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COMMENTARY FROM THE REPORT SPONSOR

KARL HICK
GROUP CHAIRMAN, LARKFLEET GROUP

Larkfleet Group is an award-winning regional housebuilder based in Lincolnshire. We invest heavily
in research and development as I am both professionally and personally passionate about driving
innovation in our industry forward. I’m delighted to have the opportunity to sponsor this report as
I believe that the dynamism of SMEs makes them ideally placed to deliver both the volume and
standard of housing that the UK needs.
Homes England provides a much-needed funding, innovation, advice, and support facilitating home
building as we aim for the government’s 300,000 homes a year target. However, I think there
needs to be a greater recognition and understanding of the challenges facing SMEs. Structural
reorganisation and a renewed emphasis on building collaborative relationships with SMEs would
help Homes England develop more tailored support.
Issues around debt, liquidity and risk have a far greater significance or SMEs than for large
housebuilders. If SMEs are to rise the challenge of bringing innovation and agility to the industry it’s
essential that these issues are fully understood, and funding, structure and support mechanisms
are put in place to mitigate risk and open up a greater range of sites and opportunities to SMEs.
We are still building the same sorts of homes as we were 10 or 20 years ago, innovation is poor
because early adopters bear the brunt of the costs. I see Homes England’s role in removing these
blocks as crucial and the agility of SMEs is ideally suited to bringing about exciting and gamechanging developments both in building materials and systems.
The APPG is an essential advocate for the needs of SME housebuilders. This report provides
valuable insights into the challenges facing these enterprises and the suggestions the report puts
forward to counter these issues demonstrate the inherent willingness of SMEs to innovate.
I hope the findings and suggestions are well received and are a catalyst for reforms which will have
significant positive impacts on SME housebuilders, our industry and the UK housing market.
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FOREWORD

ANDREW LEWER MBE MP
CHAIRMAN - ALL PARTY PARLIAMENTARY
GROUP FOR SME HOUSE BUILDERS
From the very first meeting of the All Party Parliamentary Group for SME House Builders,
the subject of Homes England (HE) has been raised. Questions about it have been
asked of all our guest speakers and it has featured prominently in correspondence with
Group members.
This illustrated the importance of HE, but also the challenges working with it presented
and the feeling of insufficiently tapped potential with regard to its relationship with the
SME sector in housing.
Clearly, it was a subject that deserved a Report of its own and, as is always the case with
our Reports, the response from members has been sizeable. The detailed responses
and the carefully thought out ideas for reform and improvement form the backbone of
this Report. HE has demonstrated a serious interest in this work and a desire to continue
to engage with us. This provides grounds for optimism that changes towards a more
SME friendly approach – and possibly structure – could ensue.
We are in a time of great change and trauma for the economy. House building and
especially SME house builders should be a solid core and a platform for stable growth in
such a time, when so much else is uncertain. This will only be achieved if the finance and
planning and facilitation from the Government’s chief delivery vehicle for the sector is
flexible and responsive enough to seize the opportunity. This Report provides ideas from
those with the experience and knowledge to bring to Homes England an immensely
increased level of productivity and success.
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INTRODUCTION

In reaction to the UK Government’s goal to deliver 300,000 a year and their
manifesto commitment to build a million new homes by the time of the next
election, the APPG for SME House Builders was set up.
In setting up, the APPG’s goal was to look at the
UK housing market and to examine the process of
the delivery of new homes, looking in particular as
to how the environment could be improved and
enhanced for SME House Builders in their delivery.
As part of that process, the APPG for SME House
Builders have previously produced reports on how
the planning system could be improved and also
the effects of changes on immigration policy on the
delivery of new homes.
One of the other areas that members of the APPG
were keen to explore was ‘Homes England & SME
House Builders – How can we work even better
together to build more Homes?’
Homes England is the Government’s housing
delivery agency, established in January 2018 to
tackle the housing crisis and create a sustainable
housing market that supports economic growth and
provides the homes that people need. The agency
does this by using its land, money, powers and
influence to increase the pace, scale and quality
of housing across the country (with the exception
of London, where the mayoral authority leads); and
by bringing together a diverse portfolio of skills to
tackle the multiple failures in the housing market.
Homes England currently has a balance sheet of
£18 billion, which will rise over the next four years
based on the current annual business plan. While
Homes England is focused on using its land, money
and powers to drive HMG housing outcomes, it also
provides a return on investment. The agency raised
£77m on land assets in 2019/20 and generated
£67m of interest on its loan portfolio as of 31 March
2020 (a return of 4.8%) which supports further
housing delivery and wider Government priorities.
Homes England is clearly a key player in the
delivery of new homes, so the APPG members

were keen to look at how they currently work with
SME House Builders and how can this process be
enhanced.
A call for evidence went out from the APPG and
this report is based upon the many replies from
members of the APPG for SME House Builders.
In the first instance we asked members to submit
the questions they felt were in most need of
addressing as part of our call for evidence (listed
below). Having received those questions, members
of the APPG then submitted their thoughts on
the questions posed, along with other ideas and
thoughts not covered by the questions.
Finally, APPG members proposed their thoughts
and ideas on the ways that the current relationship
with Homes England might be improved or
changed, so as to help in the delivery by SME
House Builder of the Government’s target of
300,000 new homes a year.
It should be noted that the views of the SME House
Builders carry real weight, given that it will be them
who will be key in delivering the Government’s
target on new homes. SME House Builders know
through their knowledge and experience of housing
delivery, just how this relationship can be improved.
The substantive outputs and suggested ways
forward from the report are laid out fully in the final
section labelled conclusions and recommendations.
Once the Report is produced and published, it will
be launched at the House of Commons and the
recommendations made shared with Government
via Ministers, Civil Servants, Select Committees
and others, so as to ensure that through the
improvements, the Government can hit its own
new homes target of 300,000 to be built a year.
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QUESTIONS ADDRESSED BY THE CALL FOR EVIDENCE

1. 	
 Dedicated investment in SMEs: Should Home England (HE) allocate a minimum spend
annually specifically for SMEs for development/equity finance?
2.	HE structures: Is the current structure of HE aiding the delivery of homes by SME House
Builders, or would a more bespoke body/part of HE dedicated to delivering with SMEs
work better?
3.	Dedicated SME team specialising in helping SMEs grow: If such a team was set up, how
could we ensure it enabled HE to learn and adapt more quickly to SME needs?
4.	Increased appetite to risk for: Should HE introduce new standards for SMEs with an
increased appetite to risk?
5.	Levelling out grant for affordable housing: Why are public sector RPs able to get higher
grant levels to provide affordable homes than private RPs & house builders?
6.	Support and advice: How can HE help SME developers on planning funding generally
and viability discussions?
7.	Balanced income: Can HE better support SMEs with debt and equity to grow BTR & PRS
portfolios and provide balanced revenue for when residential markets correct?
8.	Infrastructure funding: How can HE support SMEs with infra funding to deliver more
housing and infrastructure not easily available from traditional banks?
9.	Sustainability: How can HE work with innovative companies to improve the drive towards
zero carbon and the 2025 guidelines?
10.	Intervention: Can HE support the industry with higher grant levels and especially SMEs if
and when the open market housing struggles to support delivery of some sort?
11.	Homes England taking an equity position in existing home builders with land: It is
extremely hard for a SME house builder to grow purely relying on development debt.
Should HE be willing to take equity positions in existing organisations?
12.	Homes England hard to navigate: HE appears to be a relatively complex organisation and
hard for SMEs to navigate quickly. How radical does change need to be to remedy this?
13.

Measurable: Should SME funding be mandated so annually this is accounted for?

