercise is to achieve an outstanding debt of 30% or less of 

the original loan to enable all stock to be converted to affordable housing between 
years 10 and 15 without the need for sales.  Sales are regarded as the security 
mechanism, the fall back position should, for instance, rental income be reduced 
through changes to the HB regime. 
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2.2 PROPERTY PRICES 
 
 At an early stage in the exercise each of the 13 participating boroughs indicated: 
 

• their appetite for temp to perm provision (which was usually perceived in 
terms of a pilot project at this stage) 

• how they wished to see unit size of any temp to perm stock broken down 
 
 With regard to the latter it should be remembered that an early assumption for 

temp to perm is that it would work best with the acquisition of cheaper two bed 
stock.  Boroughs wanted the model to explore whether temp to perm could also 
include three and four bed stock to respond to the need of larger family units.  The 
figures that follow are based on borough aspirations in this respect.   

 
 Temp to Perm 

Target numbers  
Es t7 

1 bed (%) 
 

Number 

2 bed (%) 
 

Number 

3.bed (%) 
 

Number 

4 bed + (%) 
 

Number 
Brent  

500 
17% 

 
85 

46% 
 

230 

27% 
 

135 

10% 
 

50 
Ealing  

 
400 

0% 
 

0 

100% 
 

400 

0% 
 

0 

0% 
 

0 
Hamm & Fulham  

 
120 

25% 
 

30 

50% 
 

60 

25% 
 

30 

0% 
 

0 
Harrow  

 
100 

0% 
 

0 

33% 
 

34 

33% 
 

33 

33% 
 

33 
Hillingdon  

 
1,000 

8% 
 

80 

48% 
 

480 

27% 
 

270 

17% 
 

170 
Hounslow  

 
200 

0% 
 

0 

40% 
 

80 

40% 
 

80 

20% 
 

40 
Kensington & 
Chelsea 

 
 

350 

0% 
 
0 

50% 
 

175 

50% 
 

175 

0% 
 
0 

Barnet  
 

40 

20% 
 

8 

70% 
 

28 

5% 
 

2 

5% 
 

2 
Camden  

 
100 

0% 
 
0 

55% 
 

45 

25% 
 

45 

20% 
 

10 
Enfield  

 
200 

0% 
 

0 

33% 
 

67 

33% 
 

67 

33% 
 

66 
Haringey  

 
0% 

 
50% 

 
30% 

 
20% 

 

                                                 
7 We have included hard numbers that we ourselves have generated in a number of instances from the tenor 
of the interview so as to provide overall estimates 
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200 0 100 60 40 
Islington  

 
200 

0% 
 

0 

70% 
 

140 

30% 
 

60 

0% 
 

0 
Westminster  

450 
40% 

 
180 

40% 
 

180 

10% 
 

45 

10% 
 

45 
W LONDON 
ESTIMATES 

 
2670 

 
195 

 
1459 

 
723 

 
293 

N LONDON 
ESTIMATES 

 
1190 

 
188 

 
560 

 
279 

 
163 

TOTAL  
3860 

 
383 

 
2019 

 
1002 

 
456 

 
 There have subsequently been indications that the Hillingdon figures (the only 

borough wanting to go beyond the piloting stage) need revising downwards.  
Nonetheless this represents early stage interest in the order of 3,000 units. 

 
 To determine acquisition prices for this range of stock three ‘price finder’ websites 

were interrogated.  This generated a further large spreadsheet analysing property 
prices by: 

 
• unit size 
• borough 
• lowest price wards in any given borough 
• lowest prices across the borough 

 
 Such websites do not identify ex RTB properties where the assumption is that 

these may be cheaper than other housing stock. 
 
 The spreadsheet was circulated for boroughs to comment on the price ranges 

indicated.  Those few boroughs that responded indicated that they felt that prices 
shown were on the high side and adjustments down were made as a consequence. 

 
 In addition the one borough with actual experience of this process (Ealing) felt 

that prices could be driven down further by say an additional 10%, either as a 
consequence of PSL leases not being renewed and/or through direct approaches to 
vendors (rather than going through an agent).   

 
 Subsequent modelling has been based on the lowest price range for any given 

borough but does not take into account discounts associated with ex RTB or direct 
purchasing.  Both would have the effect of driving the acquisition price down and, 
therefore, improving the out turn figures. 

 
2.3 RENT LEVELS 
 
 The next issue is what rent levels to use.  The subsequent modelling uses three 

sets of figures: 
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• the HB Cap as set for each individual authority by the DWP 
• reference rents for each authority 
• a weighted figure for affordable rent based on unit size and location. 

 
 We have assumed a management and maintenance cost of £40 per week per unit.  

It has not been possible to test whether there may be economies of scale to be 
achieved in this figure as a consequence of a major commissioning programme. 

 
2.4 THE INDIVIDUAL BOROUGH POSITION 
 
 Scenario one, therefore, looks at the consequences of each borough: 
 

• separately acquiring their element of the desired portfolio of stock 
• funding this through HB Cap 
• not making any provision for affordable units from day one  
• funding the activity entirely through loan (i.e. no assumptions of grant or 

stock being included in the equation) 
 
SCENARIO 1   
   
In-borough acquisition, rent at HB CAP, and prices used are lowest average in the borough. 
   

Borough 
Sold @ Year 10 Sold @ Year 15 

   
Brent 19% 0% 
Ealing 34% 14% 
H&F 26% 1% 
Harrow 31% 8% 
Hillingdon 24% 0% 
Hounslow 30% 7% 
K & C 34% 13% 
Enfield  25% 0% 
Barnet   38% 20% 
Haringey  35% 14% 
Islington 26% 1% 
Camden 42% 25% 
Westminster 45% 30% 

 
 What this shows is that to achieve a debt reduction to 30% at year ten boroughs 

would need to sell 19 to 45% of the stock.  At year 15 five boroughs, effectively, do 
not need to sell any units but the remaining eight need to sell between 7 and 30% of 
stock.  Figures are based on the stock preferences described above and on each 
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Authority utilising its own HB Cap which inevitably are much higher for inner 
London boroughs than outer 

 
 It is important to reiterate that this baseline calculation does not include any 

affordable provision.  Were that to be included the figures would, of course, be 
worse. 

 
 It may also be helpful to point out that some of the high cost boroughs (such as 

Westminster) have predominantly specified one and two beds as their target (thus 
holding costs down, relatively speaking) whereas some of the medium price 
boroughs have specified significant volumes of three and four bed stock.  

 
2.5 THE MULTI BOROUGH POSITION 
 
 The Basic Model 
 
 To illustrate how a multi borough approach might work we worked up an 

illustrative model based on: 
 

• Participation by all seven West London boroughs (we could as easily have 
chosen the six North London boroughs or indeed any other grouping) 

• Acquisitions taking place in borough 
• Appetite for temp to perm broken down by unit size as follows: 

 
BEDSIZES & VOLUMES REQUIRED BY COUNCILS8  
      
  Total Units 1 bed 2 bed 3 bed 4 bed 
        
Brent 500 15% 50% 25% 10% 
Ealing 200  100%    
Hamm & Fulham 100 30% 60% 10%   
Harrow 100  35% 35% 30% 
Hillingdon 200 10% 50% 25% 15% 
Hounslow 200  40% 40% 20% 
K & C 200  50% 50%   
        
Total 1500  125  825  400  150 
  8.33% 55% 26,67% 10% 
      
Average Target Rents 78.69 91.14 101.54 114.17 
W.Avg.Target Rent 95.18     

 
 Using the schedule of property prices, already referred to, we have then calculated 

the cost of acquiring this stock.  At present we calculate the average acquisition 
price to be £184,400.  To that figure we have added a further £13,000 to cover 

                                                 
8 Some of these figures have been adjusted slightly (and somewhat more significantly in Hillingdon’s case) 
from the earlier charts to enable us to look at the rounded total target figure of 1500 units. 
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average repair costs to the property at point of acquisition (£10K) and legal and 
professional fees (£1K) and VAT (£2K).  Hence the average sum to be funded is 
c£197,400 per unit. 

 
 This figure, it should be reiterated is based on in borough procurement and a 

significant acquisition of larger units (37% of the total). 
 
 The Procurement Framework 
 
 Because it impacts significantly on cost it is important to make a brief mention 

here of the procurement framework.  The brief and early discussions referred to 
the possible creation of an SPV or other vehicle to manage this process.  Later 
discussions and, in particular, a number of the stage two interviews with Local 
Authorities have moved away from this and instead the consensus that looks to 
have emerged is for a joint contractual framework to be entered into. 

 
 This is a key point.  To employ a permanent complement of staff, take on offices 

etc is, we think, an unnecessary additional expense.  We think the same end 
results can be achieved through a contracting process without the bulk of those 
overhead expenses.  There will still be a need for for some degree of officer time 
and legal and monitoring rovision but of the scale that creating a fully fledged 
SPV would entail.  The model is based on this assumption. 

 
 The provider market is maturing rapidly and as well as the key group of four we 

have been working with (Safe Haven, Orchard & Shipman, Pathmeads and  
Roselodge) there are a further three or four RSLs working up proposals.  It looks 
as though Pathmeads and Orchard & Shipman (whose model is now primarily a 
mechanism for delivering cheap money) may be teaming up to put forward joint 
proposals. 

 
 We see this broader group (and others) as being invited to tender for the package 

we propose and that the contract may be let to more than one provider at least 
partly for capacity reasons (it is unlikely that any one of them could deliver 1500 
units in a reasonable time frame). 

 
 Scenario two is therefore based on: 
 

• The acquisition of 1500 units at a weighted average of £197,400 per unit 
• Stock being acquired in borough 
• The loan being serviced by HB at Cap levels where the weighted average 

is £369 per unit per week 
• No provision for affordable stock at this stage. 

 
SCENARIO 2   
   
In-borough acquisition, rent at HB CAP, and prices used are lowest average in the borough. 
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Multi - Borough 
Sold @ Year 10 Sold @ Year 15 

   
Multi Borough 24.7% 0.5% 

 
 A 15 year lease would enable all stock to be converted to affordable without sales.  

A ten year lease would imply some 370 units being sold. 
 
 Affordability 
 
 The majority view of boroughs was that a degree of affordable stock should be 

factored in from day one. 
 
 The general consensus was that 15% affordable was the target figure though it 

should be noted that both the ALG and the GLA would argue for this being 
higher. 

 
 A variant on the 15% affordable stock from day one would see high rent units 

converted to affordable (and the homelessness duty discharged) as and when 
occupants became economically active.  It is clearly difficult to model this with 
any precision but if the assumption is that over the length of the temp to perm 
arrangement this did not exceed 15% then it would be possible to do this on a 
trickle transfer basis.  

 
SCENARIO 3   
   
In-borough acquisition, 85% of rents at HB CAP, 15% at affordable levels and prices used are 
lowest average in the borough. 
   

Multi - Borough 
Sold @ Year 10 Sold @ Year 15 

   
Multi Borough 35.2% 16% 

 
 The inclusion of 15% affordable stock therefore has a significant impact on sales 

required at year 10 (increases from 25% to 35%).  In this instance debt is not 
reduced to where affordability can proceed without sale of stock until year 20. 

 
 Out Of Borough Procurement 
 
 The next stage of this part of the analysis is to consider the impact on property 

prices of ‘out of borough’ procurement as this has the obvious impact of reducing 
the average acquisition price.  For some of the inner London boroughs this may be 
a pre-condition of a viable scheme.  The politics of out of borough acquisition and 
some of the mechanics to achieve a successful system are discussed in Chapter C8 
below.  
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 Scenario four indicates the potential benefits of out of borough procurement.  
Boroughs are deemed as expensive in this scenario both because of local property 
prices and because of ambitions to purchase larger units. 

 
SCENARIO 4     
     
The expensive Councils will spread purchases across cheape r boroughs. 
A borough becomes expensive because of the prevailing prices in its locality or chosen bedsize mix. 
5 Councils fall into this category, and these are the results of dispersed acquisitions. 
     
     
 Before: After: Before: After: 

Borough 
Sold @ Year 10 Sold @ Year 10 

Sold @ Year 
15 

Sold @ Year 
15 

       
Camden 42% 29% 25% 7% 
Westminster 45% 2% 30% 0% 
K&C 34% 13% 13% 0% 
Barnet 38% 25% 20% 1% 
Ealing 34% 23% 14% 0% 

 
 The differences are clearly very significant.  The net result, if we focus just on the 

West London boroughs is to reduce the average acquisition price from £184,400 
to £176,350 (plus £13K in both instances).   

 
 This weighted average acquisition price is clearly hugely advantageous to the 

inner boroughs.  For the outer boroughs it may actually represent a slightly higher 
price than they could acquire at were they to go it alone.  From their point of view 
there are two other factors which we think would encourage participation.  Firstly 
the model used a similar weighted average for rental income streams and so the 
outer boroughs will benefit from higher rental levels in inner London.  Secondly 
as chapter C7 below shows there are additional and significant economies of 
scale 9 to be derived from the much larger procurement proposed here. 

 
 Additionally it is important to note that the model is not a straitjacket but instead 

needs seeing as an ‘envelope’ that can contain a number of localised 
specifications. 

