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1. Introduction and Brief 

 
1.1 Ark was commissioned by Plymouth Housing Development Partnership (PHDP) to 

undertake research into the Plymouth housing market, the new Affordable Rent 
Tenancy (ART) model and the relationship between affordability and housing 
need. 

 
1.2 This was a joint commission between the City Council and partner RP’s which had 

the advantage of all commissioning partners feeling a sense of joint ownership of 
the outcomes. 

 
1.3 The commission was in response to the Localism Bill and the Homes & 

Community Agency’s (HCA’s) Affordable Housing Programme 2011-15 
Framework. 

 
1.4 Specifically, Ark was asked to address six questions as part of the brief.  They 

were as follows: 
 

o At what level is Affordable Rent appropriate for Plymouth, and for whom? 
 

o Is Affordable Rent able to meet, at least an element of, the need for affordable 
housing and if so what prospective tenants will benefit? 

 
o What level should the Affordable Rent be capped at and what proportion of re-

lets should be converted to Affordable Rent given local housing needs data? 
 

o Which housing needs should Affordable Rent meet and at what income level? 
 

o Are there different housing markets in Plymouth that would require a different 
Affordable Rent level? 

 
o How compliant with current local planning policy is Affordable Rent and what 

changes are needed? 
 
1.5 The Ark response to the six questions raised are contained in Section 5 of this 

report and will help the members of PHDP inform their bidding strategies (now 
referred to as ‘offers’) over the coming weeks. 

 
1.6 The Ark approach to this project was as follows: 
 

o Review household income, purchase price and affordability data in 
Plymouth using both primary and secondary data provided by Strategic 
Housing team. 

 
o Identify information gaps and work with strategic Housing to fill them.  
  
o Review Local Housing Allowances across Plymouth and match between 

these and market rents.   Assess the sampling of market rented properties 
to inform Strategic Housing by talking to HB teams and/or the Rent Officer 
Service and identify the forthcoming changes to LHAs to reflect new 
guidelines. 

 
o Identify as far as possible the basis intended for establishing market rents 

when assessing affordable rents.    
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o Carry out a comparative analysis of market rents (inclusive of service 

charges), emerging LHAs, affordable rents, prevailing social rents and 
shared ownership costs for Plymouth (Identify any rent differentials / high 
value / low value market areas) and for key dwelling types (1bed flat, 2 bed 
flat, 2 bed house and 3 bed house). 

 
o By reference to updated SHMA data, assess the likely scale of households 

in need able to satisfy that need by paying an affordable rent. What can 
households in housing need afford to pay?  

 
o Analyse the potential impact of current proposals for benefit changes / 

caps on people taking up Affordable Rent @ 80% of LHA. 
 
o Analyse the level of turnover in existing RP social rented stock by 

reference to a 3 year trend profile across all of the partner authorities and 
the impact of 25% and 50% and 75% of general needs stock vacancies 
being offered at affordable rents and the potential for social rented stock 
becoming increasingly residualised.  

 
 
1.7 Part of the brief was to present and debate the key findings at a workshop held on 

the 10th March.  This assignment was undertaken in a very short timeframe.  
Although it provides PHDP with clear evidence which will influence its response 
on various aspects of Affordable Rent tenancies, some more detailed work may 
still be required to give a fuller and clearer detailed picture across all areas of 
Plymouth. 
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2. Summary of HCA Framework Guidance 

 
2.1 In the context of the reforms for social housing proposed by the Coalition 

Government in the Localism Bill, the HCA published its ‘framework’ document in 
late February. 

 
2.2 The framework guides RPs in the formulation of ‘offers’ to the HCA to be 

recipients of grant funding to support the provision of affordable housing over the 
forthcoming four year spending statement period of April 2011 to March 2015. 

 
2.3 Affordable Rent will form the principal element of new supply benefitting from the 

investment of public grant and RPs are expected to offer to ‘convert’ a proportion 
of casual vacancies in their social rented housing stock to affordable rents during 
the funding period to reduce reliance on new public subsidy.  The HCA’s theory is 
that with rents at, or approaching, 80% of market rents, this will represent a 
significant increase in revenue by comparison with social rents based on the 
target rent setting formula.  This additional rental income theoretically will support 
an increase in the amount of debt which the property can service and therefore an 
increased capacity for RPs to meet the costs of new schemes from their own 
resources. 