14.	Seeding innovation: Innovation in the house building industry is rare, largely because of
slow adoption but also because of the investment needed before ideas are commercially
viable. Should HE introduce an “innovation grant” to seed new ideas?
15.	Qualitative Help: What further qualitative help should Homes England give to SME House
Builders in order to help the process deliver more homes?
16.

 ther constructive ways of working: What other changes or improvements might be made
O
to further improve the working together of SME House Builders and Homes England?
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EVIDENCE FROM APPG FOR SME HOUSE BUILDERS

1. Dedicated investment in SMEs
Members agreed that this was the right route forward, with
some asking could this be like the RP allocation i.e. anyone
not spending or hitting deadlines is put back in the pot for
use by others.
A comment from one of the Northern members was that
this should happen and this should be further balanced up
by geographical area, something that fed in to the current
Government’s agenda.
Cash holdings have a greater significance for SMEs than
they do for large housebuilders – representing as they do a
much higher proportion of the company’s equity. As a result,
SMEs have greater exposure when in the early stages
of a development. Costs associated with land purchase,
infrastructure and groundworks must all be funded before
the developer can see some balancing of the debt from
sales revenue.
One member felt very strongly that Homes England should
review its practice of requiring a minimum cash/equity input
up front from the borrower of 10% of the total development
costs. They argued the terms of the current United Trust
Bank (UTB)/Homes England Housing Accelerator Fund
lending scheme were “unrealistic” as they would effectively
exclude many SMEs with mid-sized developments from
taking part. They also questioned whether this was an
Homes England or Treasury constraint. With the borrower
having to put in the cash first in the form of equity, the
member clearly felt that it has the potential to exclude
many SMEs from ever being able to work with Homes
England in future.
An allocated minimal spend would demonstrate the size
and depth of support available to SMEs from HE. This in turn
could lead to more SMEs actively seeking to access funding
thanks to a higher awareness of the opportunities available.
The sector providing finance to SMEs were strongly in
favour of this, particularly with regards to equity, which they
have seen as a barrier to delivery for a number of SME
housebuilders across England.

One observation was development finance would
probably be better on a scheme or pipeline basis with a
JV arrangement either with HE or an RP partnership and to
offer land parcels to SME developers with deferred payment
for land on completion.
One submission felt that this should be at least guaranteed
at 5% / 10% higher than current spending with SMEs. The
% is artificial but is needed to show extra investment in
the SME sector. This will help ensure SME’s support is
maintained. There could be benchmark levels to be hit for
cost to value etc to ensure the funding is promoting value.
SMEs do not have the financial fire-power of the volume
builders and very often cannot acquire even small sites to
put in their land-bank because any funding so committed
does not earn an immediate return.
Any support from HE should be on a time-limited basis,
probably by way of development finance rather than
equity. If equity is provided it should be on a site-specific
basis, rather than by way of corporate equity. Clarity on the
expected return is needed as we are after all dealing with
taxpayers money.
As a practical example, Estuary HA created a JV through an
LLP with an SME house builder to acquire a site and build
9 properties for sale In a London Borough. Estuary funded
the acquisition and build process through a secured loan at
a commercial interest rate to the LLP and profits were split
50:50 which Estuary will then reinvest in affordable/social
tenures. One attractive option would be for Homes England
to make smaller sites in its ownership available to SMEs
and defer payment for the land to the completion of the
development.
An additional disadvantage for SMEs is when assessing
viability of larger or more challenging sites due to the
increased infrastructure costs. A dedicated annual fund
focused facilitating development of brownfield sites – as has
been proposed as part of the government announcement
made in mid-December – could ease this burden and clear
the path for SMEs to bid for development sites that are
currently beyond their reach.
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2. Homes England structures
Members of the APPG felt strongly that the current structure
of Homes England was too skewed to the success of the
larger house builders, who often had the resources to cope
with the ways in which Homes England required them to
engage with them. Several suggested that a bespoke part
of Home England, with a majority preferring the formation
of a separate organisation that focused on SMEs be
considered, with its remit being delivered by people who
were sympathetic and understanding of the SME House
Building sector.
It was noted by one member that, at present SMEs could
possibly receive indirect support through HE grant-funding
Registered Providers to acquire affordable/social rent
properties, although the planning regime as it exists means
that this is more likely to benefit volume builders which often
have Sect 106 obligations to provide such tenures in larger
developments.
Homes England has worthy ambitions and a track record of
supporting large housebuilders but the challenges faced
by SMEs are very different and vary from firm to firm. SMEs
and start-ups often lack the personal connections to reach
decision makers in HE whereas larger housebuilders have
a more direct line for advice, both on and off record.
The current HE system of vertical teams with in-depth
knowledge of areas such as infrastructure, planning, equity
etc works well for large housebuilders whose structure
reflects this specialist team arrangement, but SMEs often
struggle to access the full range of support. A horizontal
organisational structure – with a dedicated SME Director
and a specialist SME team cognisant of all aspects of the
development process would have more utility for SMEs.
This arrangement would enable SMEs with sound
knowledge in one area to access advice in another
through a single point of contact.

Improving lines of communication to a team specialising in
SMEs would improve understanding of HE’s role and the
support it can offer. Additionally, it would help HE to gain
deeper insights into the challenges faced by - and the
significant potential of - SMEs.
As SMEs have such a broad range of organisational
structures and business models they must not be treated
as a single entity. A single point of contact at HE cannot
be expected to understand the challenges faced by 100s
of SMEs. A team approach with several HE advisors acting
as the named contact for a defined group of SMEs – much
as clients are divided up between account managers at
agencies in other industries – would reinforce a strong
relationship between Homes England and SMEs.
Another comment asked for greater SME focus, with a
more bespoke body within Homes England to deal would
SME House Builders would be a huge step forward. This
new entity should be able to offer so much more than just
finance. SME’s by their very nature do not normally have a
full suite of professionals on the payroll. Advice on planning,
MMC & Carbon Neutrality to mention but a few of the
current Government objectives to be achieved.
It was stated that the SME housebuilding market is fleet
of foot and as such, the developers in this space, and their
respective supply chains, need to be agile and flexible to
ensure they can succeed and grow. The current structure of
Homes England, its policies and standards, these are more
suited to the major housebuilders who do not need to move
as quickly. A separate, bespoke entity, which could work
alongside the private sector such as the Housing Growth
Partnership model, would be better suited to the SME
market and provide these housebuilders with the support
they need.
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3. Dedicated Homes England SME team specialising in helping SMEs grow
A common comment was that if such a team were set up it
needs to be populated with SME House Builders. Many in
the SME House Builder sector would be pleased to assist
(either voluntarily or otherwise) to take this forward.

• Delays in securing planning permission or discharging
conditions 83%

Currently the obligation lies with the SME to try to
understand what HE does and can offer, if SMEs are to be
allowed to grow and develop it’s essential that a more equal
partnership is established.

