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Local Decisions: a Fairer Future for Social Housing

Consultation response: West London Housing Partnership

This response is submitted on behalf of the West London Housing Partnership and is intended to complement individual borough responses. The response is limited to areas where there is consensus or where the proposals impact on partnership working in west London. 

As well as addressing some of the consultation questions where appropriate, what we have tried to do here is to tease out some of the likely impacts of the proposals, and more importantly to identify places where these proposal may clash with other government objectives to  produce unintended consequences.
1. Tenure Reform

1.1 Flexible tenancies

As individual landlords west London boroughs welcome the additional control over stock that the tenure reform proposals give.  
· There is concern that this is at the cost of individual tenants’ security and well being: reduced security of tenure could lead to less personal investment in communities, undermining cohesiveness and sustainability. 
· Minimum period: most borough feel that 5 years would be a reasonable  minimum period which would give greater stability to households, particularly those with young children. Some boroughs however,  welcome the flexibility that  a 2 year minimum period would give.
· There is some concern that if tenancies had to be reviewed on a large scale, this could be resource intensive and costly if appealed.

· There is also concern that fixed term tenancies could act as a disincentive to finding work if they are reviewed according to income.

· If tenants on higher incomes are required to leave the tenure, the concentration of benefit claimants is likely to increase on council estates.
1.2 Strategic tenure policy:

· RSLs operating across large number of boroughs will want to have their own tenancy agreements, and the extent of regard they have to local strategic policies may be limited.  
· Boroughs are concerned that the requirement for Registered Providers to ‘have regard’ to the local strategic tenure policy’ is to weak: Registered providers need to be in conformity with the local policy.
· RSLs will be under more pressure to use fixed term tenancies as this will be more attractive for their lenders.
· Tenancy terms risk becoming a political football in local elections and are potentially going to change radically with every change of political direction.
1.3 Affordable Rents

Although there are no specific consultation questions about the new affordable rent regime, this is a major area of concern for West London Boroughs.
· Guidance is needed on what constitutes a ‘market rent’ from which the 80% affordable rent level is calculated. The recent West London Housing Market Assessment shows that most  people on average incomes occupy lower quartile private rented accommodation, so it could be argued that this (the 25th percentile) is a reasonable point to use as a definition of a ‘market rent’.  Affordable rents should therefore be calculated at 20% below the 25th percentile.

· An alternative option would be to calculate affordable rents in relation to local average household incomes.

· Many commentators have however used the LHA rates as a rough approximation of what affordable rents are likely to be. On this basis however, it quickly becomes clear that in west London, no family sized ‘affordable’ housing is going to be affordable for people on the average working household income of £26k per year. Affordable in this context is taken to be the definition used by the London Plan (40% of net income spent on housing – see appendix). 

· In order to afford ‘affordable’ housing in  most of West London, calculated on this basis, you would have to be a higher rate tax payer.

· The combination of the lack of affordability of larger units with the overall squeeze on funding for affordable housing will mean that it is unlikely that significant numbers of larger units will be built. As RPs have found with intermediate housing, it is very difficult to build larger intermediate units for sale, let alone for rent. Working families will have to choose to leave London, taking their skills with them, or go onto benefit. 

· The £500pw benefit cap is also problematic: families on benefit will be left with significantly less money to feed and clothe their children if they move into affordable rented properties. The impact on health, educational standards and other areas of social well being will be negative and there will be a knock on effect for better off households, as the general well being of  London suburbs deteriorates.

· This will have a major impact on the economy of the area: a mixed economy is not viable without cheaper social housing

· Will the new funding regime encourage new build?  Funding development through rental income rather than grant will be more expensive: funding will come in over 30-40 years rather than via an up front capital grant. RSLs will be forced to borrow to a much greater degree than at present, and they will be vulnerable to small changes in market conditions. Without the cushion of capital funding, schemes will be very exposed. Building affordable housing will no longer be a low risk option, and borrowing will become more expensive for RLS.
· Lenders will be less keen to lend on larger units as arrears tend to be higher

· The effect may be that fewer homes will be built and in particular, fewer family sized homes. This will lead to worsening housing conditions for the poorest households who will resort to poorer quality private rented accommodation, possibly shared with other families.  