 
2.4 The framework guidance is wide-ranging and extensive.  All RPs considering 

making offers will no doubt already be fully conversant with all of the provisions of 
the guidance.  However, Ark highlighted some key provisions as a context for the 
debate which took pace at the workshop session on the 10th March, and these 
are: 

 

 Where tenants are eligible for HB it will continue to be paid in full - 
whilst the recently introduced caps for HB are only applicable to tenancies 
in the private sector and the limitations imposed by Local Housing 
Allowances likewise relate to private sector tenancies, the impact of paying 
full HB on Affordable Rent tenancies will increase the national HB bill and 
is contrary to the Govt’s stated aim to reduce this bill.  Also if HB becomes 
subsumed within a united benefit as proposed, the overall benefit 
entitlement will be capped.  Arks view is that HB reliance for tenants 
paying affordable rents leaves them in a greater income trap than with 
social rents and leaves the landlord with an income stream more 
vulnerable to future legislative or regulation changes. 

 Offers are for the full 4 years 2011-2015 and agreed funding rates 
apply throughout the period - so there is a significant inflation risk 
present for RPs when making offers and also given the generality of the 
programmes for the later years of the offer period, a good deal of 
speculation about the characteristics and costs of schemes which will be 
needed to fulfil the delivery expectations and the agreed funding rates. 

 Framework contracts with RPs will encompass conversions, grant 
free schemes and other internal and external subsidy potential 
including Recycled Capital Grant Fund and Disposal Proceeds Fund - 
RPs will be making contractual commitments which are reliant on 
generating considerable internal and alternative forms of subsidy including 
probably a number of Section 106 schemes which are notoriously 
unpredictable.  Because of the potential reliance on RCGF, DPF and other 
internal resources it is very important for RPs to have robust Asset 
Management strategies in place. 
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 Contracts will be managed on an open book basis - the HCA will see 
itself as a ‘co-funder’ and wants to fully understand other funding sources 
and review contract delivery and issues on a quarterly basis.  A 
procurement statement has to be submitted by RPs as part of their offers 
as a means for the HCA to gauge underlying value for money.  Dialogue 
between providers, the HCA and local authorities is expected to be 
ongoing over the offer/contract period. 

 Grant rates are to be the ‘minimum necessary for delivery to be 
viable’ - additionally the guidance emphasises that additional financial 
capacity generated by moving to affordable rents as opposed to social 
rents should not be used to support increases in the costs of development, 
particularly higher land or Section 106 package prices. 

 Strategic fit with local priorities (good alignment with Local 
Investment Plan) will figure in funding decisions as well as value for 
money - the guidance is clear that local priorities need not be set out in a 
LIP meaning that some local authorities are likely to abandon production of 
a LIP and rely more on the Local Housing Strategy approach.  In Ark’s 
views, if there is conflict between local priorities and value for money, the 
latter will prevail. 

 There is encouragement to reinvest conversion capacity in the same 
‘wider housing market area’ - however, the guidance explicitly rejects the 
notion that conversion capacity generated in a specific local authority area 
should have to be reinvested in that particular area. 

 Affordable rents can be ‘up to 80%’of ‘gross market rent’ and that 
rent therefore would include the service charge,  There would need to 
be clear justification for charging less than 80% and RPs will be 
expected to model their financial capacity in recognition that they 
could charge at 80% of a market rent.  The rents can exceed LHAs - 
with the determination of LHAs now to be based on the 30% percentile of 
sampled rents in an area rather than 50% then it is quite possible that 80% 
of a market rent for a well specified property will be at or above the LHA. 

 Rent increases are assumed to follow the current target rent formula 
of RPI plus 0.5% per annum.  However, each time a dwelling with an 
affordable rent tenancy is re-let, then the rent will be re-assessed 
based on market rents - this presents a particular uncertainty and risk for 
RPs.  Whilst market rents may increase at well above the inflation rate 
dependent on local supply and demand factors, it is often the case that 
rents will remain stable or even fall for periods. 

 Tenancies are to be fixed term and a minimum of 2 years - although 
RPs need to make strategic decisions on tenancy periods, and do this in 
conjunction with local authorities when the latter formulate their statutory 
tenancy strategies, periods are likely to average around 5 years and give 
rise to more void turnover than for social renting.  Also, if rents are re-
based and market rents have not increased at RPI + 0.5% p.a. on average 
then the income stream will reduce. 