• Effects of COVID-19 – site closures, social distancing
etc. 44%

This should take the form of a co-design approach with
stakeholders and clear shared objectives defined by
MHCLG for Homes England to deliver support and a growth
agenda for SME’s.
Ensuring the team at Homes England have the correct skills
sets and implement a mentoring/learning programme for
engaging with SMEs, along with a combined working party
to exchange knowledge and ideas is key.
Several suggested that Homes England needed to become
more focused on providing support before the SMEs whilst
setting up, in order to provide them with a greater likelihood
of success.
Ideally this team would draw on a specialist panel from
industry experts ‘at the coal face’ and should include a
range of professions: housebuilders, planners, valuers,
conveyancers and specialist development financers. This
panel could look to address the major barriers facing the
SME sector.
Evidence was submitted to the call for evidence from the
Close Brothers/HBF State of Play Report, looking at the
challenges and opportunities facing SME Home Builders,
rating the barriers to SME businesses in terms of increasing
housing delivery over the next 12 months:-

• Lack of resource in LA’s planning departments 73%
• Consumer confidence 45%

• Mortgage availability 36%
• Land availability 32%
• Development finance 20%
• Supply/cost of materials 20%
• Supply/cost of labour 19%
A suggestion was made that Homes England could
create a dedicated SME team, under an SME director,
each housebuilder could have access to a named,
knowledgeable, point of contact. This would not only give
SMEs clearer access to help and support but also cement a
solid two-way relationship. Additionally, this would mitigate
the issue of larger housebuilders having the personal or
professional networks which they can rely on for advice and
discussion and which place SMEs, who may not have these
relationships, at a disadvantage.
Homes England has shown itself responsive to direct
requests and advice from SMEs, this can be seen in the
decision to jettison the DPP system which effectively
prevented SMEs bidding for large or challenging sites.
If this willingness to adapt could be applied more widely,
SMEs will increasingly view Homes England more as a
partner with whom they can work to build a market better
suited to SME needs.
It will be very important to build an evidence base, partner
with local and sector stakeholders who are already working
with SMEs to get quick/direct intelligence and ensure that
SME growth is part of Homes England senior management
responsibilities so that Homes England staff are empowered
to adapt to SME needs.
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4. Increased appetite to risk at Homes England
This will need to be carefully considered and ensure risks
are quantifiable and clearly outline mitigation measures
on a project by project basis. There is an assumed greater
risk with SMEs and insolvency as they have potentially less
capacity to weather uncertain periods.

This would also enable a greater join-up with Homes
England land teams to accelerate development
on public land sites. In addition a rolling facility for SME’s
so they can manage workload along with ensuring better
cash management.

There is an obligation on Homes England to protect
taxpayers money by ensuring as much as possible the
prospect of recovery. The reward for risk is profit and if HE
assumes the bulk of the risk it could expect to receive the
bulk of the surplus.

It was noted that the SME market operates very differently to
major and large-scale housebuilders, so it would be suitable
and desirable to have a bespoke set of standards when
assessing key cost considerations and risk profiles. Seeking
the advice and guidance of other specialist lenders, would
also help to provide clarity on what those standards could
include. Presently, Homes England base lending on a
proportion of the total debt incurred over the lifetime of a
development. This doesn’t consider the balancing of the
debt that starts to occur once the developer can start to sell
the properties. A lending system based on peak rather than
total debt would give SMEs better access to lending at rates
they can afford.

A timely access to development finance provided by
MHCLG/Homes England to Small & Medium Enterprises
(SMEs) will be critical in delivering more homes. Applying
to MHCLG/Homes England for support is no more onerous
than applying for many other sources of development
finance - but the speed from agreement to draw-down is
considerably more protracted.
Development is risk, whether with SMEs or otherwise.
Different (not lesser) standards for SMEs need to apply.
It is accepted that public sector investment must be very
carefully managed, but with delays of up to 3 months when alternative funding could be agreed in 2-3 days
– this results in deals being lost, such as land purchase.
A rolling facility, established with principles similar to those
for Registered Providers, is needed to level the playing field,
with allocations made and then drawn down and assessed
against agreed milestones, cutting the delays in the system.

Homes England currently insists on first charge security on
all loans. In doing so Homes England prevents banks and
other lenders being prepared to agree loans as they too
require the first charge. Homes England could move higher
up the risk curve and instead take second charge against
the land. This would effectively underwrite the development
making it a more attractive proposition for banks etc to lend
against and allow them to take first charge in order to satisfy
their loan requirements.
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5. Levelling out grant for affordable housing
APPG members noted that grants should be awarded on
the basis of tenure and rent level achieved e.g. Higher grant
levels if achieve Social Rent. Recycled Capital Grant Fund
(RCGF) - RP’s with permission are allowed to use this for
things like Land Purchases. Seems inequitable that RP’s are
allowed to use this for all types of expenditure and never
returned to source. Homes England need to provide a level
playing field.
Some commented that they saw this route as being seen as
less of a risk than private funding and also will be viewed as
less about just making a profit.
As Housing Associations enter into the “market housing
“sector they distort market prices as they do not have same
thresholds to meet as SMEs do. Housing Associations were
set up to provide housing to those who would normally not
be able to access it. If Housing Associations are allowed to
“compete” in the market supported by public money then it
is only right that money should be made available to SME’s
to provide affordable homes.
A member noted that RPs are often constituted as charitable
organisations, community Interest companies or similar. The
surpluses they make are not distributed to shareholders
and are reinvested in the communities they serve, often
by providing new homes. While not opposed to providing
higher grant levels to private RPs and house-builders, such
funding must be clearly based on the public benefit.
An SME House Builder highlighted that there is at the
moment an imbalance between the levels of grants given to
public sector registered providers of affordable homes and
private sector RPs and housebuilders. If this imbalance was
corrected and grants were awarded based on the project
not the entity bringing it forward, it would create a free, fluid
and open market. By doing so it would open the way for
SMEs to provide a greater number of affordable homes and
provide a potential income stream for them which would
strengthen their position and improve their
long-term prospects.
Were the affordable homes market was made more
accessible to SMEs it also has the potential to counter the
cyclical peaks and troughs we see amongst housebuilders.

If HE has ambitions to mitigate the risk of collapse of
SMEs, the establishment of an income line is essential.
The creation of a patient capital vehicle could provide this.
HE could give SMEs access to a patient capital line of credit
allowing them to buy back a percentage of their housing
stock. This stock would provide affordable housing but also
generate an income for the SME allowing them to buffer
against the traditional volatility of the market.
6.Support and advice
Members felt it should better support initiatives such as:
Kent and Medway Planning Protocol, Essex Planning and
Viability Protocol, East Sussex Planning Protocol and Essex
Planning and Viability Protocol to name just a few.
Many SMEs don’t have money to speculate on upfront
pre-construction so any support through a free to access
service in this area would be most helpful.
Leadership of SME House Builders have myriad demands
on their time and if unlocking the support available from HE
is left solely in their court it is likely that HE will fall down the
priority list. Likewise, this applies to literature provided by
Homes England. Of course, written material has its place,
but of far greater value would be the personal relationship
that could be built up by direct contact between Homes
England and SMEs.
Homes England should understand that SMEs do not
necessarily have access to all skill sets within their teams
as the larger housebuilders do. It should not be assumed
therefore that the SME has all the information – or even
knows what information to seek – at their fingertips. A solid
relationship with HE would ensure that the SME has access
to the bank of information available or advice as to where to
find it.
It was pointed out that there are private sector resources
available to assist with viability discussions, although most
SMEs will not have that capability internally. Some felt that
they were not certain whether Homes England as a public
sector body is best placed to opine on private sector
viability. An area where Homes England could add value
is on the planning side, particularly on land that Homes
England owns itself.
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7. Balanced income
Members agreed with this approach with one noting that
Homes England should use learning from the Letwin Review
to inform a menu of funding to support the diversification
of tenure offered by SME’s. Potential that SME’s deliver
affordable or discount market rent product where RP will
not take the new homes.
Some members felt that there should be the ability for JVs
to be set up, or some form of longer term funding/subsidy
programmes could be put in place to allow SMEs to grow
with lower risk.
SMEs have lower equity levels and higher exposure to
risk than large housebuilders do – particularly at the early
stages of developments. So if Homes England could
create a long-term investment vehicle through which SME
housebuilders could keep a proportion of their housing
stock to provide a rental income, the housebuilding
element would be de-risked by the developers’ housing
stock holdings. The reduction of risk could lead to a lower
margin being required and therefore improve the viability
of developments leading to a greater willingness amongst
SMEs to take on challenging sites.
Housing associations can operate a similar model where
they are able to develop homes with the intention of
adding them to their affordable rental stock. HE should
empower SMEs in a similar manner, enabling them to use
rental portfolios as a buffer against market fluctuations and
enable them to more stock freely between the two entities
in response.
One member noted that BTR and PRS portfolios have an
underlying cash-flow and depending on the security and
certainty of that cash-flow such investments are capable of
being financed through the private sector by way of loans
or bonds for long-term investment.
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8. Infrastructure funding
APPG members suggested the establishment of a loan
fund payable to local authorities to support developer
cash flow. The provision of infrastructure remains a major
issue in accelerating housing delivery. This could be
overcome by enabling S106 and Community Infrastructure
Levy (CIL) obligations to be paid on time or in advance
without detriment to council finances and repaid when
homes on site.
Confidence needs to be built across the market to get
Britain back building again – and cash flow is fundamental
to this. The current uncertainty in the market is witnessed
by the reduction in new starts relative to home completions.
Developer contributions are fundamental to this issue, with
developers unwilling to reach trigger points in uncertain
markets and councils unable to forward-fund infrastructure
from their increasingly fragile financial positions. This
is especially relevant when dates are included within
S106s, rather than housing completion numbers, when
development has effectively stood still. A rolling loan fund
supported by Homes England and MHCLG would address
this issue directly, enabling an “infrastructure first” approach
with investment up-front with developers repaying the loan
when homes are built. The Planning White Paper advocates
a similar approach but, without access to new investment,
local authorities will simple be unable or unwilling to take
the additional risk.