 
 
 
 
 
 
 

                                                 
9 None of which are factored into the model or the different scenarios at this stage so represent additional 
savings to the scheme. 
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So scenario 5 factors in an average acquisition price of £189,350 
 
SCENARIO 5   
   
Out of borough acquisition, 85% of rents at HB CAP, 15% at affordable levels and prices used are 
lowest average in the borough. 
   

Multi - Borough 
Sold @ Year 10 Sold @ Year 15 

   
Multi Borough 32.1% 11.4% 

 
 All units can now be converted to affordable housing at year 18 without the need 

for sales 
 
 Capital Grant 
 
 Given the original aspiration was to convert all units to affordable housing 

between years ten and fifteen without the need for sales; the final part of this 
analysis looks at what level of capital grant / asset transfer would be required to 
achieve this outcome. 

 
 The figure at year 10 is £61,400 per unit or c£90M for the proposed programme 

of 1500 units.  For a 15 year lease the figure drops substantially to £19,500 per 
unit or just over £30M for the entire programme.   

 
 We are recommending this as the preferred position with 15% of stock being 

affordable from day one and all the remaining stock converting to affordable 
between years 10 and years 15 without the need for any disposals. 
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333   TTTHHHEEE   EEEXXXTTTRRRAAA   HHHOOOMMM EEESSS   PPPIIILLLOOOTTT   AAANNNDDD   
SSSUUUBBBSSSEEEQQQUUUEEENNNTTT   MMM OOODDDEEELLLLLLIIINNNGGG   

 
3.1 INTRODUCTION 
 
 The DCLG announcement of an Extra Homes Pilot came during the course of the 

review.  That pilot entails: 
 

• Grant aid of £30M being available from April 2007 
• Schemes being based on Discharge of Duty from day one and therefore 

schemes contributing to the 2010 targets 
• Rent levels being based on ‘reference rents’ or thereabouts 
• Conversion to affordable stock as soon as possible but with an assumption 

that some stock will need to be sold if this is to be done in a reasonable 
period of time. 

 
 Reference rents are not affordable rents but instead are deemed to cover an 

intermediate level of market letting that is unlikely to be challenged by the rent 
officer service10.  The stance, therefore, is one of wishing to reduce the total 
outflow of HB through this process rather than one of seeking to achieve 
affordability.  A significantly larger capital fund may well have achieved both 
targets. 

 
3.2 FURTHER MODELLING 
 
 We have, therefore undertaken further modelling based on these DCLG criteria. 
 
 The current table of reference rents for the boroughs we are considering is as 

follows: 
 
LOCAL REFERENCE RENTS (2006/07)       
         W.Avg 
 1b 2b 3b 4b 1b% 2b% 3b% 4b% LRR 
Brent 177.09 223.86 274.67 317.67 15% 50% 25% 10% 238.93 
Ealing 173.69 217.79 253.09 282.34  100%   217.79 
H&F 215.76 279.59 335.81 399.24 30% 60% 10%  266.06 
Harrow 172.26 209.08 247.27 279.87  35% 35% 30% 243.68 
Hillingdon 157.88 192.07 222.69 251.73 10% 50% 25% 15% 205.26 
Hounslow 169.22 202.98 240.44 256.47  40% 40% 20% 228.66 
K & C 261.53 361.87 422.84 764.17  50% 50%  392.36 
Enfield  162.38 203.45 243.20 270.26  34% 33% 33% 238.61 

                                                 
10 Though note that some of the participating authorities are sceptical about whether reference rents would 
go unchallenged. 
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Barnet   178.18 224.52 281.87 345.89  40% 55% 5% 262.13 
Haringey  170.61 217.25 271.22 335.12  50% 30% 20% 257.02 
Islington 188.81 259.60 314.04 436.16  70% 30%  275.93 
Camden 219.01 297.20 346.26 495.68  45% 45% 10% 339.13 
Westminster 238.21 312.10 352.46 547.68 40% 40% 10% 10% 310.14 

 
 This then generates a weighted reference rent against our stock profile of £252.83 

per unit per week.   
 
 In order to compare the two approaches we have continued to use a grant level of 

£61.4K per unit.  The Extra Homes Pilot clearly does not specify a figure and is 
looking both for what providers can come up with and the potential for bids 
including matching funding / assets. 

 
 The comparison is then as follows: 
 
SCENARIO 6     
     
Out of borough acquisition and prices used are lowest average in the borough. 
     

 
Debt @ Year 

10 
Sales @ Year 

10 
Debt @ 
Year 15 

Sales @ 
Year 15 

     
Multi Borough / Civis model 30% 0 0 0 
EHP based on reference rents 
and with no provision for 
affordable stock) 

73% 309  
(20.6%) 46.6% 98  

(6.5%) 

EHP based mainly on 
reference rents and also 
including15% affordable stock 

85.8% 402 
(26.8%) 69.5% 

234 
(15.6%) 

 
 Without the affordable provision, were the lease to continue for 18 years then all 

stock could be converted to affordable without the need for sales. With the 
affordable provision the lease would need to continue for 23 years for all stock to 
be converted to affordable without the need for sales. 

 
 The DCLG implied that bids below reference rent (and hence reducing the HB 

budget further) would be welcomed.  The following two charts therefore show the 
effect of: 

 
a) a range of rents dropping down from the average reference rent 
b) different levels of capital grant injection 
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£30,000 capital  Average property price = £189,350 
        

Rent No Sale Disposal @ Disposal @ 
  Year 10th year 15th year 
        

253 25 37% 25% 
200 35+ 43% 35% 
150 35+ 43% 35% 

 
Neither the second nor the third scenarios are an option as the cash flow is not 
sufficient to repay debt. 

 
£45,000 capital  Average property price = £189,350 
    

Rent No Sale Disposal @ Disposal @ 
  Year 10th year 15th year 

        
253 21 29% 16% 
200 35+ 38% 29% 
150 35+ 43% 35% 

 
The summary position then is that at less than an average reference rent of £250 
per unit per week, either grant levels have to increase very significantly or the 
scheme drowns in debt. 

 
 The logical route forward therefore is to see the EHP as funding a specific and 

discrete tranche of this activity with the balance functioning as per the original 
model.  The next chapter indicates in outline terms how this might work. 
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444   AAA   CCCOOOMMMBBBIIINNNEEEDDD   AAAPPPPPPRRROOOAAACCCHHH   
 
4.1 THE TARGET 
 
 A different way of approaching the opportunity provided by the EHP is to 

consider what kind of bid a multi borough consortium might submit and how this 
might then fit in to the broader ambitions we have described above. 

 
 So, for instance, a bid for 50% of the fund may seem reasonable given the 

preponderance of TA provision in North and West London. Assuming an average 
grant level of £30K per unit that would support 500 units11.  At an average 
(reference) rent level of £253, all debt would be cleared in 25 years.  Alternatively 
around 120 units would need to be sold at year 15 to reduce debt to 30%. 

 
 Of the remaining 1000 units, 225 would be regarded as affordable from day one.  

The balance of 775 would function on CAP.  A slightly higher grant level of 
£33K per unit would be needed to reduce debt on these units to 30% at year 15. 

 
 The basic scenario would then be: 
 

• 725 (48.33%) of stock on either reference or affordable rents from day one 
and therefore contributing to 2010 targets 

• An average grant level of £32K per unit 
• All stock converting to affordable / social housing asset at year 15 with 

around 120 sales required; or 
• Two separate lease arrangements for 25 and 15 years would avoid the 

need for any sales. 
 
SCENARIO 7     
     
Combined Approach 
     

  
Sales @ 
Year 10 

Sales @ Year 
15 

Debt @ 
30%  

Grant 

EHP 500 36% 24% Year 25 £30K 
Affordable 
and CAP 1000 20% 0% Year 15 £33K 

 
4.2 HOUSING ASSOCIATION INPUT 
 
 The issue of what level of stock or other revenue or capital assets ho using 

associations might be able to contribute to the package is difficult to quantify.  
Certainly they should be encouraged to do so as the ultimate acquisition of the 

                                                 
11 It is important to note that were a lower number of units to be funded through the EHP this does not have 
a negative impact on the model but rather the opposite because more units will be on higher rental levels. 
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stock looks to be an extremely good deal from their point of view.  Over a 15 year 
lease the value of the stock, utilising very modest rates of property price inflation, 
will still have nearly doubled.  At worst associations will acquire this stock at 
30% of the original acquisition price.  On the 15 year lease debt outstanding is a 
mere 18%.  

 



 - 76 – © 2006/09 CIVIS CONSULTANTS – TEMPORARY TO PERMANENT ARRANGEMENTS 

555   PPPOOOTTTEEENNNTTTIIIAAALLL   SSSOOOUUURRRCCCEEESSS   OOOFFF   CCCAAAPPPIIITTTAAALLL   
FFFUUUNNNDDDIIINNNGGG   

 
5.1 INTRODUCTION 
 

In its simplest terms current temp to perm housing is about the use of capital 
funding to acquire existing properties – primarily existing satisfactory stock and 
new build from mainstream developers.  At present the primary source of the 
capital funding to acquire properties and ensure they are refurbished, if required, 
to an appropriate standard is coming from private sector borrowing. 
 
The simple economics of repaying a private sector loan at ‘normal’ commercial 
rates on properties acquired at a market price dictates the general shape of most of 
the temp to perm models – requiring high rent (i.e. not at affordable social rent) 
levels; a period of 10 years plus (frequently 15+); acquisition of stock not 
generally in need of significant refurbishment or major redevelopment; not 
offering a secure or assured tenancy in the early years and the possibility of some 
stock sale at the end of the period to pay down any outstanding debt to a level that 
can be serviced from future affordable rental income.  
 
Whilst 100% private sector debt funded schemes can work and do deliver temp to 
perm housing, indeed some schemes such as Safe Haven are operating at 110% or 
more debt funded, the analysis shows that they will always have some restrictions 
around areas like, speed of acquisition and tightness of gearing or asset cover 
ratios or length of lease.  If boroughs are looking at seeking to address some of 
the wider issues such as charge out rents, maximising permanent housing 
conversion rates, speed of acquisition, accessing long-term empty or major 
refurbishment stock then other sources of capital funding in addition to the main 
private sector borrowing need to be considered. 
 

5.2 KEY SOURCES 
 
Set out below are some of the other potential sources of capital funding together 
with a commentary on their likely applicability, availability and possible 
drawbacks. 

 
Source Comments 

Private borrowing No apparent shortage of major private lenders very keen to 
finance such schemes notably including Royal Bank of 
Canada, Bank of Ireland and Lloyds TSB. Attractiveness for 
lenders at present relates primarily to minimal risk to rental 
income associated with a local authority lease.  The view of 
lenders or certainly the attractiveness of lending rates may well 
change if looking at a less certain AST based model especially 
if at or near local reference rents.  Available to any temp to 



 - 77 – © 2006/09 CIVIS CONSULTANTS – TEMPORARY TO PERMANENT ARRANGEMENTS 

perm provider. 
Prudential Borrowing Prudential borrowing, in theory, should offer authorities a 

cheaper source of funding than any of the other routes 
described elsewhere in the report.  However, at present, for 
peverse reasons that the ALG is attempting to address use of 
prudential borrowing can have the negative impact of reducing 
housing subsidy. 

RSL own investment / 
reserves 

RSLs may be able to invest some of their own reserves in to 
temp to perm models as a stream of future permanent stock but 
this has not been of great interest for most to date.  When 
considering such a move RSLs will always be looking at what 
alternatives may exist for delivery of affordable rents now. 
Availability may be limited and certainly would not readily 
support on its own major temp to perm programmes of 
hundreds or thousands of units, as may be required.  Clearly 
the input of RSL funds does not necessarily come with the 
same level of strings and conditions that may be associated 
with public funding and therefore may be more flexible.  This 
does not only apply to RSL temp to perm providers as private 
sector organisations may have their own resources / reserves to 
bring to the table. 

Equity input (housing, 
property, land etc.) 

This is a model that has already been tried and is successful in 
LB Newham with Local Space (in this case former LBN HRA 
stock properties that were being used as TA on NSTs).  
Effectively the equity enables the temp to perm scheme to 
operate at less than 100+% debt finance which attracts a better 
borrowing rate from the lender.  Operating at below 100% debt 
finance also enables a faster buying programme as you have 
headroom when needing to meet strict gearing or asset cover 
ratios that will be required by mainstream funders.  The key 
problem is that many councils have said that they do not have 
such assets that could be transferred to a temp to perm 
provider.  However this does not need to be existing housing 
stock, it can be other property or land – anything that can be 
charged for loan purposes to the lender).  (NB DCLG are only 
likely to agree to transfer of councils assets to an RSL or 
ALMO).  

Local Authority General 
Fund grant  

This offers real flexibility but there is however very limited 
scope for large scale availability due to the extreme pressures 
on general fund budgets for most boroughs.  However one 
possibility could be a finite investment of possible surpluses 
currently being made on the delivery of current PSL 
programmes by those boroughs that operate at HB subsidy Cap 
levels.  Potentially this could be seen as a more appropriate use 
for any such surpluses rather than generally supporting other 
general fund activity.  Potentially this could be available to any 
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temp to perm provider. 
Local Authority S.106 
funding 

Where councils are taking commuted sums for planning 
development where they are not necessarily seeking on site 
social housing such funds could be used to support temp to 
perm programmes.  There is a debate to be had about whether 
any such acquisitions would need to be delivering affordable 
rented accommodation immediately or whether a traditional 
temp to perm deferred permanence programme would be 
acceptable to Planners and Lawyers. However even if required 
to deliver affordable immediately such capital input would be 
helpful to support a mixed affordable /temp to perm 
programme.  Traditionally s.106 funding has gone to RSLs. 

