HOUSING COMMITTEE
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at
19:00
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Members of Housing Committee
Gordon Craig - Member, Elizabeth Peters - Member, Lesley Reeves - Member,
Emma Sims - Member, Deborah Young - Member, Doina Cornell - Vice Chairman,
Gary Powell - Member, David Rees - Member, Stephen Robinson - Member, Mattie
Ross - Chairman, John Marjoram - Member, Caroline Molloy - Member

FIRE EVACUATION PROCEDURES
FOR VISITORS AT EBLEY MILL
•

Upon hearing the fire alarm, visitors should immediately evacuate the building
by the nearest fire exit. These are located at the rear of the chamber, and the
side door leading to the roof garden, marked as Fire Exits.

•

Proceed to the main staff car park, and assemble at the NB sign.

•

DO NOT stay, or return, to collect personal belongings.

•

DO NOT use the lifts when the alarm is sounding

•

Visitors must remain at the assembly points until permission is given to leave.

•

Visitors must not leave the site until instructed to do so.

For details of future meetings please see the website – www.stroud.gov.uk
ALL MOBILE PHONES/PAGERS SHOULD BE SWITCHED OFF OR SET TO
SILENT MODE BEFORE THE START OF THE MEETING.
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17 OCTOBER 2014

HOUSING COMMITTEE
A meeting of the Housing Committee will be held on TUESDAY, 28 OCTOBER 2014
in the Council Chamber, Ebley Mill, Ebley Wharf, Stroud at 19:00.

David Hagg
Chief Executive
AGENDA
Please Note: This meeting will be filmed for live or subsequent broadcast via the
Council’s internet site (www.stroud.gov.uk).
(
). The whole of the meeting will be
filmed except where there are confidential or exempt items, which may need to be
considered in the absence of the press and public.
The images and sound recording may be used for training purposes within the
Council.
Whilst the public seating areas are not directly filmed, particular camera shots around the
Chamber may capture persons seated in the public areas. If you ask a question in
accordance with the procedures
res in the Council’s Constitution and use a microphone for this
purpose, then you will be deemed to have consented to being filmed. By entering the Council
Chamber and using the public seating areas, you are consenting to being filmed and to the
possible use of those images and sound recordings for webcasting and/or training purposes.
If you have any queries regarding the above, please contact Democratic Services.
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Agenda
da Publishe
Published: 17 October 2014

1

APOLOGIES
To receive apologies of absence.

2

DECLARATIONS OF INTEREST
To receive declarations of interest.

3

MINUTES - 16 SEPTEMBER 2014
To approve and sign as a correct record, the Minutes of the meeting of the
Committee held on 16 September 2014.

4

PUBLIC QUESTION TIME
The Chair of the Committee will answer any questions from members of
the public, submitted in accordance with the Council's procedures.
DEADLINE FOR RECEIPT OF QUESTIONS
Noon on Thursday 23 October 2014.
Questions must be submitted in writing to the Chief Executive,
Democratic Services, Ebley Mill, Ebley Wharf, Stroud, and sent by post,
by fax (01453 754957), or by Email: democratic.services@stroud.gov.uk.

5

WORK PROGRAMME
To consider the Committee's work programme and update accordingly.

6

AN ASSET STRATEGY FOR HOUSING FOR OLDER PEOPLE
To agree to develop an asset strategy to secure a stock of Council owned properties
for older people.

7

QUARTERLY PERFORMANCE UPDATE FROM SCRUTINY
COUNCILLORS
To receive a verbal update from Councillors Debbie Young and Lesley Reeves.

8

NAILSWORTH COMMUNITY LAND TRUST
To report on progress on negotiations with Nailsworth Community Land Trust.

9

METHODS WHICH COULD DELIVER INCREASED NUMBERS OF
COUNCIL OWNED HOUSING STOCK
To consider options available to increase the number of housing stock owned by the
Council.

10

TENANT INVOLVEMENT AND COMMUNITY DEVELOPMENT UPDATE
To receive an update on Tenant Involvement and Community Development activities.

11

MOVING TO A 52 WEEK RENT CHARGE
To advise Committee of the need to change to a 52 week rent cycle.
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12

MEMBERS' QUESTIONS
See Agenda Item 4 for deadline for submission.
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HC.2014/15

HOUSING COMMITTEE

3

16 September 2014
7.00 pm – 8.56 pm
Council Chamber, Ebley Mill, Stroud
Minutes
Membership:
Councillor Mattie Ross (Chair)
Councillor Doina Cornell (Vice Chair)
Councillor Gordon Craig
Councillor Caroline Molloy
Councillor John Marjoram
Councillor Liz Peters
P = Present
A = Absent

P
P
P
P
P
P

Other Councillors Present:
Councillor Geoff Wheeler
Councillor Nigel Cooper

Councillor Gary Powell
Councillor Lesley Reeves
Councillor Mark Rees
Councillor Steve Robinson
Councillor Emma Sims
Councillor Debbie Young

A
P
A
A
A
P

Councillor Tom Williams
Councillor Nigel Studdert-Kennedy

Officers Present:
Carl Brazier - Strategic Head (Tenant Services)
Tim Power - Head of Housing Management
Kevin Topping – Tenancy Operations Manager
Mark Humphries - IHP Project Manager
Ian Garrett - Principal Accountant
David Stanley - Accountancy Manager
Leonie Lockwood - Business Development Manager

Before the business of the formal meeting began the Chair made two
announcements.
The Chair welcomed Members and Officers to the meeting.
The Chair read out a statement regarding a death in a sheltered housing unit on 5
May 2014
The Chair announced an HQN award for Income Management. The Chair thanked
the officers and congratulated everyone involved in attaining this award.
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Subject to approval
At the next meeting

HC.2014/15
The Chair asked the meeting if it was willing to hear an update on the Sheltered
Housing Review, as this item was not on the Agenda. It would be taken after
Agenda Item.9.
HC.015

APOLOGIES

Apologies for absence were received from Councillors Steve Robinson, Gary
Powell, Mark Rees, Emma Sims
HC.016

DECLARATIONS OF INTEREST

None received.
HC.017

MINUTES

RESOLVED

That the Minutes of the Meeting held on 24 June 2014 are
confirmed and signed as a correct record.

HC.018

PUBLIC QUESTION TIME

None received.
HC.019

WORK PROGRAMME

It was agreed that the following items be added to the work programme for 2014/15.




Briefing Paper on the impact of the removal of the spare room subsidy –
‘Bedroom Tax’.
Oral Report on quarterly performance – monitoring of performance of projects
and contractors – key performance indicators.
Report on Tenant Involvement and Community Development Update – to
include discussions on tenant scrutiny to be given at Housing Committee on 28
October 2014.

RESOLVED

To note the work programme, subject to the inclusion of
the above in the 2014/15 work programme.

HC.020

BUDGET MONITOR REPORT 2014-15 Q1

Ian Garrett, Principal Accountant presented the above report for the first 4 months of
the year.
The following key points were made:





Quarter 1 – includes the first four months of the year up to 31 July 2014.
£14.3m is the estimated capital spend - broken down as £10.4m on Major
works £3.9 m on new build and development.
£3.3m on revenue planned, responsive and void maintenance and repairs.
£1m on none new build works.
£5.7m of capital slippage (net of a transfer of £1.5 million to reserves) of which
£4.7m is new build and £1m non new build. £3.4m of new build slippage
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relates specifically to Top of town, Stroud, all funding remains committed and
will be spent in 2015/16.
Early identification of slippage means £5.4 of borrowing not required this year.
This will avoid £160,000 in interest.
New Build - dramatic increases in build costs over the last 3 months due to a
shortage of labour and materials £1.5m earmarked reserves to address the
increased costs. £900,000 of capital funding reallocated between programmes
to deliver schemes and work within budget.
£5.9m of grant secured for meeting ‘decent homes’ funding. In Q1 received
£1.48m which will boost HRA resources.

During the discussion the following comments were made:








Concerns over contracts awarded 2-3 years ago and rising costs.
Shortage of bricks – other methods of construction have been considered –
such as timber frame. This is a national trend.
Need to ensure value for money for our tenants
Have identified the potential cost increases and earmarked reserves.
Need to have an assurance that provision of renewable energy will not be
comprised in new housing, as bills must be kept low for tenants.
Earmarking £8m on renewal projects over a 4 year period
Stroud Council Housing Forum and Housing Committee would always be kept
up-to-date of progress.

There was a debate on the following








Councillor Caroline Molloy proposed a sum of £40,000 be added to the
Contingency fund, to investigate matters being raised by people relating to
Welfare reforms. Tenants may not be aware they can claim for arrears. Legal
test cases are progressing through the courts at the moment and when the
outcome of these are known the Council needs to be ready to act for our
tenants.
Councillor Mattie Ross commented that this should firstly be discussed at
Stroud Council Housing Forum. There is an agreed procedure of taking issues
to Services Development Groups – Stroud Council Housing Forum – Housing
Committee
There has been a fund put aside which has been agreed by Housing Forum in
cases of emergency.
The Council has a contingency of £35,000 for issues surrounding spare room
subsidy.
Officers advised Councillor Molloy of the extensive work undertaken in this
area to support tenants and offered the opportunity to meet to discuss this
matter further

Councillor Molloy then proposed an emergency Housing Committee which was
seconded by Councillor John Marjoram - to discuss the issue of the spare room
subsidy and how the Council can help tenants.
This was taken to a vote but was not agreed by Committee.
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RESOLVED

(a) to note the outturn forecast for the Housing Revenue
Account and the Capital Programme for 2014/15
(b) Housing Committee to recommend to Strategy and
Resources committee to approve the virements and
transfers to earmarked reserves as set out in Table 4.

HC.021

IN-HOUSE PROVIDER

Mark Humphries, IHP Project Manager updated the committee on the progress of
in-house provider for gas servicing and maintenance ad hoc boilder replacements
and servicing of renewable energy installations.
There will be three SDC project teams working on the approval process – Human
Resources, Information and Communication Technology and Procurement.
Key critical milestones are detailed in the report.
The following comments were made:




A Customer Project Team would be set up, tenants would be involved in the
approval process
The in-house service would need support from Finance, HR and Legal relating
to staff being transferred to SDC.
Committee would receive updates on a regular basis as this project develops,
and an update would be given at Housing Committee on 16 December.

RESOLVED

To implement the in-house provider for gas servicing and
maintenance, ad-hoc boiler replacements and servicing of
renewable energy installations.

HC.022

NEW BUILD PROGRAMME

Leonie Lockwood, Interim Business Development Manager gave an update on the
programmes.





Leonard Stanley – There is a slight delay, although tenders are now out with a
return date of the 22 October. By Housing Committee on 16 December there
will be an update on progress.
Four small sites are also out to tender with a return date of the 14 October.
Top of Town, Stroud there will be two phases – Phase 1 will be completed, and
then tenants from phase 2, who have not yet been decanted will be moved to
phase 1.
Build costs have increased due to shortage of labour and materials.

The following comments were made:



Stroud District Council are one of the few Councils delivering a new build
programme.
Housing to arrange an information evening for Members to explain all these
schemes.
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Housing to arrange to a trip to Minchinhampton for the topping out of the
houses.

RESOVLED

to note the current progress of the New Build and
Development Programme

HC.023

MOVING TO A 52 WEEK RENT CHARGE

Kevin Topping, Tenancy Operations Manager advised the Committee of the need to
change to a 52 week rent charge.
It is proposed that this system would be up and running by 1 April 2015 so the
pitfalls are identified ahead of implementation. Further communication and
awareness raising with tenants will take place in the new year.
Universal Credit will be applied in Stroud during 2015. Rent will be collected by
Direct Debit, so all tenants will have to be set up with a bank account to receive
payments. Universal Credit currently only affects those people of working age – 18
– 65. Universal Credit will be administered by DWP replacing local benefit
departments.
The Tenancy Management Service Development Group and Stroud Council
Housing Forum have been updated on this change.
The following comments were made:



Universal Credit would change the way money is paid to tenants.
SDC are working with tenants to make sure that they would not be
disadvantaged by the change.

RESOLVED:

That the report is suitable for implementation subject to
tenant consultation.

HC.24

UPDATE ON SHELTERED HOUSING REVIEW

Tim Power, Head of Housing Management gave an update on Sheltered Housing
Review.
His presentation included the following points:







Staff and Unison have been consulted and informed of the changes.
Pre transfer notice has been served to Veolia to end the contract. Staff from
Veolia would transfer to SDC.
Recruitment of staff to the new posts is currently taking place.
Policies and procedures are up-to-date and in place, in consultation with the
Chartered Institute of Housing (CIH).
Staff will be introduced to tenants in all 21 schemes
Progress reports will be given to future Housing Committee meetings.

The following comments were received:
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Staff should be clearly visible to residents, uniforms will assist in this which has
been agreed.
Members appreciated the hard work undertaken with cross party working and
officers.

HC.25

MEMBERS’ QUESTIONS

The following questions were received from Councillor Gordon Craig
Question 1 – Local Lettings Policy
Would officers please provide an update of progress regarding a move towards a
local lettings policy and include a gantt chart outlining key stages and time lines.
This is an important issue for members across all political groups which on the
surface seems to be going nowhere.
Answer:
Your question refers to a local lettings ‘policy’, but I wonder if you mean ‘local
lettings plan’?
A local lettings plan must be specific to an individual location, and will serve to
support a community on any given issue, for example, seeking applicants to be over
specific age, where there is good cause to require this. As a result, a local lettings
plan will be drafted on an ad hoc basis; by way of an example, a local lettings plan
covering the Council’s new build properties in Minchinhampton has been drafted
and will be consulted upon with relevant members shortly. This approach will
continue to be adopted, as further new build properties are built throughout the
district, again with relevant member consultation.
Our current lettings ‘policy’, is the Gloshomeseekers choice based lettings process.
To change this would be a far greater undertaking and would have significant
implications on the Council’s lettings arrangements. Replacing Gloshomeseekers,
would require us to develop new policies, consult on these with the community,
publicise a wholly new way of advertising and receiving bids for vacant properties,
as well as purchasing our own allocations and lettings software, to replace our
current IT, provided via our partnership within the Gloshomeseekers system. It is
questionable whether this would bring significant benefits that would justify such a
radical change.
I cannot provide a Gantt chart for the development of a local lettings plan, as these
can and will be developed quickly on an ad hoc basis, specific to any new build
scheme.
Supplementary Question:
Councillor Craig commented that he was surprised by answer as the Chair and
previous Vice-Chair had intimated personal support across the whole of SDC
housing stock. There is huge support locally, a lot of local people want to live locally
and want to have priority as a local person.
Answer:
Letting policies are the remit of Community Services and Licensing Committee, a
possible joint meeting with the Chair and Vice Chair of both Housing and
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Community Services and Licensing Committee could be considered to discuss this
issue.
Question 2: Advertising available Council Property
I feel that in parishes, local people are not necessarily as aware as they could be of
soon to be available local council properties. Would it be possible to consider
sending monthly lists of soon to be available properties " ie before they become
void" to parish councils and ask them to post the list on their parish notice board and
or publish in their parish newsletter to give local people a heads up, create interest
and put pressure on fast completion of voids.
Answer:
A list of current vacancies is provided to parish councils now, along with other
community hubs throughout the district. A list of these locations is attached.
Providing a list of properties that will soon become vacant, or ‘before they are void’
would not be appropriate, for the following reasons:
 There lettings status or availability may change, i.e. by being directly matched,
which we do in cases where a tenant requires an urgent decant, or a social
services referral for a specific property, such as a disabled adapted one, is
received, meaning that a vacant property would then not be advertised.
 It may raise unreasonable expectations for some applicants. Where the current
process is transparent and equal to all, prior notification, may ‘get a residents
hopes’ up, leading to potential disappointment. Allocations will only be made in
line with stated policy and an applicant’s priority.
 At what point do we regard a property as nearly ready to let (it may fail a
completion inspection, or some other reason for delay and require further work
thus having to then be removed). This would add additional complication and
process to the void process, with additional stage targets being added, which
could prove counter productive.
 It is unclear what real benefit this would offer to customers. The current system,
does advertise with certainty, to do so before this is the position, would create a
less certain position, potentially damaging the credibility of the letting process.
Supplementary Question:
Could direction be given to parishes on advertising the vacancies – perhaps on their
website or parish notice boards - many lists are not advertised widely enough.
Answer:
The Chair replied that this could be investigated.

The meeting closed at 8.56 p.m.

Chair
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Agenda Item 5
Stroud District Council
Housing Committee Work Programme 2014/15
24 June 2014
1. Work Programme
2. Sheltered Housing Service Final Report (Tim Power/CIH)
3. Housing Revenue Account Outturn 2013/14 (David Stanley)
4. Tenant Photo Identity Cards to Counter Tenancy Fraud (Nick Jermyn)
5. Homes and Communities Agency (HCA) Grant (Peter Stoate)
6. SDC Woolaways Regeneration Programme (Peter Stoate)
7. Task and Finish Group to develop an “In-house provider” (Mark Humphries
– oral update)
8. Performance for 2013/14 (Carl Brazier)
9. Appointment of Performance Monitoring Representatives
10. Appointments to Outside Bodies
16 September 2014
1. Work Programme
2. Budget Monitoring Report 2014/15 Q1 (Ian Garrett)
3. In House Provider Update (Mark Humphries)
4. Council New Build & Development Programme Update (Leonie
Lockwood)
5. Moving to a 52 Week Rent Charge (Kevin Topping)
28 October 2014
1. Work Programme
2. Quarterly Performance Update from Scrutiny Councillors – Verbal update
3. Sheltered Housing Assets (Tim Power / Joe Gordon / CIH)
4. 52 Week Rent Review – Kevin Topping
5. Methods to deliver increased numbers of housing stock – Carl Brazier
6. Nailsworth CLT update (Andy Nash)
7. Tenant Involvement and Community Development Update – Kelly Headley
(Discussion Only)
BRIEFING PAPER - Tenancy Agreement Review – Nick Jermyn
16 December 2014
1. Work Programme
2. HRA Revised Budget 2014/15 and Draft Budget 2015/16 – Ian Garrett
3. Budget Monitoring ½ year report – Ian Garrett
4. Self Build – Andy Nash
5. Sheltered Housing Update (Tim Power)
6. New Build Programme – Leonie Lockwood
7. Tenancy Agreement Review
BRIEFING PAPER – Spare room subsidy
BRIEFING PAPER – In House Provider Update
24 March 2015
1. Work Programme
2. Budget Monitoring Report 2014/15 Q3 (David Stanley)
3. Sheltered Housing Update (Tim Power)
4. New Build Programme
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Task and Finish Groups
Title
In House Provider

Membership
Councillors Chris Brine,
Mattie Ross and Tom
Williams

Date Established
20 March 2014
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STROUD DISTRICT COUNCIL
HOUSING COMMITTEE

AGENDA
ITEM NO

6

28 OCTOBER 2014
Report Title
Purpose of Report

Decision(s)

Recommendation
made by the Stroud
Council Housing
Forum
Consultation and
Feedback

AN ASSET STRATEGY FOR HOUSING FOR OLDER
PEOPLE
To agree to develop an asset strategy designed to secure a
stock of Council owned properties for older people that is fit
for purpose, and reflects best practice standards, with the
strategy being developed in consultation with tenants, older
people and others in the community.
Committee RESOLVES:
1. to develop a local housing accommodation standard for
Sheltered Housing and Independent Living
2. to appraise each of the Sheltered Housing scheme
properties to determine those that are suitable for
independent living by older tenants
3. to consider the timetable and process to be followed to
generate options, to be subject to consultation, with those
responses then being reported back to Committee for
consideration and decision.
At its meeting on 15th October 2014 Stroud Council Housing
Forum recommended that Housing Committee approve the
recommendations set out in this report.