Some members said the process would be greatly
improved with better and easier to engage with PQQ’s and
due diligence, with trust being considered more by Homes
England, not just spread sheets.
It was also stated that there is scope for Homes England to
forward fund infrastructure for developments, although it
is noted that on smaller developments typically undertaken
by SME house builders the costs of provision are
generally modest.
Infrastructure costs have a huge bearing on the viability of
development sites for SMEs. With land and infrastructure
costs largely counterbalancing each other, if HE could
support SMEs through a dedicated infrastructure fund it
would pave the way for SMEs to bid for larger or more
challenging sites.
Without infrastructure houses can’t be built. Homes England
could provide financial guarantees to civil/utility contractors
for contracts let. Homes England need only to take a charge
over that particular piece of infrastructure leaving the
building land charged to the traditional lender. This would
speed up delivery on homes.
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9. Sustainability
On sustainability, If you’re buying land based on a
presumption based that the sustainability requirement are
embedded in that planning approval, it becomes a cost of
the land rather than a cost to the developer.
If you want sustainability, then you need to force the
entire industry - as they are currently doing - to adopt that
sustainability. This must however be done only on the
basis that they don’t disadvantage those developers who
have got the land already, if that commitment has been
already made.
In imposing things like this without some kind of recognition
of the variables that exist in different regions and values,
perhaps via Homes England, you will literally stop
housebuilding in areas where the values aren’t high enough
to pay for that requirement. One SME, building at £200 per
sq foot revenues, build costs £110-120, land value in the
middle, then you’ve got a very tight margin. If the build cost
added an extra 10,000, which is effectively what they are
saying with these two basic requirements, you will render
the entire scheme completely unviable - because you are
knocking close on 8-9% margin off – you will render the
entire region undevelopable because the land value is not
big enough to act as a buffer for these extra costs.

One member noted that ventures like the SME led, Innovate
UK backed Futureproof, are pioneering an innovative
approach to enabling home ownership of high quality zero
carbon market homes at scale, underpinned by a long-term
investment approach. Homes England should back ventures
like this through Joint Venture arrangements, specifically
aimed at improving the quality of delivery and place making
and diversifying supply.
It was suggested that more support could be given through
a premium on grant levels for Modular/MMC. Targeted
investment to support delivery of Custom/Self Build that
reach zero carbon levels. It was also felt that the rules
governing innovative/sustainable solution should be made
more flexible by Government, allowing Homes England to
use their discretion more.
It was commented that delivering zero carbon housing will
be a challenge for SME house builders and will require
dedicated support, both through advice on best practice,
supply chain and funding as a zero-carbon house is
generally thought to be more expensive than traditional
build. The Building Research Establishment (BRE) is a
valuable resource nationally.
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10. Intervention
Some APPG members felt a permitting of Social Housing
Grant on S106 Affordable Housing Contributions Viability
would make sense, as this continues to be an issue in the
delivery of affordable homes. At the same time, affordable
homes are essential to accelerating housing delivery and
absorption rates by providing an element of forward sales.
Targeting a proportion of Affordable Housing Grant to
S106 agreements would boost viability and build- out and
encourage Registered Providers to get involved in smaller
SME-led schemes, in which there is currently little interest.
We estimate at present there are some 1m extant planning
permissions across the country.
While proposed changes to the planning system raising the
threshold on affordable homes provision from 10 to 4050 will help SMEs, permitting a grant on S106 agreements
where sites already have consent would increase viability
in marginal markets. It would give confidence to Registered
Providers to build out early, thereby accelerating site delivery
and responding to developer concerns on absorption rates.
The grant could be time-limited to 18 months and funded
through the existing £12bn Affordable Housing Grant. Our
proposal would be to make S106 Affordable Housing Grant:
o Available on all schemes 30% on the S106 affordable
housing requirement for the site. Both grants would be
designed to support Registered Providers in the delivery
of affordable and social housing. This would support SMEs
and increase both the pace of delivery and the overall
supply of housing.
A Member noted that Help to Buy & the Stamp Duty holiday
are doing a fantastic job in keeping the market moving.
Grants are also fantastic, but in reality “normal”, and this is
what we are talking about, housing developments need to
work in any event. Supporting difficult/brownfield/unviable
sites is a better use of grant.
One contribution noted if SME had access to patient capital,
where the Government was making money, this would be
helpful. There was a recent question in Parliament, the
answer to which showed what Homes England had made
on shared equity on Help to Buy and that’s got no income.
So you create the same vehicle, if they could put that patient
capital into a vehicle that’s creating an income, they get the

2 or 3% patient capital and the surplus then goes to the
house builder. You could even have a covenant or an
obligation in that vehicle for it to be rented in perpetuity so
you can’t as a housebuilder suddenly go off and profit by
it if prices rise by 10%; you have to keep that vehicle as a
counterbalance against harm in market fluctuation.
One member commented yes, with higher grants for an SME
delivered scheme would promote RPs to work with SMEs –
with some VFM benchmark to ensure that this provides value
not subsidy.
11. Homes England taking an equity position in existing
home builders with land
Several SMEs felt that this approach would lead to a much
more long term relationship being developed between
Homes England and SMEs, rather the more short term
transactional approach at present.
Several members noted that rather than equity stakes JV’s
would be a better approach to accelerate delivery and
enable growth of SME activity. It would also gain a more
positive and delivery led approach within Homes England.
The option is for Homes England to work with RPs to buy
the land for the SME to build. This might work with Homes
England buying public land for future development. It
presents a different public risk and appetite for risk. It could
also artificially influence land prices. This almost runs counter
to the current planning proposals with a higher minimum limit
which will possibly take small sites out of the RP arena.
A suggestion was made that Homes England look to buy
land with SME, to reduce top end costs and in doing so
had equity within a particular project and if something were
to go wrong they would be able to step in, in the way that
you’d normally have with a commercial agreement with any
third-party organisation, so they’d have the step-in rights to
take over.
One submission noted that this would certainly help increase
delivery among the SME housebuilders and could provide
additional security for development finance providers.
However, in order for it to be fit for purpose, this support
needs to be accessible at short notice, quick to draw down
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and flexible. A private/public fund model, similar to the
Housing Growth Partnership, would be ideal and could
benefit of a range of different housebuilders.
However some members felt that it is not HE’s function to
take long-term equity positions tying up its resources in
shareholdings. There are other mechanisms for Homes
England to take an equity stake in a particular development
either through a cash injection or the provision of land.
Some commented that in reality, the difference between
Homes England and SME house builders means that this
couldn’t work.
12. Homes England hard to navigate
A suggestion was made that as part of any review at Homes
England should look to respond to SME’s with clarity and
ease. This could be done with the provision of a Homes
England SPOC (Single Point of Contact). Something similar
to an account manager that can help SME’s navigate
complexities of the HE structure and operating procedures.
One member flagged the I-Construct a model as an
exemplar to provide good lessons: https://www.havengateway.org/projects/i-construct/
Once again, members felt that the setting up of a separate
Homes England for SMEs would massively improve this
problem, as it would have a focus on the needs and