Housing Corporation 
Temporary Social Housing 
Grant (TSHG) 

A pot of funding that has been generally underused for many 
years – some of the larger RSLs refusing to bid for it due to its 
perceived rigidity and bureaucracy for what has in the past 
been limited sums of money.  However the principle is exactly 
what temp to perm is all about – enabling RSLs to lease 
accommodation from each other, councils or the private sector 
for a period of time (traditionally up to 29 years).  Traditionally 
TSHG has not been available for RSLs to use on their own 
stock which somewhat defeats the purpose of utilising it 
(unless the Housing Corporation change this) for a temp to 
perm programme. Only available for RSLs. 

Housing Corporation Social 
Housing Grant (SHG) 

Although Local Space have been successful in securing SHG 
for their temp to perm operation with LB Newham there is no 
indication that any main budget has been established to support 
other schemes elsewhere.  Traditionally the SHG budget has 
been about the development of permanent homes from day one.  
However given the fact that such funding is being currently 
utilised and a successful model therefore exists this may be an 
option worthy of further lobbying in the future, although this 
should probably be supported as a request for additional SHG 
funding rather than large scale diversion of existing SHG funds 
away from ‘mainstream’ affordable housing development.  
Only available for RSLs or Housing Corporation approved 
private developers (unlikely to be the private sector temp to 
perm providers). 

Empty Property grant 
funding 

Many boroughs or sub-regional partnerships have an identified 
budget for Empty Property grants.  Such funds could relatively 
easily be targeted at assisting a temp to perm acquisition 
programme (so long as that programme was not based entirely 
on new build acquisitions).  In essence this would simply be a 
purchase and repair grant designed to enable the temp to perm 
provider to bring long term empty property back in to use.  The 
viability of any such grant will to a large extent depend upon 
the criteria set by the borough / partnership on what constitutes 
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long term empty stock.  Overall grant levels are unlikely of 
themselves to be able to support a large temp to perm 
programme but may be a sensible additiona l source of funding 
for councils to consider.  Potentially available to all temp to 
perm providers. 
 

DWP Working Futures 
grant funding 

Current small pilot in east London – DWP funding paid as a 
lump sum grant to the property provider (in this case East 
Thames HA for some of their existing HALS stock).  Funding 
is used to reduce charge out rent to occupants to reduce benefit 
dependency and encourage more households to take up 
employment / training.  Currently about half way through a two 
year pilot – DWP have previously indicated they will not 
consider any further roll-out until the pilot period is ended and 
it has been fully assessed.  Working Futures funding does not 
of itself reduce the actual cost of the scheme to the temp to 
perm provider as it is not essentially capital grant but revenue 
support to reduce the charge out rent level. 
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666   RRRIIISSSKKK   AAASSSSSSEEESSSSSSMMMEEENNNTTT   AAANNNDDD   SSSEEENNNSSSIIITTTIIIVVVIIITTTYYY   
AAANNNAAALLLYYYSSSIIISSS   

 
6.1 INTRODUCTION 
 

All business plan projections are driven by assumptions that look forth far into the 
future. The accuracy and reliability of projections decrease, the farther into the 
future one makes estimates.12 Assumptions fall into two broad categories: those 
partly or largely within the organisation’s control, and those beyond its reach and 
influence. 

 
Almost all risks eventually have a financial or “image” hazard. Even those 
classified as a danger to reputation are only of major consequence because of the 
eventual creeping or catastrophic effect on the business’ financial viability. The 
risks identified, evaluated and reported here are classified as financial risks, 
although it is important to point out that a number of other risks that may appear 
under other headings are of concern or interest because their ultimate effect is one 
of financial detriment. 

 
6.2 THE KEY RISKS     
 
 A number of risks have been identified against certain key assumptions within the 

15-year forecast. Plans are usually robust enough to absorb adverse changes in 
one or two assumptions. Crisis comes when several assumptions go awry. 

 
 Inflation: The annual rent increase is assumed to be 2.5% per annum. This will 

most likely be written into the contract as a maximum. Costs are likely to rise at 
the rate of RPI or greater. The business plan assumes a 2.5% rate of general cost 
inflation and RPI+0.5% for management and maintenance costs. Is this 
assumption realistic particularly with regard to HB Caps? Inflation, as measured 
by the RPI has averaged 2.33% between 1998 and 2005. The average for 1990 to 
1997 was 3.73%.  

 
Should the local authorities retain responsibility for management and 
maintenance, they also take on the risks flowing from higher levels of inflation.  

 
 Interest Rate: In 1989 the UK’s bank base rate was 15%. Short term rates have 

now remained around 5% for some years. Interest rate adjustments are used by the 
Bank of England to manage inflation. It is a given that base rates will move up 
and down over the years ahead. It is impossible to predict how far the base rate 
will rise or fall.  

 

                                                 
12 “The (business) plan is not much more than a short term guess at a long term aspiration.” Colin Sworder,   
Developing Strategic Thought. 
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Due to the high level of debt, the business plan is quite sensitive to interest rate 
changes. Largely this can be covered by buying a fixed rate of interest for the 
term of the loan.  The plan is, however, sensitive to movements between now and 
issuing a contract. 
 

 Property prices rising fast during the acquisition period: This can affect the 
model substantially. At the moment the threat of high price rises is real.  

 
 Property prices not rising as fast as expected, post-acquisition: The 4% nominal 

rise (1.5% real) in property prices is a fundamental supposition in the business 
plan. The final realisation of the project’s aim to deliver social-rent properties 
partly relies on the realisation of this belief.  So how sustainable is the 4% 
premise and what if the increase was lower than this?  

 
House prices rose by an average 5.4%13 nominal, between 1990 and 2004, against 
an average RPI of 3.1%; a real increase of 2.3%.  Historical evidence points 
towards prices rising faster than RPI.  

 
 Property prices start to fall as we approach the final year: This would 

significantly affect the plan to sell and reduce debt to convert remaining units to 
social rent (though please note that this is regarded as an exit strategy rather than 
an integral part of the programme). The effect will be on the number of units that 
would have to be sold; which would be higher than the base case. The real 
difficulty will be with the time it takes to sell in a falling market and the 
disruption and additional loss it can cause. A key option of course may be to ride 
out a depressed market. 

 
 High major repair costs or leaseholder service charges: This represents a 

significant risk given that many of the units purchased may be ex-RTB flats. A 
large major repair sinking fund is accumulated over the years. This is a percentage 
of the market value of the property. This fund is used to carry our major works to 
keep the property in good order and to extend its useful life. It is possible that this 
fund may turn out to be over/under provided. Where there is an overprovision the 
excess fund may be utilised to reduce debt faster or increase conversion rate.  

 
 Adverse changes to housing benefit rules and caps or adverse changes to TA 

rules. These can obviously drastically affect outcomes and hence are tested as 
much as is possible in the risk analysis below. 

 
 
 
 
 
 
 
                                                 
13 Halifax house price index. 



 - 82 – © 2006/09 CIVIS CONSULTANTS – TEMPORARY TO PERMANENT ARRANGEMENTS 

6.3 RISK ASSESSMENT 
 

All tests were carried out on the base multi borough model using a property price 
of £189,350; HB CAP rent of £369 a week and no assumptions of grant etc 

 
Inflation 
 
The model assumes 2.5%. It has been tested with 3.5% and 5%. These revised 
figures do not sway the results significantly. At 3.5%, property sales required at 
year-15 rises by 1 percentage point (pp) and at 5% it goes up by 3pp. No sales are 
required if the lease runs until year 16. 
   
 RISK SCENARIO BASE MODEL 
          

 Year 10 Year 15 
30% debt 
year Year 10 Year 15 

         
Retail Price Inflation 
up 1%         
         
Debt o/s 60% 22% 16 59% 20% 
Sale required 21% 1%  21% 0% 
         
Retail Price Inflation 
up 2.5%         
         
Debt o/s 61% 26% 16 59% 20% 
Sale required 22% 3%  21% 0% 

 
Interest Rate  
 
The model assumes 5.4%. As expected an appreciable impact was noticed when 
the rate was increased. At 6.4%, sales required at year-15 went up by 5pp and at 
7.4%, it went up by 17pp. To avoid sales the lease has to run for 16 and 19 years 
respectively. 
 
 RISK SCENARIO BASE MODEL  
          

 Year 10 Year 15 
30% debt 
year Year 10 Year 15 

Interest Rate - up 1%         
         
Debt o/s 71% 38% 16 59% 20% 
Sale required 29% 5%  21% 0% 
         
Interest Ra te - up 2%         
         
Debt o/s 84% 60% 19 59% 20% 
Sale required 38% 17%  21% 0% 
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Property prices rise during startup 
 
This was tested with a 10% hike in the year of acquisition. A 10% rise in year of 
acquisition will increase the unit cost to £208,285. The effect of this is an increase 
in required disposals by 6pp or the lease to run till year 17 to avoid sales. 
 
 RISK SCENARIO BASE MODEL  
          

 Year 10 Year 15 
30% debt 
year Year 10 

Year 
15 

         
Property prices rise by 2% 
after startup          
          
Debt o/s 58% 17% 14 59% 20% 
Sale required 24% 0%  21% 0% 
          
Property prices rise by 5% 
after startup          
          
Debt o/s 60% 21% 14 59% 20% 
Sale required 19% 0%   21% 0% 
          
Property prices up by 10% at 
startup          
          
Debt o/s 70% 40% 17 59% 20% 
Sale required 28% 6%  21% 0% 

 
Property prices rise slower than anticipated or fall after startup 
 
The model assumes 4% nominal annual growth during lease period. This was 
tested using 2% and 5% increases and also with no increase from year 11 and 
finally a 1% per annum drop throughout the lease period. The results initially 
looked perverse, but they turned out to be logical.  
 
Price rise or fall has no impact on the multi borough base model because the base 
model is able to pay off 70% of the debt from the revenue stream in 15 years. So 
the rise or fall in property values has no impact on the conversion rate. This is 
similar to the Safehaven-Ealing contract, although that is based on a lower 
property cost and rent level. 
 
Major repairs provision 
 
A 50% decrease in provision was tested with no effect on the base results. An 
increase does affect the conversion rate, but the 1% we are setting aside would 
appear to be more than enough and it would be unnecessary to test at a higher 
level. 
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HB CAP frozen or cut 
 
The base multi borough model uses a HB Cap of £369. The model was tested with 
a freeze of HB for 5 years, a cut by 10% from year 1 and cut of 20% from year 1. 
In the two latter instances, after the cut the cap would rise by 2.5% a year. 
 
As expected, the consequences were significant. With the 5 year freeze, disposal 
required went up by 6pp and 70% debt reduction was pushed back to year 17. In 
the 10% cut scenario, disposal was up 10pp and in the 20% cut disposal was up 
29pp from the base model. In this case the 70% debt reduction occurred at year-
22. 
 
 RISK SCENARIO BASE MODEL 
          

 Year 10 Year 15 
30% debt 
year Year 10 Year 15 

         
HB CAP Frozen for 5 
years          
          
Debt o/s 68% 38% 17 59% 20% 
Sale required 28%  6%   21% 0% 
          
HB CAP cut by 10%           
but inflates by 2.5% 
pa          
          
Debt o/s 73% 45% 17 59% 20% 
Sale required 31% 10%   21% 0% 
          
HB CAP cut by 20%           
but inflates by 2.5% 
pa          
          
Debt o/s 87% 70% 22 59% 20% 
Sale required 41% 29%   21% 0% 

 
 

6.4 SUMMARY 
 
The above tests show that interest rate, HB Cap and initial property price have the 
most impact on the base model. Interest rates can be controlled by hedging at the 
start. Of course if rates were higher than modelled when we start business, 
hedging cannot bring the cost down. The other two variables - initial property 
price and HB CAP - are also beyond one’s control to a great extent.   
 
It goes without saying that if boroughs are to deliver social housing successfully 
via the temp to perm route they will have to move quickly. One of the major risks 
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to Councils is the need to pay lease rents at an agreed level for 10 years when 
there is no certainty that HB CAPs will continue.  Locking into a 10 year lease is 
likely to protect the HB CAP from being cut by the DWP and, moving soon will 
reduce the risk of higher property prices. 
 
Boroughs could protect themselves by writing into the contract provisions to 
reduce lease payments if HB CAPs fall or get frozen. Tests assuming a freeze for 
five years and cuts of 10% and 20% show that the strain can be taken by higher 
disposals. However, this will affect the rating placed on the income stream by 
lenders, which will then affect pricing, covenants et al. 
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777   TTTHHHEEE   PPPRRROOOVVVIIIDDDEEERRR   PPPOOOSSSIIITTTIIIOOONNN   AAANNNDDD   EEECCCOOONNNOOOMMMIIIEEESSS   
OOOFFF   SSSCCCAAALLLEEE   

 
7.1 INTRODUCTION 
 
 This section of the report then builds on the earlier analysis of provider models in 

Chapter B4 above and additionally seeks to identify potential economies of scale 
that can be achieved by a larger volume of procurement. 

 
 At the midway stage of the review it was agreed that we should work further with 

Orchard & Shipman, Pathmeads, Roselodge and Safe Haven.   
 