The Sheltered Housing Service Review carried out by CIH
has included extensive engagement with tenants and the
community. CIH has also carried out research to assess
each SDC sheltered housing scheme against a CIH Sheltered
Housing Accommodation Standard. This report seeks
authority to develop a set of agreed local standards for the
Council’s older person’s housing stock in consultation with
tenants, older people and others in the community.
Financial
The outcome of the consultation could recommend a
Implications and Risk significant investment in sheltered housing within a medium
Assessment
term (5 year) timescale. In that instance it would place a
significant financial pressure upon the HRA to fund works
within that period.
Options that may be considered in such a scenario could be:
●
●

Housing Committee
28 October 2014

defer the work beyond 5 years

Page 15 of 178

Agenda Item 6

Financial

Implications and Risk
Assessment


start the work now but complete it over a longer
timescale, with a lower annual expenditure
undertake the work through another organisation e.g. a
company wholly owned by SDC which could allow for
further borrowing to be secured

Ian Garrett – Principal Accountant
Tel: 01453 754344
Email: ian.garrett@stroud.gov.uk
Report author comment on the Risk Assessment

Legal Implications

There are risks associated with housing stock occupied by
some older frail tenants which may not be appropriate to their
future needs. There are also risks involved in managing, and
including tenants within, the process of considering future
standards and options.
‘Sheltered housing’ is a general term covering a wide range of
housing. There are no specific national standards for
Sheltered Housing. There are general standards that apply to
all social housing, such as the Decent Homes standard.
However, CIH as an independent consultancy has developed
its own best practice standards to use when undertaking
review work for housing providers. It would be good practice
for the Council to develop its own local housing standards.
The Council has a legal duty under the Housing Act 1985 to
consult secure tenants on matters of housing management
which are likely to affect them. This includes matters that
relate to the maintenance, improvement or demolition of
properties let to secure tenants.
The Council will therefore need to continue to consult tenants
on the findings from the asset review before any decisions
are made on existing properties.

Report Author
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Zoe Lash, Solicitor
Tel: 01453 754362
Email: zoe.lash@stroud.gov.uk
Tim Power, Head of Housing Management and Joe Gordon,
Asset Manager
Tel: 01453 754155 /01453 754190
Email: tim.power@stroud.gov.uk / joe.gordon@stroud.gov.uk
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Options

Performance
Management Follow
Up
Background Papers/
Appendices

CIH has assessed each SDC sheltered housing scheme
against a set of ‘best practice’ criteria that it has developed
through its wider work with the housing sector. The
development of agreed local standards for SDC will enable
the council to work with tenants and others to consider the
range of future options available for making best use of the
current stock of older people’s properties.
The strategy will be developed in 2014 – 15.
Appendix A – Chartered Institute of Housing – Sheltered
Housing Asset Review September 2014
http://www.stroud.gov.uk/cmislive_public/Meetings/tabid/
70/ctl/ViewMeetingPublic/mid/397/Meeting/71/Committee/
7/Default.aspx

1.

Report

1.1

Appended to this report is a further report from the Chartered Institute of
Housing (CIH) concerning the Council’s sheltered housing. This further report
from CIH concerns the council’s sheltered housing accommodation assets. It
complements the previous report received at Council in July 2014, concerning
sheltered housing support services.

1.2

CIH has undertaken an assessment of the long term suitability of the current
sheltered housing stock which consists of 29 schemes built over a thirty year
period to differing designs and standards and offering different types of
accommodation. Many schemes themselves contain a range of types and
sizes of properties including separate blocks and clusters of properties.

1.3

The appended report contains an assessment of each of the schemes against a
‘fit for purpose’ standard for sheltered accommodation. This standard has been
developed by CIH based on the hallmarks of best practice and with reference to
the features, facilities and attributes required to best meet the future needs and
aspirations for housing in later life.

1.4

The CIH report also considers what is termed the ‘financial performance’ of the
sheltered housing stock. This measures all the income that will be generated by
the schemes and then takes off all the costs of maintaining and investing the
schemes over a 30-year period net of financing and other costs. The outcome is
an assessment of the long term financial viability of the schemes.

1.5

The recommendations in the CIH report (pages 24 – 27) are that, working in
partnership with residents and other stakeholders, the Council should: 1)
develop and implement a shared vision and strategy for its stock of sheltered
and independent living accommodation; 2) develop and implement a Locally
Determined Accommodation Standard and; 3) develop Independent Living
accommodation which would provide more housing choice for older people

Housing Committee
28 October 2014
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1.6

The CIH report is to be presented to this Committee by the lead consultant on
the asset review. The recommendations are in line with the decision of Council
of July 2014 to develop and implement a shared vision and strategy for a future
stock that focused on the need for high quality schemes that meet minimum
standards and to offer more housing choice including an independent living offer,
for older people.

1.7

The extensive consultation programme over changes to the support service has
not considered the future asset strategy for sheltered housing. The final
recommendations before this meeting is to consider the timetable and process to
be followed to generate options, to be subject to consultation, with those
responses then being reported back to Committee for consideration and
decision.

Housing Committee
28 October 2014
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STROUD DISTRICT COUNCIL
Sheltered Housing Review – Asset Review

CIH consultancy
Octavia House
Westward Way
Westwood Business Park
COVENTRY
CV4 8JP
t: 0844 561 1758
e: consultancy@cih.co.uk
w: www.cih.org/consultancy
Contact:
Richard Medley
Director
e: richard.medley@cih.org
October 2014
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Introduction
As part of a wider Sheltered Housing Review, we have carried out an Asset Review of the sheltered
housing portfolio of the Council. This element of our work has assessed how the characteristics,
attributes and ‘performance’ of the Council’s sheltered housing schemes, including in particular a
comparison against a ‘fit for purpose’ sheltered housing accommodation standard developed by CIH.
These findings have then been used to help identify a range of options and recommendations for
future restructuring and investment in the sheltered housing stock so it can better meet the needs of
current and future residents.

The Asset Review links with our wider Sheltered Housing Review given the shared impact and
implications of changing patterns of demand, changes in the external funding for housing related
support services and the need to respond more flexibly to government agendas on prevention and
personalisation of care. Thus, the purpose of the Asset Review has been to help shape and inform a
range of options for the Council’s future older person’s accommodation so it is ‘fit for purpose’ and fit
for the future.

Our Asset Review work has included:
•

Visits to all 28 sheltered schemes in December 2013 (for the purposes of this report George
Pearce Court and Trinity Drive are taken as a single scheme)

•

Assessment against the CIH ‘fit for purpose’ standard for sheltered housing accommodation

•

Capturing of scheme construction and characteristics

•

Reference to the accommodation standards being delivered by other sheltered housing
providers

•

Analysis of the assessment results

•

Development of summary findings

•

Development of options and recommendations to inform the future structure of and investment
in the Council’s sheltered housing accommodation, informing the Council’s wider Sheltered
Housing Review.
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The Asset Review has focussed in particular on the carrying out of individual Scheme Assessments to
rate each of the schemes against a set of ‘fit for purpose’ or ‘best practice’ criteria CIH has developed
for sheltered housing. The purpose of carrying out this exercise has been to develop an overview
understanding of scheme conditions, quality and attributes and to benchmark each individual scheme
against a wide ranging and comprehensive set of criteria. By assessing each of the schemes in this
way, the objective has been to establish their general/relative condition and quality, the presence and
standard of attributes/facilities, the relative extent to which they meet a ‘best practice’ sheltered
housing standard and then to draw informed conclusions as to the future investment needs, potential –
and potentially sustainability – of each of the schemes.

The Asset Review has been carried out in the context of considerable change. The expectations of
older people have risen sharply over recent times and, in many cases, bedsit/studio accommodation is
turned down by prospective residents with increasing demand and expectations for one bedroom, if
not two bedroom, accommodation. Coupled with the changes in care and support that have occurred
alongside these shifts in demand, many providers have implemented programmes of re-modelling.
In particular, sheltered schemes have struggled to cater for the more frail elderly that have sought
accommodation when independent living has become untenable.

The provision of ‘extra care’

schemes is more suited to providing the higher level of care that this group requires, although funding
restrictions are likely to place a considerable strain on providers of this type of accommodation and
are likely to have a significant impact on the potential growth in the numbers of these type of schemes.
Meanwhile, traditional sheltered housing schemes can often struggle to cope with the distinct needs of
the older client group, perhaps most notably the requirement for level access into and within the
property and the need to building design to cater for the increased number of residents living with
dementia.

ERoSH, the national consortium for sheltered and retirement housing, recognises that not all current
sheltered housing schemes are “fit for purpose” due to design and space deficiencies. As such, they
support approaches around investment, remodelling, re-classifying or provision of replacement new
build accommodation.
Thus, in our report we:
•

Examine the condition, performance and sustainability of the Council’s sheltered housing
schemes against the CIH ‘fit for purpose’ standard.

•

Examine the hallmarks to be found in the ‘best schemes’ and consider how the current and
future needs and aspirations of customers for housing in later life need to be reflected in
the facilities and attributes of the accommodation offer of the Council.
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Set out suggestions for how the Council could tailor its scheme maintenance, investment

•

plans and programmes so its sheltered housing accommodation better meets the particular
needs of older people.
Set out suggestions for how the stock of sheltered housing accommodation properties

•

could be reconfigured to better align the physical attributes of the buildings with the
differing range of resident needs.

Schemes Overview
As at 1 August 2014, the Council has a stock of 816 sheltered housing units managed as 28 schemes.
The number of units shows a small increase during the last two years owing to the creation of
additional units from some of the former resident manager accommodation at some schemes. The
stock is nearly all purpose built as sheltered housing.

The only exceptions are a small part of

Dryleaze House which has been converted from a former period house, Chapel Lane which was
designed and constructed as general needs housing and Ashcroft House that was originally
constructed as flats for private sale on the open market. All the accommodation dates from the 1950’s
onwards. Many of the schemes often include adjacent or nearby properties, either flats or bungalows.
All schemes, irrespective of their type/location have:
•

A communal lounge

•

Communal facilities e.g. laundry

•

Communal grounds.

Unit Types
Of the 816 units, nearly three quarters (74%) have one bedroom. Of the remaining units,138 (17%)
are bedsits having a combined living/bedroom area whilst 71 (9%) have 2 bedrooms.

Bedsit unit at Dryleaze Court

1 bedroom bungalow unit at Springfields
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455 of the 816 units (56%) are flats. The other 361 units (44%) are bungalows, of which 92 are bedsit
bungalows. It needs to be noted that these bungalows are of two types. There are 125 (15%)
traditional bungalows; these are located in more independent ‘clusters’ of properties, generally semidetached or in terraced blocks. However, the majority of the bungalows (236 or 29% of the total units)
are located within sheltered housing schemes and are typified by being accessed off an internal
corridor or an external, often covered, walkway.
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Scheme Types
Of the 28 schemes, 14 (50%) are purpose built flat blocks containing solely flats, 9 (32%) comprise a
combination of both flats and bungalows, whilst 4 (14%) comprise just bungalows.

It should be noted that many schemes contain different property types and in addition have different
designs, layouts and features. This means that properties of a similar type and number of bedrooms
may in practice vary considerably from other such units within the same scheme, as well as those
located elsewhere. There are 251 sheltered housing units that are either bedsits or upper level flats
with no lift access (this constitutes 30% of the sheltered housing stock). This means that some
properties in the same scheme may be entirely suitable whilst others are not, for example because of
their accessibility, separation of communal facilities and location along external paths or across roads.
This diversity is shown in the description of property types which is appended to this report. This
means that the outcome of an asset review of a particular scheme may not necessarily lead to the
same outcome for all its constituent properties, as some groups of dwellings and blocks may be more
suitable than others for frail older people in need of support and care, whilst others may be more
suitable for those who are more independent and active.
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Scheme Sizes
Three quarters of the schemes (75%) have between 21 and 40 units. Of these,12 of the schemes
(43%) have between 21 and 30 units, whilst 9 (32%) have between 31 and 40 units. Five schemes
(18%) 20 or fewer units whilst just two schemes (7%) have 41 or more units.

Construction Dates
The large majority of the schemes (22 or 78%) were constructed between 1950 and 1979. Five
schemes (18%) were constructed between 1980 and 1989 whilst only one scheme dates to 1990 to
1999.
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Asset Review
Assessment against the CIH Sheltered Housing Scheme Standard
There are no specific national standards for sheltered housing, albeit there are general standards such
as Decent Homes, Lifetime Homes and for Extra Care housing. However, CIH has used these,
together with a range of other guidance, to develop a CIH ‘best practice’ standard which CIH
consultancy uses as a tool to assist in the undertaking of its assessment and review work for housing
providers. There are recommendations for design in the HAPPI2 report November 2012. Housing
our Ageing Population: Panel for Innovation (HAPPI) was established in June 2009 to tackle the
following question: What further reform is needed to ensure that new build specialised housing meets
the needs and aspirations of the older people of the future?
The CIH Sheltered Housing Scheme Standard comprises 17 assessment categories and 78 individual
criteria and has been developed based on developing practice in the social housing sector. The
assessment categories include a wide range of factors including ‘locational’ issues, external property
attributes, internal communal area attributes, health and safety factors and individual accommodation
attributes.
The scoring/assessment mechanism attributes a score of 0 for ‘not applicable’, 1 for ‘fully meets the
standard’, 2 for ‘nearly/mostly meets the standard’, 3 for ‘partially meets the standard’ and 4 for
‘doesn’t meet the standard’. This means that a lower score is produced where schemes best meet the
standard, whilst a higher score is produced where schemes fall furthest short of the standard.
A schedule summarising the full assessment categories and individual criteria is provided at Appendix
1.
Summary Scheme Assessment
A summary of the results of the assessment of the Council’s Schemes against the CIH Sheltered
Housing Scheme Standard is provided at Figure 1. It gives an overall picture of how the schemes fare
against each of the 17 assessment categories. The green shading shows where the standard is fully
met, the yellow shading shows where the standard is ‘nearly met’, the amber shading shows more
moderate shortcomings whilst the red shaded boxes show more significant failure to meet the
standard. However, it needs to be noted that the total scheme score is an amalgamation of the
individual scores for each assessment criterion.

Therefore within each of the categories some

significant strengths and/or weaknesses for individual criteria can be masked by the scores for other
criteria within the category. Nevertheless, it provides a useful guide to the relative strengths and
weaknesses of the schemes against the main assessment categories.
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Figure 1 Scheme Assessment Summary

Looking across the 28 sheltered housing schemes, the notable strengths of provision in terms of the
meeting of the Standard are assessed as being:
•

Windows – generally good accessibility for opening, double glazed and many with low cills in
living area.

•

Kitchens – these are generally well designed with suitable attributes/facilities.

•

Toilets & bathrooms – these are generally well designed and, owing to a substantial level of
recent investment, frequently have a wetroom shower facility.

•

Health & Safety measures, all schemes having recently installed fire alarm and warden call
facilities and many schemes have attributes such as anti-slip flooring in kitchens and
bathrooms.

The most significant weaknesses of provision when assessed against the Standard are:
•

The presence of 138 bedsits; across 12 schemes (43%) is a significant issues.

•

Communal entrance accessibility issues; in particular 8 schemes (29%) that don’t have
automatic opening doors into the building/s and 14 schemes (50%) that offer poor levels of
wheelchair accessibility.
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•

Communal area accessibility issues; in particular, 13 schemes (46%) which have units above
ground floor which are not accessed by a lift and 17 schemes (61%) that have steps or ramps
in the internal communal areas.

•

Handrails; 17 schemes (61%) that have insufficient handrails in the corridor areas.

•

Lack of automatic lighting in 13 (46%) of the schemes.

•

Poor provision of ‘services’ rooms for hairdressing, chiropody etc. with 23 schemes (82%) not
offering such facilities.

•

Gardens; poor accessibility to them from 7 (25%) of the schemes.

•

Car parking; 14 schemes (50%) have fewer than 1 space for every two units of
accommodation.

•

Very low provision of dedicated storage facilities for mobility scooters.

•

Location; around two thirds of schemes falling short in terms of having good proximity and
ease of access to shops, services and facilities.

It is the weaknesses around bedsits, poor accessibility and location that are probably the most critical,
not only because of the significance in terms of providing an essential ‘minimum standard’ but also
because of the potential difficulties – in both practical and financial terms – of remedying or
overcoming the issue.

Scheme Assessment Rankings
The scoring mechanism used by the assessment process also allows for the 28 schemes to be
‘ranked’ in terms of their overall meeting of the 78 individual assessment criteria. This allows an
analysis of how well each of the schemes meets the CIH ‘best practice’ standard, with the lowest
scores illustrating schemes that most strongly meet the standard, and the highest scores illustrating
those schemes that fall most short of the standard.
The results of this assessment are shown at Figure 2.

This shows that the two lowest scoring schemes (best)

are Walter Preston Court and Dryleaze

House, followed by Hazelwood, St Nicholas Court, Draycott and Sherborne House. The poorest
scoring scheme is Malvern Gardens, followed by Cambridge House and Archway Gardens.