outcomes of SMEs as well as hopefully be staffed by people
who are attuned and sympathetic to SMEs.
An Essex based member commented that whilst grants
are helpful, Homes England should consider an integrated
innovation programme approach to bring more impact and
increase the chances of commercial success. The Haven
Gateway Partnership is leading the I-Construct project
in partnership with local stakeholders and BRE, which
is a model that Homes England might like to consider.
I-Construct was originally part-funded by ERDF and is
now under-written by the UK Government to provide SME
knowledge exchange, innovation support, supply chain
networking alongside grants and a regional centre of
excellence in Braintree, Essex. www.i-construct.org.uk
Several submissions asked that Homes England have
specific individuals who have a Business Development
Management role to assist and who have experience of,
SME House Builders.
One member felt that Homes England needed more local
autonomy. They commented that the personnel need to get
to know “the customer” better. Lending to an SME (a person,
not an institution) is always easier if you understand the
people and the business.
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13. Measurability

14. Seeding innovation

Members strongly responded yes to the suggestion of
better/more measurability, believing that it would ensure
greater accountability of Homes England’s decision making.

This suggestion gained strong support from members.

One member commented it seemed a good idea if it helps
support SMEs otherwise is it may just lead to more box
ticking? They add by doing this, does it lead to us building
more houses?
You can’t monitor something you can’t measure and at
the moment Homes England is measured by how much
money they spend. Inevitably that is going to favour
bigger companies because they will spend bigger lumps
with bigger companies. The measurability here is around
ensuring that there are clear objectives relative to certain
metrics such as penetrating a proportion of SME house
builders, lending to volume of house builders rather
than quantum of money. There needs to be measurable,
hard KPIs set, as criteria, that allow a third-party to look at
HE performance to say did they achieve what they set out
to achieve?
Measurability could be along the lines of a satisfaction
level. i.e. we will interview 200 SMEs at the start of the year
and end of the year and measure whether or not we’ve
effectively done these things; made it easier to navigate,
made the process of borrowing money, market intervention,
easier and have we engaged with house builders? Has the
satisfaction level from SMEs with the service they have been
provided actually improved?.

One member commented that innovation in a very
“traditional” industry is to be encouraged, particularly in the
move to the zero-carbon home. There are other bodies
specifically mandated to fund innovation initiatives, including
house building, such as UK Research and Innovation. An
example was given of The Haven Gateway Partnership
which is leading the I-Construct project, originally partfunded by ERDF and now under-written by the UK
Government to provide innovation support, supply chain
networking, etc and includes BRE.
Another noted that they are building exactly the same
houses now that we were 10, 20 years ago. Nothing has
changed, you can look at house types now that we’re
building that are the same as 20 years ago. Innovation is so
poor in our industry, it’s frustrating, but the viability aspect
of this means innovators can’t buy land so they can’t do it.
Innovation is one of the biggest opportunities. In 10 years’
time if innovation is allowed to be as fluid as it should be,
we shouldn’t have keys for example. We should be talking
to our houses. Everything should be intuitive. You have a
house that manages energy and tells whether or not there’s
a room there you haven’t used for a month, therefore turn
the radiator off.
An example was given of technology in Europe that is
absolutely amazing. It measures your energy signature,
so a small unit in each room measures and monitors your
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energy signature, so it knows that you are ill before you get
ill. Imagine that for a care home or OAP home, or domiciliary
care systems for councils. You can have sensors for
everything now. Homes England have a role in making sure
that they can seed companies who have a good idea. An
Innovation Fund exists, but it exists at a relatively small level.
Innovation itself takes a long time.
De-risking innovation through guarantees/grants for areas
such as Modern Methods of Construction (MMC) would
certainly help SME housebuilders find development finance,
as well as with mortgage and insurance providers. This is
because currently these schemes do present a challenge in
terms of traditional development finance and risk.
If the factory construction process was viewed more
akin to infrastructure, and had the potential to be funded
accordingly, then specialist development finance lenders
would be able to look more closely at supporting these
types of innovations within the market.
Equally, as Home England becomes more open to
supporting innovative approaches, this will also hopefully
encourage Government, Mortgage lenders, Insurers and
others to be more open to innovative approaches.
15. Qualitative Help
As per question 12: Suggest as part of any review at HE to
respond to SME’s that SME’s are provided with a HE SPOC
(Single Point of Contact). Something similar to an account
manager that can help SME’s navigate complexities of the

HE structure and operating procedures. I-Construct
a model that could provide lessons:
https://www.haven-gateway.org/projects/i-construct
More localised tendering systems should be considered
to give SMEs in a certain radius of a project the chance to
tender against other SMEs in order to assist in the creation
of a fair and level playing field.
A comment from one member was that they would support
the encouragement for SME house builders to engage with
local Design Guides would encourage SMEs to build more
and better homes.
One Member asked if Homes England had considered a
mentoring scheme or additional workshop/tutorials to help
share best practice within the industry? The private sector
has a number of initiatives which Homes England could
examine and Members of the APPG would welcome the
opportunity to discuss plans with Homes England.
Another point raised was that It’s all about the quality of
Homes England’s help rather than the volume of people
who are there to help. How do you ensure that someone
is at the centre of Homes E who is capable of being able
to deal with SME house builders rather than just being
someone on the end of a telephone who can’t do a thing
Homes England need to understand what SMEs are.
Understand the risks they take every day, often working
with their own private money. Understand that many
SMEs wear hard hats and hi vis during the day and that
paperwork gets done in the evenings or weekends. Think
SME not Corporate.
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16. Other constructive ways of working
Communication with the sector is vital to be able to support
it and working closely with a range of different stakeholders,
such as specialist lenders in the sector who represent
hundreds of SMEs. This will foster a greater understanding
of the key issues and engender greater collaboration and
thus help deliver more houses.
Speed up the development finance process. Timely
access to development finance provided by MHCLG/
Homes England to Small & Medium Enterprises (SMEs)
will be critical. Applying to MHCLG/Homes England for
support is no more onerous than applying for many other
sources of development finance - but the speed from
agreement to draw-down is considerably more protracted.
It is accepted that public sector investment must be very
carefully managed, but with delays of up to 3 months
- when alternative funding could be agreed in 2-3 days –
this results in deals being lost, such as land purchase. A
rolling facility, established with principles similar to those for
Registered Providers is needed to level the playing field,
with allocations made and then drawn down and assessed
against agreed milestones, cutting the delays in the system.
This would also enable a greater join-up with Homes
England land teams to accelerate development on public
land sites.
Homes England need to look at the skills issue. HBF and
NHBC have got together and the Skills Board for NHBC
and it is effectively a body that’s been created to try and
encourage new entrants into home building and have a
feed of training for those people to help the industry. There
is a role for Homes England to help encourage young
people to see home building and the construction industry
as a positive career choice.
At careers events, typically, none of the young people want
to be in house building, but as children, every single one
of them says they drew paintings of the square “traditional”
child’s house, but from that point we lose them, whether
it be the fact they see it as dirty work outside, or whether
they can’t see the professional work that’s been done.
Developers are almost universally populated by people
who’ve worked up through the trades. House builders
tend to be populated by quantity surveyors as a primary
profession but other people just working their way through
the ranks.