 The aim of this additional exercise was two fold: 
 

• To better understand how these provider models differed from the Civis 
model.  There were assumed to be potential advantages for boroughs in 
those differences (e.g. cheaper loan finance) and potential disadvantages 
(e.g. more risk being trans ferred to the boroughs) 

• To see what economies of scale would flow from provider models were 
the premise to be the procurement of 1500 units as opposed to the more 
normal 200 for instance. 

 
The approach was to devise a commissioning format (attached as Appe ndix Two) 
and invite providers to submit indicative costings and other data.  The format 
asked providers to work through a relatively similar format to that used in the 
modelling exercise we have previously described. 
 
Before looking at that exercise in detail it may be helpful to revisit the original 
provider proposals and highlight the key differences.  Please note that in both this 
and the subsequent analysis providers were very forthcoming in letting us have 
detail of how they were putting their figures together despite obvious concerns 
about commercial confidentiality.  Two things flow from this: 
 

• The information given below should be regarded as indicative rather than 
definitive as in the second exercise providers were responding to a 
theoretical model rather than an actual tender 

• We have taken the view, rather than the providers themselves, that some 
of the analysis needed to be anonymised.  This again is to emphasise that 
the information should be regarded as an extremely helpful account of 
different approaches and outcomes rather than a confirmed bidding 
position by any of the agencies. 
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7.2 THE ORIGINAL PROVIDER PROPOSALS 
 

During stage one of our work we interviewed four providers. A range of 
information was obtained from each one of them. It was not possible to elicit 
information on some key variables because they were commercially sensitive. In 
these cases we used our own assumptions to fill in the missing information. Two 
of the providers have now joined forces and hence the four are now down to three. 
The following table summarises the key variables by provider.  

 

 Provider - 1 Provider - 2 Provider - 3 

Average property 
price 

£200K £190K £165K 

Rent p.wk £323 £300 £285 

Voids/bad debts 0% 0% 0% 

Property price 
inflation 

RPI+2% 4% 4% 

M&M cost p.wk Variable between 
£20 - £40 

Included in rent, no 
separate figure 

provided 

LA’s responsibility 

Relet costs borne by 
Provider?  

Yes Yes No 

Rent inflation Fixed or RPI RPI+0.5% 2.5% 

Major repairs 
provision 

Contained within 
M&M charge 

Provider will carry 
out any works that 
become necessary 
during lease period 

LA’s responsibility. 
An individually 

agreed lump sum is 
deposited with LA 
for each property at 

start of lease. 

Service charges: 
(clean,light,heat 
common parts, 
gardening etc) 

Nil Nil Nil 

Interest rate 6.1% approx 5.8% approx 6% approx 

Startup costs Variable - dependent 
on contract size  

LA pays its own 
costs 

£500K per scheme, 
but recovered via 

property price 
charged 
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 Provider - 1 Provider - 2 Provider - 3 

Any social-rent units 
assumed in model? 

No No No 

Debt remaining at 
year 15 

50%-70%  Circa 30% NIL  

 
 What this analysis then makes clear is that compared with the Civis model: 
 

• Existing providers are mainly operating at sub cap levels 
• They are not factoring in any element of affordable housing 
• Their provision for management and maintenance is probably lower 
• Their provision for major repairs is certainly lower 
• Their borrowing rates are higher (we think this is partly because this is 

where the profit element sits and partly a factor of scale) 
 
7.3 THE VOLUME CONTRACT 
 
 The second stage, as previously described was to invite indicative costings / 

timings for a procurement of 1500 units using the property acquisition range we 
had used ourselves.  The four providers were given a number of key indicators 
(volume, size and cost of units, HB Caps and affordable rent levels etc) and asked 
to submit their estimates so that we could better understand how they were putting 
their figures together and compare those figures with those generated by the Civis 
model.  The results are shown below. 

 

Scenario  Provider 
1 

Provider 
2 

Provider  
3 

Civis 
 

A 
 

In which year will 70% debt reduction be 
achieved? 

15 19 12 13 

B In which year will 70% debt reduction be achieved 
if a £35K grant if available at year-1? 

11 13 10 11 

C To achieve 70% debt reduction by year-10 what % 
of properties will be sold? 

24% 13% 15% 18% 

D To achieve 70% debt reduction by year-10 with 
£35K grant, what % of properties will be sold? 

 
5% 

 
0% 

 
2% 

 
0% 

 
Each of the above scenarios repeated with the additional condition that 15% of the units will have to be 
on social rent from day-1. 
 

E(a) In which year will 70% debt reduction be 
achieved? 

20 
 

20+ 14 
 

18 
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Scenario  Provider 
1 

Provider 
2 

Provider  
3 

Civis 
 

E(b) In which year will 70% debt reduction be achieved 
if a £35K grant if available at year-1? 

13 16 
 

11 13 

E(c) To achieve 70% debt reduction by year-10 what % 
of properties will be sold? 

30% 30% NA 31% 

E(d) To achieve 70% debt reduction by year-10 with 
£35K grant, what % of properties will be sold? 

9% 0% 
but year 

13 

NA 13% 

 
The results generally indicate that there are outliers in some cases. Some of the 
differences are significant. Provider 1 appears as an outlier in two instances, 
Provider 2 in three cases and Provider 3 in one. Outliers are shown in boxes. 
Provider 3 did not supply figures for E(c) & E(d). 

 
It is difficult to explain the differences with any great certainty as we do not have 
access to each provider’s confidential working papers and model. However, one 
could attribute the differences to some or all of the following: 
 
a. No service charge provision for cleaning/heating/lighting of common 

parts, garden maintenance, litter picking etc. 
 
b. Different cost of funds. 
 
c. Variances in management and maintenance costs. 
 
d. Treatment of unspent major repairs sinking fund. 
 
e. High/low start-up costs. 
 
f. Stamp duty land tax, corporation tax. 
 
It is clear from this that negotiations with providers should aim to achieve savings 
in the areas of management and maintenance, start-up costs, property procurement 
costs and treatment of unspent major repairs provisions. The Local Authority 
could also benefit from any savings in actual funding costs compared to estimates 
used in bids. Finally, there is also mileage in ensuring the beneficiary RSL 
participates and/or shares the burden equitably with the Local Authority.  This 
could be in the form of an initial capital contribution and/or a terminal 
contribution to the Local Authorities if the balance of debt is less than 30% at the 
end of the lease. 
 
It is also clear that, with one exception, one or more providers, on these figures, 
have generated better outcomes than the main model.  This is clearly encouraging.  
Worse outcomes would at least have required some revisiting of the assumptions 
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underpinning the main model.  Better outcomes tend to confirm the viability of 
the model and offer scope for negotiation during the actual procurement process. 

 
7.4 ECONOMIES OF SCALE 
 
 The overall modelling exercise and the provider comparison exercise then enable 

us to identify those areas where significant economies of scale should be 
expected. 

 
 Loan Finance 
 
 The level of income is based on the HB cap.  As such, revenue is fixed and/or 

predetermined over the term. The benefit of this is that the lender can be sure of 
the source and size of cash inflows for at least a 10 year period. The source being 
a Local Authority also gives the lender greater comfort because of the reduced 
risk profile. The homes being used for TA gives further solace to the lender; if 
necessary he can easily get the properties back for disposal. The downside is that 
the 10 year contract usually would not have any provision to increase revenue. 

 
 The certainty of income over a long period, lower risk profile because of the 

source of income and the size of the loan (1500 x c£200K = £300M) would be 
very attractive to a number of lenders. This should reduce margins to about 0.25% 
- 0.3%. Compare this to the margins of two of the providers of 1.0% and 0.68% 
respectively. The savings in interest paid compared to the two providers over 10 
and 15 years is as below: 

 

Provider  10 yrs 15 yrs 

1 23.2M 37.3M 

2 12.4M 19.7M 
 

A better option, still, would be to use prudential borrowing which would cut 
interest costs by 0.5% - 0.7%, saving £35M over a 15-year period.  Any savings 
will benefit the scheme. 
 
Reducing Property Cost 
 
Buying on a multi borough basis will allow high-cost boroughs to spread their 
portfolio across lower priced areas in the subregion. The average reduction that 
could be achieved in the West London region is c£8000 per unit. This equates to a 
£12M saving for the 1500 units that we have used in the model. 

 
There could be other savings allied to a big supply contract. For example, a big 
buyer may be able to reduce vendor prices because the vendor can see a quick and 
certain sale without any chain. These benefits will improve conversion at the end 
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of the term. Potential savings are difficult to quantify, but not impossible to 
estimate. A lone private buyer is usually able to achieve a 1% - 2% reduction on 
the asking price. A big buyer should be able to better this. If we assume a 4% 
reduction, the total saving could be £11M. Officers involved in the Safe Haven 
scheme were of the view this could be as high as a 10% saving. 
 
Savings could be higher still depending on the contract agreed between the local 
authorities and provider. By this we mean that the local authority should not enter 
into an “average price” contract, but instead it should sign up an “actual price 
contract”. This will prevent profits being made by the provider on purchases. 

 
Pooling of Capital Gains 
 
The assumptions on capital gains in nearly all the models are very modest indeed 
(4% per annum).  Were stock to be sold as part of the conversion to affordable 
rents, then the capital gains released would assist in reducing the lease period or 
increasing the rate of conversion to affordability.  In an alternative scenario a 
multi borough contract that allowed for pooling and redistribution of capital gains 
could be a boon to boroughs where value appreciation has been lower. It may also 
be a way of exporters compensating importers. 

 
Benefits of using a charity 
 
A tax exempt charity such as Safe Haven or an RSL will avoid paying stamp duty 
on property purchases and corporation tax on profits. This means the cost of 
property could be up to 1% cheaper, and tax saved will go to reduce debt quicker. 
In the model stamp duty on £300M worth of units could be around £3M, 
assuming all the properties fall into the taxable band. It is difficult to work out 
corporation tax without knowing each company’s financial structure, but this 
could also run into several million pounds. A charity would avoid this and hence 
be able to pay down more debt.  

 
 Profit Margins 
 

A provider is likely to charge a cost & profit recovery percentage on each 
property purchased and supplied. For instance, provider 3 charges 2% of cost - 
£3,700 on a 185K property. Overall, providers are likely to build £5K - £10K 
profit into each unit supplied, although this depends on the type of contract 
entered into with the provider. A large multi borough contract with a private 
provider can reduce this element drastically or if the contract is with a charitable 
entity it may be possible to eliminate “profits” in the supply of properties 
altogether. Assuming a saving of £2000 per unit, this could amount to £3M on 
1500 units.  

 
 
 



 - 92 – © 2006/09 CIVIS CONSULTANTS – TEMPORARY TO PERMANENT ARRANGEMENTS 

 Management & Maintenance Costs 
 

Depending on who takes responsibility for M&M, savings are possible here too. 
We should expect to achieve anything between 12% - 18% savings. This could be 
around £450K a year at today’s prices.  
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888   IIINNNTTTEEERRR   BBBOOORRROOOUUUGGGHHH   AAARRRRRRAAANNNGGGEEEMMMEEENNNTTTSSS   
 
8.1 INTRODUCTION 
 
 The modelling and the cost benefit analysis then clearly establish the benefits of a 

larger scale procurement of temp to perm accommodation than is either: 
 

• Proposed currently by any of the provider bodies or 
• Planned by any of the participating local authorities at least in the 

immediate future. 
 

Those economies of scale will therefore only be achieved by a multi borough 
approach to the procurement of temp to perm accommodation.  This chapter then 
explores the mechanics of such a multi borough approach and recommends both 
routes forward and standards to be adopted. 
 
Should boroughs decide to proceed along the lines proposed in this report then 
clearly a second phase of work will be required to generate the supporting legal 
and operational documentation.  

 
8.2 THE BACKGROUND TO MULTI BOROUGH PROCUREMENT 
 

Multi-borough procurement of housing and housing services is not new but since 
the late ‘90s the government’s Gershon agenda has given added impetus to the 
pursuit of efficiency gains in housing procurement in line with annual Spending 
Reviews.  

 
This has become especially important for London boroughs as the scale of 
temporary accommodation procurement investment in London in recent years 
has grown to around £600million per annum.  
 
However, the pressure to move out of B&B, 16 to 18 year old demand, and a 
continuing low level of affordable supply have led many authorities to out of 
borough procurement and into competition with other boroughs for the same 
accommodation.  
 
In the face of these challenges it is hardly surprising that few local authorities can 
demonstrate a systematic strategic approach to temporary accommodation 
business planning, value for money or risk assessment.  Moreover it is the 
competition between boroughs for scarce accommodation which has until very 
recently tended to predispose boroughs to procure in isolation rather than by 
collaboration. 
 
Our findings suggest that this lack of progress in the development of efficient 
procurement strategies for temporary accommodation hitherto has also arisen 
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because of the less than demanding DWP housing benefit subsidy regime which 
attaches to homeless non secure accommodation particularly.  
 
This subsidy regime appears in some cases to have perversely led to less efficient 
arrangements being adopted simply because they generated a lower cost or 
greater surplus to local authority’s General Funds. 
 
For all these reasons we believe it is timely for boroughs to review 
comprehensively their current procurement arrangements developed in isolation, 
to embrace best practice in multi-borough procurement and to look to apply this 
to collaboration amongst clusters of boroughs to establish new Strategic Service 
Delivery Partnerships.  

