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Foreword 
 
Our wonderful city is growing at the fastest rate ever. London’s population is currently 
increasing by around 100,000 people a year. That’s a new borough every two and a half years.  

Where to house all these new Londoners is now the biggest challenge facing our city.  We need 
to build at least 49,000 homes a year to keep pace with demand. Yet, for thirty years, we’ve 
only managed half that number, with around 20,000 to 25,000 new homes built. 

Indeed, this growing mismatch between housing supply and demand has particularly squeezed 
hard working Londoners. I’m talking about people on low and middle incomes that are unlikely 
to be a priority for traditional affordable housing. These are people who may be struggling to 
afford private sector rents and increasingly priced out of owner-occupation.  

That’s why I want to expand shared ownership as a way to help the huge numbers of Londoners 
desperate for good quality low cost housing.  Through the First Steps Challenge Fund, I want to 
redouble our efforts so that thousands more Londoners will be able to own their own 
home.  There has already been significant progress, with 50,000 Londoners being helped to buy 
their first home through our programmes, and a raft of measures to remove red tape which has 
held this sector back.  I now want to go further. 

Last September, I launched phase one of the London Housing Bank to provide fresh funding 
options to help build more homes for intermediate rent. Now with this second phase, I hope 
another 4,000 homes for shared ownership will be built by March 2020.    

If your organisation can help us provide shared ownership at a level Londoners need, I want you 
to talk to us to show how you would use this funding. I want to see it used to deliver more 
homes, at greater pace. I also want it capitalise on the strengths of shared ownership to attract 
new investment into the sector.  

By working together, we can make sure London gets the new homes it so urgently needs.  

 
 

 

 
 
 
 
 
 
 
 
 

 
Boris Johnson 
Mayor of London  
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London’s housing challenge 
 

1. The London Housing Strategy outlines the huge challenge facing London to deliver 
enough homes to keep pace with its rising population and to address the historic 
backlog of housing need.  A record number of homes were registered to be built in 
2013, and the Mayor is on track to deliver 100,000 homes by 2016, but the challenge 
is enormous.  

 
2. The GLA’s assessment of housing requirements demonstrates that London needs at 

least 49,000 homes a year to keep pace with its rising population and to address its 
historic backlog of housing need. Yet only around 20,000 to 25,000 new homes have 
been built annually in recent years.  

 
3. The mismatch between supply and demand has grown widely in the last decade and is 

contributing to rising house prices - up by nineteen per cent in the year to September 
2014, compared with twelve per cent nationally, an increase that contributed to an 
average London house price of £517,000, nearly double the national figure. London 
market rents are also around double the national average in London at £1,412 in June 
2014. 

 

The London Housing Bank 
 

4. The first phase of the London Housing Bank launched in September 2014 with an 
initial £200m investment available on a recoverable basis, either through low cost or 
value-linked loans. This aimed to increase the volume and pace of delivery of homes, 
making them available to working Londoners for an initial period on an intermediate 
rental basis. 

 
5. The opportunity to bid for further funding for intermediate rent from the London 

Housing Bank is now available on a continuous basis. Following initial allocations it is 
expected that around £140m will be available for this purpose.  

 
6. This First Steps Challenge Fund is the second funding opportunity to be made available 

through the London Housing Bank. 

First Steps Challenge Fund 
 

7. The First Steps Challenge Fund sets out a challenge to new and existing providers to 
step up their activity and deliver at least an additional 4,000 homes for shared 
ownership in the 2015-20 period. 
 

8. To support this, the Mayor is making up to £180m available on a recoverable basis, and 
encourages bidders to work with potential investors to attract further funding. Initial 
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estimates suggest that this funding is likely to be matched by around a further £1.2bn 
of private finance with a total estimated £4bn worth of wider economic benefit.  It is a 
key objective of the Fund to demonstrate that initial public investment can be used to 
seed interest in shared ownership as an investment asset and to help to move away 
from paying out grant towards new models that better recycle subsidy.  