 Providers are only expected to have regard to a local authority’s new 
Tenancy Strategy, which is a provision of the Localism Bill and so 
will have statutory force on tenancy management, including tenancy 
periods but not on rent setting - if PHDP wants to establish some 
parameters for affordable tenancy rent setting, it will need to do this via a 
local protocol of some sort, which will have limited enforceability. 
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 For Section 106 schemes which are included within an offer, funding 
generated from an RPs own resources to acquire dwellings will be 
subject to careful scrutiny by the HCA.  This is an attempt to ensure 
that available financial capacity is used to keep grant rates down - as 
RPs pricing for S.106 schemes often include premiums which cannot be 
recovered in a supportable deficit appraisal this will present problems.  
This is likely to improve the appropriateness of pricing matrices for 
affordable housing planning obligations and an effective one is already in 
operation in Plymouth. 
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3. Data Analysis and its Interpretation 

 
3.1 New Lets 2010 
 
3.1.1 Analysis 
 

 
 
3.1.2 Interpretation and Implications 
 

 The vast majority of households currently benefitting from the social rent 
regime in Plymouth have annual earnings of less that £10k 

 A high number of these households must already be reliant on benefits if 
their annual earnings are lower than £10k, even if they are housed in 
social rented housing let at target rent levels 

 Does this justify an approach where households reliant upon HB can afford 
any rent level and so ART will be fine for the majority of households 
currently being housed within Plymouth 

 21% of new tenancies were allocated to ‘the squeezed middle’, those 
households earning between £10k and £20k 

 Very few households (4%) who were allocated a social rented house in 
2010 had an income of +£20k 

 It is reasonable to anticipate that these proportions will suggest one of two 
options for the future implications of the ART regime 
(i)   A very high reliance on benefits will be inevitable as rents are higher, 
with a high likelihood of increasing levels of benefit traps 
(ii)  A significant change in the income profile of households being 
      housed 
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3.2 Plymouth Household Income 
 
3.2.1 Analysis 
 

Lower Quartile 
Full Time 

Gross 
Earnings 
2009/10 

Median Average 
Full-Time Gross 

Earnings 
2009/10 

Mean Average 
Full-Time 

Gross 
Earnings 
2009/10 

Source 

- 17,342 21,265 
HMRC Survey of 
Personal incomes 

2007/08* 

- 24,830 29,446 
Devon CC estimates of 

household income, 2009 

16,477 23,091 - ASHE, June 2010 

 
*Note: the Annual Index of Earnings was used to calculate the appropriate rise from 
2007/08 to 2009/10 in the HMRC Survey of Personal Incomes data 

 
 
3.2.2 Interpretation and Implications 
 

 Not all sources of data are consistent  

 Confirms that Plymouth is an area of low household income and so 
affordability is a key issue when considering any form of affordable 
housing 

 When combined with the data analysis in 3.1 above, the projected 
affordability of ART is a significant risk to RP’s, PCC and for households in 
housing need 
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3.3 Plymouth Estimated Affordable Rents 
 
3.3.1 Analysis 
 

  
1Bed Average 
Weekly Market 

Rent 

2Bed Average 
Weekly Market 

Rent 

3Bed 
Average 

Weekly Market 
Rent 

City of Plymouth £103 £126 £144 

Plymouth 
80% average weekly 
market rent 

£82.40 £100.80 £115.20 

Annual Household 
Income Required 

£17,185 £21,022 £24,026 

 
Source of market rent data: Housing Market Assessment Update, June 2010 
Affordability assessment based on 25% of gross income for this and all subsequent tables 

 
 
3.3.2. Interpretation and Implications 
 

 HMA data is a fairly crude indicator of market rent levels, showing an 
average for the whole City 

 Nonetheless, it is apparent that households would need to earn between 
£17k and £24k to be able to afford ART at 80% of average market rent for 
1/2/3bed properties 

 The vast majority of households housed in 2010 could only afford this 
product if they are on benefits 
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3.4 Local Housing Allowance Rates 
 
3.4.1 Analysis 
 

  1bed 2bed 3bed 4bed 5bed 

(i) Feb 2011 Actual LHA      

Weekly Rent £pw 98.08 126.92 150.00 196.15 282.50 

Monthly Rent £pcm 425 545 650 850 1,225 

Annual Household 
Income Required with no 
HB £pa 

20,400 26,400 31,200 40,800 58,800 

(ii) 30th Percentile 
Projected LHA 

     