Between the time when a child draws that simplistic
house to the point they have a career choice we lose and
somehow we need to address it. It’s not just image, not just
a campaign and Homes England actually have a role to help
house builders to create more opportunities, to work with
house builders to go into schools, create job profiles, to do
all those things to encourage kids to see house building as
a proper career choice.
One contribution noted Immigration policy at the moment
positively discourages foreign labour to come into this
country. The immigration policy that was issued recently was
very specific in terms of the skills they wanted to bring in
and actually excluded a lot of the skills that house building
will need, such as bricklayers, carpenters, chippies and so
on. We have lost a lot of foreign labour. The average age of
a tiler in the UK is 57. Wind that forward five years and we
are not going to have any tilers. Now there’s an innovative
solution to that somewhere, as long as it’s viable, or you
bring in labour from Poland or wherever appropriate.
Establish a loan fund payable to local authorities to support
developer cash flow. The provision of infrastructure
remains a major issue in accelerating housing delivery.
This could be overcome by enabling S106 and Community
Infrastructure Levy (CIL) obligations to be paid on time
or in advance without detriment to council finances and
repaid when homes on site. Confidence needs to be built
across the market to get Britain back building again – and
cash flow is fundamental to this. The current uncertainty
in the market is witnessed by the reduction in new starts
relative to home completions. Developer contributions are
fundamental to this issue, with developers unwilling to reach
trigger points in uncertain markets and councils unable to
forward-fund infrastructure from their increasingly fragile
financial positions. This is especially relevant when dates
are included within S106s, rather than housing completion
numbers, when development has effectively stood still.
A rolling loan fund supported by Homes England and
MHCLG would address this issue directly, enabling an
“infrastructure first” approach with investment up-front with
developers repaying the loan when homes are built.
Limit the amount of Help to Buy that the nationals can
draw on. This would then push down Help to Buy to SMEs,
strengthening the SME sector.
A final suggestion received was to review how the cash flow
of SME’s can be better supported. This is still about risk and
I can’t see Homes England underwriting SMEs.

19

Homes England Submission to APPG’s call for evidence
As part of the APPG’s call for evidence, Home England
themselves made a submission, choosing not to answer
the questions posed by the APPG’s call for evidence, but
instead laying out their approach to SME House Builders,
which is set out on the following 4 pages.
They noted that their Six strategic objectives underpinning
their mission are:• Unlocking Land – A lack of available land for housing,
especially in the least affordable areas, is one of the key
reasons for the under-supply of housing. Homes England
uses Government funding to acquire sites that the private
sector cannot progress without public sector intervention,
and then uses its resources and expertise to bring those
sites to market. It controls a significant amount of public
sector land which it releases to the market for housing.
• Unlocking Investment – A further challenge facing the
industry, especially SME builders, is access to private
finance. Homes England, using products such as the Home
Building Fund, provides investment that would not otherwise
be available to support development partners to increase
the pace and scale of housing development.
• Increasing Productivity – Homes England promotes
and enables the use of modern methods of construction
in the provision of new housing supply, to support broader
productivity improvements in the housing sector.

• Market Resilience – Homes England supports the
creation of a more resilient and competitive housing market,
by supporting smaller builders and new entrants to develop
new housing supply. The agency does this by supporting
these companies to access finance and/or Homes
England’s land.
• Supporting Local Areas – Homes England uses a mix of
land, funding, provision of technical expertise and its powers
to unlock new housing supply in key local housing markets.
This includes the agency working with local authorities to
deliver their housing ambitions.
• Home Ownership – Supporting the government’s
ambitions around affordability and helping younger
households and first-time buyers onto the housing ladder,
Homes England delivers the Help to Buy equity loan
product. Through the Affordable Homes Programme it also
enables shared ownership products to be delivered.
Homes England currently has a balance sheet of £18
billion, which will rise over the next four years based on
the current annual business plan. While Homes England is
focused on using its land, money and powers to drive HMG
housing outcomes, it also provides a return on investment.
The agency raised £77m on land assets in 2019/20 and
generated £67m of interest on its loan portfolio as of 31
March 2020 (a return of 4.8%) which supports further
housing delivery and wider Government priorities.
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Homes England’s work with SMEs
Increasing SME activity and resilience in the housing market
is vital if Homes England are to support the Government’s
manifesto commitment to deliver 300,000 new homes
per year by the mid-2020s. A study by the Home Building
Federation (HBF) found that in 1988 more than 12,000
SMEs were responsible for building nearly 40% of all new
homes1 . In 2017, there were only around 2,500 SMEs
active in the sector, responsible for just 12% of new homes.
A 2020 HBF report suggests this has fallen further, with
SMEs delivering just 10% of new homes. 2 The 2008
financial crisis exacerbated this trend, meaning England is
now increasingly dependent on a small number of large
house builders. As well as building homes, SME’s provide
significant support for the wider economy and play a key
role in diversifying the type and tenure of homes that
are built. ‘Reversing the decline of small housebuilders:
Reinvigorating entrepreneurialism and building more homes’
– Home Building Federation, 2017
Homes England’s support to SMEs is structured around
three areas: access to finance; access to land; and access
to expertise. Further information on the agency’s work in
each of these areas is set out below, along with associated
case studies.
Access to finance.
Access to finance is consistently highlighted as one of the
key pressures faced by SMEs in the housing sector, who
often tend to have limited cash resources. Too often the
availability and terms of finance, especially for parts of the
construction sector that are considered high risk and less
commercially viable, constrain housing delivery. There is
often little appetite for lending to smaller house builders,
and where it does take place it is often on highly restrictive
terms that make projects unviable for SMEs.
Homes England’s interventions support SMEs by providing
debt and/or equity finance that enable delivery of
housing schemes. Homes England also invests to provide
infrastructure and remediation works on potential housing
sites, decreasing the risk to developers and increasing
the delivery of homes. Two examples of Homes England’s
investment interventions are highlighted below: 1 ‘Reversing
the decline of small housebuilders: Reinvigorating

