EXECUTIVE COMMITTEE – 3 DECEMBER 2012

SUSTAINABLE ENVIRONMENT POLICY AND SCRUTINY COMMITTEE – 
18 SEPTEMBER 2012
PART   I   - NOT DELEGATED 

9(d).
WATFORD CREDIT UNION GRANT FUNDING 

  (DCES) 
  1.
Summary

1.1
  The Committee is asked to consider grant support for Watford Credit Union. 

2.
Details

2.1
The Council received £30,000 in March 2012 as a one off grant from the Department for Communities and Local Government Preventing Repossessions Fund to help prevent repossessions within the District.   Authorities can carry over the funding and use it in the 2012/13 financial year. Although the grant is not ring fenced, and can be used on wider preventing repossession activity, the intention of the grant is to provide as many loans as possible to avoid repossession.
2.2
The Fund aims to provide an additional option for local authorities to tackle repossessions in their area. This can be achieved by offering small, short term interest free loans of up to 3 years, or grants, to households who are at risk of repossession (for example where their lender has confirmed they are taking possession action). The fund should be the last resort for those who are risk of losing their property as a result of mortgage/rent arrears.  Lenders can sometimes commence possession action on very small amounts of arrears where they cannot see evidence that the borrower will be able to address their financial situation.  
2.3
The Government suggests small loans can be used to reduce mortgage arrears or reduce second charge loans to help address immediate short term financial difficulties. In return, the lender would halt possession action. This can allow the homeowner or tenant some ‘breathing space’ which can be used to seek independent debt advice to help get their finances back on track. Ultimately, the fund is designed to avoid repossession and subsequent homelessness. 

2.4
While the fund is primarily intended for homeowners, the Council propose to broaden its use to prevent homelessness by offering loans and some grants to those who are at risk of homelessness and where the Council may have a legal duty to provide housing should they become homeless.  Examples of how the Preventing Repossessions Fund will be used in Three Rivers to stabilise a household’s financial situation include:

· loans to pay off additional secured loans;

· Loans to reduce arrears in exchange for lenders writing down debt to a more manageable level;

· Brokering a three-way agreement between borrower (hardship payment), lender (writing off debt) and Local Authority (interest free loan). 
· Facilitating access to the Mortgage Rescue scheme

· Essential furniture and household equipment where access to other loans is not available

· Prevent or delay homelessness

· Secure access or maintain accommodation

· Reduce or clear  rent arrears 

· Promote mobility by assisting with removal costs etc

· Rent payment in advance

· Tenancy sustainment payments

· Rent arrears to private landlords where a Landlord will allow a tenant to remain for a minimum of one year more. 

· Top up housing benefit where the local housing allowance payment is insufficient

2.5
Loan payments would be conditional on the borrower acting on independent debt advice or TRDC housing option advice with loans only given where doing so would make the households position ‘recoverable’ thereby avoiding ‘moral hazard’.  It is important to avoid the ‘moral hazard’ of extending loans to households who could pay their mortgage/rent but choose not to. The Council will therefore take care to ensure that decisions on payments are robust and seek to support households who genuinely cannot pay their housing cost - as distinct from those who choose not to pay. For example, help could be provided to homeowners or tenants as a result of debt or income shock caused by loss of earnings, or reduced hours, and where there is no previous history of high arrears.  

2.6
The Council would prioritise which households would benefit most. The Government’s Homelessness Advisers say good practice suggests that loans made by a local authority should range from £1,000 to £3,000 per household, and be capped to a maximum of £5,000 available at 0% interest.  However, Officers believe these limits are too high and would only allow the fund to help very small numbers of people in the first year.  The proposal is that Three Rivers District Council loans will not exceed £1,000 at a low interest. 
2.7
The Council will retain £7,700 of the grant from the Government to offer grants where the loan limit of £1,000 needs to be supplemented or where the applicant is unable to support a loan.  This will be determined and administered by the Housing Needs Team. 
2.8
A key feature of the Fund is its recyclable nature which will enable the Council to develop sustainable support over a longer period than one financial year.   Although the funding is not ring-fenced, it is a named grant. It is important for the Council to ensure that it is used to support the maximum number of households in need of financial assistance, enabling them to stay in their homes or avoid homelessness. Final decisions on efficient and equitable deployment of this funding will rest with Three Rivers and will be based on individual local need and circumstances.   

2.9
The tables below show the current mortgage/rent arrears, possession claims and homelessness trends in the District.

	Three Rivers Annual Mortgage Possession Claims per 1,000 households*

	2009/10
	2010/11
	2011/12

	2.86
	2.14
	2.57


	Three Rivers Annual mortgage possession claims*

	2009/10
	2010/11
	2011/12

	100
	75
	90


*Ministry of Justice Mortgage & Landlord Possessions Statistics
2.10
Despite the increase in homeless prevention cases, numbers of homeless applications continue to increase as indicated in the table below. 