Weekly Rent £pw 92.31 115.38 126.92 161.54 161.54 

Monthly Rent £pcm 400 500 550 700 700 

Annual Household 
Income Required with no 
HB £pa 

19,200 24,000 26,400 33,600 33,600 

 
Source: Feb ’11 LHA as published and projected 30th percentile from PCC  
Note: The LHA does not currently apply to RP rented housing and is a guide only to 
comparable limits applied to eligible market rents in the private sector 

 
 
3.4.2 Interpretation and Implications 
 

 LHAs are being reduced in Plymouth 

 This has an impact for private landlords who currently use their property to 
house those on HB 

 RPs will be competing with this sector and in some cases, ART will be 
higher than LHA.  Whilst RPs are exempt from LHAs, there are two main 
risks: 
(i)   RPs have difficulty in letting ART at rents above LHA 
(ii)  The Government wants to reduce its revenue budgets and may  
       restrict ART rent levels in the future.  Any ART set above LHA 
       will be vulnerable to such a review 

 The LHA do therefore provide a relevant benchmark for assessing ART 
rent levels 

 Even at LHA caps, affordability is a key issue 
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3.5 Affordability of ART, rents at 80% Market Rent 
 
3.5.1 Analysis 
 

  1bed flat 2bed flat 
2bed 

house 
3bed 

house 
4bed 

house 

Lowest market 
Rent £pcm (£pw) 

370 
(85.15) 

425 
(97.81) 

495 
(113.92) 

525 
(120.83) 

650 
(149.60) 

80% of Lowest 
market rent £pcm 
(£pw) 

296 
(68.12) 

340 
(78.25) 

396 
(91.14) 

420 
(96.66) 

520 
(119.67) 

80% of Lowest 
market rent as % of 
Projected LHA 

74% 68% 79% 76% 74% 

 Annual household 
income required -
80% of Lowest 
MR 

£14,208 £16,320 £19,008 £20,160 £24,960 

 

Average market 
Rent £pcm (£pw) 

466 
(107.24) 

597 
(137.40) 

582 
(133.95) 

682 
(156.96) 

873 
(200.92) 

80% of Average 
market rent 
£pcm (£pw) 

373 
(85.79) 

478 
(109.92) 

466 
(107.24) 

546 
(125.57) 

699 
(160.74) 

80% of Average 
market rent as % of 
Projected LHA 

93% 96% 93% 99% 100% 

Annual household 
income required –               
80% of Average 
MR 

£17,904 £22,944 £22,368 £26,208 £33,552 

 

Highest market 
Rent £pcm (£pw) 

650 
(149.60) 

895 
(205.98) 

790 
(181.82) 

900 
(207.13) 

1,600 
(368.24) 

80% of Highest 
market rent 
£pcm (£pw) 

520 
(119.67) 

716 
(164.79) 

632 
(143.45) 

720 
(165.71) 

1,280 
(295.59) 

80% of Highest 
market rent as % of 
Projected LHA 

122% 130% 125% 131% 183% 

 Annual household 
income required – 
80% of Highest 
MR 

£24,960 £34,368 £30,336 £34,560 £61,440 

 
 Source: Feb ’11, data from Findaproperty.com – approx 350 properties for letting 
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3.5.2 Interpretation and Implications 
 

 It is in the yellow zone - the low value (regeneration) areas, where it is 
possible to house the squeezed middle income households without over 
reliance on benefits 

 This would be a positive solution to helping create balanced communities 
in regeneration areas 

 1 bed flats in low value areas result in a rent that is little different from 
target rents, once service charges are accounted for 

 These 1 bed flats will have the benefit of being as affordable as social 
rented housing but will suffer from a very limited capacity for the RP to 
raise additional borrowings 

 The 80% of market rent in the yellow zone is comfortably below the LHA 
benchmark 

 In the blue zone the ART average rent levels are high enough where it is 
doubtful if the squeezed middle can still afford to rent without the support 
provided by HB 

 The affordability of larger family housing at average ART rents is already 
likely to result in a benefits trap 

 The average (blue zone) 80% market rents are close to 100% of the LHA 
benchmarks 

 In the red zone - high value areas, ART at 80% of market rents are only 
likely to be affordable to those on full HB 

 The squeezed middle cannot compete in the red zone for these properties, 
with a possible impact on Choice Based Lettings 