 
9. Homes built under this Fund will be advertised on the First Steps portal and will be 

prioritised for eligible households, who must be earning less than £66,000 a year, or 
£80,000 if it is a family buying a three bedroom (or larger) home.  

 
10. In delivering the fund a key aim will be to ensure that the process is made as 

straightforward as possible for tenants, investors and developers.   
 

Who can bid?  
 

11. The First Steps Challenge Fund is open to bids from any organisation able to 
demonstrate an ability to deliver shared ownership homes at the required scale. 
 

12. The GLA welcomes proposals from existing and new providers.  
 

First Steps 
 

13. For an increasing number of Londoners on modest incomes the capital's current 
housing market is just not working. Higher housing costs have made buying a home 
increasingly difficult and following many decades of expansion, home ownership in 
London is in decline, falling from its peak of 59 per cent in 2001 to under 50 per cent 
in 2014. Conversely, the proportion of households renting privately has grown from 14 
per cent in 1991 to 26 per cent in 2011.  

 
14. London needs an improved mid-market housing offer to support its workforce and 

deliver more flexible products for those who are essential to its economic success.   The 
alternative is a real risk of a damaging drain of our skilled workforce. 

 
15. The Mayor’s First Steps programme helps low and modest income Londoners to buy or 

rent their own home.  First Steps has provided Londoners with a chance to get a step 
on the housing ladder at a lower cost than renting privately or buying a property on the 
open market.  

 
16. Since 2008 the First Steps initiative has delivered 27,000 intermediate homes and 

helped 42,000 Londoners gain a foothold on the housing ladder. The new London 
Housing Strategy set out an ambition to double the number of intermediate homes by 
2020, and double this again by 2025, helping an estimated 250,000 Londoners into 
good quality affordable housing.   To support this ambition, the Mayor’s 2015-18 
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investment programme increases the proportion of First Steps homes to 40 per cent, up 
from 26 per cent in the previous 2011-15 Affordable Homes Programme.  

 
17. The vast majority of the First Steps homes that are delivered are shared ownership and 

this £180m fund explicitly focuses on increasing the scale of shared ownership delivery, 
priming the delivery of these ambitious targets.  

 
18. As well as helping the city retain the talents of those who make London an economic 

success, intermediate housing can also help to boost overall additional housing supply, 
speeding up the delivery of new homes which otherwise might not be built for many 
years whilst also creating wider economic benefits through construction and related 
activities.  Intermediate housing can support regeneration projects where accelerating 
build is important and offers greater choice, diversity and long term sustainability to 
communities.  

 
19. By way of illustration, the chart below shows the number of households in the London 

Borough of Newham able to afford different tenures. It shows that almost 39 times 
more people can afford shared ownership (24,477) than outright sale (633), three 
times more than private rent (8,465). This demonstrates both the potential demand for 
intermediate housing and the fact that it supplements, rather than competes with 
mainstream build-for-sale. 
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Unlocking funding into shared ownership 
 

20. Current delivery models for affordable housing rely on significant levels of public 
subsidy and with around 86 per cent of London households now within the income 
thresholds eligible for affordable housing, there is a need to find alternative financing 
mechanisms, which rely less on the public sector to deliver at scale. 

 
21. Whilst public finances are restricted institutional investment interest in the residential 

sector, both within the UK and globally, is growing and we are keen to explore how to 
help tap this developing market for long term, patient investment into new sub-market 
housing supply.  

 
22. According to recent research there are now nearly 11,000 long-term private rent homes 

with planning consent and/or in construction in London, with significant further pre-
contract activity following closely behind. The Mayor has recently made amendments 
to planning policy to help support this trend by introducing greater flexibility in terms 
of acknowledging factors that can impact on scheme viability, and by releasing GLA 
sites specifically for long term market renting. The scale of investment into private rent 
was also undoubtedly enabled by the multiple dwellings relief to Stamp Duty Land Tax 
(SDLT) enacted by Government. 