· Regeneration schemes: where existing estates are being regenerated and existing secure tenants are rehoused in new build homes, the new build will have to be funded by affordable rents. Thus existing tenants will be faced with much higher affordable rents when the works are complete. If the tenants cannot be charged higher rents, regeneration schemes become unviable.
· If tenants in housing need (by definition people on low incomes) are to be housed in the new affordable rent tenancies, they will be forced on to Housing Benefit even if they are working. This will increase the overall cost of Housing Benefit.
· Rent levels will vary significantly according to tenancy type, rather than the size or location of the property. RSLs will have to manage neighbours with wildly different rents for no apparent reason.
· It is cheaper in the long run, to fund new social housing via direct capital grant, rather than to fund it indirectly via long term housing benefit. 
2. Empty Homes
2.1 New Homes Bonus

Boroughs are supportive of offering incentives for bringing empty homes back into use through the New Homes Bonus, but have major concerns about the practicalities of using the council tax register as the basis for assessing the amount of bonus due. 
· Council tax registers are not, as they stand, a reliable means of assessing the number of empty homes in an area.
· If the council tax register is to be used there need to be far stricter rules about how the information on empty homes is gathered and recorded.
2.2 Capital funding for empty homes
The proposal to give RPs the £100m capital funding for bringing empty homes back into use is also problematic. 
· Since 2006 West London boroughs have worked together to develop an extremely effective scheme that, since April 2008,  has brought 589 empty properties back into use for social housing at an average cost of c. £10k per unit. In addition to this numerous properties were brought as private rented or for sale. 

· Finding and persuading owners of empty properties to bring them back into use, is a time consuming task which RSLs are not keen to engage with until the property is ready to let.  
· It is unlikely that RSLs will bid for this money, and the existing, very effective Local Authority run empty properties programme will stall.

· Local Authorities need to have the option of offering grant funding to owners as an important tool in the armoury for bring empty homes back into use. 
· At the very least, boroughs (or groups of boroughs) need to be able to bid for this money. The small amount of funding available via the New Homes Bonus is not sufficient to support the LA programme.

3. Allocating Social Housing

3.1 Waiting Lists

West London boroughs welcome the changes to the allocation rules as these largely codify what boroughs are doing or planning to do. 
· Restricting housing waiting lists to households in housing need will reduce administrative costs and help boroughs to manage housing expectations. Over 50% of all housing applicants on the housing register have no demonstrable housing need.
· We do have some concerns that the freedom for boroughs to come up with different criteria for exclusion e.g. number of years resident in the borough, may make mobility more difficult.
· There is a possibility that people in housing need will not bid for affordable rented units because of the high cost (even though they may be on benefit), and that these units will stand empty for longer periods. If councils have taken households with no housing need off their lists, letting such properties could become problematic. 

· Furthermore, many councils require intermediate housing applicants to register  on their waiting lists.  Those with no housing need will no longer be able to register and will therefore not be able to apply for shared ownership/ intermediate rented products.
3.2 Reasonable Preference:
· We welcome the retention of the statutory reasonable preference criteria. However, as currently framed, we are concerned that people who are intentionally homeless or non priority homeless may have to be given a higher priority than priority need cases that have been discharged in the PRS (and are therefore no longer homeless).
· It is questionable whether ‘homelessness’ should continue to give reasonable preference, as in some ways this acts as a perverse incentive to make a full application as homeless to the local council rather that accept assistance without making an application. 
3.3 Transfer applicants
Boroughs welcome the additional flexibility given to allow them to prioritise transfer applicants outside the reasonable preference categories. 