entrepreneurialism and building more homes’ – Home
Building Federation, 2017 2 ‘State of Play: Challenges and
Opportunities facing SME Home Builders’ – Home Building
Federation, 2020 HOMES ENGLAND 4 OFFICIAL Home
Building Fund
To assist with debt finance, Homes England manages the
Government’s Home Building Fund – Short Term Fund
(HBF STF) and Home Building Fund – Long Term Fund
(HBF LTF). The HBF STF provides loan finance to meet
the development costs of building homes for sale or rent,
with the HBF LTF financing infrastructure spend needed
to unlock sites ready for the construction of homes. Since
its launch in 2016, Homes England have committed £3.3bn
of the £4.5bn HBF to: supporting the regeneration of
brownfield sites; providing vital infrastructure to unlock
development; supporting SME housebuilders; and
encouraging self and custom builders and Modern Methods
of Construction (MMC).
To date, the HBF STF has enabled the delivery of 56,900
homes. As part of this, 92% of the agency’s contracted
spend and 82% of contracted starts are with SME
housebuilders. In all, the HBF STF has supported 306
SMEs with contracted or approved deals.
Housing Growth Partnership
Homes England invests equity in the Housing Growth
Partnership (HGP). Launched in 2015 with a £230m
budget, Homes England and Lloyds Banking Group have
supported SME house builders to deliver and sell housing
across England. The fund has invested £126.5m into SME
projects to date that are projected to deliver 3,480 homes
in England. By forming these partnerships, Homes England
uses its equity investment to increase the scale of available
finance that can be accessed by SMEs. As well as providing
financial backing, the HGP provides mentoring opportunities
for developers, connecting them with highly experienced
experts from across the construction industry.
Access to land
Access to land remains a significant barrier to housing
delivery. Over many years there has been a lack of
sufficiently viable and developable land available for
housing in places of high housing demand.
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Homes England’s land portfolio is comprised of existing
public sector land; as well as new strategic land acquisitions
which the agency believes will facilitate housing delivery.
As of March 2020, Homes England’s land holdings consist
of over 8,807ha, of which 4,487ha (51%) is developable,
2,369ha (26%) of which is under contract and 342ha (4%) of
which is already developed.3 3 Homes England classifies
land that is incapable of supporting the development of
homes as non-development (remnant) land. The agency
inherited a significant proportion of this land from the New
Town Development Corporations (a successor body to the
Commission for New Towns) as well as from other agencies
e.g. Regional Development Agencies. This land is wide
ranging in nature but includes: • residual freeholds beneath
adopted highways, footpaths and verges resulting from
previous developments (usually in the new towns); • slivers
of land adjacent to, and sometimes incorporated within, third
party boundaries; and Case Study – Primoris Homes Homes
England provided the financing for a development scheme
in Oswestry (Shropshire), which enabled an experienced
developer to convert an old magistrates court building and
former school into 10 two-bedroom apartments. The scheme
also includes 10 new build units, a mix of town houses and
semi-detached homes within walking distance of the town
centre. The developer was an experienced SME who reentered the market after the 2008 crash and subsequent
recession.
Homes England 5 official
Homes England uses a unique building lease disposal
system to ensure its strategic objectives are achieved
by developers on sites. This involves leasing a site to a
developer, with specific requirements that must be fulfilled
for the developer to gain the freehold once construction
is complete. These requirements often involve: the pace
of construction; the use of MMC and a high-quality design.
Approximately 70% of Homes England’s sites are managed
with a building lease, with the rest being disposed directly
by freehold.
For sites of less than 50 units, or with a gross development
value of less than £15m, Homes England typically pursues
an unconditional freehold sale and will work closely with
SMEs and Housing Associations to encourage them to buy

sites. For sites over 500 units, Homes England typically
pursues a Master Developer approach. This involves
splitting the larger sites into smaller parcels which are then
sold and developed separately. In these instances, Homes
England will dispose of smaller parcels of land to SME
developers.
For medium-sized sites (between 50 and 500 units), Homes
England uses its Deliver Partner Panel 3 (DPP3) to manage
disposal. DPP3 comprises 70 developers who have been
pre-approved by Homes England to buy sites based on
their track record of deliverability and finance. This speed
up the disposals process and allows starts on site to happen
more quickly. Over the last 18 months, Homes England
has supported over 20 SMEs through disposals of smaller
parcels of land on a freehold basis using DPP3 disposal.
Access to expertise
Homes England has significantly increased its capacity since
2018 with the recruitment of an additional 600 colleagues
who bring a wealth of experience in areas such as finance,
construction, risk, MMC and remediation. In 2018/2019, •
open space, woodland and landscaping areas. Case Study
– Northstowe and Urban Splash Northstowe is a long-term
project to deliver 8,500 new homes in the centre of a new
Cambridgeshire town. Homes England is acting as Master
Developer on this site; acquiring land, de-risking it and
then disposing in parcels for developers to deliver housing.
Homes England have tendered one of these parcels to
Urban Splash, an SME developer who specialises in off-site
volumetric MMC. Urban Splash will deliver 406 homes; 100%
of which will be built using MMC. Homes England Land
Holdings – End March 2020 HOMES ENGLAND 6 OFFICIAL
65% of Homes England’s new staff were from the private
sector, with 54% of the 2019/20 coming from the private
sector. Homes England also has over 270 members of staff
who are members of professional bodies, such as RICS.
Homes England offers the expertise of staff to developers
through established programmes. For instance, when
Homes England invests in a project through the Housing
Growth Partnership, a senior adviser is made available to
the developer to provide support and guidance throughout
the life of the project.
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A further example is work Homes England has undertaken
with the Federation of Master Builders, UK Finance and the
Department for Business, Energy and Industrial Strategy to
produce a ‘Guide to Development Finance for Small and
Medium Sized Housebuilders’4. This guidance is shared
with all organisations that inquire about the Home
Building Fund.
Help to Buy
In 2013, the Government launched the Help to Buy (HtB)
scheme. Help to Buy was introduced to help people buy
houses with lower Loan to Value mortgages and to support
the building of new homes across the country.
The scheme has expanded significantly since its inception:
• Initially, £2.5bn was announced to help 75,000 households
by 2015. This was extended in subsequent budgets
to amount to £22.1bn by 2021 to support 360,000
households.
•A
 t Budget 2015, the decision was taken to extend the
scheme in London to enable buyers access a 40% equity
loan, given the high house prices in the capital.
• In Budget 2018, MHCLG announced a new scheme to run
from April 2021 to March 2023.
More SMEs have joined the Help to Buy scheme than any
other comparable Government scheme which preceded
it. Since 2013, the Help to Buy programme has supported
278,639 house completions and 7,383 developers are
registered with Homes England to market HtB homes.
Homes England has seen an increase in the proportion of
homes supported by Help to Buy that were built by smaller
developers, with one in six homes in the scheme now built
by an SME. Continuing to support SMEs
Whilst the agency continues to support SMEs with a variety
of tools, Homes England accepts that more must be done
to challenge the status quo of the housing market by
increasing market resilience and diversity in the sector.
The challenges SMEs face in obtaining finance are
particularly pronounced due to current economic conditions.
As such, Homes England, working with the Ministry for
Housing, Communities and Local Government, have
developed a range of additional measures to support SMEs
over the coming months: Supporting SMEs during the
Covid-19 Pandemic.