 
23. Shared ownership can also be an attractive investment proposition to investors as it 

offers, at scale, many similarities to conventional commercial property portfolios, but 
with the added benefit of access to capital growth over time. Shared ownership offers 
long-term certainty of index-linked RPI-plus rent increases, (at 0.5 per cent above the 
increase in the Retail Price Index). Unlike a residential rental portfolio, the management 
costs and obligations are very low as the repairing liabilities rest with the shared owner 
and there is negligible risk of void property as the lease lengths are a minimum of 99 
years. In addition bad debts and defaults are low due to rigorous affordability and 
credit checks of purchasers. 

 
24. On 3rd December 2014 the Chancellor of the Exchequer announced his intention to 

extend the scope of Stamp Duty Land Tax multiple dwellings relief so that “lease and 
leaseback” arrangements with housing associations on shared ownership properties also 
attract the relief. This was accompanied by a commitment from the Government at 
Autumn Statement 2014  to work with the sector on identifying and lifting barriers to 
extending share ownership 
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The investment offer 
 

Type of investment 
 

25. The First Steps Challenge Fund makes £180m available on a recoverable basis to deliver 
at least 4,000 shared ownership homes in 2015-2020. These homes should be 
additional to those that are expected to be delivered anyway within this time period so 
as to increase housing supply in London. 

 
26. The GLA does not wish to prescribe the form that the funding will take in order to 

maximise interest and to test different funding arrangements, other than it must be 
recoverable in the medium term (up to 2030).  

 
27. Broadly it is expected that the investment could take two different forms as below, 

other approaches are welcomed, including those that blend the two. 
 

• Low cost interest-bearing loan – This would have a set repayment schedule, 
which could be regular or bullet, a State Aid compliant interest rate, which could 
be paid regularly or rolled up and a long-stop date by which the principal and all 
relevant interest would be paid to the GLA. It will be up to bidders to propose a 
suitable structure, including demonstrating how their proposals are State Aid 
compliant. 
 

• Equity/equity-type investment – This would give the GLA a beneficial interest in 
the ownership of the homes, structured in such a way that the GLA could 
reasonably be expected to make a return in the medium-term. This is likely to 
involve entitlement to a share of the rental receipts, from a given point, and/or 
subsequent staircasing. It would be up to bidders to demonstrate how their 
proposals are State Aid compliant. The GLA will be mindful of the ongoing 
administrative burdens and other implications of taking actual ownership in 
properties and/or investment vehicles. 

Eligible projects  
 

26. In order to build scale and concentration of delivery in a way which is likely to be 
attractive to institutional investors the GLA anticipates that successful applicants will be 
able to demonstrate an ability to deliver large numbers of homes by 2020. Across the 
programme a minimum of 2400 of these homes will be expected to be delivered by 31 
March 2018 (60 per cent of the overall target).  
 

27. In order to achieve this challenging target, the GLA will prioritise applications which 
demonstrate that they are able to deliver at scale.  Each proposal should provide a 
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minimum of 250 homes.  Larger portfolios of bids will be prioritised for assessment and 
allocation. 
 

28. The GLA will require clear evidence that the homes proposed through this funding 
opportunity are additional to those that would have been delivered normally through 
the market. This means that shared ownership homes which are required to be delivered 
by virtue of planning obligations within the 2015-20 period are not eligible for funding. 
 

29. There are at least three categories of homes which would qualify for funding as follows: 
 
• Accelerated s106 homes – If this fund can be used to deliver the homes significantly 

earlier than required in the planning obligation then these homes will be eligible for this 
funding.  
 

• Additional s106 homes – Where the proposed structure of this investment would enable 
the organisation applying for planning permission to offer a higher level of affordable 
housing than would otherwise be the case all of the shared ownership homes covered 
by that planning obligation would be eligible for this funding.  
 