	Homeless Person Application  to 31 March

	2009/10
	2010/11
	2011/12

	107
	109
	121


2.11 
The Council is seeking to provide help by way of a loan (at low interest) to ensure that money can be recycled and used to help other households in the future. Wherever possible, households will be asked to agree that a payment should be made directly to a creditor on their behalf.  The Council does not have the financial systems to issue, monitor and track repayments of small loans of the nature being proposed.  The Council has had a number of meetings with Watford Credit Union who have agreed to administer the fund on behalf of the Council.  Officers propose that the £30,000 fund be allocated as follows:

	TRDC Housing Needs Team retain to issue grants
	£7,700

	Watford Credit Union total  Loan Fund
	£20,000

	Watford Credit Union set up cost 
	£1,000

	Watford Credit Union annual administration fee
	£1,000

	Watford Credit Union application fee £15 x 20 
	£300

	Total 
	£30,000


2.12
Payment of the annual administration fee to Watford Credit Union in years 2 and 3 will be funded from the Communities and Local Government Homelessness Grant received annually by the Council.

2.13
Officers believe that establishing a Service Level Agreement with Watford Credit Union is the most appropriate initiative to have the biggest impact.  Due to the current economic downturn and the general rise in homelessness and mortgage repossession it is more important than ever that this is established.  Officers have consulted other Hertfordshire Councils and established that similar schemes are already operating in the County e.g. St Albans transferred approximately £40,000 to St Albans Credit Union in 2011/12.  A new allocation of funds has been granted in 2012/13 and to date £20,000 has been allocated.
2.14
Watford credit union  

the proposal is that Three Rivers District Council enters into a Service Level Agreement with Watford Credit Union for 3 years to administer the loan Fund of £20,000 (see appendix A).  The Council will pay set up cost and annual administration fees to Watford Credit Union as detailed in the Service Level Agreement.
2.15
Watford Credit Union is a financial co-operative owned and controlled by its members.  It is a “not for profit” organisation that is run purely for their members’ benefit.  Unlike other lenders, credit unions have an obligation to lend responsibly – only providing loans that are likely to improve the members’ situation and helping them keep control of their finances.  They offer the following services:

· Saving schemes.

· Affordable loans – at interest of 1% per month of the decreasing balance.  A loan can be as little as £50 or up to a maximum of £5,000.

· Pre paid debit card (currently being developed).
2.16
While good practice indicates loans should be offered interest free, Officers believe offering loans at low interest increases the fund’s sustainability.  This over time will allow the fund to be self financing, enabling the interest to be used to pay the administration costs of the fund and to maximise the loan fund by reducing funds allocated to administration costs and fees. 
2.17
Watford Credit Union has a “common bond” which determines who can become a member of the Credit Union.  The common bond is people living, studying or working in the WD postal code area.  TRDC residents with a HA postcode would be offered a grant if they were not able to meet Watford Credit Union’s criteria.

2.18
Credit unions are regulated by the Financial Service Authority (FSA).  Officers and employees have to obtain Approved Persons Status from the FSA and receive training for their role. 
3.
Options/Reasons for Recommendation

3.1
The Local Strategic Partnership (LSP) has identified  Affordable Housing as a priority in the Community Strategy.  The LSP’s Employment and Prosperity Group sees tackling financial exclusion as a key issue within this priority.  Working with Watford Credit Union service is one way of helping to meet this priority.  Given the current economic climate, the issues of homelessness prevention, debt and financial exclusion are more pertinent than ever.  The arrangement with Watford Credit Union is seen as the most efficient way for the Council to administer the Fund while contributing to other strategic objectives. 

4.
Policy/Budget Reference and Implications

4.1
The recommendations in this report are within the Council’s agreed policy and budgets. The relevant policy is entitled  ASK   \* MERGEFORMAT Strategic Plan 2012 – 2015. ASK   \* MERGEFORMAT 

 ASK   \* MERGEFORMAT 

  
5.
Financial Implications
5.1
There are no significant financial implications of the Council entering into a 3 years Service Level Agreement with Watford Credit Union.  The arrangement presents the most effective way of the Council issuing loans and maximising the repayment.  This allows the grant funding to be recycled.

6.
Risk Management Implications

6.1

The Council has agreed its risk management strategy which can be found on the website at http://www.threerivers.gov.uk.  In addition, the risks of the proposals in the report have also been assessed against the Council’s duties under Health and Safety legislation relating to employees, visitors and persons affected by our operations.  The risk management implications of this report are detailed below.

6.2
The subject of this report is covered by the  ASK   \* MERGEFORMAT  Housing Service plan.  Any risks resulting from this report will be included in the risk register and, if necessary, managed within this plan.
6.3
There are no risks to the Council in agreeing the recommendation on the basis that an alternative use of the fund will be to issue grants with no expectation of repayment.  Therefore any money repaid from loans will enable the resource allocation to be recycled, maximising support to those in housing need.
6.4
There are no risks associated with the decision the Committee is being asked to take.
7.
Legal, Equal Opportunities, Staffing, Environmental, Community Safety, Communications and Website Implications
7.1
  None specific to this report.

8.  
Recommendations

That the Committee recommends the Executive Committee:

8.1
to approve payment of a £20,000 one off grant to Watford Credit Union to be used for the purposes described in appendix A in addition to the set up, administration and application costs as set out in  paragraph 2.10  above.
8.2 
that minor amendments to the Service Level Agreement are delegated to the Director of Communities and Environmental Services and the Environment Portfolio Holder.

Report prepared by:
Nyack Semelo-Shaw





Head of Housing

Data Quality

Data sources:

Ministry of Justice Mortgage & Landlord Possessions Statistics

TRDC Locata Housing Options Module.
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Appendix A - Service Level Agreement with Watford Credit Union
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