EXECUTIVE COMMITTEE – 20 JUNE 2011

SUSTAINABLE ENVIROMENT POLICY AND SCRUTINY COMMITTEE – 14 JUNE 2011 
  
PART   I - DELEGATED 

8c.  
  LOCALISM BILL - HOUSING REFORM

   (DCES)
  

1.
Summary
1.1
  To ensure Members are aware of the introduction of the new Affordable Rent product and other housing reforms contained in the Localism Bill and to set out how the Council proposes to prepare for Implementation of the new statutory duties set out in the Bill.
2.
Details

2.1
The housing proposals contained in ‘Local decisions – a fairer future for social housing’, have, where relevant, been included in the Bill.  See Appendix A: Housing Quality Network summary of the housing provisions in the consultation document.  The Bill is not expected to receive Royal Assent until November 2011.  Pending the outcome of the parliamentary process, the Housing sections of the Localism Bill are sufficiently clear for the council to start planning for implementation. 

2.2
Proposed approach to implementation 
The Council’s approach has been informed by the following: 

· TRDC is the lead partner for the Herts Choice Homes  Choice Based Lettings Consortium and wish to develop its response to the measures in the Localism Bill in partnership with the other 4 local authorities in the consortium; Watford, Welwyn Hatfield, St Albans and Hertsmere Councils.

· Feedback back from customer consultation on the Localism Bill Housing Reforms.
· The reforms include mandatory publication of a district ‘tenancy strategy’.  This will require detailed policy development work and consultation.  A planned review of Housing Allocations Policy is relevant to this policy.  

· The district tenancy strategy needs to be in place 12 months after the relevant section of the Bill is enacted. 

· The Bill contains a number of new powers that the Council will need to consider. At this stage there are advantages to remaining open minded about these powers as there may be financial and other benefits in some of the powers, depending on the final drafting. 

2.3
Members may be interested to know that the local authority representatives at the recent Herts Choice Homes Working Group meeting were supportive of initiatives to ease the shortage of housing, such as flexible tenancies for social landlords and making more use of private sector provision. 

2.4
The current proposed timetable of actions to prepare for implementation of the Bill which are subject to change is set out in Appendix B Housing Reform – Approach and timeframe.  Officers propose to obtain Committee approval on an outline consultation proposal prior to any consultation taking place. 
2.5
Affordable Rent 
  Affordable housing is housing for rent or sale; allocated to specific groups in need at below market levels. 

2.6
The Council plays a key role in the delivery of affordable housing, both through their strategic housing role and as local planning authority. The Council is  required to set out the affordable housing requirements for the district and ensure that the planning policies that are  set in development plans help to meet those requirements.

2.7
Three Rivers works closely with Registered Providers (Housing Associations) and developers in ensuring that we can obtain the right mix of affordable housing to best suit the needs of the district.

2.8
The funding arrangements for the provision of affordable housing are changing as public funding becomes restricted. Housing Associations are having to rely on their own resources (especially their rental income) to pay for the borrowing required to fund new schemes and local authorities are being called upon to supplement funding with their own resources (especially their land).
2.9
From April 2011 the Government is introducing a new Affordable Rent product. Affordable Rent is a form of social housing. Affordable rented homes will be made available to tenants at up to a maximum of 80 per cent of market rent.  Registered Providers (Housing Associations) will be able to offer Affordable Rent properties on flexible tenancies (a minimum two year period with providers having some flexibility to offer longer tenancies).  Affordable Rent properties will be allocated in the same way as social housing is at present.

2.10
Affordable rent will form the principal element of new affordable housing delivery. Grant funding, which in the past has been available to support social rent and various intermediate (eg shared ownership) affordable homes, will now mainly be aimed at Affordable Rent properties. The product will be available to Registered Providers who have entered a contractual arrangement with the Homes and Communities Agency(HCA) to deliver new affordable homes. These Registered Providers will also be given new flexibilities to allow a proportion of their existing social rented properties to be converted to an Affordable Rent unit when they are re-let.

2.12
The funding system prior to 2011/12
Affordable housing investment had been controlled through regional offices of the Homes and Communities Agency (formerly the Housing Corporation) and had been able to develop a regional programme of funding based on capital allocations of investment funding from the Department for Communities and Local Government. These allocations had in turn been informed by Regional Housing Strategies.
2.13
The funding had been primarily based on a ‘social rent’ model that had allowed rents to be fixed according to rent formulae established centrally.  The capital subsidy system (Social Housing Grant) enabled housing to be able to make good shortfalls between their borrowing capacity (based on their overall rental income primarily) and the overall costs of developing new schemes.  It meant that average grant rates per unit for typical 2/3 bedroom properties were in the region of:
· London Commuter Belt (LCB) Region  £41,097

· Hertfordshire County  £41,592

· Three Rivers District  £36,161.
2.14 
The funding system from 2011/12 onwards
The 2010 Comprehensive Spending Review saw Homes and Communities Agency’s budget cut from £8.4bn in 2008/11 to £4.5bn in 2011/15.  Out of this lower figure, £2.3bn is to pay for existing commitments and the remainder can part fund new schemes. 
2.15
The Government is seeking to deliver a national target of 150,000 new homes. This reduces average grant funding to less than £15,000 per unit.  The primary source of new funding will be increased rents. The old system of formula (‘social’) rents is to be abandoned for all new schemes and replaced with a new regime of ‘affordable’ rents.  These new rents could be fixed at up to 80% of the full market rent and in most cases will mean an increase in overall rent levels of between £5.00 and £20.00 per week for some tenancies.  See Appendix C - Comparative Rents and Local Housing Allowance Rates. 
.