• Additional shared ownership homes – Where the homes are not subject to any planning 
obligation and would therefore normally be expected to be delivered as market sale, or 
at a later stage then they will be eligible for this funding.  

 
30. Homes built under this Fund, will be advertised on the First Steps portal and will be prioritised 

for eligible households, who must be earning less than £66,000 a year, or £80,000 if it is a 
family buying a three bedroom (or larger) home.  
 

31. The GLA would like to ensure that homes delivered through this fund are available to 
households earning a range of incomes. According to the standard shared ownership 
affordability calculator purchasing a 25 per cent share in a one or two-bedroom property worth 
£600,000 or more with a 10 per cent deposit would be unaffordable for a household earning 
£66,000. Although there may be small numbers of households with higher deposits this means 
that the GLA expects that this fund is targeted at mid and lower value areas of London. 
 

32. Shared ownership homes in receipt of this funding will need to be managed by a Registered 
Provider.  

Attracting investment  
 

33. Bidders are required to demonstrate the level of interest or commitment from potential 
investors.  In broad terms the GLA is looking for proposals to demonstrate additional 
investment equivalent to at around six times the value of the GLA’s funding.  

 
34. It is recognised that in some cases the proposition will be at too early a stage to involve 

potential or actual investors, some of whom may not be willing to take development or 
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planning risk, but all proposals should be structured in such a way to maximise appeal 
to institutional investors.  

 
35. Proposals which are made jointly with investors or have significant investor involvement 

will be assessed more favourably by the GLA.  

Improving the consumer experience  
 

36. Staircasing offers an opportunity for shared owners who have the necessary funds or 
ability to raise sufficient mortgage finance to acquire further shares, up to 100 per cent 
of the property. In order to minimise the valuation, mortgage and administrative fees 
staircasing must be done in minimum tranches of 10 per cent of the property’s value.  

37. Some investors are cautious in relation to staircasing as unless properties can be quickly 
replaced there will be a reduced return of inflation-plus rental yield. Due to the adverse 
impact upon consumers the GLA will not consider approaches which cap or limit 
staircasing but is open to other suggestions which may help address this issue, within 
the bounds of the standard shared ownership lease.  

38. At its simplest this could be an arrangement with a Registered Provider, who typically 
value more highly staircasing returns, to swap properties in and out of the portfolio. 

39. An alternative could be to positively offer consumers the option to ‘port’ their unsold 
equity to another suitable property within London. This would prevent staircasing as a 
result of the sale of property, which tends to occur due to the household living in an 
unsuitable home. Such an approach would not only increase the certainty of the rental 
stream but would also diversify the shared ownership portfolio into second hand 
properties across a wider geography ,house-type and size. It would also improve the 
consumer offer by enabling greater mobility of existing shared owners, preserving a 
greater number of intermediate homes within London’s housing market.  

 
40. As a requirement of the funding, all properties will need to be advertised on the First 

Steps portal1 which provides one location for potential home owners to access a list of 
all available properties.   All homes will also be immediately available to any households 
meeting the London-wide criteria. Local eligibility or prioritisation will not be applied to 
homes funded through this programme.   

 

Consumer Product  
 

40. In order to simplify and streamline the number of products available to home owners, 
homes funded by the First Steps Challenge Fund will be required to be advertised on the 
First Steps portal and will be required to use the standard shared ownership lease.  This 
ensures a consistent, understandable and mortgageable consumer offer.  

 

1 www.sharetobuy.com/firststeps  
                                                           

http://www.sharetobuy.com/firststeps
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41. A document explaining the key features of the shared ownership lease and its operation 
is available on the GLA website. Property specific variations to the standard lease, 
including for relevant service charges, are permitted. Landlords are required to limit 
service charges to costs actually or to be incurred and at all times must be reasonable, in 
line with legislation. 