 The 80% market rents in high value areas are significantly above the LHA 
benchmark and therefore place the RP at risk of not creating balanced 
communities in addition to being out of pocket should there be a  
dampening down of HB by the Government in the future. 
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3.6 Range of Household Income required for ART 
 
3.6.1 Analysis 
 

  1bed flat 2bed flat 
2bed 

house 
3bed 

house 
4bed 

house 

Lower Quartile 
(Four) Annual 
Household Income 
Range 

£14,208 
to 

£16,896 

£16,320 
to 

£20,832 

£19,008 
to 

£21,840 

£20,160 
to 

£23,760 

£24,960 
To 

£34,080 

Quartile Three 
Annual Household 
Income Range 

£16,896 
to 

£19584 

£20,832 
to 

£25,344 

£21,840 
to 

£24,672 

£23,760 
to 

£27,360 

£34,080 
to 

£43,200 

Quartile Two 
Annual Household 
Income Range 

£19,584 
to 

£22,272 

£25,344 
to 

£29,856 

£24,672 
to 

£27,504 

£27,360 
to 

£30,960 

£43,200 
to 

£52,320 

Upper Quartile 
(One) Annual 
Household Income 
Range 

£22,272 
to 

£24,960 

£29,856 
to 

£34,368 

£27,504 
to 

£30,336 

£30,960 
to 

£34,560 

£52,320 
to 

£61,440 

 
 Source of raw data: Findapropery.com Feb 2011 
             Assessed on a quartile basis of 80% market rents, Feb ‘11  

 
 
3.6.2 Interpretation and Implications 
 

 This shows a more realistic range of household income required to be able 
to afford ART at 80% of market rent 

 The squeezed middle can only afford the lowest quartile without the need 
for HB support 

 Even in the third quartile, coloured brown in the table above, the squeezed 
middle probably need to rely on some HB 

 In the upper quartile (red zone above), for households who need a large 
house, then the level of HB will be very high.  This could come up against 
the total benefits ceiling of £500 pw when added to other benefit 
entitlement 

 Once you set ART at above average levels, as shown in the top two 
quartiles it is highly likely that this affordable housing can only be used to 
house those on full HB 
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3.7 Current Mean Social Rents as a Proportion of Market Rents 
 
3.7.1 Analysis 
 

  1bed flat 2bed flat 
2bed 

house 
3bed 

house 
4bed 

house 

City of Plymouth 
Mean RSL Social 
Rent £pw 

59.95 67.81 69.41 77.96 85.51 

Mean S/R as a % 
of Lowest market 
rent 

70% 69% 61% 65% 57% 

 Mean S/R as a % 
of Highest market 
rent 

40% 33% 38% 38% 23% 

Mean S/R as a % 
of Average market 
rent 

56% 49% 52% 50% 43% 

 
 Source: Mean Social Rents from PCC, 2010 

 
 
3.7.2 Interpretation and Implications 
 

 Social rents exclude service charges (SC) and therefore in low value 
areas, Ark would anticipate a SC of at least £10 pw for flats 

 Both 1 bed and 2 bed flats in the low value areas (yellow zone), inclusive 
of SC, are at or close to 80% market rent levels and therefore social rents 
are no lower than ART rent levels 

 At the other end of the extreme, social rents range between 23% and 40% 
of market rents in high value areas 

 In relative terms ART at 80% of market rent in high value areas will be 
double that of a social rented 1 bed flat, and nearly 3.5 times more 
expensive than a 4 bed house in the same area 

 It is in the high value areas where ART will have its biggest impact both in 
terms of increased borrowing capacity of any RP but also creating a 
poverty trap in an expensive property 
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3.8 Affordability Ready Reckoner 
 
3.8.1 Analysis 
 

AFFORDABLE RENT 
@ 80% Monthly Rent 

£pcm 

Annual Household Income Required 
– assuming 25% of Gross Income 

affordability criteria, nil HB 
£pa 

325 to 525 15,600 to 25,200 

550 to 725 26,400 to 34,800 

750 to 1000 36,000 to 48,000 

 
Note: See 3.9 below, but households with an income of £18k+ and a 10% deposit 
can consider outright purchase of a 1bed flat and at £30k+ a household can afford 
a 3 bed house in a decent area of Plymouth 

 
 