In

general, the ‘best’ schemes are those that are of more recent construction and that more closely meet
the construction and attributes of traditional ‘warden controlled’ flatblock accommodation. The poorest
scoring schemes are generally those which are older and those that are more akin to accommodation
intended for more ‘independent’ living;
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Figure 2 – total score rating by scheme

Summary Scheme Quality Rating
In addition to the detailed scheme assessments, CIH has also undertaken an ‘overview’ scheme
quality assessment, using a simple scoring mechanism to attribute a score for each scheme in respect
of the overall quality of six key factors:
•

the scheme;

•

scheme construction;

•

internal communal areas;

•

individual accommodation units;

•

external areas;

•

immediate/local environment.

Using a score of ‘1’ for excellent, ‘2’ for good, ‘3’ for moderate and ‘4’ for poor, this gives an optimum
quality score of 6 and a lowest quality score of 24. The individual scores for each scheme are
provided at Figure 3.

It can be seen that, in this assessment, the highest quality schemes are

considered to be Walter Preston Court, Dryleaze House and St Nicholas House whilst the poorest
quality schemes are considered to be Glebelands, Ringfield Close and Malvern Gardens.
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Figure 3 – scheme quality rating

Accessibility – Stairs, Steps and Slopes
The presence of stairs and steps across the sheltered housing schemes is particularly notable. 16
schemes (55%) have units above ground floor that are not accessed by a lift and well over half of the
schemes (61%) have steps or ramps in the internal communal areas. Whilst many of the steps within
the schemes are stairs leading up to units on the upper floor, at one particular flatblock scheme
(Glebelands) there are a considerable number of sections where there are several groups of steps. At
other flatblocks (Grange View, Hazelwood, Sherborne House and St Nicholas Court) there are sloping
corridors. Meanwhile, at many bungalow properties there are either one or more steps up into the
property.

Having good accessibility, ideally through the provision of level access, is a key criterion for a high
quality sheltered or older person’s scheme. Stairs, steps and slopes all either hinder, restrict or
prevent access to a large number of people in an older client group, increasing the potential for trips
and falls, reducing the lettability of accommodation and limiting the sustainability of tenancies as many
tenants will be forced to move when they can no longer manage without level access.
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Glebelands

Jenner Court

Malvern Gardens

Unit Sizes
During the scheme surveys, measurements were taken of the living room and bedroom sizes of the
principal unit types at each of the schemes. This has allowed a comparative assessment to be carried
out of the combined living and bedroom sizes at each of the schemes across the sheltered housing
portfolio.

This assessment reveals that the largest units can be found at Ringfield Close, Walter Preston Court
and Malvern Gardens with floor areas of over 28 sqm. Meanwhile, the smallest units are located at
Sherborne House and Ashwell House, with unit sizes below 16sqm. The average combined floor area
of living and bedroom accommodation in the Stroud Stock is 22.06sqm.
Floor sizes are important in providing ‘liveability’ of accommodation and in determining the on-going
suitability and lettability of accommodation given changing resident needs and demands.
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Figure 4 – Total living/bed space (SqM)

Site Densities
An analysis has been undertaken of the current density of development at each of the schemes,
produced by simply taking the total site area of the scheme and dividing it by the number of units at
the scheme. This gives an average site area (SqM) per unit.
This assessment reveals that the most densely developed schemes are Ashcroft House, Chapel Lane
and Vizard Close at less than 120sqm per unit. The least densely developed schemes are Broadfield
Road, Trinity Drive and The Corriett at more than 300 SqM per unit. By way of comparison, Ashcroft
House is more than 5.5 times more densely developed than Broadfield Road.
This analysis is useful for considering the potential scope, and financial viability, for additional
development, or potentially redevelopment, at schemes in order to make best use of, and maximise
the value for money of, the available land. However, it is important that the desire to achieve this
objective is balanced against factors such as the wider contribution of the properties in meeting
resident need and in meeting other strategic and corporate objectives.
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Figure 5 – Average site area (SqM) per unit

Voids
An analysis has been undertaken of void losses at each of the schemes over the period 1 April 2008
to 31 October 2013. This reveals a wide variation in void losses across the portfolio, ranging from
7.9% at Dryleaze Court down to 1.2% at Walter Preston Court. There are five schemes with void
losses running at higher than 5%; Dryleaze Court (7.9%), Vizard Close (6.5%), Upper Park Road (part
of Ringfield Close) (6.1%), Ashcroft House (6%), Hamfallow Court (4.9%), Cambridge House (4.6%),
In general terms, the analysis of voids confirms the Council’s general experience, with higher void
levels outside of the Stroud and Stonehouse locations and higher void rates at schemes with higher
numbers of bedsits.
Repairs Spend
Data on repairs expenditure (revenue repairs) for the sheltered housing stock has been provided for
the three financial years 2011/12, 2012/13 and 2013/14, grossing up the most recent year to give an
annualised figure. This shows projected annual revenue repairs expenditure for 2013/14 of £826,133
across all schemes, equating to an average of £1,018 per unit/dwelling. However, as expenditure can
vary from year to year, an average of the expenditure on revenue repairs for over the three year
period has been calculated. Whilst this evens out some of the expenditure at each scheme over the
three year period it nevertheless shows a wide variation between schemes, ranging from £397 per unit
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at Springfields Court up to £4,893 at Draycott (where there has been significant expenditure on
communal repairs). This analysis has been used to help inform the revenue repairs expenditure
inputs in the financial ‘performance’ assessments (NPV analysis – see below) for the schemes and
portfolio as a whole.
Non-traditional Construction Properties
The Council’s sheltered housing stock contains a number of properties/schemes that are of a nontraditional construction type. These are:
•

Ringfield Close (including Tanners Piece and Upper Park Road);

•

6 bungalows at Glebe Road (part of the Trinity Drive/George Pearce House scheme).

All these properties are of the ‘Reema’ construction type, a system of building using prefabricated
large concrete panels which came into being in the late 1940s and was still in use well into the 1960s.
There are two types of Reema construction, Reema Conclad, which is not on the Government’s
Defective Property List, and Reema Hollow Panel, which is on the Defective Property List. It is not
known which type of Reema construction the subject properties are and a specialist survey may be
required to establish this. Buildings made in this way are typically hard to heat, are prone to suffer
from condensation problems and can suffer from corrosion of the steel reinforcement within the
panels. But, with the installation of external wall insulation it can see them dramatically reduce their
heat loss with a consequent reduction in condensation problems and a slowing down of any rust
corrosion.

During the scheme visits, either water ingress or a severe condensation problem was observed at one
of the bungalow properties at Glebe Road, requiring urgent remedial works.

A specialist non-traditional construction survey may be required on these Reema properties to help
inform an appropriate investment strategy for the accommodation.

Ringfield Close

Glebe Road
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Scheme Manager Property Conversions
The Council took the decision in October 2011 to move away from sheltered housing staff being
resident at schemes. This has led to the ‘warden’ accommodation at all schemes becoming vacant.
However it should be noted that the Council has been leaving staff accommodation empty when it has
become vacant from as early as August 2008.

In order to make use of these vacant units, plans have been developed to re-configure this
accommodation into additional social rented units.

To date 12 former ‘warden’ units to be

reconfigured into a total of 20 units through a programme of refurbishment in which the existing
accommodation has been subdivided into smaller units. In one case, a former ‘warden’ house was
demolished as part of new build replacement units on the site. A further 17 former ‘warden’ properties
are ‘on hold’ pending the outcome of the Sheltered Housing Asset Review.

CIH has a number of concerns about the programme of scheme manager property conversions, given
the nature of the client group for whom the accommodation is intended and given the need and
appropriateness

in

some

cases

to

be

considering

wider

options

for

some

of

the

buildings/accommodation. These concerns are principally that:
•

12 of the sheltered housing flats that have been created in this way can only be fully accessed
by use of stairs, and with some of the staircases being particularly narrow and steep for an
older client group.

•

Three of the six new units to be constructed at The Corriett are upper floor flats with no lift
within a small new build block.

•

If converted in a similar manner 32 additional sheltered dwellings would be likely to be
created, of which 24 would have to be accessed by staircases and have no lifts. Some of
these new units are in buildings for which other potential future uses might be appropriate,
most notably where the accommodation is located above a communal lounge that is either in
a ‘standalone’ building or at one end of a block.

Net Present Value Analysis
We have assessed the financial performance of the sheltered housing portfolio using figures supplied
by the Council, using a range of cost assumptions for scheme repairs and investment where these are
available and assigning some ‘ball-park’ costs for remodelling works to overcome the principal
shortcomings around bedsits and poor scheme accessibility. This assessment uses the Net Present
Value technique.

Net Present Value (NPV) analysis is a tool that is increasingly being used by housing providers to
assess the long term performance and sustainability of schemes/portfolios. It analyses the financial
performance of a scheme/portfolio to see how it impacts on the organisation’s business plan using an
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operational cash flow model that takes into account all income and expenditure, net of financing costs.
The output is an NPV figure that illustrates whether the scheme/portfolio makes a positive or negative
contribution to the business plan over a defined period, frequently 30 years. The model has been
used to produce a ‘current NPV’ (see Figure 6) as well as a ‘remodelled NPV’ (see Figure 7) based on
works to convert three bedsits into two 2 bed flats.

This assessment reveals that:
•

The sheltered housing portfolio has a positive NPV of +£13.15m based on currently projected
investment.

•

The portfolio produces a much reduced (over 50% lower) NPV of +£6.27m based on bedsit
conversions, using standard assumptions.

•

The lowest scheme NPVs, based on current investment plans, are for Trinity Drive (part of the
George Pearce House scheme) at -£53,795, Glebe Road (again part of the George Pearce
House scheme) at -£43,442 and Dryleaze Court at £3,741 (equating to a positive NPV of just
£69 per unit).

•

The highest scheme NPVs, based on current investment plans, are for Grange View at
+£1,024,599, Springfields Court at +£765,667 and Concord at £749,225.

•

Introducing the cost of bedsit conversions at schemes where these are present produces
negative scheme NPVs at seven additional schemes, with Dryleaze Court producing the
lowest NPV of -£884,079 but with Cambridge House having the lowest individual unit NPV of
-£21,412.

The NPV model allows for the introduction of further, additional investment costs as and when these
are developed, such as for the installation of lifts in schemes where these are not present and their
installation is practicable, and for works to create level access where this is not presently provided.
The model also allows for a ‘break-even’ investment figure to be produced, illustrating how much
investment could be made at each scheme before it generates a negative NPV.
The NPV analysis undertaken in the Review provides a very useful tool for the Council in helping
determine the location, nature and extent of its future investment plans for the sheltered housing
schemes.
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Figure 6: Scheme NPV per unit (current investment plans)
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Figure 7: Scheme NPV per unit (remodelling)

Asset Review - Summary Findings
Detailed analysis of the data and information collected in the course of the scheme assessments has
allowed us to produce a set of key findings which summarise the overall strengths and weaknesses of
the sheltered housing schemes and the accommodation they provide.
Findings – the good
•

There are some good quality schemes which are generally well designed, such as Walter
Preston Court and Dryleaze House.

•

There is some good quality accommodation – units which are of a good size, with excellent
facilities such as wetrooms.

•

Evidence of a quite considerable recent investment, specifically:
o

Warden call and fire panel upgrades

o

Replacement of electric storage heaters with gas CH

o

Kitchen replacements
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Substantial programme of wetroom installations.

o
•

Schemes that are generally in good state of repair with décor in good order.

Findings – the key issues
•

With a stock of 138 (17%) bedsits and changing patterns of demand, this is proving to be too
many with some long void periods at some schemes. In addition, some of the bedsits are very
small which only adds to the difficulty of letting units of this type and their suitability for older
people.

•

The challenge of bedsit conversions - some bedsits have been converted into 1 bedroom flats
with the installation of a partition wall between the original bedroom and lounge areas but, in
many instances, these have not produced a satisfactory solution (e.g. Sherborne House and
Glebelands conversions provide living rooms that are too small). Experience is showing that
in some cases these conversions are not aiding the lettability of the units.

Sherborne House (bedsit conversion)

•

Glebelands (bedsit conversion)

Accessibility issues – the presence of steps and ramps in corridors of 17 schemes and the
absence of a lift at 14 schemes for accessing flats at first floor or above. This issue is at its
most significant at flatblock schemes such as Glebelands where the large number of steps
within the communal areas makes the scheme wholly unsuitable for meeting the needs of
many older people. In addition, many of the bungalow properties have steps up into the
accommodation (e.g. Springfields and The Beeches) and these can significantly hinder the
property’s accessibility and, potentially, their suitability and lettability.

•

Ex scheme manager property conversions – 20 additional dwellings have been created of
which 12 are not fully accessible having stairs and no lifts. If similar works were carried out
the remainder of the former manager properties (including six new build ones at The Corriett)
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there would be a further 38 dwellings created of which 27 would be first floor flats with no lift.
We would question whether these provide appropriate sheltered housing accommodation or
whether they are essentially obsolete before they are completed. Furthermore, conversion
plans are in place at schemes which have some fundamental failings and which may in
themselves not be ‘fit for purpose’ moving forwards.
•

Décor that is rather bland, perhaps rather unimaginative and which fails to respond sufficiently
to good practice guidance in making schemes ‘dementia-friendly’ to cater for the needs of the
client group for contrast, differentiated surfaces and easy reference points.

•

Some individual schemes that have notable shortcomings as sheltered accommodation due to
their inherent design (e.g. Ashcroft House was built as market housing, is over four floors, has
three maisonettes and a wholly inadequate lift). Also, Glebelands at Cam has a large number
of steps within the communal corridors meaning that there is no level access to the communal
lounge which makes the scheme unsuitable for frailer older people.

•

Disrepair and potentially very high future costs of non-traditional construction properties
(Reema’s) (e.g. Ringfield Close (including Tanners Piece & Upper Park Road) and six
bungalows at Glebe Road (part of Trinity Drive/George Pearce House).

•

Insufficient emphasis on cost/benefit (performance) appraisal on a scheme by scheme basis
prior to major programmes of scheme investment, meaning that significant investment could
have been expended at schemes when other, alternative, investment approaches might have
been more appropriate.

Findings – other issues
In terms of other issues, the following are notable:

•

Ease of movement in corridors is hindered in 13 schemes due to the absence of
magnetic/automatic doors in corridors.

•

There is a lack of washing machine facilities in ‘non-scheme’ units, meaning that many tenants
have to walk quite a distance, often outside, to the communal laundry facilities.

•

Some

schemes

are

less

well

located

in

terms

of

ease

of

access

to

local

shops/facilities/transport (e.g. Ashwell House and Concord).
•

There are an inadequate number of car parking spaces at many schemes (14 schemes have
less than one space per two units)

•

There is a low use of the communal lounges at many of the schemes, which means that these
assets may not be utilised for the most appropriate purposes and are being maintained in
some schemes which themselves may not be suitable to the needs of many older people.

•

Repairs – there is no formal variation of policy/practices to reflect the specific needs of
sheltered housing tenants.
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•

Pathways – there are some unsuitable, potentially hazardous, pathway surfaces/slopes which
require repair or renewal.

•

The two schemes classified as ‘extra-sheltered’ do not score highest in terms of physical
scheme/accommodation provision and therefore, from an asset perspective, their physical
property attributes do not appear to warrant the classification.

•

There is a very generous provision of guest rooms across the schemes. These are frequently
underused and generate very little social activity nor income. In many cases, the floorplace
they utilise could probably be better used both for the benefit of residents and to better
optimise the use of these assets.

Scheme Summary Matrix
A summary matrix is appended that provides a simple summary assessment against a small number
of key criteria set out in the analysis above, including size of unit, voids losses and accessibility. The
matrix reports on upper and lower quartile ‘performance’ and provides a simple visual overview of the
performance of each of the schemes against this key set of criteria.

Recommendations for developing the asset approach
In considering the issues and options for restructuring and future investment in the Council’s sheltered
schemes, it is helpful to first examine what the hallmarks of the best sheltered housing schemes
provided in the social housing sector might be. Informed by reference visits to other providers and by
CIH’s wider work with a wide range of organisations across the UK, the following hallmarks are put
forward.

Hallmarks of the ‘best’ schemes:
Location
The importance of a quality, convenient location is underlined by a wealth of research, with residents
consistently placing considerably more weight on the value of ‘locational’ factors than on the
type/quality of the property. Thus, those schemes with the poorest quality locations, and particularly
those that are more isolated in terms of access to public transport and shops/services, are likely to
prove less attractive options for people looking to move into sheltered accommodation.
Accessibility
Given the large numbers of existing and potential residents who have some kind of ‘walking difficulty’
the issue of physical accessibility to individual units is a crucial one for future asset management
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planning. Thus, the presence of level access pathways and corridors and an absence of steps will
play an increasing importance to current and future residents and thus lettability of properties.
Accommodation - Facilities and Attributes
With a large number of existing residents having some sort of health problem or disability it reinforces
the importance of sheltered housing accommodation being specifically designed and equipped to
meet the common and individual needs of the client group. For instance, CIH research elsewhere
found that 41% of potential residents state that a level access shower facility would make sheltered
housing a more attractive option for them.

Thus, the importance of ensuring that sheltered

accommodation is designed so as to be user friendly, safe and ‘accessible’ is underlined. This
means that particular thought needs to be put into enhancing the sheltered housing offer to meet the
range of specific needs of older people, to include items such as placing thermostatic radiator valves
and electric sockets at waist height, providing level access showers as a ‘standard’ feature, through
to introducing dementia friendly décor and design features.
Communal Areas – model features and attributes:
•

Modern, contemporary décor, plain but with bold accent colours that differentiate different
areas and mark out where you are.

•

Visual ‘clues’ to help orientate people e.g. different pieces of bold artwork outside the lift on
each floor, clear signage with pictures, feature walls.

•

Communal lounges that have smaller clusters of seating (‘hotel lounge style’).

•

Wider, brighter, lighter corridor areas.

•

Larger, brighter, more welcoming reception areas.

•

Attractive garden areas, with seating and visual/sensory features, easily visible and easily
accessed from communal lounge.

•

Modern, good quality mechanical and electrical installations.