 
8.3 STRATEGIC SERVICE DEVELOPMENT PARTNERSHIPS IN HOUSING 
 

Strategic Service-delivery Partnerships (SSP) are collaborative relationships 
between local authorities and other organisations in the public, private and/or 
voluntary sectors, to improve the delivery of services. In September 2001 the 
DCLG three-year Strategic Service Delivery Partnership research and 
development programme established the Strategic Partnering Taskforce to help 
authorities form successful partnerships.  
 
The Taskforce put together a Knowledge Programme, which included a 
comprehensive A-Z guide to partnerships and produced a Final Report drawing 
together its findings and conclusions.  
 
In addition the Task Force established 24 Pathfinder projects, chosen for their 
potential to provide local government with a number of different models for 
delivering services in partnership. Of these 24 Pathfinder projects one was 
concerned with housing procurement and it may be helpful to summarise the key 
findings from the evaluation of that project as follows: 

 
• Proposals which rely on stock (equity) transfe r will inevitably take longer 

than those which do not.  
• Proposals requiring Social Housing Grant will be more demanding in 

terms of firm affordable housing conversion commitments than those 
which do not.  

• The larger the scale of financial commitment the more certain the revenue 
guarantee needs to be from the Council/s. 

• The larger the scale of the financial commitment the more affordable the 
rent has to be to the Council/s. 

• The presence of an existing sub-regional partnership does not guarantee 
borough buy-in to new multi-borough procurement arrangements. 

• A firm commitment from all boroughs to a limited number of strategic 
goals and contractual deliverables is essential from the outset for the 
maintenance of a sustainable and cohesive partnership. 
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8.4 JOINT CONTRACTING APPROACH 
 
 We have already suggested that joint contracting looks to be a better and less 

expensive approach than the creation of an SPV specifically for this purpose. 
 

Joint contracting will require multi-borough clienting led by a single borough or a 
client panel of officers drawn from across the participating boroughs. 

 
In either case the lead client borough/body may buy in a procurement 
consultancy/ client agency service to handle the contractor interface and manage 
the contract procurement and subsequent implementation management and 
monitoring on the boroughs’ behalf. Closing the deal will require independent 
financial and legal advice and this needs to be factored in to the costs of 
procurement.  
 

8.5 PROS AND CONS OF RSL VERSUS PRIVATE SECTOR 
INVOLVEMENT 

 
The review indicated a somewhat unresolved position as to whether the private 
sector or the RSL sector represented the preferred route forward for temp to perm.  
On the one hand the private sector was seen as less costly and more efficient in 
delivering private sector leasing schemes.  On the other hand the expectation was 
that temp to perm stock would transfer to an RSL at the point of conversion to 
affordable provision and a commonly held view that that RSL should be involved 
one way or another from day one. 
 
So far only two temp to perm initiatives have been grant aided: London and 
Quadrant’s HILS and Local Space’s supply contract with LB Newham. In both 
cases the grant aid was delivered to an RSL provider as Social Housing Grant. 
 
It is possible therefore that in any future grant funded temp to perm initiative the 
Treasury will again be looking for the assurance of Housing Corporation 
regulation though it would appear that the Extra Homes Pilot is also open to 
private sector proposals. 
 
In any event any substantial bid will require a defined Project Delivery Plan 
specifying the number of affordable homes to be delivered at the end of the 
temporary use period; an independent business plan validation exercise to verify 
the need for grant; and a value for money exercise to verify the particular benefit 
being derived in terms of amount of grant per unit of accommodation delivered. 
 
The attraction of an RSL as provider is not simply the governance and regulation 
regime but also that they will be the  ultimate recipient of the stock.  Nonetheless 
the history of RSL delivery of leasehold schemes is not good and several 
boroughs have been critical of RSLs coming back again and again for uplifts in 
rents or for agreement to dispose of stock in order to ba lance the books. Even the 
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HILS scheme with £35k of grant per unit in the end was unable to complete the 
delivery of all 500 homes because house price inflation precluded further 
purchases. 
 
It is still early days for Local Space with £25k of grant per unit as protracted 
negotiations around its structure and set up delayed the start up of its first contract 
by over 12 months.  
 
Private companies on the other hand, unfettered by the Housing Corporation’s 
requirements can move more quickly to negotiate deals, initiate purchase 
programmes and procure rapidly. Inevitably they are less likely to commit to open 
book and zero leakage contracts leaving local authorities to pick up more of the 
risks and costs than in connection with RSL led provision. 
 
Even so some local authorities have already signed contracts with private sector 
providers for smaller portfolios and there is huge interest amongst private 
providers and their financial backers in a new round of temp to perm provision. 
Many private providers are highly specialised and focussed on temp to perm 
projects unlike most RSLs for whom temp to perm is not core business, the 
exceptions being Pathmeads (part of the Genesis Group) and Local Space. 
 
A number of boroughs have indicated their preference for their ALMOS to be the 
recipients of the affordable housing at the end of the temporary use period. Some 
have also suggested that they would like their ALMOS to manage the 
accommodation during its period of temporary use.  
 
Enlarging the ALMOS’ role in this direction where this is compatible with their 
current commitments and future plans appears entirely consistent with central and 
local governments’ aspirations for ALMOS. 
 
Indeed the question has arisen as to why ALMOS may not be the provider body 
of temporary accommodation themselves rather than simply manager or end point 
recipient.  
 
ALMO involvement in procurement may give boroughs more confidence in the 
final outturn of affordable housing especially where boroughs are seeking to have 
ex Right To Buy stock bought back for temp to perm and ultimately returned to 
the public rented stock. Similarly street property acquisition will provide more 
variety to ALMO portfolios going forward and to that end represents a prudent 
strategic development. 
 
Whether estate based or street located, temp to perm additions to ALMO 
development programmes appear sensible but will ALMOS be able to access 
grant and if prudential borrowing is not available, what view will funders take of 
ALMO prospects? 
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Ultimately boroughs will utilise a range of criteria to choose a partner for a long 
term temp to perm deal but RSLs are clearly front runners so far as strategic fit 
and cost of procurement is concerned. 

 
8.6 KEY DETERMINANTS 

 
 Introduction 

 
This section then considers those key dynamics and criteria for a multi borough 
approach which we think need broad agreement before proceeding to the next 
implementation phase. 
 

 Import Export Issues 
 

The assumption on which the financial modelling was initially undertaken in this 
report was that all future procurement would be in borough simply because it is 
the most straightforward starting point.  Subsequently it became apparent that for 
cost and other reasons this needed to be reviewed.  For instance, in borough 
procurement clearly sits uncomfortably with the prevailing situation of affordable 
delivery generally which tends to provide for increasing amounts of inner 
boroughs needs being met in new developments in outer boroughs. 
 
In our view the sub regional nomination arrangements need to be used more 
creatively to deal with some of the political and social resistance which has built 
up around movement between boroughs.  
 
In particular the temporary accommodation market does not appear to have been 
factored into the current sub regional nomination arrangements even though it 
represents some 60,000 households in acute need. 
 
For instance it could be that outer boroughs’ temporary housing needs could be 
offset against inner boroughs’ supply so that temporary accommodation was 
reduced more rapidly in outer boroughs leading to a more settled population.  

 
Outer borough residential land and housing is generally substantially cheaper than 
that in inner boroughs so better value for money will be achieved by seeking to 
meet a proportion of the housing need of inner London in outer London locations. 
If this is accepted for both new affordable supply and temporary to permanent 
procurement it follows that outer boroughs will need to be incentivised to accept 
this as a sustainable long term proposition.  
 
One option then would be for there to be some form of trade off each time an out 
of borough unit of temp to perm was acquired.  As an example two units of temp 
to perm might equate to one additional affordable housing nomination.  The 
boroughs concerned will need to agree an appropriate formula.  Alternatively or 
additionally an exporting borough may be able to fund or supply support services 
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(reskilling and retraining for instance to assist in return to work) for the importing 
borough. 

 
PROPOSAL: EITHER A NOMINATIONS TRADE OFF AND/OR THE 
PROVISION OF SUPPORT SERVICES WHICH ENABLE THE UNIT COST 
OF INNER LONDON TEMPORARY PROCUREMENT.. THE 
ALTERNATIVE PROPOSAL IS FOR INNER LONDON BOROUGHS TO 
PURCHASE A NOMINATION TO TEMPORARY TO PERMANENT STOCK 
IN AN OUTER LONDON BOROUGH.  THERE SHOULD BE NO 
IMPLICATION OF THIS HAVING AN EQUITY VALUE. 

 
 Input of Cash or Property by a Participating Borough 
 

Where one (or more) boroughs within a multi-borough temp to perm scheme is in 
a position to input cash, or other equity into the scheme to enable it to operate 
more effectively this is likely to occur where these may be the more expensive 
boroughs where acquisitions are likely to be minimal. As such this is another 
exporter / importer scenario. The key issue will be the level of cash / equity input 
compared to the total borrowing / funding requirement and how this is treated in 
terms of top slice of access to properties delivered as compared to any other top 
slice allocated to those boroughs that allow procurement within their areas. 
 
Example: a four borough scheme looking to acquire 1,000 properties for a total 
scheme cost of £200M 
Borough A – Able to put in £20M cash / equity but is in a high cost area and no 
procurement feasible within business plan limits 
Borough B – Similar high cost area but not able to put in any cash or equity   
Borough C – Lower cost area – procurement here is feasible within the model not 
able to put in any cash or equity 
Borough D – Same as C 
 
A possible option then in terms of equitable treatment of the differing inputs 
(assuming all participating boroughs are willing to provide the ongoing revenue 
for properties once the scheme is operational) would be: 
 
Borough A is putting up 10% of the total capital cost as such gets access to a 15% 
top slice of properties delivered (150 units) 
Boroughs C & D are the host / importing boroughs suggestion is that they too get 
a similar 10% top slice of properties delivered (100 units each) 
Borough B gets no element of top slice. 
 
Therefore final split would be: 
Borough A – 312 Units 
Borough B – 162 Units 
Borough C – 263 Units 
Borough D – 263 Units  
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Borough Exit Arrangements: 

 
Individual boroughs may look for an exit strategy in the event of their local 
demand for temporary accommodation unexpectedly drying up or the cost of 
accommodation becoming unaffordable. 
 
Ideally these issues should be addressed when formulating the initial Business 
Plan and Strategic Service Partnering Agreement and the scale of commitment, 
rent price and rent lift should be subject to rigorous risk and affordability 
assessment so that premature exit is unlikely to be required. 
 
There will be unavoidable financial consequences for both the exiting borough 
and the remaining partner boroughs and the scale and impact of these will vary 
according to the stage in the project and the proportionate commitment entered 
into by the exiting borough. 

 
We have some concerns about a joint contracting arrangement that individual 
boroughs may want to exercise separate or one-off exit routes.  This would have 
the effect of burdening the remaining boroughs with higher and possibly non-
viable costs.  Generally boroughs signing up for temp to perm procurement need 
to be clear that they are in it for the duration.  
 
Intermediate steps to affordable may be contemplated especially where some 
boroughs are looking for an early exit but funding commitments will generally 
preclude this. For instance, surplus stock may be let on commercial terms or 
intermediate rents and converted to affordable further down the track. This is 
likely to work where the exiting borough is a high rent/ high value borough. 
 
Where boroughs are likely to want out, a scale of compensation to partner 
boroughs will need to be agreed at the outset. Better however that boroughs 
undertake a thorough business case process and risk assessment before entering 
into a joint temp to perm deal.    
 
PROPOSAL: THAT UNILATERAL EXITING FROM THE MULTI 
BOROUGH AGREEMENT SHOULD NOT BE AN OPTION BUT THAT 
INSTEAD THE JOINT PARTNERSHIP BOARD OR EQUIVALENT SHOULD 
SEEK TO MANAGE THE PROCESS SO AS TO MITIGATE RISK  

 
Standards 

 
Boroughs need to be clear about the standards they require as it will be difficult to 
accommodate borough variances in joint procurement. 

 
Physical Standards need to be specified to secure the safety, comfort and 
convenience of occupants: 
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o These physical standards should include a Delivery Standard for the 

property at commencement; an Occupational Standard to be sustained 
during its occupation as temporary accommodation; a Relet Standard to 
which it must be restored before re-occupation as temporary 
accommodation; the Conversion Standard it must achieve upon 
conversion to permanent affordable accommodation (currently the 
Housing Corporation’s 30 year Scheme Development Standard). 

o These standards will need to be dynamic and user driven and PIs will 
need to be formulated and routinely reported on.  

 
Management Standards need to be specified to ensure the safety, comfort and 
convenience of occupants: 
 
These management standards should be spelt out in a Housing Management 
Protocol which details the scope of service and quality and timing of response. 
 
Homemaking arrangements including offering, viewing and settling-in processes 
need to be specified together with monitoring, mystery shopping, focus groups 
and other mechanisms for securing feedback and designing continuous 
improvement in service delivery.  

 
PROPOSAL: THAT THE KEY REFERENCE IS THE HOUSING 
CORPORATION’S SCHEME DEVELOPMENT STANDARDS AND THAT A 
RANGE OF OTHER STANDARDS SHOULD BE SPECIFIED IN THE 
COMMISSIONING DOCUMENTATION. 