3.8.2 Interpretations and Implications 
 

 A simple way to judge affordability of ART, particularly for the squeezed 
middle, is to apply this ready reckoner to strategy and planning policy 

 In the yellow zone, you can help households earning up to £25k 

 Therefore, if your aim is to help house people with annual earnings of £25k 
or less, then a maximum ART of £525 pcm could be applied 

 In the blue zone (£25k-£35k) you are likely to house people on full HB 

 At this point, as a product the RP is competing with buying outright in the 
open market (see 3.9 below) 

 Any rent of £750 and above is aimed at those earning £35k plus 

 Clearly these households could meet their housing needs elsewhere in the 
open market and therefore only those on full HB would choose to rent here 
and the squeezed middle would not be able to afford these rent levels 

 At rents above £750pcm it has to be questioned why any form of public 
investment is being included in such an unaffordable product. 
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3.9 Threshold of Owner Occupation in Plymouth 
 
3.9.1 Analysis 
 

£ 1bed flat 2bed flat 
2bed 

house 
3bed 

house 
4bed 

house 

Starting Purchase 
Price - Ex LA 
stock 

50,000 60,000 80,000 100,000 130,000 

Income Required 12,857 15,429 20,571 25,714 33,429 

Starting Purchase 
Price - Private 
Stock decent 
condition 

70,000 80,000 105,000 120,000 150,000 

Income Required 18,000 20,571 27,000 30,857 38,571 

 
Note: Assumes household have a 10% deposit and a 3.5 income multiplier for a mortgage 

 
 
3.9.2 Interpretation and Implications 
 

 The threshold cost of owner occupation is relatively low in Plymouth, even 
allowing for acquiring a property in a reasonable area and in good order 

 When compared with Section 3.6, this shows that households who are 
offered a property at 80% of market rent levels within the upper two 
quartiles would be less affordable than buying outright in a decent area  

 Therefore, in terms of ART, the top two quartiles can only be of use to 
those on HB as normally households earning enough to buy in the open 
market could be expected to do so rather than rent long term 

 It could be argued as wrong to use public funding to help any such 
households who can meet their housing needs in the private sector 
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3.10 Indicative Supportable Deficits 
 
3.10.1 Analysis 
 

MID VALUE AREA 

Property 
Type 

Estimated 
Market 
Rent 

£ pcm 

80% 
Market 
Rent 

£ pcm 

ART 
Supportable 

Deficit 
£ 

Current SPD 
Purchase Price 

Matrix 09/10 
£ 

ART as % of 
upper 

threshold 
SPD matrix 

1bed flat 450 360 46,750 32,965 – 42,025 111% 

2bed flat 550 440 64,000 40,704 – 48,859 131% 

2bed 
house 

575 460 71,000 43,212 – 53,157 134% 

3bed 
house 

675 540 80,000 50,736 – 62,037 129% 

4bed 
house 

800 640 108,000 58,906 – 70,298 154% 

 

HIGH VALUE AREA 

1bed flat 500 400 54,000 32,965 – 42,025 129% 

2bed flat 600 480 72,000 40,704 – 48,859 147% 

2bed 
house 

650 520 80,500 43,212 – 53,157 152% 

3bed 
house 

800 640 109,000 50,736 – 62,037 176% 

4bed 
house 

1000 800 130,000 58,906 – 70,298 185% 

 
Source RP returns to Ark, March ’11, note limited data 

 
3.10.2 Interpretation and Implications 
 

 Not enough data was collected in the low value areas to carry out 
meaningful analysis, but any increased borrowing capacity will be limited 
for flats given that we know ART will not be much higher than target rents 

 In the mid value area, the uplift in terms of the RPs borrowing capacity is 
significant 

 The price that can be paid depends on the property size with the uplift 
getting greater the bigger the property 

 The benefit of larger units are that they are ‘cash cows’ for RP’s which may 
counter balance the fact they are not affordable 

 In high value areas, the uplift becomes even more significant 

 The RPs need some units that increase the price that can be paid, or else 
the system will not result in improved deliverability and reduced grant rates 

 PCC will need to carry out a thorough review of its Obligations SPD which 
includes a matrix of purchase prices for affordable housing 
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3.11 Relets and Conversions 
 
3.11.1 Analysis 
 

Total affordable housing stock 20,570 homes 

General Needs stock 18,632 (90%) 

Average annual stock turnover 2007-2010 1,493 (8%) 