Individual Accommodation – model features and attributes
•

Separate bedroom for privacy
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•

Through kitchen/living room for ease of movement and ‘social space’

•

Stylish kitchen, with contrasting colours/materials/finishes and good lighting

•

Stylish bathrooms with contrasting coloured walls/floors/tiling/finishes and good lighting

•

Full height living room glazing, with patio doors on ground floor and balcony /balconette on
upper floors

•

Level access (ideally wet room) shower facility, with easy movement space in bathroom

•

Fewer, wider doors for more easily getting around

Taking these suggested hallmarks, together with the various findings of the Asset Review, we have
prepared a set of proposals and recommendations for how the Council can develop its decision
making and investment planning approaches, with the aim of securing an ongoing stock of sheltered
housing properties that is much more flexible and that responds much better to the changing patterns
of need and demand.
The adoption of a bespoke Stroud Sheltered Housing Standard, based on the Scheme Assessment
Standard used as part of this Review, would help to achieve this goal.
Principal Recommendations
1.

To develop and implement a shared vision and strategy, in partnership with residents
and other stakeholders, for a future stock of sheltered and independent living
accommodation that focuses on the need for a range of high quality schemes that all meet
a range of minimum, tailored standards within each category. This new vision and strategy
will need to have a particular focus on delivering a portfolio of properties that is tailored to
the range of current and project future needs and demands of residents.

By way of

example, the new strategy may need to include for a sustained reduction in the number of
bedsits given the demonstrable evidence of how many of these units are failing to meet the
needs and demands of current and prospective residents.
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2.

To work in partnership with residents and other stakeholders to develop and implement a
Locally Determined Accommodation Standard, based on the Scheme Assessment
Standard used as part of this review, which sets out a range of ‘essential’ and ‘desirable’
features and attributes for the Council’s sheltered and independent living schemes within
each category. Again, this standard will need to be strongly influenced by the range of
current and projected resident needs and demands as the standard will need to play its
part in delivering a re-configured stock of accommodation that is better tailored to meet the
needs and expectations of residents.

3.

To develop an Independent Living accommodation which would provide more housing
choice for older people. Age-exclusive groups of properties could be offered, with alarms
and telecare linked to 24/7 call monitoring, having self contained accommodation, minimum
space standards, with increased natural light, modern energy efficiency appliances and
greater storage as standard. This accommodation need not have communal facilities.

What might the Stroud Vision look like?
The new vision will need to be strongly shaped and influenced by the views of current, and
ideally, future residents, but some suggestions are:
•

A stock of accommodation that is ‘fit for purpose’ – high quality, attractive, well
maintained and with good facilities (one that is ‘future proof’).

•

A stock of accommodation that is flexible so that it delivers variety and choice for
current and future residents in terms of meeting needs and demands.

•

A sheltered housing portfolio that is financially self-sufficient, maximises the potential
of the assets and provides good value for money both for residents and for the
Council.

Detailed recommendations
Improving Scheme Quality and Resident Choice
•

The emphasis here is on reconfiguring the current sheltered housing stock into a range of
different scheme classifications with the aim being to offer more clarity on what types of
accommodation are available, improved quality and improved choice. The schemes within each
classification would reflect the physical scheme attributes and facilities offered by the property
and the lifestyle choice that this brings.

The recommended scheme classifications are as

follows:

Page 45 of 178
__________________________________________________________________________________________

Stroud District Council | Sheltered Housing – Asset Review | 25

_________________________________________________________________________________________

Sheltered Housing Schemes
Schemes which provide purpose designed accommodation for older people who generally have
support needs and with specifically tailored attributes/facilities.

Independent Living Schemes
Schemes which provide accommodation designated for older people who generally lead more
independent lifestyles, located in groups/clusters and with some tailored attributes/facilities.

To achieve this objective, each of the current sheltered schemes would be re-classified according to
an agreed set of criteria. If there are any cases where current sheltered housing schemes are not felt
to properly meet the criteria for either of the new classifications then it may be appropriate for them to
be placed into another classification, for example general needs. Equally, there is the potential for
bringing one of the two new classifications properties that do not currently have a sheltered
designation, for example some or all of the bungalow properties that are currently designated within
the council’s general needs stock.

The crucial point is that implementing a new system of scheme classifications in this way would
provide greater clarity and flexibility in the accommodation offer, giving an opportunity to much better
align the physical attributes of the building, the services provided to residents and the way in which
accommodation is allocated and let. A revision to the scheme classification would more accurately
reflect the existing and future housing needs of older people as demonstrated in the age and health
profiles

of

older

people

in

Stroud

(detailed

in

the

Sheltered

Housing

Review

report

http://consultation.stroud.gov.uk/itc/sheltered-housing/consult_view) The emphasis would be on
creating choices for residents, better meeting need and demand and the creation of a high
standard/quality of accommodation within its classification.
Bedsits
•

To put into place a flexible approach for assessing the feasibility of bedsit conversions in
schemes either as part of major works programmes (e.g. major electrical upgrade works), as
and when adjacent bedsit voids arise, or as part of a more strategic investment plan, with the
conversions to be carried out in one of three ways:
o

Creation of 1 bed units by extending a bedsit into adjacent service room, guest room or
cupboard

o

Creation of 1 (or 2) bed units by remodelling 3 bedsits into 2 flats, where scheme layout
and design permits

o

Creating 1 bed units by switching kitchens into bedsit area, creating a bedroom in the
existing kitchen, incorporating cupboard/s if available.
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Delivering a programme of bedsit conversions in this way would improve the standard and
quality of units within the affected schemes, thus responding to the needs and demands of
current and future residents. However, there would be capital and revenue implications for the
Council in terms of conversion costs and some loss of rental income.
Communal Lounge re-use
•

Consider alternative options for some of the communal lounge facilities, notably those less well
used and in schemes more suited to the Independent Living classification.

Options could

include the provision of additional units of accommodation to help meet need and demand.
Ex Scheme Manager Accommodation
•

Review any future former scheme manager accommodation conversions in light of the
recommendations in this report, potentially considering more significant remodelling works that
would create higher quality, more sustainable, accommodation.

Windows
•

To introduce an approach for ‘bringing the outside in’ - replacing living room windows with full
height windows/doors, especially where there are currently brick openings with solid infill
panels.

Kitchens
•

To increase/enhance the specification of kitchen units with a view to installing more ‘stylish’
contemporary kitchens that have more dynamic material/colour contrasts and lighting features.

Bathrooms
•

To continue with the programme of scheme upgrades to specified, published best practice
standard e.g. wetrooms, low surface temperature radiators etc. but only at long term sustainable
properties.

•

To incorporate more wall tile and floor covering contrast in bathroom refurbishments (e.g.
different coloured band of tiling behind basin).

Voids
•

To improve lettability of ‘difficult to let’ accommodation by improving their presentation (e.g.
state and style of decoration).
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Gardens
•

To install easy access patio doors from communal lounge to terrace/gardens wherever feasible.

•

To continue the programme of garden area improvements with the aim of all schemes
benefiting from high quality patio/terrace areas and accessible visual and sensory features.

Communal areas Décor
•

To develop a best practice, more contemporary design scheme for the communal areas of the
sheltered housing schemes that incorporates ‘dementia friendly’ design through use of suitable
contrasting colours/materials, allowing for flexibility to ensure tenant influence/choice.

•

Communal lounge décor and layout – development of best practice, more contemporary and
contrasting design schemes and more ‘hotel style’ layouts, with flexibility for tenant
influence/choice.

Guest Bedrooms
•

Some schemes have several guest bedrooms, some of which are only used infrequently. Many
of these may lend themselves for conversion into hairdressing or other ‘services’ rooms where
the space could be better used, or alternatively for conversion into additional accommodation.

Scheme Sustainability Assessment/Appraisal
•

Taking forward the net present value (NPV) analysis work conducted as part of the Asset
Review, to develop a system of detailed scheme performance and option appraisal to identify
new development or redevelopment opportunities, perhaps where high levels of investment is
needed, such as where unit types/sizes are less satisfactory, where there are accessibility
issues and/or where sites led themselves to higher levels of development density. For example:
o

Schemes that are not ‘fit for purpose’ and that do not respond to the current and future
needs of residents due to their fundamentally poor design (both of communal areas and
individual units) (e.g. Glebelands).

o

Schemes with high levels of investment where unit types/sizes are unsatisfactory and/or
where accommodation proves more difficult to let (e.g. Dryleaze Court).

o

Schemes which offer the potential for additional development of the site, or potentially
redevelopment, such as where current site density levels are particularly low (e.g.
Broadfield Road).

•

A good system of stock performance appraisal provides:
o

The financial performance of the portfolio as a whole and of individual schemes (Net
Present Value analysis).

o

An evidence base that gives relative information on the better and poorer performing
schemes (financially).
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o

All future projected costs, not just for repairing and maintaining the existing
accommodation but for any upgrades and major investment that would be required so
that the full picture is taken into account.

Alternative Options
•

There could be schemes where neither sheltered housing nor a new independent living offer
was appropriate. For example in cases where it is not practicable to carry out works to reach
the required standards, if the cost of the investment required would be disproportionate to the
value generated or where other alternative options might need to be considered. This could
include:
o

Re-designation to General Needs if the accommodation is no longer suitable for
continued use as designated housing for older people (but with existing residents being
able to continue living in the scheme if they wish).

o

Consideration of ways to develop different types of accommodation that would be
sympathetic to the areas concerned and could include some replacement provision for
older people either on that or other sites.

Page 49 of 178
__________________________________________________________________________________________

Stroud District Council | Sheltered Housing – Asset Review | 29

_______________________________________________________________________________________________________________________________________________________

Appendix 1 – Assessment Criterion
Meeting of CIH
‘best practice’
standard

CIH Sheltered
Suitability Rating

Size of Units

Accessibility of
accommodation

Net Present
Value
(current
expend
profile)

Net Present
Value (bedsit
conversions)

Void Levels

ARCHWAY GARDENS
ASHCROFT HOUSE
ASHWELL HOUSE
BROADFIELD ROAD
BURDETT HOUSE
CAMBRIDGE HOUSE
CHAPEL LANE
CONCORD
DRAYCOTT
DRYLEAZE COURT
DRYLEAZE HOUSE
GEORGE PEARCE/TRINITY
DRIVE
GLEBELANDS
GRANGE VIEW
GROVE PARK ROAD
HAMFALLOW COURT
HAZELWOOD
JENNER COURT
MALVERN GARDENS
RINGFIELD CLOSE
SHERBORNE HOUSE
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ASSESSMENT CRITERION
Meeting of CIH
‘best practice’
standard

SCHEME

CIH Sheltered
Suitability Rating

Size of Units

Accessibility of
accommodation

Net Present
Value
(current
expend
profile)

Net Present
Value (bedsit
conversions)

Void Levels

SPRINGFIELDS COURT
ST NICHOLAS COURT
THE BEECHES
THE CORRIETT
VIZARD CLOSE
WALTER PRESTON COURT
WILLOW ROAD

Top quartile (the 25% of schemes that
Key

best meet the standard)

2nd quartile
3rd quartile
Bottom quartile (the 25% of schemes
that fall most short of the standard)
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Appendix 2 - Description of Property Types at Sheltered Housing Schemes
Scheme
Name

Year of
No. Scheme Description
Construc
of
-tion
units
External bungalows with a linked
communal building.
Multi storey block of flats. Integral
communal facilities.

0

Upper
Level
with no
lifts
0

0

0

Bedsits and bungalows with
integral communal facilities. Mix of
11 internal properties and 16
external properties.
External bungalows with a
separate communal building.

6

0

One small service lift. Three
maisonette flats (i.e. each split
over two floor levels).
No upper floor units.

0

0

No upper floor units.

Ex staff flat is empty
pending this review.

25

Mix of bedsits, flats and
bungalows. Eight internal
properties and 17 external
properties. There are integral
communal facilities in main block.

10

0

Ex staff bungalow
has been converted
and let.

1962

20

14

2

1965

17

14 bedsit external bungalows built
in a block and four dispersed
bungalows. There are linked
communal facilities.
Two storey block of flats with

No upper floor units. However,
there are eight properties where
residents have to use either a
stair lift in the main corridor or an
external pathway in order to
access the communal facilities.
Two upper floor flats with no lifts
created from ex staff flat.

Nine upper floor flats with no

Ex staff flat has been

Archway
Gardens
Ashcroft
House

1974

25

1988

17

Ashwell
House

1974

27

Broadfield
Road

1974

20

Burdett
House

1977

Cambridge
House

Chapel

Bedsits

0 52 of 178
9
Page

Unit Accessibility

Unit conversions

No upper floor units.

Ex staff flat is empty
pending this review.
Ex staff flat has been
converted and let.
Ex staff bungalow
has been converted
and let.

Ex staff flat has been
converted and let.
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Scheme
Name

Year of
No. Scheme Description
Construc
of
-tion
units

Lane
Concord

1969

40

Draycott

1975

18

Dryleaze
Court

1969

54

Dryleaze
House

1987

45

George
Pearce

1968

23

linked communal facilities.
Complex consisting of a main block
of 22 flats, ten further properties
in a separate block and an adjacent
site with eight flats. Integral
communal facilities within the
main block.

10 external bungalows and two
blocks containing a total of eight
flats. Communal building linked to
bungalows.
Main block of 33 units, including
18 bedsits (16 of which are being
held empty pending this review).
Integral communal facilities are in
the main block.
35 flats in a main complex with 10
external bungalows (located at an
address of Dryleaze Court).
Integral communal facilities in
main block.
Bungalows with external doors,
built in a block with an external

Bedsits

Upper
Level
with no
lifts

0

6

0

0

18

4

0

1

14

0
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Unit Accessibility

Unit conversions

lifts.
Four upper floor flats at The Long
Ground and two external
properties accessible only by sets
of steps. There are also five
lower level internal properties
where residents have to use stairs
or an external pathway in order
to access the communal facilities.
There are four upper floor flats
with no lift.

converted and let.
Ex staff flat has been
converted to create
two additional flats.

There is a lift in the main block.
The scheme also includes 13
external bungalows and two
separate blocks with a total of
eight flats, of which the four first
floor flats have no lifts.
Lift to first floor in main block.
There is one flat on an upper level
with no lift which is let as a
general needs property.

Ex staff house is
empty pending this
review.

No upper floors. All units are
accessible without the use of

Ex staff house is
empty pending this
review.

Ex staff house is
empty pending this
review.

Ex staff flat is empty
pending this review.
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Scheme
Name

Year of
No. Scheme Description
Construc
of
-tion
units

House

Glebelands

1969

40

Grange
View

1984

32

Grove Park
Road

1964

30

Hamfallow
Court

1973

26

covered walkway. There is a linked
communal block and a separate
laundry adjacent to dwellings.
Main complex of 32 properties
consisting of 16 bungalows
internal to the block and accessed
off internal corridor and 16
internal properties. There is a
communal lounge in the located in
between the two main parts of
main block.

Flats in a single complex with two
floor levels connected by long
slopes. No lifts. Integral communal
facilities.
30 dispersed flats in separate
blocks with a separate communal
building.
Main two storey block of 18
properties with a lift to first floor.
Separate block of 8 flats with no
lift. There are integral communal

Bedsits

Upper
Level
with no
lifts

Unit Accessibility

Unit conversions

stairs.

There are four flats and four
bedsits accessed by stairs and
with no lifts. There are also eight
flats dispersed from the main
scheme and across the public
highway. Four of these are upper
floor flats with no lifts. There are
integral communal facilities in
main block, however, there is no
level access to these due to split
levels with steps to communal
facilities and no lifts.
There are no lifts. There are 16
upper level properties accessible
using long slopes.

Ex staff flat is empty
pending this review.

23

12

0

16

0

14

There are 14 upper floor
properties with no lifts.

Ex staff flat is empty
pending this review.

8

4

There is a separate block with
four first floor flats that have no
lift access.

Ex staff flat is empty
pending this review.

Ex staff flat is empty
pending this review.

Page 54 of 178

________________________________________________________________________________________________________________________________________________________

Stroud District Council | Sheltered Housing – Asset Review | 34

_______________________________________________________________________________________________________________________________________________________

Scheme
Name

Year of
No. Scheme Description
Construc
of
-tion
units
facilities in the main block.
31 flats within a single complex
containing integrated communal
facilities.
20 flats within a single complex.
There are integral communal
facilities.

Bedsits

Upper
Level
with no
lifts

0

1

0

8

Unit Accessibility

Unit conversions

Hazelwood

1986

31

There is one upper floor property
with no lift. This is an ex staff flat.

Ex staff house is
empty pending this
review.
There are seven first floor flats
Ex staff flat that has
accessed from a covered walkway been converted and
to which there is no lift. There is
let.
also an ex staff flat accessible
only by stairs.
There are eight upper floor
Ex staff flat is empty
properties with no lifts.
pending this review.

Jenner
Court

1966

20

Malvern
Gardens

1961

16

16 flats in four blocks each with
four flats. There is a separate
communal building.

0

8

Ringfield
Close

1963

38

0

10

Eight of the flats in the main
block are on the first floor with
no lifts. There are also two first
floor flats in dispersed block at
Upper Park Road. Access to
communal facilities from these
flats, and the dispersed
bungalows at Tanners Piece, is
across the public highway.

Ex staff bungalow
has been converted
and let.

Sherborne

1977

39

Main site of 26 properties
consisting of 16 flats. There are
also 10 external bungalows on the
main site. There are two
additional dispersed sites, one
with eight bungalows and a further
dispersed site with four flats.
There is a separate communal
building on main site. All the
properties on the three sites are of
non traditional construction of a
REEMA type.
Complex consisting of 13 external

15
0
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Ex staff bungalow
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Scheme
Name

Year of
No. Scheme Description
Construc
of
-tion
units

House

Springfields
Court

1965

34

St Nicholas
Court

1982

34

The
Beeches

1972

22

The
Corriett

1972

28

bungalows and 26 internal
bungalows with their main doors
off internal corridor. There are
integral communal facilities.
Main complex of 26 properties of
which nine are bedsits. The main
block has 19 flats and 7 external
bungalows. There are ten first
floor properties accessed from a
covered walkway to which there is
a lift. There are also eight
bungalows dispersed from the
main scheme buildings.
Integrated communal facilities to
main site.
34 internal bungalows with their
main doors off internal corridors
within a main complex. There are
integral communal facilities.
12 external bungalows and eight
internal bungalows with main door
off internal corridor. There are
integral communal facilities.
Complex consisting of 15 external
bungalows with linked communal
facilities. There are also two

Bedsits

Upper
Level
with no
lifts

Unit Accessibility

Unit conversions

two main corridor wings are
sloping.

has been converted
and let.

Ex staff house is
empty pending this
review.

9

0

Lift to first floor in main block.

0

0

No upper floors. However, one of Ex staff house is
the corridors is sloping.
empty pending this
review.