 
Transfer To RSL Ownership 
 
A key question is whether boroughs want to specify an RSL end user? This 
should be tendered and criteria need to be agreed and a protocol drafted for joint 
borough agreement at the outset of the procurement process  Clarit y and 
assurance about conversion rates, management and maintenance, governance and 
scrutiny will be best achieved if the SSP deals with an RSL from the outset. 
 
Boroughs will have preferred RSL partners and will expect one or more of them 
to become the long term beneficiary of the retained stock.  If the provider is not 
an RSL, it is worth boroughs seeking to enter into a presale or some kind of 
option allocation selection process which determines long term ownership from 
the outset.  
 
Early discussion with the Housing Corporation is recommended to obtain their 
support for the type and location of accommodation  
 
As regards property management and maintenance boroughs will need to decide 
whether they wish to specify or nominate an RSL / borough housing service / 
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ALMO / or other company to handle management and maintenance.  If so this 
will additionally need to be tendered. A Housing Management and Maintenance 
Protocol would need to be drawn up and agreed.  
 
The preferred RSL may be interested in managing the asset from the start so as to 
become familiar with the stock and its residents. 

 
PROPOSAL: THAT THE PROCUREMENT SPECIFICATION SHOULD 
REQUIRE IDENTIFICATION OF THE ULTIMATE RSL / ALMO RECIPIENT 
OF THE STOCK AND THAT BODY SHOULD BE ACTIVELY INVOLVED 
FROM DAY ONE.  MANAGEMENT AND MAINTENANCE SERVICES 
COULD BE SUBJECT TO A SEPARATE TENDERING PROCESS. 

 
Conversion Arrangements 

 
Conversion from temporary to permanent accommodation should be built into the 
master agreement for procurement with a fixed proportion or defined number of 
affordable dwellings specified at maturity. Certainly any scheme which is looking 
to attract grant is likely to be required to sign up to this by the grant aiding 
agency. 
 
The conversion process may be staged or “feathered” over a number of years to 
allow a smooth transition and to enable stock disposal values to be optimised. For 
example if say 1,000 units are acquired and the deal is to sell 300 to leave 700 
debt free, or able to support residual debt out of an affordable rent going for ward, 
then it may be prudent to sell 100 each year over the last three years of the 
project. In this event the affordable delivery will similarly be staggered. 
 
It is possible that the surpluses generated within the scheme may enable early 
conversion to affordable and a decision needs to be taken about the utility and 
appropriateness of such a possibility at the outset. In most cases growing the 
portfolio to the end of the term will deliver the most affordable housing. 
 
Of course it may be more useful to convert to an affordable portfolio which 
comprises submarket renting, submarket sale and shared equity/ownership in 
addition to social renting. This will significantly enhance the number of retained 
units in the portfolio. It is however unlikely that the mixed portfolio will be 
acceptable to grant providing agencies. 
 
PROPOSAL: AT THIS STAGE THE GOAL SHOULD BE TO ACHIEVE FULL 
CONVERSION OF TEMPORARY TO PERMANENT STOCK AT FIFTEEN 
YEARS OR BEFORE.  THE CONTRACT SHOULD THEN CONTAIN 
PROVISION FOR EARLY RECYCLING OF ANY SURPLUSSES TO 
ENABLE EARLY CONVERSION AND/OR CONVERSION TO OTHER 
FORMS OF TENURE / INTERMEDIATE RENTS ETC BY JOINT 
AGREEMENT AND FUNDERS PERMITTING 
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Letting Of Affordable Stock 

 
Ideally boroughs will have contracted with an RSL for their temp to perm supply 
or will have nominated an RSL partner to receive the affordable housing products 
of the temp to perm project. 
 
During the supply contract, surpluses generated or a trickle transfer process may 
enable affordable housing to be delivered early e.g. after two or three years.  Such 
accommodation should then be up-graded out of the supply contract surplus and 
refinanced as existing use value affordable stock at an affordable rent. 

 
Access to the affordable products of the temp to perm project should be generally 
subject to CBL criteria though in some cases borough nominees will have 
remained in occupation for the duration and wish to continue in occupation as 
assured tenants. 

 
PROPOSAL: AT THIS STAGE WE THINK IT UNLIKELY THAT THE 
CONVERSION TO AFFORDABLE WILL IN ITSELF LEAD TO 
SIGNIFICANT NEW LETS BEING AVAILABLE SIMPLY BECAUSE THE 
TENANT IS LIKELY TO REMAIN IN SITU AT CONVERSION BUT THAT 
ANY SUCH LETS SHOULD BE SUBJECT TO CBL.  

 
New Build As Part Of The Portfolio Of Stock Acquired 
 
The acquisition of new build property for temp to perm use has a number of 
advantages. First the “Entry Point Standard” is more likely to be achieved more 
rapidly and at lower additional cost.  Second costs in use in the early years are 
likely to be lower and therefore responsive repairs cost are likely to be less. 
Thirdly it follows that a lower Sinking Fund provision will be required and 
therefore a higher Conversion Rate may be possible. 
 
On the other hand, new build property tends to be more expensive putting more 
pressure on rents at the outset and this higher cost and therefore higher initial debt 
is likely to require a longer lease or a greater proportion of disposals at exit for 
pay down and therefore additional downward pressure on Conversion Rates. 
 
New build tends to be in estates or blocks and therefore the immediate 
environment may be more attractive at the outset and whole block acquisitions, 
where acceptable to the commissioning local authority, can benefit from 
substantial discounts and mitigation of service charges. 
 
PROPOSAL: WHERE NEW BUILD CAN BE ACQUIRED WITHIN THE 
PROPOSED ACQUISITION PRICE RANGE IT SHOULD FORM A MAJOR 
ELEMENT OF THE COMMISSIONED STOCK 
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Risk 
 

The chosen method of temp to perm procurement needs to be subject to 
comprehensive risk assessment.  Given the strategic advantages and strong VFM 
case for temp to perm, boroughs might even want to go further and demonstrate or 
develop the business case, VFM and Risk Assessment for all their current and 
future temporary accommodation procurement to establish why all of their 
provision should not be temp to perm.  
 
A strategic risk map to test the robustness of provider offers is shown below. 
 
PROPOSAL: A COMPREHENSIVE RISK MATRIX SHOULD BE AN 
INTEGRAL PART OF THE PROCUREMENT PROCESS 
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TEMP TO PERM STRATEGIC RISK MAP TO TEST ROBUSTNESS OF PROVIDER OFFERS 
 

Gross Net 

Strategic 
 Objective 

Strategic Provider 
Risk 

Im
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ct
 

L
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d 

Risk Response 

Im
pa

ct
 

L
ik

el
ih

oo
d 

Assurance Responsibility 

To improve supply 
and quality of 
temporary 
accommodation in the 
London Borough/s of 
…. 

Lack of supply of 
available 
accommodation 

5 2 

(10) Limit 
scale, speed & 
spread & do 
independent 
assessment.  

5 1 
(5) Regular & 
Frequent Market 
Assessment 

Lead Client Specialist 
Officer / Contractor   

 

Pricing of individual 
units and portfo lio 
exceeds provider 
business plan 

5 3 

(15) Obtain 
independent 
validation of 
provider 
business plan 

5 2 
(10) Annual 
Review of 
Provider BP 

Lead Client Director 

 

Under resourced / 
developed acquisition 
process ties up 
management time 

3 3 

(09) Obtain 
independent 
assessment of 
provider 
operational plan 

3 1 

(3) Monthly 
Review of 
acquisition 
process 

Client Operational 
Manager 

 

Failing to incentivise 
buyers / agents 
appropriately to 
obtain best value 

3 3 

(09) Obtain 
independent 
assessment of 
provider 
methodology 
and resourcing 

3 1 

(3) Monthly 
Review of 
acquisition 
process 

Client Operational 
Manager 
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Gross Net 

Strategic 
 Objective 

Strategic Provider 
Risk 
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Risk Response 
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Assurance Responsibility 

 Risk of fraud or 
corruption  5 3 

(15) Obtain 
“health check” 
of provider’s 
organisation 
and principals 
and institute 
checking 
protocol.  

5 2 (10) Regular and 
spot Audits Lead Client Director 

To ensure that 
Provider organisation 
is financially viable 

Failing to manage 
cash flow effectively 5 3 

(15) Provider 
Selection 
Protocol 

5 1 (5) Open Book 
Quarterly Review Lead Client Director 

 
Failing to manage 
costs within fixed 
income levels 

4 3 
(12) Provider 
Selection 
Protocol 

4 1 (4) Open Book 
Quarterly Review 

Lead Client Director 

 Failing to deliver 
against business plan 

5 2 
(10) Provider 
Selection 
Protocol 

5 1 (5) Open Book 
Quarterly Review 

Lead Client Director 

 Breaching any loan 
covenants 5 2 

(10) Provider 
Selection 
Protocol 

5 1 (5) Open Book 
Quarterly Review Lead Client Director 

To ensure Provider 
manages efficiently 
and effectively 

Failing to achieve 
start-up property 
standard  

4 2 

(08) Supply 
contract 
compliance 
protocol 

2 1 
(2) Individual 
RICS 
Certification 

Client Operational 
Manager 
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Gross Net 

Strategic 
 Objective 

Strategic Provider 
Risk 
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Risk Response 
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ct
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Assurance Responsibility 

 
Failing to achieve 
management & 
maintenance KPIs.  

3 3 

(09) Supply 
contract 
compliance 
protocol 

3 2 
(6) Monthly 
Operational 
Monitoring  

Client Operational 
Manager 

 
Failing to prevent 
negative incidents 
involving tenants.  

3 4 

(12) Supply 
contract 
compliance 
protocol 

3 1 

(3) Half-yearly 
Tenants 
Satisfaction 
Surveys and 
Complaints 
Register Scrutiny 

Client Operational 
Manager 

 

Endangering 
reputation of LBs 
through negative 
corporate behaviour. 

4 2 

(8) Supply 
contract 
compliance 
protocol 

4 1 

(4) Continuous 
Client Monitoring 
and Quarterly 
Independent 
Appraisal  

Lead Client Director 

To ensure provider 
achieves sustainable   
relationships with key 
stakeholders 

Provider failing to 
manage the 
relationship with their 
regulator 

3 2 

(06) Supply 
contract 
compliance 
protocol 

2 1 
(2) Direct 
Feedback and 
published reports 

Lead Client Director 

 

Provider relationship 
with LBs fails at 
either strategic or 
operational level 

3 3 

(09) Supply 
contract 
compliance 
protocol 

3 2 
(6) Monthly 
Operational 
Monitoring 

Client Operational 
Manager 
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Gross Net 

Strategic 
 Objective 

Strategic Provider 
Risk 
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Risk Response 
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Assurance Responsibility 

 

Provider losing 
credibility because 
others fail to perform 
e.g. legislative 
provisions relating to 
gas and electrical 
installations 

3 2 

(06) Supply 
contract 
compliance 
protocol 

3 1 
(3) Monthly 
Operational 
Monitoring 

Client Operational 
Manager 

 

Failing to understand 
and develop the right 
relationship with 
tenants 

3 4 

(12) Supply 
contract 
compliance 
protocol 

2 2 
(4) Monthly 
Operational 
Monitoring 

Client Operational 
Manager 

To meet criteria for 
Supply 
Agreement/Grant 
award in connection 
with quality, numbers 
and timing of supply 
and final delivery of 
affordable homes 

Failing to achieve 
buying rate projected 
in Project Delivery 
Plan 

3 3 

(09) Funding 
Agreement / 
Supply 
Agreement 
compliance 
protocol  

3 2 

(6) Quarterly 
Strategic 
Monitoring/ 
Monthly 
Operational 
Monitoring 

Lead Client Director / 
Client Operational 
Manager 
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Gross Net 

Strategic 
 Objective 

Strategic Provider 
Risk 

Im
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Risk Response 
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Assurance Responsibility 

 
Failing to complete 
portfolio assembly on 
time.  

4 3 

(12) Funding 
Agreement / 
Supply 
agreement 
compliance 
protocol 

4/3 1/2 

(4/6) Quarterly 
Strategic 
Monitoring/ 
Monthly 
Operational 
Monitoring 

Lead Client Director 

 

Failing to achieve 
Scheme Development 
Standard programme 
milestones 

3 3 

(09) Funding 
Agreement /  
Supply 
Agreement 
compliance 
protocol   

3/2 1/2 

(3/4) Quarterly 
Strategic 
Monitoring/  
Monthly 
Operational 
Monitoring 

Lead Client Director 

 

Failing to achieve 
projected grant-aided 
/ non grant-aided 
delivery target 

5/3 3/4 

(15) Funding 
Agreement  
compliance 
protocol  

5/3 1/2 

(5/6) Quarterly 
Strategic 
Monitoring/ 
Monthly 
Operational 
Monitoring 

Lead Client Director 

 
Risk is calculated as impact times likelihood 
 
NET RISK COLOUR CODE       HIGH --- ORANGE (10+) 
          MEDIUM --- BLUE (5/9) 
    LOW --- GREEN (0/4) 
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8.7 KEY DECISIONS / PROCESS DURING THE IMPLEMENTATION 
PHASE AND BEYOND 
 
There then flow from this overall procurement model a series of detailed 
implementation / procedural tasks which we think are the business of a second 
‘implementation’ phase of this project 
 
Multi Borough Agreement 
 
The multi borough agreement will need to be based on the following key 
documents: 
 

o Strategic Outline Case 
o Outline Business Case 
o Risk Assessment 
o VFM Assessment 
o Affordability Assessment 
o Heads of Terms 
o Joint Procurement Protocol/Agreement 
o Tender Documentation 
o Invitation to Tender 
o Tender Evaluation 
o Tender Acceptance 
o Contract Signing 
o Contact Commencement 
 

 Operational Considerations  
 

Following contract commencement each borough will need to agree and sign off: 
 
o Performance monitoring reporting arrangements 
o Mechanisms for dealing with contractual variations / interventions / 

sanctions 
o How decisions will be made on deployment/ investment of “Surpluses” 

(claw back or overage i.e. profit share with provider) 
o Contract Termination and Winding Up Arrangements 

§ Purchasing boroughs will be keen to ensure that all surpluses within 
the scheme are applied to the business of further temp to perm 
procurement, early affordable delivery and early debt repayment or 
alternatively are utilised for rent remission and/or homeless support 
(e.g. training, employment or welfare packages) or other housing 
needs related investment. 