Covid-19 has caused significant disruption across the
construction sector, especially amongst SMEs. As such,
Homes England made a number of changes to increase
the flexibility of funds to support SMEs. This has included:
• Introducing more flexibility in the agency’s contract terms
– allowing greater use of deferred payments, reduced
deposits and flexibility around milestones.
• Working with companies that has the agency provided
finance to, Homes England undertook a line by line
review of existing contracted projects to assess delivery
challenges that may/will emerge as a result of the Covid-19
pandemic i.e. the impact of restrictions on sites and delays
caused by remobilisation. In addition, 4 https://www.
ukfinance.org.uk/policy-and-guidance/reports-publications/
guide-development-finance-small-and-medium-size
housebuilders HOMES ENGLAND 7 OFFICIAL this review
sought to understand the additional support these
companies may require – to enable housing delivery to
continue.
• Obtained commitment for an additional £450m of budget
for the HBF STF to support SMEs primarily in the wake of
Covid-19. This additional funding was announced by the
Prime Minister at the end of June 2020.
• Rebalanced workloads and resources across Homes
England to enable more timely responses to enquiries
from developers and SMEs. Access to finance
The new National Home Building Fund, announced at
Spending Review (SR) 2020, will support SMEs with further
access to finance. This builds on the success of the Home
Building Fund. The fund provides £2.2bn in new loan
and equity finance, which subject to final business case
approval, seeks to:
• Provide SMEs with finance during the construction phase
of a project.
• Create new lending alliances to increase the supply of
debt to SMEs.
• Enable the formation of Joint Ventures (JVs) with SMEs,
Registered Providers MMC providers.
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•P
 rovide equity to developers to enable SMEs to grow
their capacity.
•P
 rovide debt finance as part of Homes England’s land
disposals to SMEs to de-risk housing delivery, by
providing funding certainty.
•P
 rovide land loans to support SMEs’ access to land.
•P
 rovide equity and debt support to enable MMC
manufacturers to sustain and build their businesses.
In September 2020, Homes England announced a new
lending alliance by way of a seven-year partnership with
nonbank lending platform Invest & Fund to increase the
amount of finance available to small builders, to help them
grow and deliver more homes at pace. The partnership
created a £25m revolving fund to allow Invest & Fund to
support small builders with construction loans of between
£400k and £2.5m, funding schemes of two homes and
upwards, at up to 80% of the development costs. The
scheme aims to support 50-70 SMEs with new loans over
the next five years.
Access to land
Homes England has revamped its approach to disposing
land. Under the agency’s new approach housebuilders,
including SMEs, will be able to become one of Homes
England’s pre-approved developers at any time – enabling
easier access to the agency’s land opportunities. The new
system (called the Dynamic Purchasing System - DPS) will
be completely digital and the eligibility requirements to join
the DPS are proportionate to the size of the organisation.
Homes England’s aim with the DPS is to make accessing
land opportunities as easy and efficient for SMEs as it is for
volume builders.
Homes England is continuing to explore the sub-division
of sites and the release of smaller sites to the market on a
freehold basis that may be suitable for SME homebuilders.
The agency has obligated that larger developers partner
with SMEs on a number of larger sites to stimulate growth
in the SME pipeline. In relation to new acquisitions, Homes
England is actively considering the suitability of increasing
provisions for SMEs (subdivision) as part of the assessment
of the delivery strategy that the agency undertakes prior to
approval.

Help to Buy
Homes England is launching the new Help to Buy: Equity
Loan scheme in April 2021. This scheme will run to March
2023 and will be specifically targeting at first-time buyers.
There are a number of additional changes which the new
scheme will incorporate, including:
• Regional property price caps – These caps are set at 1.5x
the current forecast regional average first-time buyer price,
up to a maximum of £600,000 in London.
• Developers will have to adhere to new quality
requirements, including signing up to the New Homes
Ombudsman and advertising their Homes Builders
Federation star rating.
As with the previous version of the Help to Buy programme,
the scheme is open to developers of all sizes and the
agency expect a significant number of SME housebuilders
to continue using this scheme.
End of Homes England’s Submission
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CONCLUSIONS AND RECOMMENDATIONS OF THE APPG FOR SME HOUSE BUILDERS ON HOW
CAN THE AGENCY WORK WITH SMES TO BUILD MORE HOMES.

1. Freedom to build – SME Housebuilders were in
agreement that too often good opportunities were not
taken forward, because the process of getting funding was
obstructed by over burdensome red tape from Treasury
rules placed on the agency. It was felt by House Builders
that for Homes England to truly assist in the delivery of the
300,000 new homes a year, central Government needs to
give them more freedom in decision making and not be
over prescriptive in the rules that they set.
2. Extend Help to Buy and Deliver the 300,000 new
homes – The Government needs to extend the successful
Help to Buy scheme, to ensure growth in the SME sector.
Working with the new Homes England Help to Buy, will
be key to extend home building and SME House Builder
growth. Help to Buy has previously been key to SME House
Builders, most especially post the 2008 economic crisis and
Covid-19. The scheme not only ensures SME House Builders
can build more homes, but it is also a substantive revenue
earner for HM Treasury.
3. Bespoke approach to SMEs – In order to effectively
engage with the SME House Builders sector, the
Government or Homes England should look to set up a
specific SME Homes England, which is understanding of and
sympathetic to the sector. This SME Homes England could
be delivered under the existing Homes England umbrella or
under a separate, bespoke organisation. This would have
the goal of delivering more efficiently investment into SME
House Builder projects.
4. Involvement of more people who have experience
and empathy with how to build houses involved in
decision making at Homes England – Whatever structure
Government decides for Homes England going forward, in
the better delivery of new homes by SME House Builders, a

common request from members is that this structure is lead
and delivered by people, like their new Chair, who know
how to deliver and build new homes. This will lead to better
progress in the delivery of the 300,000 new homes a year,
currently too often obstructed.
5. Bespoke Homes England Development Managers
– Homes England have specific individuals who have a
Business Development Management role to assist and who
have experience of, SME House Builders. Too often SMEs
find Homes England impossible to navigate and waste
too much time trying to access the agency. Development
Managers would help solve this problem and allow Homes
England to deliver better service.
6. Review current lending rules and criteria – Homes
England could consider a lending system based on peak
rather than total debt would give SMEs better access to
lending at rates they can afford.
7. Provide an equitable playing field with Housing
Associations – As Housing Associations enter into the
“market housing” sector they distort market prices as
they do not have same thresholds to as SMEs. Housing
Associations were set up to provide housing to those
who would normally not be able to access it. If Housing
Associations are allowed to “compete” in the market
supported by public money then it is only right that money
should be made available to SME’s to provide affordable
homes via Homes England money.
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8. Homes England taking equity positions in exiting
home builders with land – Allowing Homes England more
positive influence via equity stakes or JV’s would be a better
approach to accelerate delivery and enable growth of SME
activity. It would also gain a more positive and delivery led
approach within Homes England.
9. More forward funding of Infrastructure – There is
scope for Homes England to forward fund infrastructure
for developments. Having proper infrastructure leads to
increased house building.
10. Develop the best team to deliver for SMEs at Homes
England – Develop a bespoke team of people who know,
have empathy and experience of the delivery of homes and
who have a true understanding of what it is to be an SME
House Builder. The team will need to have the right skill
mix to assist SMEs including planning, design, financial and
digitalisation, with more house building practitioners. Homes
England state they wish to support SMEs in their work and
also highlight that improving market resilience is one of their
six strategic objectives agreed with the UK Government.
11. Government to give Homes England greater flexibility
around innovative funding – As Homes England becomes
more open to supporting innovative approaches, with
Government allowing greater discretion, this will also
hopefully encourage other parts of Government, Mortgage
lenders, Insurers and others to be more open to innovative
approaches.

12. Seed funding of UK innovation – Members felt that
Homes England have a role in making sure that they can
seed companies who have a good idea. An Innovation Fund
exists, but it exists at a relatively small level. Innovation itself
takes a long time.
13. Greater comprehension by Homes England of how
to service SMEs operate – Homes England could create
a dedicated SME team, under a specified SME director, so
each housebuilder could have direct access to a named,
knowledgeable, point of contact.
14. Skills and people to build our new homes – Homes
England and all stakeholders need to address the lack
of skills and people to build the 300,000 new homes.
Currently the industry is short of the people to deliver the
Government’s target and so everyone in the house building
sector needs to help in the provision of the solutions
needed in better skills and quality of workforce.
15. Creation of long term investment vehicles to support
SMEs – If Homes England could create a long-term
investment vehicle through which SME housebuilders could
keep a proportion of their housing stock to provide a rental
income, the housebuilding element would be de-risked by
the developers’ housing stock holdings, leading to more
homes delivered by SMEs.

For further information, please contact the Secretariat to the APPG for SME House Builders,
Andrew Cumpsty, at andrew.cumpsty@hotmail.co.uk
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