Average lettings to new tenants not transfers 1,175 (78%) 

NUMBER OF CONVERSIONS ANNUALLY AT 25% OF 
NET TURNOVER 

293 

NUMBER OF CONVERSIONS ANNUALLY AT 50% OF 
NET TURNOVER 

587 

 
Note (i) Data does not include all social landlords but represents over 90% of stock 
Note (ii) As time passes, the number of conversion opportunities will decline because the 
existing social rented stock is being eroded 

 
 
3.11.2 Interpretation and Implications 
 

 Where lettings recorded by the PHDP members submitting data were to 
transfer applicants, Ark assumes that all of them will let their new homes 
on a social rent because they are currently social renting and unlikely to 
move otherwise. 

 The turnover of general needs stock in Plymouth, at an average of 8% per 
annum in the past 3 years, is fairly high compared to other areas Ark has 
studied.  3 years figures should be a fairly reliable sample to indicate 
turnover but some caution is required. 

 Based on a conversion rate of 35% for general needs vacancies, not 
including those let to transfer applicants, Plymouth could generate 411 
homes re-let on ARTs.  If the average dwelling type was a 2 bed flat and 
was located in a mid-value area, then this would generate £6.22m of 
additional funding capacity.  The calculation is as follows: 
 
ART supportable deficit for a 2 bed flat     - £64,000 
Highest 2 bed flat price in 09/10 SPD matrix     - £48,859 
 
Additional funding potential / unit          = £15,141 
 
£15,141/unit x 411 conversions at 35% of net turnover   = £6,222,951 

 
 



PHDP 

The New Affordability Rent Model Page 20 

4. Summary of Key Issues and Options Available to PHDP 

 
4.1 A number of key issues arise from the analysis carried out in Section 3 of this 

Report, including the following: 
 

 ART does present some opportunities 

 PCC need to set clear consistent guidance to its RP partners 

 To achieve growth PCC can only moderate the process, avoiding ‘going 
against the flow’ 

 PCC is likely to be a beneficiary of conversions from other areas as it 
benefits from a high number of LSVT’s operating in the City and 
conversion potential is often at its greatest for LSVTs 

 Each RP does have a significantly different set of constraints and 
opportunities which affects their financial capacity under the ART regime 

 The Council can consider how best to achieve improved affordability and  
greater flexibility on grant free projects, such as S.106 sites and PCC 
owned land 

 Need for an ‘Intelligent Response’ from both the Council and its RP 
partners 

 ART can only realistically be targeted at those in receipt of HB in above 
average areas of the City 

 The squeezed middle earning less than £25k are only likely to be helped in 
regeneration areas unless they are willing and able to rely on some HB 

 RPs will be in competition with the private sector (both market rent and 
market sales) 

 
4.2 In terms of options available to PHDP, the following are worthy of consideration as 

a basis for an immediate steer from the Council to its RP partners: 
 

 PHDP to consider together how the Choice Based Lettings system can 
allow targeting of the squeezed middle households in low value 
regeneration areas 

 Accept that only those on full HB will be able to afford 80% market rent in 
all above average areas of the City 

 Accept that all grant funded units will be let at 80% of market rent 

 Amend planning policy to incorporate ART which is more than just rent 
levels, as it also covers the length and terms of tenancy  

 PCC to consider if it is appropriate to moderate the ART rent levels on 
grant free schemes so that the product is more affordable to the squeezed 
middle households, whose annual income ranges between £10k and £25k 

 PCC to clarify its brief in terms of the preferred mix of affordable housing 
and the moderation of ART rent levels on grant free schemes 

 PHDP to work collaboratively in order to update the ‘Purchase Price 
Matrix’ included in the Obligations SPD 

 PCC to confirm its offer in terms of land holdings and S106 sites so that 
these opportunities can be included in the forthcoming bids 

 RPs to include some shared ownership in the investment programme, 
provided that the schemes represent good value for money 

 A new protocol can be agreed for PHDP which includes the moderation of 
rent levels as this cannot be covered in the tenancy strategy. 
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5. Ark’s Response to the Questions Posed in the Brief 