Affordability  
 

42. Funded homes must be sold to households with incomes no more than £66,000 (for one 
and two-bedroom properties) or £80,000 (for three-bedroom properties or larger) which 
is consistent with the London Plan thresholds for intermediate affordable housing.   
These thresholds will be reviewed annually and updated in the Annual Monitoring 
Report for the London Plan.  

 
43. The minimum initial equity share that can be purchased is 25 per cent; the maximum 

initial share is 75 per cent.  A deposit of 10 per cent of the share is typically required 
and purchasers are encouraged to buy the maximum share they can afford and sustain.  
 

44. Further information on eligibility is available in the HCA Capital Funding Guide. 
 

Planning  
 

45. The GLA is keen to see this funding opportunity used to increase the provision of 
shared ownership through the planning system. Providers who access this funding will 
be supported in this by GLA staff from within Housing and Land.  This will not fetter in 
any way the Mayor’s future decisions on planning designations/de-designations or 
consideration of future planning applications of potential strategic importance. 

 
46. In addition it is expected that homes delivered as shared ownership will be eligible for 

the social housing relief from Community Infrastructure Levy. The GLA estimates this to 
be worth approximately 2 per cent of the value of the homes it applies to on average 
and in some areas will be higher.  
 

47. The exemption should apply as the homes are let on shared ownership arrangements, 
with an initial sale of between 25 and 75 per cent, with the initial rent capped 2.75 per 
cent and with the rent increasing by 0.5 per cent more than the increase in the retail 
prices index. These are the four headings under CIL Regulations 49(4).   
 

48. CIL requirements are dealt with on a phase by phase basis. If the phase containing the 
homes funded has not commenced, then the CIL exemption should apply, as long as the 
relevant procedures are followed.   
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49. Providers, however, will be responsible for taking their own advice on the application of 
CIL and ensuring that they meet the terms of the CIL exemption. Guidance on the social 
housing relief can be found at:  

 http://www.legislation.gov.uk/ukdsi/2014/9780111106761 
 

http://www.legislation.gov.uk/ukdsi/2014/9780111106761
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PART 3: How to bid   
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Expressions of interest 
 

50. Any organisation able to deliver shared ownership homes, at the required scale 
(minimum 250 units) in London is encouraged to bid. Larger portfolios of bids will be 
prioritised for assessment and allocation. Bids will be welcomed from across the public, 
private and not-for-profit sectors and from new and existing GLA delivery partners. 

 
51. Organisations interested in accessing this funding should complete the Excel 

spreadsheet expression of interest form on the GLA’s website  and submit all additional 
covering information as detailed in this section including a response to the each of the 
following headings : 

 
1) Evidence of how the GLA’s investment will accelerate or increase delivery  
 
2) Overview of the planning and development programme   
 
3) Proposed type of investment and structure  
 
4) Security available  
 
5) Legal, financial or regulatory issues   
 
6) Match funding and investment levered  
 
7) Assumptions (including assumed  average initial equity share sold, rental income, 

costs , interest rates etc) 
 
8) A statement explaining how you will encourage staircasing, mobility and leakage  
 
9) Delivery experience  

 
52. The GLA encourages organisations to submit responses by midday on 5 May 2015 but 

will be happy to engage with interested organisations at an earlier stage and is happy 
for organisations to take longer, if necessary, to work up high quality, deliverable 
proposals.  

 
53. All documents should be submitted to  [LondonHousingBank@london.gov.uk]:  

 
• Completed Excel spreadsheet setting out the number of homes they intend to 

deliver, where and for how much funding; 

• A document outlining responses to the questions listed above; 

• Most recent set of finalised, audited accounts (where appropriate); 

mailto:LondonHousingBank@london.gov.uk
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• Equalities statement (setting out how your proposals will further the Mayor’s 
housing objectives contained in Equal Life Chances for All, available at 
https://www.london.gov.uk/priorities/equalities/publications/equal-life-
chances-for-all-2012). 
 