2.16
To supplement housing association rents further, the Government will allow associations to consider increasing re-let rent levels as well.  The new rent regime will not apply to existing tenants unless they transfer to a property advertised as ‘affordable rent’ (security of tenure is protected).  From initial discussions with our key housing association partners all are committed to continuing a development programme despite the new funding constraints and all are prepared to consider increasing re-let rent levels when it is appropriate to do so.
2.17
In order to secure reduced average grant rates further, housing associations in conjunction with the Council must seek out other opportunities as follows:
· Increased partnering with private developers where planning conditions and s106 agreements require the developer to deliver affordable housing at nil grant.

· Negotiating opportunities to deliver affordable housing on publicly-owned land (including Hertfordshire County Council’s own land) where land value can be used to cross-subsidise the provision of housing.
· Using the associations’ own reserves and internal subsidies to assist in enlarging the development programme.
2.18 
It is anticipated that a new 4 year programme of affordable housing delivery will be established by September 2011.  The HCA will seek to agree contracts with all registered providers during the summer to ensure that specific housing delivery targets are fixed and met.
2.19
The Council plans to continue to offer pro-active support to bids in the district for its affordable housing new build programme.  Officers anticipate that these contracts will establish an overall programme that fits the Council’s strategic priorities as well as securing value for money.
2.20
Feedback from consultation.
In addition to the feedback from customers shown in Appendix D, officers held a focus group (service improvement group) with 11 customers on 30 March 2011 to discuss the Government’s recent announcement on changes to the provision of social housing and to focus on the questions from the TRDC consultation/questionnaire.  There were varying views and opinions with consensus in some areas; examples of customers’ comments are noted below.  A more detailed report with feedback from customers will accompany proposals on changes to the Housing Allocations Policy and the proposed district strategic tenancy policy.

2.21
Examples of customer comment:
· Ending homes for life for Social tenants

This was debated at length with no real consensus. It was acknowledged as a difficult subject.  Initially, the majority felt that people should be expected to move out if a property has more bedrooms than needed.  An example was given that whilst waiting for a property it was frustrating knowing that an older person was still living in a 3-bed property alone when it could be used for a whole family.
· Affordable rent 

Initially the consensus was that from a weekly net income of £220, £55 was a reasonable charge as it equated to 25% of income. Some felt that whilst they would rather pay £55, £66 was not excessive (30% of income).
2.22
Herts Choice Homes (HCH) Working Group
In advance of developing detailed policies in response to housing reforms contained in the Localism Bill, TRDC convened a working group of the Herts Choice Homes Local Authority partners.  The aims of the working group are to co-ordinate and identify areas where a common response could be developed in light of the Homes and Communities Agency (HCA) Framework for the 2011-15 Affordable Homes Programme.  This invited offers by the 3rd May from Registered Providers (Housing Associations) who want to work with the HCA to deliver new supply of affordable housing over the next four years.
2.23 Given the differing timeframes for tenancy strategy development and proposals to the HCA, officers want to ensure that:
· the Choice Based Lettings scheme continues to operate fairly and effectively and is easily understood by those on the housing register and that the current changes avoid any significant policy divergence as far as possible. 
· Registered Providers (Housing Associations) are aware of the Council’s current thinking and to ensure that any proposals put forward by Registered Providers for the Three Rivers area are aimed at meeting local needs and take account of the Council’s and HCH partners emerging policy which needs to be ‘fleshed out’ and once developed, approved by Members. 
2.24
In the interim the HCH local authorities have identified some key principles on which their future tenancy strategies are likely to be based and want to ensure that these key principles, together with the view of individual HCH Local Authority partners, influence the shape of Registered Providers’ offer to the HCA in May 2011.   

2.25
The Council is currently considering a strategic approach based on the following key principles and seeks Members’ approval of the interim principles in advance of more detailed policy development over the next 12 months:

2.26
Tenure
· No tenancy should be for a term less than five years. Some benefits of introducing fixed term tenancies are recognised, particularly the ability to address the under occupation of social housing.

· Where children under the age of 10 years form a permanent part of the household, the minimum term should be 15 years.  This could be split into two tranches of 10 and 5 years (or similar) to allow for a review of any exceptional change in circumstances.  This encourages stable, settled communities and allows families to thrive. 

· Where children under the age of 15 years form a permanent part of the household, the minimum term should be 10 years.  Again this could be split into two tranches of five years. 