8

2

There are two upper floor
properties with no lifts created
from an ex staff flat.

Ex staff flat has been
converted and let.

0

6

Six upper floor flats within the
two original flatblocks are on the
upper floor with no lift access.

The site of the ex
staff properties have
been included in the
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Scheme
Name

Year of
No. Scheme Description
Construc
of
-tion
units

Trinity
Drive

1971

18

Vizard
Close

1973

19

Walter
Preston
Court
Willow
Road

1990

34

1965

24

Totals

816

blocks with a total of 13 flats.
There is a new build block of six
flats under construction.
18 dispersed bungalows located
across the public highway from
George Pearce House where
residents access communal
facilities. There are eight
bungalows of non traditional
construction of a REEMA type.
19 properties in two separate
blocks which include six bedsits.
There are integral communal
facilities in one block with the
exception of the laundry with is
located in a separate building.
Complex of flats with integral
communal facilities.
Complex of 23 bungalows with a
covered walkway. There are
communal facilities in a linked
block.

Bedsits

Upper
Level
with no
lifts

Unit Accessibility

Unit conversions

Three first floor flats are included
within the new build block with
no lifts.
No upper floors.

new build
development on this
site.
Ex staff house is
empty pending this
review.

0

0

6

9

There are seven upper floor flats
and two upper floor bedsits with
no lifts.

Ex staff flat has been
converted to create
two additional flats.

0

0

There are nine first floor flats
accessed by a lift.

7

1

There is one upper floor property
with no lift created from an ex
staff flat.

Ex staff house is
empty pending this
review.
Ex staff flat has been
converted and let.

138

113

Note: six of the upper floor properties with no lift are
also bedsits
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Appendix 3 - Location of Stroud DC sheltered housing schemes and bungalows

17 maps
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Bungalows within the vicinity of Draycott, Glebelands, The Corriett and Springfields SHU
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Bungalows within the vicinity of Chapel Lane SHU
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Bungalows within the vicinity of Concord including Long Ground, Ringfield Close SHU
28/01/2014

Scale - 1:9,500

SHUs
!

¯

!
!
!!

Bungalows

!

!!!
!!
!
!
!
!
!!
!!!
!

!
!
!
!

! !
! !!
!! !
! !
! !
!!!!
! !
! !
!
! !
!! !!
! !
!
!
!
!! !
!! !

!
!!
!
!
!
!
!
!
!
!
!
!
!
!

(C) Crown copyright and database rights 2013 Ordnance Survey 100019682
Bungalows within the vicinity of Malvern Gardens, Walter Preston Court, SHU
28/01/2014
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Bungalows within the vicinity of Willow Road, Sherborne House, Hazelwood, Burdett House SHU
28/01/2014
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Bungalows within the vicinity of The Beeches SHU
28/01/2014
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STROUD DISTRICT COUNCIL

AGENDA
ITEM NO

HOUSING COMMITTEE
28 OCTOBER 2014
Report Title
Purpose of Report

Decision(s)

Recommendation
made by the Stroud
Council Housing
Forum (SCHF)

8

NAILSWORTH COMMUNITY LAND TRUST
To report progress on negotiations with Nailsworth
Community Land Trust (NCLT) towards their proposal on
the site shown at Appendix A and to ascertain the
Committee’s preferred way forward.
Housing Committee NOTES the position on
negotiations with Nailsworth Community Land Trust
(NCLT), and RESOLVES to accept ONE of the
following options :
1. To dispose of the site on the open market for
maximum financial receipt;
2. To add the site to the Council’s in-house
development programme;
3. To transfer the site by 20 March 2015 to NCLT for
£1 and on such other terms as the Head of Asset
Management approves, or
4. To dispose of the site to an appropriate provider of
Social Housing at a price no less than £121,500
and on such other terms as the Head of Asset
Management approves.
Previous view from SCHF was to support officer
recommendations but to advise Housing Committee that :
o SCHF does not want land given away at nil cost,
o If land is sold, SCHF request to be consulted by
SDC on how monies should be used and
o that some management rights on the land are
retained
Views from SCHF meeting on 15th October will be
reported at Committee.

Housing Committee
28 October 2014
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Agenda Item 8

Consultation and
Feedback

The position was discussed at SCHF as stated above.
The draft of this report has also been shared with :



Risk Assessment

Ward Councillors for Nailsworth
Members of the NCLT Steering Group.

Any views passed on to the report author will be
reported to Committee.
The key risks are :
1) Value for money might not be demonstrable,
compared with alternative approaches to the site or
to delivery of affordable housing,
2) Setting up a transaction with a CLT could continue
to be very labour-intensive, leading to Officers being
diverted from other work.
3) Justification should a transfer of land at an undervalue be decided.

Financial Implications
Legal Implications

Report Author

Housing Committee
28 October 2014

4) Delays in delivery by adding to the Council’s inhouse development programme.
Verbal update to be given at Committee.
The Council may dispose of its land at a price less than
the best consideration which it may reasonably obtain if
the disposal is likely to contribute to the social
wellbeing or economic improvement of the area or any
persons resident in the district providing that the
difference between the sale price and the best
consideration does not exceed £2million.
The
committee must therefore establish that such criteria
are met before approving options 3 or 4.
Karen Trickey, Legal Services Manager & Monitoring
Officer
Tel: 01453 754369
Email: karen.trickey@stroud.gov.uk
Andrew W Nash, Head of Asset Management (joint)
Tel: 01453 754430
Email: andy.nash@stroud.gov.uk
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Options

The following alternatives have been considered :
1. Disposal of the site on the open market for best
price.
External advice indicates a value of
£375,0000. In considering the cash receipt from an
open market sale versus benefits of a sale at a
nominal sum via the CLT, it needs to be noted that
under the CLT proposal, the district would benefit by
(it is currently assumed) 8 affordable units. Were
the Council to reinvest market sale proceeds into
affordable housing, it is only likely to deliver 3
(possibly 4) new units.
2. Develop the site (either in-house or in partnership)
for housing. Currently, work commitments within
the Council’s Housing Development Team are at
capacity, but since the site is readily developable,
officers would look to reschedule the programme to
bring it forward more quickly (i.e. by displacing a
less developable small site).
3. Transfer to NCLT at £1 as considered in this report.
4. Transfer to a provider of Social Housing at a price
no less than £121,500 (a maximum 10% variance
from the external valuation of £135,000). It should
be noted that NCLT’s HA partner has stated it is
unlikely to proceed at this figure.

Performance
Management Follow
Up
Background Papers/
Appendices

To report on progress to a future Housing Committee
Appendix A - Plan of proposed CLT site at Nails worth

1.0.

Background

1.1.

This matter was reported to Housing Committee on 20 March 2014. At that
meeting, Committee agreed to:



continue discussions with the NCLT, giving it 12 months to assemble a
proposal for the site shown at Appendix A, and that
Head of Asset Management should agree a memorandum of
understanding with NCLT, investigate how other CLT’s are
structured/financed and report back to a future Committee.

1.3.

The Nailsworth CLT remains in a pre-formation stage (as a Steering Group)
and the Council would not enter into contract until NCLT is properly
constituted.

1.4.

NCLT was asked to address the following points, and this form a part of the
ongoing discussions with the CLT:
a. What they intend to build on the site,
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b.
c.
d.
e.

An indicative costed business plan,
Governance arrangements for the CLT,
Anticipated timescales,
What assistance the CLT seeks from SDC, bearing in mind that the
intention is that the CLT should drive the project, not SDC.
f. Next steps and timescales.
1.6.

It should be noted that SDC agreed not to market or seek to dispose of the
site for 12 months from 20 March 2014, provided that NCLT is making
reasonable progress

2.0.

Current Position

2.1.

NCLT has decided that, for delivery purposes, it wishes to enter into a
“partnership” with a Housing Association (HA), and this would be
acceptable to Officers, as it improves the potential for prompt delivery of
housing.

2.2.

A key issue is how NCLT would retain long-term control of the land against
any tenant entitlement to acquire (right to buy) and this would be done via a
statutory referendum process.

2.3.

NCLT’s HA partner has carried out appraisals and produced an initial
concept for 8 units as a mix of 1 bed and 2 bed homes. Their financial
appraisal of this scheme indicates a nil value attributable to the Council’s
land if developed by them. In other words they would not be in a position to
pay anything other than £1 to SDC for the land.

2.4.

The HA has let Council officers have sight of their development appraisal,
and this is being analysed. However, an independent external valuation
has been obtained and the HA’s opinion of a value of £1 is not supported.
The external valuation advises that value for affordable/social housing is
£135,000. Officers advise that this figure (or an acceptable variance from
it) should guide the price for disposal for this purpose.

2.5.

The site shown at Appendix A would be readily saleable on the open
market without restriction on use, and the external independent valuation
puts this value at £375,000.

2.6.

It is noted from the KPMG report to Audit & Standards Committee on
25 September 2014 that (paraphrased) decisions involving disposal (and
presumably acquisition) of property assets should be informed by a clear
business case, setting out the options considered and supported by robust
valuation advice.

2.7.

In view of the potential to forego a significant capital receipt by transferring
the site to NCLT, the overall benefit of options needs to be considered to
allow the Committee to make a balanced decision, and the Committee
needs to decide whether to continue discussions with the CLT/HA
partnership, in view of their position on value.
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2.8.

NCLT has asked whether other housing-related income streams from which
the Council benefits could be applied to this scheme and, although officers’
initial view is that this is not available, it will be clarified. In any event, were
Committee to accept the NCLT proposal, SDC would be making a
substantial financial contribution via its acceptance of an under-value sale
price.

2.9.

The site remains part-occupied by garages, 13 of which are occupied, and
these tenancies would be ended (or their occupancies relocated) prior to
redevelopment or sale. The gross income from the garages is of the order
of £8,000 but, with relocation of some occupancies, deduction of
management & maintenance costs, it is likely that the true loss of net
income were Committee to accept the CLT proposal would be minimal.
Further work would be done on this aspect at the appropriate stage.

2.10. Officers have discussed with NCLT SDC’s involvement in the future
management of the site once developed and these discussions will be
progressed, if appropriate.
2.11. A “memorandum of understanding” was originally anticipated, to clarify the
relationship between the parties, but this has been superseded by
negotiations towards agreement of head of terms between the Council, the
CLT and the Housing Association, and negotiations have proceeded
satisfactorily without it.
3.0.

Recommendation

3.1.

Housing Committee is asked to note the position on negotiations with NCLT
and the price they have offered for the Council’s land, and to decide
whether it wishes to continue negotiations with NCLT or to withdraw from
discussions and handle the site as it would any other potential housing
land. Accordingly, Committee is asked to decide upon one of the four
options set out above.

3.2.

If Committee favours the disposal to NCLT, it should enable the CLT’s HA
partner to proceed with full commitment and will also allow the necessary
referendum on leasehold enfranchisement to be put in place to coincide
with the general election in May 2015, failing which the costs of £5,000 for a
referendum would fall on SDC.

4.0.

Next Steps

4.1.

Follow-up work will depend on the option selected.
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STROUD DISTRICT COUNCIL

AGENDA
ITEM NO

HOUSING COMMITTEE

9

28 OCTOBER 2014
Report Title

Purpose of Report

Decision(s)

TO CONSIDER METHODS WHICH COULD DELIVER
INCREASED NUMBERS OF COUNCIL OWNED
HOUSING STOCK
To enable Committee to consider the options available to
increase the number of housing stock owned by the
Council, which would be of benefit to the community and
may generate additional forms of income primarily to the
Council General Fund
RECOMMENDED
COMMITTEE:
1.

TO

STRATEGY

&

RESOURCES

That a cross party Task & Finish Group (comprising
up to four elected members from the Strategy &
Resources and Housing Committees, the Strategic
Head (Tenant Services) and the Strategic Head
(Finance & Business Services) be established to
investigate all options to deliver more housing,
including the possible creation of a special purpose
vehicle as outlined in the report in conjunction with the
review of the Housing Revenue Account Business
Plan.

That the Group aims to submit a report of its findings
and recommendation(s) to Strategy & Resources
Committee by March 2015.
Cabinet – 22 September 2011
Housing Management Forum – 6 March 2012
Special Policy Panel – 20 March 2012
Housing Advisory Panel – 17 October 2012
Executive – 8 November 2012
Stroud Council Housing Forum – 15 October 2014
2.

Consultation and
Feedback
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Financial Implications
and Risk Assessment

There are no financial implications at this stage arising
from this report. In the event that external advice and
support is needed to undertake the work, the cost will be
met from existing General Fund budgets.
Should the outcome of this work result in a
recommendation to form a special purpose company,
there will be financial implications and this will be reported
to members to inform a decision at that time.
Sandra Cowley
Strategic Head (Finance & Business Services)
Tel: 01453 754136
Email: sandra.cowley@stroud.gov.uk

Legal Implications

A risk would be created and added to the Corporate Risk
Register should the project proceed.
The HRA cannot be used to finance a special purpose
vehicle (SPV) to develop open market or social housing.
Consequently, the committee is advised to seek Strategy
and Resources Committee’s approval to further consider
this matter.
There are a range of legal issues which need to be
carefully addressed if the Council is minded to establish a
SPV without a risk of a successful legal challenge (e.g.
potential for state aid, need to ensure statutory housing
duties are met, need to ensure the reasons for the SPV
are lawful, the possible need for Secretary of State
consent to transfer land to a SPV and how any monies
from the SPV could lawfully be applied by the Council).
Following the proposed Task & Finish Group’s
investigation and subject to a subsequent possible ‘inprinciple’ agreement by the committee to the
establishment of an SPV, further advice will be required to
lawfully establish such a body.

Report Author
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Options

By not considering the creation of an SPV, it could reduce both the
ability of the Council to develop more homes, stimulate Jobs &
Growth and also receive additional income; primarily to the General
Fund.

Another option would be to gift land to a Housing Association,
Private Developer or a Joint Venture arrangement with both type of
organisations at nil value or at a discount to enable them to deliver
more social housing, market rent and market sales, with an
arrangement that the Council may be able to share any financial
surplus that is obtained from the activity on non social housing
products.
Performance To review progress at the next Housing Committee.
Management
Follow Up
Background Appendix A. Cabinet Report – 22nd September 2011
http://www.stroud.gov.uk/info/members/cms_documentation/Ag_3_Energy_Report__4_.pdf
Papers/
th
Appendices Appendix B. Executive Report – 8 November 2012
http://www.stroud.gov.uk/info/members/cms_documentation/Ag11_SPVs_nov12.pdf

Appendix C. Establishing a Local Authority Housing Company.
Executive Report at Wokingham Borough Council – 26th May 2011
(see separate PDF document).

Appendix D. Wholly owned Housing Company Outline Business
Case. Cabinet Report at Thurrock Council – 8th May 2013 (see
separate PDF document).

Appendix E. Let’s get building – the case for local authority
investment in rented homes to help drive economic growth. Report
jointly published by the National Federation of Arm Length
Management Organisation (ALMO), Association of Retained
Council Housing (ARCH), Chartered Institute of Housing (CIH),
Local Government Association (LGA) and in association with
Councils with ALMOs Group (CWAG) (See separate PDF document).
Appendix F. Local government’s role in promoting economic growth
– removing unnecessary barriers to success. An independent
report commissioned by the Local Government Association (LGA)
and produced by the London School of Economics and Political
Science
http://www.local.gov.uk/media-releases/-/journal_content/56/10180/3804834/NEWS

1.0.

Introduction

1.1.

This report is intended to provide Housing Committee with:






Background
What a Special Purpose Vehicle (SPV) is?
Why an SPV?
What are the opportunities / benefits?
Next Steps
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2.0.

Background

2.1.

There have been numerous discussions and debates within the Council on
the subject of wishing to build more homes to benefit the community, which
in turns provides jobs and generates income for the Council; primarily the
General Fund (GF). All of these points have been linked to how this could
be achieved and whether the Council could achieve this by forming a SPV.

2.2.

The report author initially raised the concept of the previous mentioned
paragraph in 2010 which ultimately resulted in the production of a number
of reports:



2.3.

Cabinet in September 2011 (Appendix A)
Executive in November 2012 (Appendix B).

Stroud District Council has not been alone in considering these matters
with the following Councils (which is not an exhaustive list) having either
formed or agreed to create an SPV to deliver more homes:






Wokingham – SPV created for social / affordable / private housing.
Please see Appendix C
Thurrock – SPV agreed to be created for social / affordable / private
housing. Please see Appendix D
Barking & Dagenham – SPV created as per Wokingham
Slough – as per Thurrock
Sutton – as per Thurrock

2.4.

In light of other Councils progressing with the formation of SPV’s Officers
have reviewed the approach to developing additional social / affordable
housing outside of the Housing Revenue Account (HRA) in light of
additional consultancy / legal advice from the Chartered of Housing (CIH)
and Trowers & Hamlin in 2013 and 2014.

2.5.

Also during the course of 2013, officers started to look more closely at the
“Build to Rent” Market and in 2014 commissioned Savills Consultancy to
provide assistance in two phases. Phase 1 was an initial appraisal, which
has been completed and has indicated that this is an area which could in
specific circumstances be of benefit to the Council – i.e. building homes for
the private rented market to address demand, which would be owned by
the Council and produce an income to the GF of the Council.

2.6.

It is believed there is a market in the District to provide good quality private
rented accommodation at a rent level that people could afford, which
addresses the difficulty of many people not being able to access social /
affordable housing for various reasons and also not being able to afford full
market rented properties or purchase a property.
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2.7.

Savills Consultancy has now been commissioned to undertake Phase 2,
which would involve producing detailed business cases based on different
models / sensitivities.

3.0

What a SPV is?

3.1.

Very simply, an SPV can be a company created and wholly owned by the
Council which could raise finance outside of the HRA. There are a number
of different legal forms of how the company could be, ranging from being a
Limited Liability Company to a company having a Charitable status.

3.2.

The SPV could be one company with a number of different arms, for
example:




Social / Affordable homes
Market Rent homes
Market Sales homes

3.3.

It is believed it would take 1 – 2 months to create an SPV provided it was
not created as a Charity and 3 – 6 months for the Social / Affordable arm,
should the Council wish to form this as a Registered Provider to enable
this arm to bid for Housing Communities Agency (HCA) grant.

4.0

Why an SPV?

4.1.

There is a limit on how many homes can be built via the HRA due to the
borrowing cap that was set nationally. This was based on the financial
settlement reached when the HRA Subsidy System ceased and HRA Self
Financing began in April 2012.