• Any legal, regulatory or financial issues which have been worked through, 
including copies of professional advice including, but not be limited to, full 
State Aid advice setting out how and why such a proposal, if funded by the 
GLA, would not represent unlawful State Aid in accordance with European 
law. Notwithstanding the advice provided the GLA will need to take its own 
advice.  

Assessment and Due Diligence 
 

54. The GLA will assess bids to be taken forward to detailed due diligence. The initial 
assessment will be based against four criteria. These are: 
 

1. Highest certainty of early completion 

2. Track record of delivery partner 

3. Greatest acceleration of delivery  

4. Value for money – to allow maximisation of the number of units  

 
55. All bids will be required to meet all of the eligibility criteria. Bids, or parts thereof, that 

do not satisfy the following will be deemed ineligible and will not be taken further in the 
assessment process: 

• The overall proposal must be for a minimum of 250 homes. At least 150 of 
these must be scheduled to complete by 31 March 2018. 

• All homes delivered must be in London. 

• The GLA will need to be convinced that the offer and delivery proposal is 
realistic and achievable. The GLA’s view on this will be final.  

Value for public money 
 

56. The GLA will prioritise schemes with a lower requirement for GLA funding per home. 

Deliverability 
 

57. Although there is no requirement for delivery to be on named sites priority will be given 
to schemes which offer the highest level of certainty in relation to delivery and early 
completions. Providers bidding for indicative delivery will need to demonstrate a clear 
track record of site acquisition and development.  
 

https://www.london.gov.uk/priorities/equalities/publications/equal-life-chances-for-all-2012
https://www.london.gov.uk/priorities/equalities/publications/equal-life-chances-for-all-2012
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58. Named sites will be assessed using a matrix of land ownership and planning status, with 
more highly deliverable sites advantaged in the bid assessment. 

Acceleration 
 

59. The delivery acceleration statements submitted will be assessed and used to rank these 
sites in terms of those offering the greatest levels of acceleration. Where a site would be 
developed to the same timetable without GLA investment the GLA reserves the right to 
reject the proposal.  

Role of the regulator 
 

60. Where offers are made by Private Registered Providers (PRPs – essentially Registered 
Providers who are not London boroughs) the GLA will consult with the Social Housing 
Regulator in the assessment of offers to ensure the continued economic viability of such 
providers.  By bidding PRPs are confirming their willingness for all information to be 
shared with the Regulator. 

 
61. Providers of Shared Ownership or Equity Loans do not need to be registered with the 

Social Housing Regulator.  Unregistered providers who intend to provide Shared 
Ownership or Equity Loans without registering with the Social Housing Regulator should 
submit a statement detailing the equivalent protections they will offer to their 
leaseholders/mortgagors and the codes of practice they will follow.  These statements 
will be shared with the Social Housing Regulator, as part of the GLA’s consultation 
process. 
 

62. Where proposals for PRPs are taken forward to more detailed assessment there is likely 
to be a requirement for to submit an updated financial forecast return (FFR) to the 
Regulator.  

London Housing Bank – phase one 
 

63. Bidders who are interested in London Housing Bank funding for Intermediate Rent 
products should refer to the existing London Housing Bank prospectus available on the 
GLA website.   Bids should be submitted on the GLA’s Investment Management System 
following instructions contained in that prospectus.  Bids can be made on a continuous 
basis.  

 
64. Any queries should be sent to LondonHousingBank@london.gov.uk. 
 
65. The GLA is also willing to consider proposals which combine a shared ownership and 

intermediate rent product.  Any bidders interested in combining both phases of the 
London Housing Bank in one project should email LondonHousingBank@london.gov.uk  
at the earliest possible opportunity.  

https://www.london.gov.uk/sites/default/files/The%20London%20Housing%20Bank%20Prospectus_0.pdf
mailto:LondonHousingBank@london.gov.uk
mailto:LondonHousingBank@london.gov.uk
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