· Local authorities are likely to want to prioritise working households and households with good tenancy records. There may be difficulties with mobility for existing tenants if other boroughs do not recognise the same priorities.

· It should be noted that the vast majority of transfer applicants in West London fall within the reasonable preference criteria, primarily because of overcrowding. This is likely to be the same elsewhere in London. 

· The main problem for transferring applicants is the lack of larger properties available to rent. Flexible tenancies will only apply to new tenants, and the proposed HB restrictions for under occupiers will only apply to households of working age, so neither of these policies will help address the problems faced by most transfer applicants seeking to move in the short term.

· As noted elsewhere, the likely reduction in larger new build homes will only exacerbate the problems of existing social tenants seeking a transfer.
4. Mobility

Boroughs support mobility in principle but in practice the idea is hampered by the severe lack of social rented housing. 
· There is tension between efforts to increase mobility for social tenants and the localism agenda: each borough wants, to a greater or lesser extent,  to limit access to its limited housing stock to its own existing residents. 
· In order to maximise the opportunities for cross borough and cross landlord mobility, policies should be designed in such a way as to ensure that variable tenancy terms do not restrict mobility. 
· A major barrier to mobility will be large rent differentials, particularly where these do not reflect a better quality or location of property.
· The more local variation you allow, the more complex the mobility system becomes. 

5.  Homelessness

5.1 Discharge of duty
West London boroughs welcome the proposed changes to the homelessness legislation.

· Boroughs will continue to use the PRS to prevent homelessness by offering it as an option to households to whom it would otherwise have to accept a duty to. Boroughs will also offer the PRS to discharge duty where households have not taken it as a prevention option. 

· Some homeless households e.g. the most vulnerable will still be offered social housing. 
· We think that boroughs should be able to find people intentionally homeless if they refuse a suitable offer of a PRS tenancy made to prevent homelessness. The proposed change is helpful, but it requires boroughs to accept a duty first, which would be unnecessary if this other proposal was adopted. Carrying out a full assessment and accepting a duty and then discharging it uses up more officer time unnecessarily. By making the change we suggest you will allow boroughs to free up resources from carrying out assessment and issuing decisions.
· We would also suggest that there need to be transitional arrangements or that his change is backdated, to prevent a late flood of homelessness applications before the changes come in. By way of a precedent, s.27 of the Housing Act 1988 took effect on 8th June 1988, whereas royal assent was not granted until November 1988.

5.2 The private rented sector
· There is currently suitable private rented accommodation in West London  that is affordable to people on HB but not to working households unless they also claim HB. 

· West London boroughs have been placing households in the PRS for years. This has been the main way in which homeless prevention has reduced homeless acceptances and the number of homeless households in TA. In the face of a shortage of purpose built social housing it has become the de facto social sector. Hence the rise in the HB bill.

· However, we have seen a reduction in supply in recent months. Landlords are worried about the reductions in LHA coming with the 30% percentile and the caps and are looking elsewhere for tenants. 
· We are concerned that the supply will not be sufficient to allow boroughs to take full advantage of the proposed change. In some parts of the sub-region, including most, if not all, of the RBKC and large parts of LBHF, Brent and Ealing, the reductions in LHA will mean that PRS is not affordable for households on benefit. 
· For large families, 5-bed accommodation will not be affordable anywhere in West London. 
· We are particularly concerned that the cap on benefits proposed as part of Universal Credit will mean that the whole of West London will be unaffordable for families with 3 or more children. 
5.3 12 month ASTs

· We consider that 12 months is the longest period that would work as a minimum fixed term, as landlords tend not to want to tie themselves into a 2-year tenancy with a new tenant.  Indeed, we think that a minimum fixed term of 6 months or 12 months with a break clause would be better. This change would help with procurement locally, which is becoming harder, as some landlords are reluctant to give a 12 month AST. When they give a 6-month AST, it will generally be extended. 
· The 2-year rule would ensure that anyone who does lose their accommodation after 6 months would be picked up automatically. 
· We feel that boroughs should also be able to discharge duty by offering a non secure tenancy in private sector leased accommodation with the local authority, or an AST with an RSL in leased accommodation, on a contractual tenancy. This type of tenancy would only be brought to an end if the tenant breaches the terms of the tenancy agreement, so it does offer a settled solution