4.2.

The current HRA 5 Year Medium Term Financial Plan (MTFP) has been
set to deliver a large capital investment to improve existing Council stock in
areas such as kitchens, bathrooms, energy matters and a new build
programme. These priorities were based on the outcome of tenant
consultation shortly before Self Financing began to ensure the Council had
a plan ready to implement to take advantage of the additional financial
resources available from the introduction of Self Financing.

4.3.

It has been assumed that during the first five years of Self Financing, the
available Headroom (the gap between debt payment to Government for
the Council to buy itself out of the old settlement system and the level to
reach the Council could borrow) would be fully utilised. Therefore, the
Council via the HRA does not have the financial capacity or staffing levels
to build any more social / affordable homes in addition to the existing plans
during the life of the current MTFP. However, the HRA MTFP and Thirty
Year Business Plan will shortly be reviewed which may change this current
position.

4.4.

The Council GF does not have a limit on borrowing provided it is a debt
which can be repaid. Equally important, is whether the financial return

Housing Committee
28 October 2014

Page 86 of 178

Agenda Item 9

from building more homes provides at least an equal or a better return than
investing the same money into other options that may be available.
4.5.

HRA money cannot be used to undertake Market Rent or Market Sales
where GF money can. However, the Council cannot (unless for a very
short period of time) own and manage Market Rent properties or construct
and sell Market Sales properties.

4.6.

A solution could be for the Council to form a wholly owned company (SPV)
which can borrow from the GF to undertake Market Rent and Market
Sales. Borrowing from the GF would have to be set at a higher rate than
what the GF could borrow to avoid State Aid complications. Any surpluses
from the SPV activities would be returned to the Council GF.

4.7.

The SPV could also build and manage a form of social / affordable housing
by borrowing money to undertake this from the GF. No uplift would be
required on borrowing rates for this type of activity to avoid State Aid
complications provided the rents set are in line with social housing rent
levels.

4.8.

The tenancies granted on the social / affordable properties would be
Assured Tenancies, which have virtually the same rights as a Secure
Tenancy minus the Right to Buy. The Right to Acquire would only be
granted for these types of tenancies if Homes & Communities Agency
grant had been used to assist with building the homes. The Council could
be minded to still offer the RTB to current tenants who are offered a home
that is held within the SPV.

4.9.

For absolute clarity, an SPV created to deliver social / affordable housing
would still be Council owned and tenants would still be Council tenants.

5.0.

What are the opportunities / benefits?

5.1.

Clearly a major benefit is the ability to build more homes which links to:


Tackling housing need



Potential to generate additional income to the Council (primarily GF)
which will help to sustain Council services – both housing and non
housing
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Helps with the Jobs & Growth Agenda:
 Every affordable house built creates 2.4 jobs (source LGA)
 £1 million spent on new housing provides work for 19.9 workers for
a year (source CLG)
 1 construction job supports 0.78 jobs in the supply chain (source
CLG)
 Appendix E – Let’s get building
 Appendix F – Local Government’s role in promoting economic
growth



Opportunity to commence improvement work on Sheltered Housing
Assets earlier than is currently possible

5.2.

To kick start development in the Market Rent sector the GF could transfer
vacant land to the SPV at nil value or an undervalue depending on the
circumstances. Equally, the Council could decide to purchase properties
from the open market – either properties for sale or buying properties from
a developer that are planned to be built, or a mixture of all three
approaches.

5.3.

However, market rent properties cannot be held in the GF and would have
to be held in a SPV.

5.4.

For clarity, the SPV arm for Market Rent and Market Sales would still be
Council owned and surpluses / profits would be returned to the GF.

5.5.

Regarding the Sheltered Housing Asset bullet point, due to the limit on the
borrowing capacity within the HRA and the fact that funds are fully
committed during the course of the current HRA MTFP, money would not
be available to make further investment until the HRA starts to generate
headroom / surpluses, which starts to take place in Year 6 of the Thirty
Year Business Plan – 2017 / 18.

5.6.

A potential approach to kick start investment in Sheltered Housing Assets:




Transfer some of the funding earmarked for the HRA New Build
programme to a ring fenced account for Sheltered Housing Assets
Move the HRA New Build Programme into an SPV and replace the
budget transferred for Sheltered Housing Assets by the GF lending
money to the SPV
Transfer the HRA land earmarked for development to the SPV (which
can be at Nil Value provided the land is vacant and which could also
apply to vacant garage sites).
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6.0.

Next Steps

6.1.

That a cross party Task & Finish Group (comprising up to four elected
members from the Strategy & Resources and Housing Committees, the
Strategic Head (Tenant Services) and the Strategic Head (Finance &
Business Services) be established to investigate all options to deliver more
housing, including the possible creation of a special purpose vehicle as
outlined in the report in conjunction with the review of the Housing
Revenue Account Business Plan.

6.2.

That the Group aims to submit a report of its findings and
recommendation(s) to Strategy & Resources Committee by March 2015.
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STROUD DISTRICT COUNCIL

AGENDA
ITEM NO

Cabinet

3

22 September 2011
Report Title

TO CONSIDER AN EXPANSION OF THE USE OF
RENEWABLE ENERGY AND INVESTIGATE A NEW
BUILD PROGRAMME OF COUNCIL HOUSING

Purpose of Report

To enable a decision to be made on the potential of
using Feed in Tariffs to fund improvements in the
efficiency of council homes and protect tenants from fuel
poverty. Also to explore the possibility of new build
Council housing.

Decision(s)

Cabinet RESOLVES to:
(a) Approve the proposals to proceed with a pilot of
installing Photovoltaics and whole house
retrofit
(b) Enable the Strategic Head of Tenant Services
and Strategic Head of Development Services in
consultation with the Cabinet Member for
Housing and Cabinet Member for Climate
Change to explore the possibility of creating a
Special Purpose Vehicle or Limited Liability
Partnership or other Potential Routes available
and report back their findings to Cabinet prior
to the end of the Civic Year for the areas of:
(i) Renewable energy and energy efficiency
(ii) New build council and private housing,
managing properties on behalf of other
landlords and forming a lettings agency
(iii) Other areas that may be appropriate
(c) Approve a budget of £50,000 taken from the
Housing Revenue Account to cover any
potential costs that may arise from this work.

Consultation and
Feedback

Cabinet – Special Meeting
22 September 2011

Consultation and discussion has taken place at a recent
Energy Panel on the 22nd June and the 24th August
and will feed into ongoing work on the production of a
HRA Energy Strategy which is scheduled to be
presented at HMF on the 4th October, Strategic &
Overview Scrutiny on the 6th October and Cabinet on
the 3rd November.
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Financial Implications
and Risk Assessment

The report seeks to carry out a pilot scheme to fit
photovoltaic panels to a small number of houses and to
undertake a feasibility study to determine the alternative
routes that may be available to take the project forward
should the outcomes of the study be favourable.
£300,000 has been set aside within the HRA budget for
the pilot scheme and it is proposed that a further
£50,000 is identified to undertake the feasibility study.
Any costs associated with undertaking this work on
private properties would have to be funded by the
General Fund.
There are a number of issues that must be carefully
considered as part of the feasibility not least the powers
the HRA has to set up a Special Purpose Vehicle and
the question of using the General Fund to undertake the
borrowing.
Sandra Cowley, Head of Finance
Tel: 01453 754121
Email: sandra.cowley@stroud.gov.uk

Legal Implications

The Council as housing authority has certain obligations
in respect of the promotion of energy efficient homes.
Whilst there are no legal implications arising directly
from this report, should the suggestions with regard to
the creation of an alternative delivery vehicle
(paragraphs 4.4 to 4.10) become an agreed way forward
significant legal advice will be required upon the
different business structures available.
Peter Cruden, Legal Services Manager
Tel: 01453 754369
Email: peter.cruden@stroud.gov.uk

Report Authors

Carl Brazier – Strategic Head (Tenant Services)
Tel: 01453 754105
Email: carl.brazier@stroud.gov.uk
Barry Wyatt – Strategic Head (Development Services)
Tel: 01453 754210
Email: barry.wyatt@stroud.gov.uk

Portfolio Holders

Councillor Debbie Young, Cabinet Member for Housing
Tel: 01452 887565
Email: cllr.debbie.young@stroud.gov.uk
Councillor John Stanton, Cabinet Member for Climate
Change
Tel: 01453 511081
Email: cllr.john.stanton@stroud.gov.uk

Cabinet – Special Meeting
22 September 2011
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Options

The opportunity cost of failing not to investigate matters
could result in ineffective expenditure, increased
expenditure at a latter date, missed opportunities in
regard to increased revenue, reducing fuel poverty and
reducing affordable housing shortages.

Performance
Management Follow Up

Progress will be monitored by the Strategic Head of
Tenant Services and Strategic Head of Development
Services in consultation with the Cabinet Member for
Housing and Cabinet Member for Climate Change with
a report presented to Cabinet prior to the end of the
Civic Year.

Background Papers/
Appendices

Performance Overview & Scrutiny (POSC) on the 9th
February 2011 Item 5a, POSC on the 11th February
2010 Item 6b, Cabinet on the 6th January 2011 Item 5,
Cabinet on the 21 July 2011 Item 11.

1.0.

Introduction

1.1.

This report is intended to provide Cabinet with:
•
•
•
•

Background.
What are the possibilities / potential?
How the Council can demonstrate leadership and be entrepreneurial.
Next Steps.

2.0.

Background

2.1.

For many years the Council has been proactive in the area of energy and
received a number of awards for its work, such as the Green Apple
Environmental Award in 2010 (mainly for S2S cross tenure work) and also in
2010 the Most Proactive Local Authority category in the South West Green
Energy Awards (mainly for Target 2050).

2.2

It is believed there are great opportunities through the numerous Government
led initiatives either already in place such as Feed in Tariffs (FiT) and the
forthcoming "Green Deal", both of which could enable the Council and
residents to fund further reduction in their energy consumption and also
potentially result in additional income.

2.3.

The latter point could be used in a number of ways. For example, additional
income from FiTs could be placed in a ring fenced pot and invested into other
energy related projects for residents that did not benefit from having a FiT
supported renewable technology fitted. A key message from a number of
surveys including a recent Status Survey with Council tenants was the
importance of a warm and energy efficient home.
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2.4.

Officers have, for some time, been considering an expansion in the use of
Photovoltaic’s (PV) and although the FiT will reduce from April 2012 from its
existing levels of 43.3 pence per kWh for small retrofits up to 4kW and 37.8
pence kWh for an installation on a new build up to 4kW, it is believed that a
wider introduction prior to April 2013 would still be an attractive proposition /
initiative. However, this is subject to clarity on any actual reduction in FiT's
which is still to be announced by Government.

2.5.

Attendance at a Retrofit Solutions Conference run by the Institution of Civil
Engineers on the 17th and 18th May 2011 provided a sound insight into the
opportunities available through energy initiatives, renewable technology and
whole house retrofit.

2.6.

Through the wider introduction of PV, this could provide an opportunity to
expand into other energy related areas which will be addressed in this report,
as will the consideration of how this may be achieved.

3.0.

What are the possibilities / potential?

3.1.

The following information obtained from Retrofit Solutions Conference run by
the Institution of Civil Engineers on the 17th and 18th May 2011 provides
some key facts:
•
•
•
•
•
•

3.2.

The following provides a simple overview in regard to the Green Deal:
•
•
•
•
•
•

3.3.

Government Target to reduce CO2 levels by 80% by 2050 resulting in
600,000 + housing retrofits every year
26 million homes need to be retrofitted with an estimated cost of £25,000
per retrofit
New Market of £3.5 - £5.5 billion per annum
Potential to create 100,000 jobs within 5 years
85% of existing homes will be standing in 2050
Every £1 spent on sustainability saves £15 on health costs

To be launched in October 2012 – still no real detail on how this will work!
Energy efficiency improvements with no upfront cost
Businesses will provide the capital allowing money back via the energy bill
Accredited advice & installation
“Golden Rule” – savings on bills to equal or exceed cost of installation
Councils can work with others to become green deal installers

Work has been undertaken to identify what potential roof spaces could be
used across the Council stock with approximately 1,200 properties initially
being identified. The benefits of PV specifically are:
•
•
•
•
•
•
•

Generates a clean, free, sustainable source of power
Reduces energy bills by using the electricity generated and displacing
imported energy
Receives a guarantee 25 year income from the FiT
Reduces the carbon footprint
Safeguards against future energy prices
Ability to sell surplus electricity back to the National Grid
Potential to add value to the property

Cabinet – Special Meeting
22 September 2011
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3.4. Research has been undertaken into the area of PV and other energy projects.
A recent visit to a Housing Association in Somerset on the 19th July 2011
which is installing PV to 1,200 properties by the end of March 2012 was very
informative. The following provides some headline facts:
•
•
•
•
•
•
•

Investment of £10 million on 1,200 units with a payback within 10 years
Estimated income of £3.7 million per year, working on an Investors
forecast of 10% to 15% Yield
The area of work is a "Triple A" rated investment and is therefore very
attractive to investors
Developed a Special Delivery Vehicle to retain the full FiT and handle
Corporation Tax
Stressed the importance to undertake research in terms of choosing the
right PV panels
Used a "Back Office" package to effectively monitor the outputs
By using their Framework the procurement process could be reduced by 6
to 9 months

3.5.

Based on the above mentioned points, Officers believe income generated
from PV could provide opportunities to address other energy matters and
potentially extend into undertaking whole house retrofits.

4.0.

How the Council can demonstrate leadership and be entrepreneurial?

4.1.

Firstly, what is important is to be aware of the four challenges of retrofit:
•
•
•
•

Consumer Engagement
Delivery / Capacity
Knowledge
Funding

4.2.

In regard to funding, potential obstacles to progressing with investment in are
the ability to borrow approximately £10 million and the uncertainty in regard to
the expected reduction in FiT from April 2012 for new PV installations. If the
challenge of funding can be resolved, it is believed this can enable the other
three points to also be addressed.

4.3.

From April 2012, the Council will exit from the existing HRA Subsidy system
and enter the world of Self Financing which will result in "Head Room" of
approximately £11 million. This headroom could cover the borrowing
required for a large programme of PV installation. However, the Council has
not yet decided on how to spend any expected headroom but an initial view
derived from briefing sessions on Self Financing is that it would be
preferable to spend this money on improving the housing stock and providing
new build Council housing.

4.4.

A possible way forward to enable the Council to borrow and introduce private
funding would be to consider the creation of a Special Purpose Vehicle (SPV)
or Limited Liability Partnership (LLP) for the installation of PV and other
energy projects.
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4.5.

Discussions have taken place with some of our neighbours in the County in
regard to working together which could provide services to social stock and
private homeowners using a network of local firms under a single umbrella
organisation. This organisation could also be a local "Green Deal provider"
and use the economies of scale given the collective size of the stock to drive
down costs and invest in behavioural change programmes for tenants and
owners.

4.6.

A SPV or LLP could be created with separate arms to cover areas beyond
Energy. For example, an arm could be formed to pursue new build both
Council and private housing, managing properties on behalf of other landlords
and forming a lettings agency. Through the advent of Self Financing it is
believed the anticipated Headroom would enable the Council to develop
between 100 to 200 properties (depending on the type of the scheme) over
the life of a 30 year Business Plan.

4.7.

While the levels of all affordable housing need currently expressed will
swamp the contribution that the Council can directly make, any new council
homes would enable a greater focus on those groups representing the
highest priority need.

4.8.

A new build arm could enable the Council to undertake wholly controlled
mixed tenure development. This would contribute to meeting housing needs
through the provision of well designed, high quality and sustainable affordable
and private housing. The delivery of private housing could support the
creation of a self sustaining company without recourse to public subsidy
beyond initial investment by the Council. This company could also provide
the opportunity for the Council to purchase affordable housing units on
Section 106 developments.

4.9.

Lastly, a final initiative but one which potentially is a number of years away, is
to explore the vehicle having an arm for undertaking other Asset work around
responsive and planned / capital work.

4.10.

All three strands could incorporate both public and private sector work and go
beyond the boundary of Stroud District Council. The SPV or LLP could
provide the Council with a potential revenue stream, the ability to deliver on
key corporate priorities and finally the potential to create jobs. This should be
viewed as a "Win, Win".

4.11.

In regard to the uncertainty of a reducing FiT, some basic sensitivity analysis
has been undertaken and provided the FiT does not reduce by more than
20% by the end of March 2013 the return on investment would still be viable.
It is challenging to carry out an accurate sensitivity analysis of the impact of
reducing FiT rates given the uncertainty regarding the consequential impact
on installation costs. However, should work continue to pursue installing PV
an in-depth sensitivity analysis would be undertaken.

4.12.

It was originally anticipated that PV installation would be commercially viable
without FiT by the year 2020. However, recently some commentators are
suggesting this could be as early as 2015. FiTs were not introduced to just
make projects viable but in order that there was an extra incentive designed
to increase installer / manufacturing capacity and bring costs down at a faster
rate.
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4.13.

Currently returns for PV are between 8-12% but do depend on variables other
than the FiT rate alone. Orientation, roof slope, panel and inverter efficiency,
percentage of displaced energy, energy inflation, and variable installation
costs, all make for a complex analysis. Currently it is unlikely that the
variables will alter to such an extent that projects will become cost neutral or
unviable for the next couple of years. This is supported by the recent analysis
carried out in to the installation of PV on two sheltered units.

5.0.

Next Steps

5.1.

Approximately £300,000 has been allocated to undertake a pilot during the
course of this financial year to undertake energy work. It is proposed to use
this money and link with planned / capital programmes to undertake a small
whole house retrofit pilot of approximately 20 properties to install PV and a
mixture of or all of the following:
•
•
•
•
•
•
•
•

Insulation
Heating
Ventilation
Kitchen
Bathroom
Windows and external doors
Roofing
Behavioural change support

5.2.

Due to wishing to adopt a whole house retrofit approach which is different to
the normal practice adopted, the work may slip into the next financial year.

5.3.

Officers would consider widening the pilot to include private residents in the
vicinity where the work will take place.

5.4.

What is vitally important is for officers to work with residents to help them to
adapt to the approach required when using renewable technology.

5.5.

The results of the pilot would be assessed and if found to be positive, the next
step would be to undertake a procurement exercise to install PV on all
Council properties deemed to be appropriate by the end of March 2013 and
as with the pilot, consider a whole house retrofit approach and offering private
owners the opportunity to piggy back onto this initiative.

5.6.