· The term of new tenancies for households comprising adults only will depend upon their circumstances.  The Council will undertake more research into this before a guiding set of criteria can be drawn up.

. 

Elderly and vulnerable people should continue to be offered a lifetime tenancy.  A detailed definition of what constitutes ‘vulnerability’ needs to be compiled, but this is likely to include those with a permanent mental or physical impairment which would put them at significant disadvantage in trying to secure their own accommodation.

· Circumstances to be taken into account in deciding whether to renew a tenancy will be determined and incorporated into the Council’s tenancy strategy. 

2.27
Eligibility

· Local Connection criteria as a prerequisite to joining the housing register will be reviewed.  Although there may be a presumption that we should impose stricter conditions to ensure that vacant homes are targeted at local people, we will firstly be taking into account the impact of such an approach on certain groups within our communities.

· The ability to restrict registration only to those with a realistic prospect of being rehoused or to vary the requirements, based on housing need, will be evaluated.  The apparent logic of this needs to be weighed against the practicalities of assisting with alternative housing options, the restriction of potential interest in hard to let properties and the possible market for some lettings at Affordable Rents.

2.28
Mobility

· The Council supports measures taken to maximise mobility within the social housing sector.

· As one of the guiding principles of setting up our Choice Based Lettings Scheme, our partners were encouraged to provide 100% nominations to the relevant LAs, in return for all tenants (regardless of landlord) being treated as transfer tenants.

· Tenant Transfers represent a relatively high proportion of relets.  In large measure, this is due to the additional priority given to them within our current policies and we do not envisage that this will need anything more than superficial adjustment.

· We would wish to ensure that existing tenants transferring retain their existing or an equivalent security of tenure.

2.29
Homelessness

· The Council welcomes the proposed new power to discharge their housing duty to homeless families into private sector housing.  Given the ongoing scarcity of social housing and the anticipated growth in homelessness acceptances, we see this as a necessary supplement to the social sector, not an alternative.  

· The Council is taking steps to ensure that we maximise the availability of good quality private sector rented accommodation for accepted homeless people. 

· The ongoing support of Registered Providers in assisting the Council in preventing and housing the homeless is expected and appreciated.

2.30
Affordable Rents

HCH have three particular considerations to which we would like Registered Providers to have regard:
· Mobility

To frame rent policy in a way which encourages tenants to downsize without the disincentive of being financially penalised.  The stated aim of the government to increase mobility in the social sector in order to tackle under-occupation is unlikely to be assisted by advertising suitable alternative vacant homes at Affordable Rent levels.  Although there may be no obvious solution to this, a system which leaves certain homes at social rent levels while raising the rent of the larger vacated property may be viable.

· Re-investment

The HCH LA partners strongly favour that the West Hertfordshire area covered by Herts Choice Homes should form the geographical area in which Registered Providers should re-invest their funding.  In this way, by making adjustments to the existing HCH cross-boundary bidding facility for applicants, we can ensure that there is at least some degree of retaining the benefit of Affordable Rents within the area where they are raised.

· Affordability 

HCH LA partners are keen to ensure that the new affordable rents are indeed affordable, especially in view of the government proposal on universal credit which may cap benefit entitlement to a family at approx £26,000.  Registered providers should evidence how these families will be safeguarded.

2.31
Tenancy Strategy

· HCH LA partners will share knowledge and where possible develop a common approach to their’ tenancy strategy including consultation with locally operating Registered Providers.

· It will be some considerable time (up to 18 months) before the Councils produce their formal tenancy strategy to guide the approach of Registered Providers. 
3.
Reasons for Recommendation
3.1
  To prepare and comply with the pending statutory requirement to produce a Strategic Tenancy Policy.
4.
Policy/Budget Reference and Implications
4.1
The recommendations in this report are not within the Council’s agreed policy and budgets.

4.2
The purpose of this proposed policy is to  ASK   \* MERGEFORMAT develop a Strategic Tenancy Policy by June 2012 ASK   \* MERGEFORMAT .  At the end of one year it is anticipated that the policy will have enabled Registered Providers (Housing Associations) to develop policies which contribute to local housing need.
5.  
Financial, Legal, Equal Opportunities, Staffing, Environmental, Community Safety, Customer Services Centre, Communications & Website, Risk Management and Health & Safety Implications
5.1  
None specific.

6.
Equal Opportunities Implications

6.1
Relevance Test

	Has a relevance test been completed for Equality Impact?

There is no change to current policy / service). 


	No


7.
Risk Management and Health & Safety Implications

7.1
None specific. 

8.  
Recommendation

That the Committee recommends to the Executive Committee:

8.1
That Members are asked to approve the approach taken by officers and the timescales contained in the report.

8.2
That officers seek Members’ approval of the draft District Strategic Tenancy Policy prior to consultation in June 2012.
8.3
That officers continue to work with HCH LA partners to share knowledge and where possible develop a common approach to their Strategic Tenancy Policy including consultation with locally operating Registered Providers.

Report prepared by:
  Nyack Semelo-Shaw
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