 
• At what level is Affordable Rent appropriate for Plymouth, and for 

whom? 
 Affordable Rented housing will be the basis of all grant funded delivery 
 On a grant funded scheme, 80% MR will be expected 
 Some advantages may be gained, particularly on regeneration schemes 
 Benefits trap a significant risk in mid/high value areas and on large family 

houses in all areas 
 
 
• Is Affordable Rent able to meet, at least an element of, the need for 

affordable housing and if so what prospective tenants will benefit? 
 Can help the forgotten middle group earning £15k to £25k in the low value 

regeneration areas 
 Similar group to those interested in shared ownership so a clear marketing 

strategy on both products is required 
 All unwaged are eligible for ART due to availability of HB and are the group 

most likely to bid for ART properties under Devon Home Choice system but 
result in longer term risks in such a letting strategy, locking people in a 
benefit trap and vulnerability to caps on benefit entitlement 

 
 
• What level should the Affordable Rent be capped at and what 

proportion of re-lets should be converted to Affordable Rent given 
local housing needs data? 

 Different approach between grant free schemes such as those with PCC 
owned land or S106 sites (some moderation of ART rent levels is needed) 
and grant funded projects where 80% of market rent is expected 

 Dependent on the emerging changes to the Obligations SPD it may be 
possible to justify a sliding scale of ART levels, with 80% of market rent 
charged in low value areas, 65%-70% charged in average areas, and 50%-
60% in high value areas (more work is required on this to be sure of these 
moderating rent policies) 

 4 bed houses could be excluded from any ART bid on either new delivery or 
conversions at re-let in order to protect the limited supply of large family 
houses and the avoidance of complete poverty traps 

 Maximum of 50% of net re-lets to be converted to ART to be spread evenly 
across the City and pro rata against all house types 

 
 
• Which housing needs should Affordable Rent meet and at what 

income level? 
 ART can meet a wide range of housing needs, subject to HB 
 In some cases ART can be viewed as an intermediate product but only in 

the lower value areas of the City 
 Elsewhere it may be seen as being in lieu of social rented but with the real 

risk of creating benefit traps for its residents 
 ART is often creating rents not much higher than social rent for 1bed and 

2bed apartments in the lower value areas of the City and therefore must 
meet the same need as would social rented housing 
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• Are there different housing markets in Plymouth that would require a 

different Affordable Rent level? 
 Ideally there should be differential rents given the wide range of market 

rents across the City – see suggestion above 
 Can this be applied in S106 policy? 
 However limitations on grant funded schemes 
 The Council must be mindful of the fact that RP’s need some schemes 

which are better contributors 
 
 
• How compliant with current planning policy is Affordable Rent and 

what changes are needed? 
 ART will comply with any revised PPS3 guidance which will be issued by 

the Government 
 PCC Core Strategy remains sound as currently worded 
 Need to amend the PCC Obligations SPD 
 Update the ‘Purchase Price Matrix’ 
 It is an opportunity for mixed tenure and ART rent moderation where grant 

free schemes are deliverable 
 Grant free schemes may also become critical in terms of delivering types of 

affordable housing which simply do not work at 80% of market rents. This 
could include large family houses, supported housing, and extra care 
housing 

 PCC need to guide its RP partners as soon as possible as to what changes 
to planning policy and what rent levels are acceptable as a matter of some 
urgency 
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6. Way Forward 

 
• PCC to agree with PHDP the following: 
 Bids guidance, including:  

- Maximum % of conversions at re-let for existing stock within Plymouth 
and guidance as to how the conversions must be spread evenly across 
all general needs housing;  

- Rent setting policy on grant free projects;  
- Likely changes to S106 policy, subject to appropriate levels of 

consultation and approval;  
- Refresh the Single Conversation LIP and  
- Select RP’s for any individual sites which are at present not earmarked 

for anyone to bid upon,  
- Deliverability (meet with planning and housebuilders to discuss all 

known sites) 
 PCC Offer – free land, commuted sums, S106 sites 
 PCC Outline Brief – on Council owned land  
 Tenancy Strategy – a detailed strategy to be firmed up post the bids 

process 
 Devon Home Choice – allocations process to be reviewed to ensure that the 

agreed Tenancy Strategy can be implemented on the ground. 
 Review of the PHDP should be undertaken to include both its membership 

and protocol. The Tenancy Strategy will be silent on the matter of rent levels 
so the PHDP protocol will cover this as well as any revision to planning 
policy 

 Revisions to Planning Policy, including timeframe for formal amendments to 
the SPD whilst also issuing any interim guidance notes to aid both RP’s and 
housebuilders 

 Detailed Action Plan 
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