In regard to progressing an SPV or LLP and exploring other options / routes
that may be available for PV / Energy initiatives, it is believed prudent to
commence exploring this area now, so should the Council wish to undertake
a large procurement exercise it is ready to progress relatively quickly. It is
also proposed to widen the scope of the work to cover the areas documented
in Point 4.6 to 4.8 of this report on Council new build etc. and tentatively a
repair arm as documented in Point 4.9.

5.7.

The work planned to be undertaken in this innovative area would need to take
into account the Energy Strategy being developed, the existing Asset
Strategy, existing Carbon Management Plan and the Stroud Standard being
developed as part of Self Financing.

5.8.

It is intended to resource this work initially from existing resources including
temporary members of staff whilst a recruitment process is undertaken for a
new manager to project manage these type of initiatives.
Cabinet – Special Meeting
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5.9.

Finally, it is proposed to report back to Cabinet on progress on all areas
documented in this report prior to the end of the Civic Year.
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STROUD DISTRICT COUNCIL

AGENDA
ITEM NO

EXECUTIVE
8 November 2012
Report Title

Purpose of Report
Decision(s)

Consultation and
Feedback

11

TO UPDATE EXECUTIVE ON THE PROGRESS OF
EXPLORING THE POSSIBILITY OF CREATING NEW
SPECIAL PURPOSE VEHICLES (NEW BUILD
DEVELOPMENT, LETTINGS AND MANAGEMENT
AND RENEWABLE ENERGY COMPANIES)
To note the contents of the report:
Executive Resolves to:
a) Discontinue the exploration of setting up a
Special Purpose Vehicle by the Housing
Revenue Account (HRA) but be alert to changes
in legislation that may allow this to be
considered again.
b) Take note that there is still a possibility that the
General Fund may continue to explore this
possibility if a case arises that is beneficial to
the Council.
Consultation has taken place with the Executive Leads
for Housing, Finance and the Environment.

Consultation has also taken Tenants Representative
Groups, including the Housing Management Forum on
6th March 2012, a Special Policy Panel on the 20th March
2012 and a Housing Advisory Panel on 17th October
2012.
Financial Implications There are no financial implications arising from this
and Risk Assessment
report. The cost of the legal and financial advice
procured to inform the decision will be funded from the
Housing Reserve.

Legal Implications

Sandra Cowley, Head of Finance
Tel: 01453 754121
Email: sandra.cowley@stroud.gov.uk
The summary of the legal position at section 3.2 below
reflects the specialist legal and financial advice provided
to the Council. It thus appears that the use of HRA
funding in the manner that was originally envisaged
would be open to challenge.
Peter Woodcock, Legal Services Manager
Tel: 01453 754369
Email: peter.woodcock@stroud.gov.uk
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Report Authors

Portfolio Holders

Options

Performance
Management Follow Up
Background Papers/
Appendices

Carl Brazier – Strategic Head (Tenant Services)
Tel: 01453 754105
Email: carl.brazier@stroud.gov.uk
Barry Wyatt – Strategic Head (Development Services)
Tel: 01453 754210
Email: barry.wyatt@stroud.gov.uk
Peter Stoate – Head of Housing Contracts
Tel: 01453 - 754196
Email: peter.stoate@stroud.gov.uk
Councillor Mattie Ross; Executive Policy Lead for
Housing
Tel: 01452 826587
Email: cllr.mattie.ross@stroud.gov.uk
Councillor Tom Williams; Executive Policy Lead for
Finance
Tel: 01452 822684
Email: cllr.tom.williams@stroud.gov.uk
Legal and Financial advice with regard to the HRA is
clear. The HRA cannot be utilised for anything but Social
Housing. The Council has the powers to engage in
Commercial activities but these must be via the General
Fund.
Review the professional legal and financial advice again
in 12 months time
Cabinet Paper on 22 September 2011 - agenda item 3
Localism Bill 2011
Sector Advice on New Homes Vehicle – September
2011
HMF Paper 6th March 2012 – Agenda item 6 Special
Delivery Vehicles
Special Policy Panel – Tuesday 20th March 2012
Housing Advisory Panel – October 17th 2012

1.0.

Introduction

1.1.

This report is intended to provide Executive with:
•
•

•
•

Background
An update and recommendation on the different options available with regard
to Stroud District Council’s (SDC) Housing Revenue Account to launch a
Development Vehicle to build new owned Council Houses and to launch a
Private Lettings and Management Company
An update on the potential of a Renewable Energy Special Purpose
Vehicle(SPV)
An update on ‘other’ potential Special Purpose Vehicles (SPVs).

2.0.

Background

2.1.

A Cabinet paper in September 2011 gave approval for officers to explore the
possibility of setting up Special Purpose Vehicles for:
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•
•
•

New Build Council Housing
Private Lettings and management on behalf of other landlords and to bring
back empty homes into use
Renewable energy and efficiency

2.2.

Since September 2011 research has been undertaken to gauge the feasibility
and rationale of setting up one or more SPVs. This has involved discussions
and visits to other Local Authorities who have already set up their own SPVs
and also to conferences to research and confer with colleagues from across
the Country concerning the possibility of setting up SPVs.

2.3.

Following the introduction of the new Housing Revenue Account (HRA) Self
Financing regime a Project Board was set up in April 2012 to take forward the
possibility of creating and setting up a SPV.

2.4.

The Board has focused on the possibility of setting up SPVs to build new
council houses and to operate private lettings and management. The intention
was to utilise the HRA Headroom of £10.6 million to fund a new build
programme. This would either be undertaken by the Council in its own right or
potentially via a SPV.

2.5.

With Council approving a budget of £2 million for new build at Top of Town and
Leonard Stanley in 2012/13 (as part of the Woolaways regeneration scheme)
the appropriate vehicle for this brought the issues into focus and required more
urgent consideration.

2.6.

The specific benefits of establishing a SPV were envisaged as potentially:
•

Utilising assured tenancies in the new Company with tenants having the
Right to Acquire and not Right to Buy (RTB) with all proceeds being
retained by the Council.

•

The Council also benefiting from the development of market sale units in
order to cross subsidise social homes thus maximising resources.

3.0.

Legal and Financial Advice – Development / Lettings and Management

3.1.

Legal advice was received from DAC Beechcroft and Financial Advice from
Sector in July.

3.2.

The advice received to-date indicates that:
•
•
•
•
•

HRA funding cannot be used to finance an SPV undertaking commercial /
market housing development
General Fund funding can potentially be used for this, but not for the
provision of social housing only commercial/profit making
Social housing is an HRA activity and funding has to be from the HRA
This, and a statutory instrument, apparently prevent us from using an SPV
to provide social housing
Any project where an obvious motivation is to avoid the RTB is open to
challenge, and the risk of such a challenge was significant
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•
•

There are significant restrictions on transferring land with houses on it to an
SPV
Garage land can be transferred to an SPV, and it appears that it does not
have to be at market value

3.3.

Two authorities that have already launched SPVs are being consulted
(Wokingham and London Borough of Barking & Dagenham) to see what advice
they were given and how they potentially overcame the above risks. A visit by
both Officers and Executive Leads for Housing and Finance to the London
Borough of Barking and Dagenham had been arranged for the 11th October
2012 but this was cancelled and is being re-arranged.

4.0.

Renewable Energy

4.1.

It was the original intention to consider the benefits of an SPV in terms of
commissioning the installation of renewable energy equipment on both council
and private homes from local companies. The key benefits being the
generation of income from the Feed in Tariff (FiT), the support of local
business/ local economy, helping to support those at risk of fuel poverty and
the reduction of the districts CO2 emissions.

4.2.

Changes in the FiT rate particularly for Photo-Voltaic (PV) installations has
significantly reduced the attractiveness of an SPV for this purpose in terms of
income generation.

4.3.

The partnership work that SDC is progressing with other Gloucestershire
Councils (and South Glos) and SWEA is likely to deliver the other benefits set
out above.

5.0.

Conclusion / Recommendation

5.1.

The SPV in respect of the HRA is not applicable at this time but may be at
some future date.

5.2.

Any new developments in the HRA will either be via a joint venture with a
developer (like Minchinhampton) or social units only with the potential of
tenants being able to exercise Right To Buy options.

5.3.

SDC will continue via National bodies such as the Association of Retained
Council Houses (ARCH) and the Local Government Association (LGA) to lobby
for the full retention of RTB receipts rather than the current rules.

5.4.

Any SPV will, in the interim, need to be led via the General Fund with the risks
and benefits being held there (this includes any potential SPV in respect of
Renewable Energy).

5.5.

It is recommended to note the lessons learnt from this exercise should the
General Fund wish to explore matters further as a potential mechanism to
deliver on corporate priorities which could generate additional income and
which in turn could be used to deliver on council priorities.
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Foreword

All of Britain’s political parties want to see more house building. The property industry agrees. We know that the
construction industry stands ready to deliver these homes. House building creates jobs and boosts the economy as
well as providing much needed homes that people urgently need. Why can’t we just get building?
Councils own around two million homes and they now manage their own ‘self-financed’ business plans. The debt on
these homes is very low, on average £17,000 per house. A lot of businesses and homeowners would be delighted to
have such a small amount of debt. They could take advantage of their situation to invest now for the future. We are
asking in this report that councils be allowed to make the same sorts of choices as normal citizens and companies.
Let us take advantage of low levels of debt to raise loans to build homes. We estimate we could deliver as many as
60,000 homes in five years.
We can get Britain building again very soon. There are many ‘shovel-ready’ sites standing idle. We are already working
with the house builders and the construction industry to get on with the job but we could do more. What is stopping
us? The answer is that each council has a centrally imposed debt ceiling. We just cannot use the borrowing power
tied up in our stock. If the government is serious about building new homes this must change. It must make use of all
options available to it, not just the private sector and housing associations. Councils can add significantly to the
provision of much needed affordable housing. They must also be allowed to play their part.
We therefore spoke to the markets to see what they thought about our plans to borrow a maximum of £7bn over five
years for house building. They said that this amount of money was insignificant in the scheme of things. It is a sum
that falls well below the amount allowed for standard statistical errors in our public borrowing figures. Of course senior
people in the markets also said that safeguards would need to be in place to continue to monitor the overall level of
debt at a national level, and we would be happy to work with government to find a suitable way for them to control
the level of additional borrowing that would take place. These days councils have a well-earned reputation for sound
management of their finances. This shone through from the positive reaction from the markets.
Some economists argued that financing such an economic stimulus from additional borrowing would not only be
inexpensive but – most importantly – would not be regarded as risky by the markets and by ratings agencies given the
small size of the proposed programme – as long as it formed part of an agreed policy shift towards infrastructure and
housing, and overall national debt levels were still managed carefully.
The report making this case has been jointly produced by a partnership of the Chartered Institute of Housing, the
Local Government Association and the Association of Retained Council Housing, supported by the Councils with
ALMOs Group and led by the National Federation of ALMOs.
The report makes use of two new pieces of work. The first one, carried out for ARCH in association with the LGA,
NFA, HouseMark and CWAG by CIH, assesses in detail the capacity of the local authority sector and its readiness to
build new homes. The full results from the ARCH-led study will follow on from the current report and, when available,
will complement its findings and proposals. The second, commissioned by the NFA, LGA, ARCH and CIH from Capital
Economics, assesses the market’s reaction to the extra borrowing that would be required if the proposals made here
were to be adopted. Its results are summarised later in the report.
The five organisations which are jointly supporting this study believe it makes a powerful case for change, and call for
a response from government which recognises a golden opportunity both to help tackle the housing crisis and to
stimulate the economy. Let’s get building.

Councillor Paul Ellis
Chair, Association of Retained
Council Housing

Robin Lawler
President, Chartered Institute of
Housing

Councillor Mike Jones
Chairman, Environment and Housing
Board, Local Government Association

Sue Roberts
PageMBE
137 of 178
Chair, National Federation of ALMOs

John Statham
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Executive Summary

In this report we demonstrate:
• The impact dedicated investment in housing could make to overall growth and to meet housing need locally.
Investing in building an extra 60,000 homes would add 0.6% to Britain’s GDP.
• The role that councils and ALMOs can play in meeting this challenge. Our work has demonstrated that,
provided with the necessary financial flexibilities, councils and ALMOs could deliver 60,000 additional homes
over five years – quadrupling current projections.
• That the market recognises the positive and stable track record of councils’ financial management and sees
the proposals in this paper to borrow a maximum of £7 billion over five years for house building as an
insignificant amount in terms of the wider market impacts.
• Options available to allow councils and ALMOs to play a more proactive role and deliver significant numbers of
new affordable homes through a relaxation or removal of the unnecessary, centrally imposed debt cap.
• Longer-term proposals which would bring the UK in line with approaches to measuring government debt
employed by other countries.
Councils and ALMOs can play their part in securing future economic growth quickly and cost-effectively
by further direct investment in housing.
If allowed by government, councils and ALMOs will:
1. Use their land and assets effectively to drive local growth.
2. Exploit and use to best effect the potential within the self-financing system to bring forward new homes in a
managed and planned way.
3. Collaboratively develop and support voluntary standards led by the sector to maintain effective financial
governance of housing accounts.
The five organisations sponsoring this report want to work with government to make the most of this potential. They
therefore recommend that the government:
1. Unlocks the potential to invest in housing by removing the HRA borrowing caps and relying instead on
prudential borrowing rules to ensure that investment is sustainable.
2. Considers the longer-term case for a planned and transparent move to adopt internationally recognised rules
to measure government borrowing, to bring Britain in line with our competitors.

The key questions this report answers
Why do we need to boost construction?
• The construction sector has been hit hard by the current recession and has massive spare capacity, so it is
well-placed to respond to any additional investment. The UK Contractors Group has shown that:
– for every £1 spent in building, 92p stays in the UK
– every £1 spent on construction generates a total of £2.84 in extra economic activity
– for every £1 spent by the public sector, 56p returns to the Exchequer, of which 36p is direct savings in tax
and benefits
– government’s role is key because it represents 30-40% of construction demand.
• Official figures indicate that investing in building 60,000 homes adds 0.6% to GDP.
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• Of all aspects of construction, house building is one of the easiest to get ‘shovel-ready’.
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• Continuing low levels of starts by private developers result overwhelmingly from lack of effective demand. This
is reflected in many housing market indicators, e.g. the CML forecast of total mortgage advances in 2012
being even lower than in 2010 and 2011.
• Developers therefore cannot sell houses to owner-occupiers because of the limited mortgage market, but they
can build houses for rent.

What is the case for more investment in housing?
• Based on official household projections, there is a case to build 83,000 homes per year to be available at
rents below market levels.
• A range of indicators, such as numbers on housing registers, poor affordability of private lettings and growing
use of temporary accommodation, support this case.
• Overall housing supply, and supply of homes at less than market rents, are both well below what is needed.
Total affordable supply at 57,950 in 2011/12 was about two-thirds what is required.
• The capacity of the whole social sector – local authorities and ALMOs as well as housing associations –
needs to be used to fill this gap.

Can ALMOs and councils actually deliver? What is their track record?
• Since becoming Investment Partners with the Homes and Communities Agency (HCA) in the last few
years, local authorities across the country have built over 3,000 homes and ALMOs specifically have
delivered over 1,000 new homes. This demonstrates that councils and ALMOs can gear up quickly to
deliver investment.
• In addition, local authorities have shown they can build at significantly lower levels of grant per unit for
equivalent properties.
• Much available land is council-owned and councils are well-placed to get community support for new build.
In some cases, land availability is dependent on the council controlling the development because of the
nature of sites available.
• Surveys have shown most councils have released housing land and are willing to release more.
• Councils and ALMOs can link construction work to apprenticeship and work experience schemes, in
partnership with private sector contractors.

Why should councils be allowed to borrow to ‘prudential levels’?
• Council housing has been ‘self-financing’ since 1st April this year but councils and ALMOs are currently
prevented from investing to their full potential, despite having low levels of current debt (just over £17,000 per
house).
• Debt levels are restricted by ‘borrowing caps’ imposed by government, which are much lower than the levels
at which councils could borrow sustainably.
• Currently councils have ‘headroom’ to borrow an additional £2.8bn to invest in housing. But without the caps
they would currently make plans to invest a further £4.2bn. If encouraged to invest, their maximum potential
might be £7bn over five years, building up to 12,000 extra homes per year.
• Borrowing to finance this investment would be well within the levels sustainable from projected incomes from
rents.

Pagefor139
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What are the implications for government?
• Increasing the amount of affordable or social rented housing would help reduce the housing benefit bill over
time as it increases the availability of cheaper properties to rent, and there would be significant savings if
tenants moved from more expensive private lettings or out of temporary accommodation for the homeless.
• Many authorities would be able to fund their increased build programme from additional borrowing. However a
number of councils would still require limited access to grant funding to ensure viable developments.
• Additional local authority borrowing would add to total public sector debt levels under current fiscal rules; but
the marginal increase in borrowing would be justified by the economic benefits and by the benefits of
providing affordable homes.
• CIPFA has in any case argued that the ‘borrowing caps’ are unnecessary since borrowing can be controlled
properly under prudential rules.
• While there are risks, these are manageable within prudential rules and with a proposed voluntary code that is
being developed.

What are the alternative options?
• The UK uses a wide measure of public sector debt; most governments measure ‘general government’ debt
which would exclude council housing because it is self-financing.
• There is not a level playing field between local authorities and housing associations as their borrowing is
counted differently; this is not the case elsewhere in Europe.
• The government is planning guarantees for house builders which will produce a contingent liability in the event
of default. However, if the government allowed more building by councils it would carry less risk to
government and provide a more direct economic stimulus.
• Local authorities have high credit ratings and an excellent track record of sustainable borrowing over many
decades.
• Any change to allow more freedom to borrow for council housing investment would therefore simply bring the
UK into line with international rules.
• While market opinion suggests caution would be needed in making any rule change over the short term, the
government could plan such a change in a transparent way, over a suitable time period, that would bring the
UK into line with its competitors.
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1 Economic stimulus and how housing
can provide it
‘Increasing the housing supply, especially of affordable homes, also has an important economic purpose...
Building affordable homes, when you look at the bare statistics, is a great economic multiplier.’
Mark Prisk, Housing Minister, NHF conference, 17 September 2012

The need for stimulus
Britain’s economy, along with those of most of the rest of Europe and North America, is barely growing. The case for
economic stimulus through house building is generally accepted, because:
• construction is likely to be a particularly rapid and effective way of achieving stimulus
• house building has ‘shovel-ready’ projects already available
• building social housing would use spare capacity and provide immediate work for building firms when there is
insufficient effective demand for new private housing.
For these reasons the government has already announced £10bn of guarantees for new building by housing
associations and private developers. This report argues the case for a modest further stimulus that is highly
cost-effective.