6. Overcrowding
The primary cause of overcrowding in social housing is lack of larger units.  Approximately 25% of all social rented homes in west London are 3 bed or more, compared to around 65% of owner occupied stock. 
There are, as in other sectors, a considerable number of under occupiers in larger social housing units, many of whom are older existing tenants whose security is protected under these proposals. An option would be to introduce a ground for possession iof ‘suitable alternative accommodation’ being available.
The Government needs to come up with proposals that address the lack of larger properties for low income families in London if they want to boost the economy and ensure a vibrant mixed community in our capital city. Working families need homes they can afford in places that are near (enough) to lower paid jobs. 
	Household income required to afford 'affordable rents' assuming these are limited to 80% of median market rents, up to a maximum of £400 per week. 

	 Table 1 
	 Estimated 80% median market rent up to maximum of £400pw (based on projected LHA rates) 
	 
	Income required using housing costs as 40% net income (London Plan Affordability calculation)

	 Broad Market Rental Area (for illustrative purposes) 
	 1 bed  
	 2 bed  
	 3 bed  
	 4 bed  
	 
	 1 bed  
	 2 bed  
	 3 bed  
	 4 bed  

	 South West Herts: Hillingdon                                                             
	 £ 143.84 
	 £ 184.11 
	 £ 212.88 
	 £ 333.70 
	 
	 £26,713.14 
	 £    34,191.86 
	 £39,534.86 
	 £  61,972.86 

	 Central London: Hammersmith & Fulham, Kensington & Chelsea  
	 £ 250.00 
	 £ 290.00 
	 £ 340.00 
	 £ 400.00 
	 
	 £46,428.57 
	 £    53,857.14 
	 £63,142.86 
	 £  74,285.71 

	 North West London: Brent, Ealing, Harrow, Hillingdon  
	 £ 166.85 
	 £ 205.97 
	 £ 258.90 
	 £ 310.68 
	 
	 £30,986.43 
	 £    38,251.57 
	 £48,081.43 
	 £  57,697.71 

	 Outer South West London: Hounslow                                                  
	 £ 178.35 
	 £ 218.63 
	 £ 276.16 
	 £ 345.21 
	 
	 £33,122.14 
	 £    40,602.71 
	 £51,286.86 
	 £  64,110.43 

	 Inner West London: Brent, Ealing, Hammersmith & Fulham  
	 £ 220.00 
	 £ 277.00 
	 £ 333.70 
	 £ 400.00 
	 
	 £40,857.14 
	 £    51,442.86 
	 £61,972.86 
	 £  74,285.71 

	 Outer West London: Ealing, Hillingdon, Hounslow  
	 £ 161.10 
	 £ 195.62 
	 £ 230.14 
	 £ 276.16 
	 
	 £29,918.57 
	 £    36,329.43 
	 £42,740.29 
	 £  51,286.86 

	 Inner North London: Brent, Ealing, H&F, K&C  
	 £ 215.00 
	 £ 290.00 
	 £ 370.00 
	 £ 400.00 
	 
	 £39,928.57 
	 £    53,857.14 
	 £68,714.29 
	 £  74,285.71 

	Average West London 
	 £ 190.73 
	 £ 237.33 
	 £ 288.83 
	 £ 352.25 
	
	 £35,422.08 
	 £    44,076.10 
	 £53,639.06 
	 £  65,417.86 

	
	
	
	
	
	
	
	
	
	

	Only these areas have rents low enough to be affordable to households on the average household income of £30,168k in London (CACI data 2009)
	
	
	
	
	
	
	
	
	


Appendix 1: Affordability of Rents based on projected LHA rates
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