§ Contract termination and winding up arrangements need to be 
formulated in such a way that assets and surpluses are fully 
accounted for and the impact on participating boroughs is balanced 
and equitable. 
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111   TTTHHHEEE   MMMUUULLLTTTIII   BBBOOORRROOOUUUGGGHHH   PPPRRROOOPPPOOOSSSAAALLL   
 
1.1 THE PREMISE 
 

That a group of the boroughs involved in the review to date enter into a joint 
agreement to: 
 

• Bid for a substantial proportion of the EHP pot 
• Commission a portfolio of temp to perm stock from the provider market. 

 
1.2 THE KEY ARGUMENTS 
 

32,000 homeless families currently occupy TA in North and West London.  By 
and large that accommodation is regarded as providing good standard medium 
term accommodation albeit at high rent levels.  Families are able to access the 
same schools and health care provision over an extended period of time. 
 
Move on to permanent affordable stock for those families is very limited.  The 
DCLG data shows how lettings to homeless families have dropped in recent 
years.  For larger families it is virtually non-existent due to the lack of larger 
units.  In any event, there seems to be little incentive for the families to move.   
 
Some £450M per annum is being spent on the provision of TA in London as a 
whole.  The very largest part of that payment is going to private sector landlords 
through PSL arrangements.  It is difficult to see the logic of such huge revenue 
outgoings when both Local Space and Safe Haven have already demonstrated that 
those same monies can additionally be used to secure a social housing asset. 
 
The alternative strategy of seeking discharge of the homelessness duty through a 
qualifying offer into the private rented sector, whilst actively being explored by a 
number of boroughs, seems questionable in a number of respects.  Historically 
some 30% of homelessness presentations emanate from the private sector.  
Assured Shorthold Tenancies provide only limited security so will some of those 
‘discharged’ represent as homeless in the future?  What about decency standards 
and affordability with regard to this provision?  
 
Temp to perm provision, it is now clear, will not contribute to the 2010 targets but 
even if those targets are met some 16,000 families will remain in TA.  This 
provision may better respond to their needs whilst simultaneously enabling 
boroughs to acquire additional social housing.  
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1.3 THE BASIC PROPOSAL 
 

To commission a portfolio of temp to perm provision on three different rent 
regimes: 
 

• 225 (15%) on affordable from day one (or staggered over the life of the 
project) 

• 500 (33%) on reference rents from day one 
• 775 (52%) on HB cap rents 

 
48% of the stock will therefore contribute to 2010 targets. 
 
Assuming the aim is to avoid sales then a lease period of 25 years will be required 
for the stock on reference rents and of 15 years for the remainder. 
 
£32K or stock to that value is required per unit.  Approximately 500 of the units 
could be funded through the EHP. 
 
Bidders should be invited to indicate how the £32K per unit for the other 1,000 
units could be met.  Some of this could be achieved by provision of stock. 
 
There is a clear trade off here between length of lease for these 1,000 units and 
grant per unit as follows: 
 
Grant   £32K  Lease  15 years 
Grant  £24K  Lease  17 years 
Grant   £16K  Lease  18 years 
Grant  £8K  Lease  20 years 
Grant  0  Lease  21 years 

 
1.4 AFFORDABILITY 
 

One of the key challenges to any temp to perm scheme is affordability.  Neither 
HB cap or reference rents can be remotely construed as affordable.  The 
programme makes provision for some 15% of the stock on average to be on an 
affordable basis.  Given the likelihood that economic activity will be low in the 
period after letting, it is suggested that this is done on a trickle transfer basis so 
that the total volume of affordable in later years could be more than 15%.  
Surpluses accrued by the scheme could also be used for early conversion to 
affordability. 

 
1.5 JOINT COMMISSIONING ARRANGEMENTS  
 

The provider market, particularly with the inclusion of further housing 
associations is sufficiently mature to support this programme of activity. 
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Conversations with lenders suggest this business is regarded as low risk as long as 
leasing arrangements include lease rental guarantees.  The appetite of lenders 
would seem to exceed the likely volume of business available.  Through 
purchasing long term funds, problems as a consequence of movement in the 
money market can be avoided. 
 
Given the maturity of the market there is no need for boroughs to create a special 
purpose vehicle and/or dedicated management team for this activity. 

 
1.6 RISK FACTORS 
 

The sale of stock is regarded as a fall back position rather than an integral part of 
the delivery of the programme. 
 
The risk analysis identified: 
 

• Rising prices during the acquisition period 
• Changes to the HB regime 
• Management and maintenance costs rising above the proposed levels of 

inflation 
• A collapse in the property market 

 
as the main risks. 

 
At present the indicators are that the average acquisition price used for this 
exercise may be on the high side and could be driven down by purchase of ex 
RTB and off the shelf stock plus direct negotiations with vendors.  That situation 
could easily change were the market to move upwards significantly for the target 
stock in the target areas.  Thereafter appreciation in value is beneficial to the 
scheme. 

 
 Sale of property is, therefore, the key exit strategy, should any of these negative 

factors impact on the scheme. 
 
1.7 TIMING 
 

The original brief referred to an assessment of the feasibility of running a temp to 
perm programme commencing between 2006-2008.  We would frame this rather 
differently particularly given the experience of earlier temp to perm models; 
namely that whilst this review does demonstrate the viability of a larger scale 
temp to perm process, we think that opportunity as a consequence of key factors 
like potential movement in the property and money markets is relatively time 
limited and will need prompt action if the clear opportunities available are to be 
seized. 
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222   NNNEEEXXXTTT   SSSTTTAAAGGGEEESSS   
 

2.1 INTRODUCTION 
 
When this piece of work was formulated the assumption was that it may well lead 
on to a second ‘implementation’ phase.  To support that process an indicative bid 
for an implementation phase was submitted to the London Centre for Procurement 
Excellence in March 2006.  That outline proposal now needs revisiting in the light 
of the actual work process since that submission. 
 
There would appear to be three stages now to taking this whole process forwards: 
 
d. In principle support from a grouping of boroughs to take this forward 
e. Preparation of a bid on behalf of those boroughs to the Extra Homes Pilot 
f. Preparation of tendering and operational documentation for the 

commissioning of a temp to perm programme. 
 
2.2 IN PRINCIPLE SUPPORT FROM A GROUPING OF BOROUGHS TO 

TAKE THIS FORWARD 
 

Gershon type savings arise from a multi borough procurement approach to temp 
to perm.  This process, therefore, needs in principle support from more than one 
borough to move forward.  Given most boroughs are bidding for pilot schemes 
only at this stage, critical mass implies that ideally one would want to see at least 
four boroughs signing up. 
 
Once sign up is ascertained the process would be to: 
 

• Revisit the aspirations of participating boroughs 
• Rework the model specifically for participants 
• Agree key aspirations (length of lease, rent levels, affordability) and 

incorporate as part of a framework agreement. 
 
2.3 PREPARATION OF A BID ON BEHALF OF THOSE BOROUGHS TO 

THE EXTRA HOMES PILOT 
 

The criteria for bidding should be announced in September with bids being 
invited before the end of the calendar year 

 
2.4 PREPARATION OF TENDERING AND OPERATIONAL 

DOCUMENTATION FOR THE COMMISSIONING OF A TEMP TO 
PERM PROGRAMME. 

 
The main task will be to provide the support arrangements for the procurement 
and delivery of a temp to perm programme consisting of: 
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• A multi borough procurement protocol 
• Creation of a short list of preferred providers and consultation with that 

group 
• Further consultation with the DCLG and the Housing Corporation 
• A framework agreement for the commissioning process (the West London 

Supporting People Framework may well provide a good starting place) 
• Drafting tendering documentation 
• Reworking the model as a tool to provide VFM, affordability and risk 

assessment of provider offers 
• The actual tendering process itself. 

 
2.5 TIMETABLE 

 
A range of factors detailed above suggest this process should be completed by 
31.03.07 if not before.  
 



APPENDIX ONE – THE LOCAL AUTHORITIES TA REDUCTION STRATEGY 
 
 REDUCTION STRATEGY14 
 Current position Process Aimed for result 
    
Brent HALS - 2794 

PSL – 394 
Annexe – 262 

Own stock/ NST – 0 
Hostel – 114 

Shortlife Accommodation – 242 
Assured Letting Scheme - 417 

B&B – 171 
 
 

 
TOTAL – 4394 

 

300 PFI properties to be delivered between 
2007/8 – 2008/9 

c200 Temp to Perm units  
700-800 homelessness preventions each year 

 

HALS - 200 
PSL – 900 

Annexe – 265 
Own stock/ NST – 0 

Hostel – 78 
Shortlife Accommodation – 0 
Assured Letting Scheme - 50 

B&B – 171 
Brent PFI – 150 

Temp to Perm - 500 
 

TOTAL – 2243 
 

Ealing HALS –462 
PSL – 1600 

Annexe – 150 
Own stock/ NST – 17 

B&B – 84 
 
 

TOTAL – 2486 
 

Increased homelessness prevention via private 
sector options  

Converting HALS schemes to direct letting 

HALS – 113 
PSL – 683 

Annexe – 164 
Own stock/ NST – 49 

B&B – 50 
Other - 17 

 
TOTAL – 1076 

 
Hamm & 
Fulham 

HALS – 570 
PSL – 700 

Annexe – 160 
Own stock/ NST – 250 

B&B - 85 
 

TOTAL – 1,765 

Increase homelessness preventions to a level 
of c450 pa 

Reduce acceptances by 12% by 2008 

HALS – 300 
PSL – 600 

Annexe – 0 
Own stock/ NST – 0 

B&B - 0 
 

TOTAL – 900 

                                                 
14 Some of this data is incomplete 
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Harrow HALS – 1091 

Hostel Places – 54 
B&B – 6 

Own stock – 35 
 

TOTAL - 1186 

HALS lease expiries and converting these to 
direct lets, maintaining high prevention 
success and the possibility of increasing 

permanent offers 

HALS – 590 
Hostel Places – 55 

B&B – 0 
Own stock – 0 

 
TOTAL - 645 

Hillingdon HALS – 550 
PSL – 1400 
Annexe – 0 

Own stock/ NST – 0 
B&B – 47 

Hostels - 69 
 

TOTAL – 2,000 
 

C420 pa housed through prevention strategies 
Applications and acceptances going down. 

 

Hounslow HALS – 200 
PSL - 600 

Hostels - 100 
B&B – 300 
Other - 250 

 
TOTAL - 1450: 

 

They will get rid of the B&B and hostels. 
 

They will not renew HALS schemes  

HALS – 0 
PSL - 600 

Hostels - 0 
B&B – 0 

Other - 125 
 

TOTAL - 725: 
 

Kensington & 
Chelsea 

HALS – 396 
PSL - 653 

Hostels - 0 
B&B – 0 

Other - 151 
 

TOTAL - 1200: 
 

Assumption of 75 Temp to Perm 
 

Homelessness preventions running at 400+  

HALS – 0 
PSL - 0 

Hostels - 0 
B&B – 0 

Other - 212 
 

TOTAL - 212: 
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Barnet HALS – 1,000 

PSL – 160 
Annexe – 450 

Own stock / NST – 600 
B&B - 20 

 
TOTAL – 2,130 

Impact of prevention strategies; Sanctuary DV 
scheme (c50 unit saving); rent deposit scheme 

(200 units pa); investigating direct lettings 
with both RSLs and previous annex providers  

HALS – 400 
PSL – 160 

Annexe – 160 
Regen NST – 600 

B&B - 20 
 

TOTAL – 1,350 
Camden HALS & PSL – 654 

 
Annexe – 474 

Own stock / NST – 54 
B&B – 187 

Hostels – 527 
Other - 111 

 
TOTAL – 2,007 

 

Move from HALS to direct lettings 
Conversion of annexes to long term AST 

Reduction of hostel use 

HALS & PSL – 400 
 

Annexe – 0 
Own stock / NST – 50 

B&B – 150 
Hostels – 300 

Other - 100 
 

TOTAL – 1,000 
 

Enfield HALS – 1050 
PSL – 872 

Annexe – 235 
Own stock / NST – 10 

B&B – 210 
Hostels – 100 

Other - 823 
 

TOTAL – 3,300 
 

Temp to Perm – 340 
Conversion of 1,000 HALS / PSL units to 

permanent at cost of £3M 

 
 

TOTAL – 1590 

Haringey HALS – 1710 
PSL – 1941 

Annexe – 890 
Own stock / NST – 828 

B&B - 118 
 

TOTAL – 5,487 
 

 HALS – 146 
PSL – 1328 

Annexe – 442 
Own stock / NST – 828 

B&B - 0 
 

TOTAL – 2743 
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Islington HALS – 434 

PSL – 165 
Annexe – 276 

Own stock / NST – 117 
B&B – 74 

Other - 443 
 

TOTAL – 1,509 

Prevention measures will reduce numbers by 
60pa 

HALS –  
PSL –  

Annexe –  
Own stock / NST –  

B&B –  
Other -  

 
TOTAL – 750 

Westminster HALS – 1300 
PSL – 1400 

Annexe –  
Own stock / NST –  

B&B - 520 
 

TOTAL – 3,220 

 HALS – 300 
PSL – 1300 

Annexe –  
Own stock / NST –  

B&B - 100 
 

TOTAL – 1700 
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APPENDIX TWO – THE SPECIFICATION SENT OUT TO 
PROVIDERS 
 

Dear Provider 
 
RE: TEMPORARY TO PERMANENT REVIEW  
 
Thank you very much for all your help so far. I now want to bring you up to date with progress 
and ask for your further thoughts on a sub-regional approach based on a much higher volume of 
procurement for a number of boroughs. 
 
With your help we now have a fairly detailed analysis of all the provider models that are available.  
The next stage then is to turn that on its head and instead generate an outline specification of what 
the boroughs acting jointly might wish to procure and invite your views and analysis of that 
outline specification. 
 
This is a purely notional exercise to provide information on: 
 
a) the viability of the sub regional package as it is currently envisaged 
b) VFM issues by comparing the costs of the sub regional approach with a borough by borough 

approach. 
 
What we have done is to: 
• Generate a schedule of acquisition price ranges across the preferred unit sizes for all 

boroughs 
• Draw up a schedule of desired acquisitions including unit sizes for the seven West London 

boroughs for a total of 1500 units  
• Produce a specification for that pro curement and management programme where we are 

now inviting your comments and an indicative proposal. 
 
The spec is aspirational in a number of respects (e.g. the request to factor in 15% affordable 
housing from day one) but it would be very helpful if you could indicate the consequences of such 
aspirations on outstanding debt etc as we may then be able to use the results generated as part of 
the ‘lobbying’ aspect of the work we are undertaking. 
 
So please find attached: 
 
• The specification for a sub regional temp to perm scheme 
• A schedule of property prices that we would like you to base this on. 
 
TEMP TO PERMANENT SPECIFICATION 
 
The West London Sub-region wishes to procure 1500 units of Temporary To Permanent 
accommodation. The attached spreadsheet provides, by borough, property price data, the number 
of units required and the preferred bedsize mix. 
 
All stock should to be in borough. 
 
All boroughs wish to transfer the stock to an RSL after an agreed period of TP leasing. 
 
You are asked to provide average price by borough (the weekly rent you would charge for each 
property), based on the provided mix, to achieve a 70% debt reduction at the earliest possible 
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stage, under the scenarios listed below. Rent levels should be within the HB cap for the relevant 
borough. 
 
In each case please also indicate the year in which the 70% debt reduction is achieved. 
 
A. No sales. You are responsible for management & maintenance costs. 
B. Scenario A above plus £35K capital per unit invested by LA or an RSL at start. 
C. Scenario A above, but aiming to achieve 70% debt reduction by year 10 through sale of 
properties if necessary. Please state percentage of stock that would need to be sold. 
D. Scenario A plus £35K capital per unit invested by LA or an RSL at start, but aiming to achieve 
70% debt reduction by year 10 through sale of properties if necessary. Please state percentage of 
stock that would need to be sold. 
E In each of the above cases in what year would 70% debt reduction be achieved if 15% of the 
units had to be on social rents from day-1? 
 
If there are any additional/separate set-up costs to be paid for each LA’s scheme, please show the 
sum involved clearly. 
 
Other Assumptions  
 
Annual rent increase 2.5% 
RPI 2.5%  
Major repairs provision 0.6% of property’s market value, inflated annually 
House price inflation 4% a year 
M&M cost inflation 0.5% above RPI 
Average target rents in 2006: 
1 bed 78.69 
2 bed 91.14 
3 bed 101.54 
4 bed 114.17 
Target rents rise by RPI+0.5%. 

 
BEDSIZES & VOLUMES REQUIRED BY COUNCILS 
              

  Total 
Units 1 bed 2 bed 3 bed 4 bed Weighted 

Average Price  

Brent 500 15% 50% 25% 10%           174,500  

Ealing 200  100%             200,000  
Hamm & 
Fulham 100 30% 60% 10%            172,000  

Harrow 100  35% 35% 30%           221,500  

Hillingdon 200 10% 50% 25% 15%           192,500  

Hounslow 200  40% 40% 20%           184,000  

K & C 200  50% 50%            230,000  
         
Total 1500           

 



 - 122 – © 2006/09 CIVIS CONSULTANTS – TEMPORARY TO PERMANENT ARRANGEMENTS 

APPENDIX THREE – INFORMATION15 ON THE KEY PROVIDER 
AGENCIES PARTICIPATING IN THE REVIEW 
 
 

 
 
Local Space Mission Statement 
 
1. To develop long term solutions to homelessness and housing need through 

successful creative and innovative housing partnerships with local councils. 
 

Introduction 
 
2. Local Space is registered as an RSL with the Housing Corporation (Reg. No. 

LH4454), it is also registered with the Financial Services Authority (FSA) as a 
Registered Charitable Industrial and Provident Society (Reg. No: 29840R). 

 
3. Local Space has been developed as a special purpose vehicle to affect a 

strategic intervention in the London housing market, capturing some of the public 
funding by way of housing benefit that is currently flowing in to the private sector.  
Local Space offers the opportunity of a ‘temporary to permanent housing 
initiative’ on a scale hitherto unseen in London or anywhere else. 

 
4. As an RSL we are able to access funding at the most favourable rates, our 

structure minimizes leakage of funds so as to maximize delivery of housing: VAT 
and tax efficient procurement, no Stamp Duty Land Tax and no requirement to 
siphon off funds for private sector profits      

 
5. Local Space is a new RSL, backed by Ministers and the Housing Corporation, 

focussed 100% on delivering new and innovative procurement in partnership with 
local authorities - turning housing benefit in to bricks and mortar.  

Issues 
6. Local Space has been set up to deliver on two key objectives: the delivery long 

term of high quality affordable permanent social rented housing in sustainable 
settings using an innovative funding model for turning HB into public assets; and 
the immediate supply of good quality temporary accommodation on attractive 
VFM terms guaranteeing dependable supply at predictable cost. 

 
7. However in meeting these key objectives Local Space also has a beneficial 

impact across a wide range of public policy aims set out below how we believe 
Local Space: 

 

                                                 
15 As provided by the provider agencies themselves. 
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• Stable and secure accommodation for homeless people and other target 
groups 

• Assured stock quality and housing management 
• Tenant satisfaction 
• Tackling empty homes and private sector disrepair  
• Sustainable mixed communities 
• Sub-regional nominations and inter-borough relations (in the London context) 
• Support for working households 
• Partnering and risk-sharing 
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Temporary to Permanent Housing 
 

Lloyds TSB, Orchard & Shipman and Pathmeads Housing Association 
 
 

 
 
 
Pathmeads Housing Association is the single largest provider of temporary housing in 
the country with nearly 6000 homes in management. Orchard & Shipman are an 
innovative and major provider of homes from the private sector to local authorities. 
LloydsTSB is a substantial investor in social housing with a track record of innovation. 
 
The concept of Temporary to Permanent Housing has been discussed for some time 
now. Pathmeads had developed a financial model at the same time that Orchard & 
Shipman with LloydsTSB were marketing an offering. It became apparent that there was 
a good deal of synergy between the two approaches as well as a long standing 
relationship between LloydsTSB and the Genesis Housing Group.  
 
The parties agreed that as a joint venture they could provide a more robust and 
deliverable product to more local authority clients: - 
 
LloydsTSB provides value for money funding which does not require equity or assets 
and does not limit acquisition but actually extends the number of homes that could be 
required.  
 
Orchard & Shipman bring their innovative approach to property management as well as 
extensive contacts in the property market to ensure targets can be met.  
 
Pathmeads as an RSL provides a strong covenant which allows there to be a 
commitment to convert homes to permanent affordable tenure. In addition the 
experience of managing temporary housing and working with Boroughs for over twenty 
years provides security that the scheme will be delivered. 
 
Jointly the three parties assure that the scheme is deliverable and thoroughly costed. 
With competitive finance, management and extensive contacts in the property market 
risk is well managed and provides a robust scheme. 
 
The key drivers of the scheme are: - 
 

• No equity required which limits capacity 
• No grant funding or support required 
• We are flexible as to how the property is managed and by whom.  
• Influence on how the fund is managed with ability to determine key variables 

around affordability, term and risk 
• What client groups are housed  
• What happens at the scheme end through genuine open book assessment 
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Roselodge is a successful London-based provider of long term social type 
accommodation and management services. We have operated since 1987 and have 
established a track record for high quality and effective service delivery.  
We have provided services to a wide range of public sector clients, including 
-London Borough of Brent 
-London Borough of Ealing 
-London Borough of Hammersmith and Fulham 
-Secretary of State for the Home Department  
-Stockton Borough Council 
-Birmingham City Council 
-Several other London Boroughs 
- Roselodge is also working on the Market Renewal Pathfinder programme in the 
Midlands and the North East. 
 
Our Temporary to Permanent model has been developed to provide quality homes 
meeting all requirements of the decent homes initiative.  The model has been designed 
to offer real flexibility, and to accommodate a range of differing needs.  Our approach 
has been developed and refined using recognised experts in accommodation, 
procurement and law. Our model provides a wide range of benefits to client authorities: 
 

• Provides long term accommodation from a known and reputable bulk 
accommodation supplier 

• Certainty of costs/budget requirements (agreed at project start) 
• Provides sensible levels of risk transfer to Roselodge  
• Removes the burden of acquisition and management of the properties in 

question 
• Provides flexibility to meet changes in Local Authority accommodation 

requirements  
• One point of contact for all services provided 
• Provides demonstrable Value for Money through an open and transparent 

financial model (Authorities can compare costs)  
• At the end of the contract, the properties transfer to an RSL or other agreed 

body, or Roselodge retain ownership with the Council retaining full nomination 
rights  at social housing rent levels.   The properties can be transferred at a price 
equivalent to the outstanding debt (mortgage); this can be agreed on day one. 

• Contributes to the Authority’s wider strategic objectives 
• Allows authorities to plan for the future with confidence and certainty  
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Safe Haven London  
 
Safe Haven London is a project established specifically for Local Authorities in Greater 
London, designed to deliver affordable housing to their residents without the need for 
capital Grant.   
 
Safe Haven is a charitable company limited by guarantee, registered with the Charity 
Commission.  It is 100% funded by loan finance from both Bank of Ireland and 
Partnerships UK plc (the Government’s PPP bank). 
 
Safe Haven will procure stock as required by the local authority (in the mix that it sets 
out), purchase and repair these units and fit them out to the pre-agreed specification, with 
all costs fully met by bank debt.  The finished units will then be leased to the Local 
Authority for 10 years at a pre-agreed rent (based upon the Housing Benefit cap less any 
administration fee that the Local Authority wishes to charge).  If required, Safe Haven 
can manage the stock too. 
 
During the lease, the Local Authority has the benefit of a rolling break option (especially 
important should Housing Benefit fail to keep up with the rents charged under the lease). 
 
At the end of the 10 year initial lease period, the Local Authority can either walk away 
from the lease and allow the charity to continue to let directly at affordable rents or the 
Local Authority can nominate a purchaser to take the stock over (e.g. an ALMO or RSL).  
It is important to note that there is no standard dilapidations clause within the lease, 
providing that the value of the property has not been overly compromised by misuse. 
 
At present, Safe Haven is managing a 200 home acquisition programme for London 
Borough Ealing, who selected a 10 Year Lease Option sealed by Council on 18th October 
2005.  The first 56 families have now been housed by 1st July 2006 and we expect some 
15 per month to come in future, plus a selection of new Build Homes. 
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Contact details:  
 

Local Space 
5th Floor Solar House 
1-9 Romford Road, 
Stratford, 
London, E15 4LJ 
Tel: 020 8221 3030 
Fax: 020 8221 3050 
Email: info@localspace.co.uk 
Website: www.localspace.co.uk 

 
 

Pathmeads Housing Association 
Olympic Office Centre 
Fulton Road 
Wembley 
Middlesex, HA9 0TB 

   t: 020 8150 5396 
f: 020 8150 4971 
e: info@pathmeads.org.uk  
w: www.pathmeads.org.uk  

 
 

Roselodge Group  
Head Office 
Wembley Point 
1 Harrow Road 
Wembley HA9 6DE 
020 8795 7777 
020 8795 7799 
property@roselodge-group.co.uk 
www.roselodge-group.co.uk/  
 
 
Safe Haven  
c/o Jared Fox 
UK Structured Finance Ltd 
25 Upper Brook Street 
W1 7QD 
Email : jared@uksf.co.uk   
 
 

 