Advantages of investment in construction
One reason for focusing on construction is that the sector has contracted very sharply. Construction output is lower
than at any time since 2000.1 The ONS estimates that the sector’s contraction accounts for one-fifth of the decline in
overall GDP.2
Both the IMF and the Director-General of the CBI have made the case for a massive boost in construction spending,
arguing that it is three times as effective as tax cuts in stimulating the economy.3 The IMF argues that a fiscal
stimulus with a strong multiplier effect not only boosts GDP but means that the economy is better placed to repay
government debt through the tax yields that result.
The UK Contractors Group and Get Britain Building have argued in some detail (see Figure 1 on page 10) that:
• for every £1 spent in building, 92p on average remains within the UK
• for every £1 spent by the public sector, 56p returns to the Exchequer, of which 36p is direct savings in tax
and benefits
• almost 60% of construction employees are low-skilled, with relatively limited alternative employment
opportunities
• government has a key role because historically it represents 30-40% of construction demand.4

Case study – Nottingham City Homes
Nottingham City Homes commissioned an evaluation of the impact of its ‘Secure, Warm, Modern’
investment programme from Nottingham Trent University Business School. Among its conclusions it found
that the £37m programme had generated £56m of spending in the local economy around Nottingham,
and that the employment training associated with the investment added at least £13m to the lifetime
earnings of the participants.5

1
2
3
4
5

ONS (2012) GDP Preliminary Estimate, Q3 2012. London: ONS.
ONS (2012) New Orders in the Construction Industry, Q2 2012. London: ONS.
of 178
Freedman, C. et al (2009) The Case for Global Fiscal Page
Stimulus.141
Washington,
DC: IMF.
L.E.K. Consultants (2012) Construction in the UK: The benefits of investment. London: UK Contractors Group (see www.ukcg.org.uk).
See www.nottinghamcityhomes.org.uk/improving_your_home/impact_study/employment.aspx
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Figure 1: Multiplier effect of construction spending in the UK economy

£1 spent on construction output generates a total of £2.84 in total economic activity (i.e. GDP increase)
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and down the supply chain.
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manufacturing (especially of building
products and equipment), real estate,
business services (including architecture, planning and surveying), mining
and quarrying, and transportation.
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in household income as a result of
increased employment/income in
construction and other sectors
leads to increase in spending and
demand/output in the overall
economy.

Source: Construction in the UK economy: The benefits of investment.

Case study – Gloucester City Homes
In Gloucester they calculate that if they provide an apprenticeship to an unemployed young person (under
25) with the construction of every new house, then there will be an annual saving to the public purse of
more than £9,800 each in terms of saved welfare benefits and increased tax income. This very
substantially offsets the cost of a typical apprentice’s wages and associated employment costs.

Advantages of investment in house building
As a stimulus to the UK economy, there are at least five advantages to house building compared with investment in
other forms of construction:
1. Housing construction can be ‘shovel-ready’: needs are already known, land is often available with planning
permission, and house building can start more quickly on site than most other types of building.
2. House building can quickly add to GDP. Using official figures it is estimated that 60,000 new homes would
boost GDP by 0.6%.
3. Such a programme would increase total housing output each year by over 10% on 2011 figures.
4. As the government acknowledges, every £1m of new housing output supports 12 new jobs (net) – seven
direct and five indirect – for a year.6
5. Low housing output means there is considerable spare capacity in the industry. Compared with the first
quarter of 2007, when almost 50,000 units were started, in the last eight quarters house building starts in
England have been in the range 20-30,000.
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Jobs estimate based on DCLG calculation, see DCLG (2011) Laying the Foundations: A housing strategy for England. London: DCLG.

2 Why we need more investment
in affordable rented housing
The primary case for more investment in housing – and specifically in new housing built by councils and ALMOs –
obviously rests on evidence of growing housing need and unsatisfied demand, and that this specifically requires more
affordable rented housing in general and homes built by councils and ALMOs in particular. Recent research, often
using official sources, makes a convincing case.

Housing need
Overall need for new homes
The government’s housing strategy Laying the Foundations said that current household projections indicate a
demand for 232,000 extra homes each year over the next 20 years. The English Housing Survey showed that, in
2010-11, 390,000 new households were actually created.
Alan Holmans, formerly the civil servant in charge of housing need projections, has recently done a fresh appraisal of
needs which takes into account the household projections, loss of stock and other factors. He concludes that an
average output of 252,000 new homes is needed annually over the period to 2026. Based on household
characteristics and incomes, he projects that 169,000 of this new supply should be market housing (both for sale
and rent) and 83,000 should be social housing at sub-market rents.7

Different types of housing need
As would be expected, the needs of new households arise primarily from young adults. Of new households formed
in 2010-11, 89% were people under 35 years old. The English Housing Survey shows the importance of rented
homes for such young households. For all but 14%, their first home is rented: one in five new renters are social
tenants and four in five are private tenants.
Not surprisingly, young people’s aspirations to homeownership have been tempered by the credit crunch. A CIH
study found that only 69% of 25-34 year-olds thought that homeownership was their ideal tenure compared to
83% before the crunch.8 Separately, Professor Steve Wilcox has estimated that about 100,000 (of mainly young)
households annually are being prevented from becoming first-time buyers by the tighter credit restrictions
applying since 2007.9 A recent study suggests that 1.5m more young people (aged 18-30) will live in the private
rented sector over the period to 2020, because of continuing constraints on access to homeownership and
social housing.10
A further indication of unmet housing need is homelessness. Tackling this was described in Laying the Foundations
as a ‘demanding task’. The Housing Report published by CIH, NHF and Shelter in June 2012 pointed out that
homelessness acceptances have increased by 27% since mid-2010 and there has been a sharp increase – of 37% –
the use of bed and breakfast accommodation in the last 12 months, although overall homelessness acceptances
have now fallen slightly.

Need for homes at affordable rents
National data continue to indicate that private sector rents are rising faster than inflation. For example, the RICS
Residential Lettings Market Survey shows rents reported as 4.3% higher in the year to June 2012, with landlords
projecting further rises of 2% and 3.9% over the next six and 12 months respectively.11

7 Holmans, A. (2012) Interim Revised Estimates of Future Demand and Need in England in 2006 – 2026. Cambridge: CCHPR.
8 CIH (2009) ‘Young people move away from home ownership,’ Chartered Institute of Housing press release, 14 June. Coventry:
Chartered Institute of Housing.
9 Wilcox, S. (2010) ‘The Deposit Barrier to Homeownership’ in Pawson, H. and Wilcox, S. UK Housing Review 2010/2011. Coventry:
CIH.
Page 143 of 178
10 Clapham, D. et al (2012) Housing Options and Solutions for Young People in 2020. York: JRF.
11 RICS (2012) RICS Residential Lettings Market Survey (www.rics.org/lettingssurvey).
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Renting privately can of course be a preferred choice for many people. But as demand grows and rents increase,
many households have no other option and need housing at more affordable rents or with more security than the
private sector provides. For example:
• Analysis by Shelter showed that in 2011, using a yardstick of tenants not having to spend more than
35% of their income on rents, private rents were unaffordable at median incomes in 55% of local
authorities.12
• A study by Alison Wallace13 showed significant numbers of private renters preferring to be social housing
tenants, including:
– 37-44% of private renters with incomes below £29,999 per year
– over half of those aged 45-64
– over half of couples under 55 with children.
• More people are losing their private tenancies – Ministry of Justice figures on court orders for eviction show a
12% increase over 12 months and a 70% increase over three years; statutory homelessness cases involving
loss of an assured shorthold tenancy rose 42% between 2009 and 2011.
• The recent English Housing Survey shows that 11% of private rented households have someone on a waiting
list for social housing.
• Demand for social rented housing, with 1.84m households reported on council housing registers in April 2011,
is 4.5% higher than a year earlier.
A thriving affordable rented sector is therefore important to complement private renting, both to ensure there are
sufficient housing options for residents and to provide a more stable rental market.

Case study – Bristol
Bristol has a housing waiting list of over 13,000 applicants (June 2012) but in the past 12 months the city
council has only built 12 new homes with plans for 16 this year. At the same time, housing associations
built 292 homes last year and this year expect to build 241. The council has taken active steps to tackle
empty property, reducing numbers by over 500 in 2011/12, although there are still 1,725 empties (84%
privately owned). The private rented sector has doubled since 2001 to account for over 20% of the
housing stock, bigger than the social sector, but demand is such that on average nine people are chasing
every vacancy.
Source: Bristol Poverty Action (see: www.landlordreferencing.co.uk/blog/2012/08/10/shocking-bristol-poverty-report-revealsan-average-of-9-people-are-chasing-each-private-tenancy/#).

Housing supply
After the credit crunch, new house building fell to historically low levels and, despite a welcome improvement in
2011, output remains well below recent performance (see Figure 2 on page 13). The 2011 figure, of 114,160,
compares poorly with the 2001-2010 average of 142,000, even though it represents a 7% improvement on 2010. It
is still well below the requirements for new homes based on household growth, already mentioned.
Within total output, the key component is the numbers of units at below-market rents. As noted above, Alan
Holmans projects a need for 83,000 new units per year. The government has a target output of 170,000 over the
four years to 2015 (or about 42,000 per year).
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12 Shelter (2011) Shelter Private Rent Watch (http://england.shelter.org.uk/).
13 Wallace, A. (2010) Public Attitudes to Housing. York: JRF.
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Figure 2: New housebuilding in England to 2011

400,000
350.000

Local authorities

300,000

Housing associations

250,000

Private enterprise

200,000
150,000
100,000
50,000
0
6
194

0
195

4
195

8
195

2
196

6
196

0
197

4
197

8
197

2
198

6
198

0
199

4
199

8
199

2
200

6
200

0
201

Source: DCLG Live Table 244.

In 2011/12, 57,950 homes were supplied at below market prices, exceeding the government target but well short of
the Holmans estimate, and 4% below 2010/11.14
There are also concerns about aspects of the current programme:15
• In 2011/12, there were just 15,698 starts on site, suggesting that 2012/13 output will be much lower than last
year’s; indeed new starts in April-June 2012 were down 23% on the previous quarter.
• Within the 2011/12 total, the proportion of Affordable Rent starts is much higher than before (8,873) and of
social rent units much lower (3,305), showing how the balance of the programme is changing rapidly.
• Government moves to ease ‘planning gain’ (or section 106) agreements will reduce affordable housing output
that otherwise would have resulted from private development schemes.
Supply of social rented homes is therefore likely to fall substantially this year as the HCA concentrates its resources
on the Affordable Homes Programme and developers concentrate on building for sale.

The demand-supply imbalance
New supply is falling significantly below projected needs. Government programmes to stimulate building of affordable
homes for sale, while very welcome, have not yet had much impact on new starts. And as is well known, while there
is likely to be further growth in private renting, in the past this has largely been through transfers of property from
other tenures rather than new build for rent (one of the main reasons for the government inquiry led by Sir Adrian
Montague). Action to promote further new build by councils and ALMOs is therefore very desirable but currently
constrained by fiscal policies.
For applicants on housing registers, the crucial statistic is not new output but the availability of new lettings (from the
current housing stock plus any new additions). The total number of new lettings improved slightly in 2010/11
(reflecting the increase in output of new homes noted above). At 231,000, lettings were 8% higher than the previous
year’s total. However, new lettings remain at historically low levels – two-thirds of their levels in the mid-1990s.
14 DCLG (2012) Affordable Housing Supply, England, 2011-12
alsoof
DCLG
Live Table 1000).
Page(see
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15 Analysis in this paragraph is based on HCA (2012) National Housing Statistics 2012 (as revised in August 2012 – see
www.homesandcommunities.co.uk/housing-statistics).
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Quite apart from the overall demand-supply imbalance, there will also be changes in the make-up of new lettings by
social landlords. Practically all new lettings are currently at social rents, but this will gradually change as new units are
built for Affordable Rent, including replacements for right to buy sales, and as a proportion of existing units are
changed to Affordable Rents when they are relet. Although it is difficult to project trends which are only just
beginning, one estimate of the effects on the total stock of properties let at social rents is that there will be 250,000
fewer in 2015 compared with 2010.16

Making best use of the sector’s capacity
Most housing association output is now via the government’s Affordable Homes Programme. While this meets
demands that cannot be met by the private sector, there is concern about how to satisfy the continued need for
homes for lower-income households who cannot afford the new rent levels especially in regions where there is a big
gap between social and private rents. Also, the Affordable Homes Programme is very ‘back-loaded’ and is likely to
deliver most homes towards the end of its four-year life.17 The Public Accounts Committee has drawn attention to
other risks in the programme. For example, it will have used much of the capacity of the housing association sector
to leverage-in private funding, leaving very limited capacity beyond 2015.18
Given the scale of housing need, it makes sense to use the capacity of councils and ALMOs to build homes in
addition to using the capacity of housing associations. Indeed, this report argues that it would be a grave error to
underutilise this capacity, especially given the favourable circumstances for new building by councils and ALMOs
following the government’s implementation of self-financing on 1st April.
Building new homes is also a crucial aspect of effective asset management – being able to respond to changing
needs (e.g. for more small units, in response to welfare reform) or replace unsatisfactory/under-occupied stock.
Housing associations have always had development programmes which have given them scope to reconfigure their
stock, but local authorities have not: self-financing potentially provides the opportunity to do this as part of their
business plans.
While the report therefore makes comparisons between local authorities and housing associations, these are purely
to provide answers to potential questions as to why councils and ALMOs should build and to argue that it should not
be left solely to associations, who of course have a long and admirable track record of delivering new homes.
The rest of this report is about using the resources of local authorities and ALMOs to complement the current
Affordable Homes Programme with a further initiative that will secure additional, new rented homes. The original
‘prospectus’ for self-financing called on councils to use their new capacity to build 10,000 new homes per year. We
believe that councils and ALMOs can rise to this challenge and indeed exceed it.
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16 Assessment by Jules Birch, 15 June 2012 (see http://julesbirch.wordpress.com/2012/06/15/vanishing-act/).
17 Inside Housing (2012) ‘HCA defends 2015 completionPage
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178 10 August 2012.
18 Public Accounts Committee (2012) Financial viability of the social housing sector: Introducing the Affordable Homes Programme.
London: PAC (Thirteenth report).

3 Why we need more house building
by local authorities and ALMOs
Currently there are 167 English local authorities which own social housing, totalling 1.7m dwellings, managed either
directly or through ALMOs. What is their recent track record, how well-placed are they to invest in more new housing
and what are the advantages of them doing it? This section of the report specifically addresses the situation of
English authorities, although Wales faces similar issues and has similar opportunities. Scottish councils do not face
the same constraints (see box at end of chapter).

Recent investment in council housing
In recent years local authorities have made very significant levels of investment in social housing, but as is well known
the vast majority has been investment in the existing stock to achieve the near delivery by 2010 of the Decent
Homes Standard. As the latest English Housing Survey acknowledges, the local authority sector has outperformed all
other sectors (housing associations, private landlords and owner-occupiers) in achieving the standard. In the case of
ALMO authorities (and in the last year some authorities who manage their own stock) this investment was aided by
significant amounts of extra subsidy. But quite apart from this, all councils have mobilised their own resources to
make the required investment and in many cases have achieved higher than the required standard.
Because of the urgent need to concentrate on achieving decency, and the lack of specific financial assistance for
new build, until 2010 local authorities built only 200-300 units per year, levels maintained continuously since 1997.
However, only 20 years ago output was much higher, with (for example) as many as 14,000 local authority
completions in 1990 alone.
Renewed grant funding from 2010 allowed councils to start 1,390 units in that year, almost a ten-fold increase on
2009. Over the two years 2010 and 2011, 3,020 units were completed and a further 430 added in the first half of
2012, demonstrating that councils and ALMOs can gear up quickly to deliver investment in new build – as well as in
their existing stock.
The majority of these completed units were financed under the HCA’s Local Authority New Build (LANB) programme,
whose first approvals were only announced in September 2009. The LANB programme also demonstrated that local
authorities and ALMOs can deliver at a lower per unit cost.19 The level of central government grant received by local
authorities was almost £10,000 lower than for housing associations overall. In some regions this was even more
pronounced (for example, in London the difference was £36,000).
Councils are now also participating in the government’s latest Affordable Homes Programme – 26 are so far
taking part.

Councils and ALMOs are well-placed to start building
Not only are councils and ALMOs ready and with recent experience of building homes, but in the current situation
they can do so when private developers cannot, and also make use of private construction capacity. This is because:
• Continuing low levels of starts by private developers are mainly the result of lack of effective demand, as is
shown by many housing market indicators, e.g. the CML forecast of total mortgage advances in 2012 is lower
even than in 2010 and 2011.20
• Public housing building can take up this slack, because almost all the work is done by private contractors and
demand for rented homes is extremely high.
• While local authorities are already collaborating to stimulate private sector housing, as the HCA has pointed
out,21 they are also very willing and ready to build themselves.
19 LGA (2010) Housing Shortages: What councils can do (see www.local.gov.uk/web/guest/publications/-/journal_content/56/10171/
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20 See the CML Housing and Mortgages Forecast (www.cml.org.uk/cml/publications/forecast).
21 HCA (2012) Local government and home builders collaborate on delivery of new homes. HCA press release, 22 June 2012.
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• Local authorities have recent experience of getting investment moving quickly as demonstrated above.
• Government capital expenditure is due to fall in real terms by almost 8% over the current spending review
period; but the cut in housing investment (through the HCA) is 63%, a further indication of spare capacity in
the sector.22
• Long-term underinvestment in affordable rented housing puts a significant constraint on the UK economy,
limiting labour market flexibility and absorbing resources into housing through rising house prices. A growing
supply of affordable rented homes will contribute to Britain’s competitiveness.

The potential of self-financed council housing
The reform of council housing finance and the start of self-financing on 1st April this year has been a massive boost
to councils’ ability to manage their housing finances more positively. Through this process, councils have taken on
about £8bn of extra debt, but despite this are now financially much better equipped to make new investment
because they have full control of their incomes and (like housing associations) no longer have any government
subsidy towards their running costs.
Self-financing has created a new business framework with a range of factors that support new investment:
• Councils all now have proper 30-year business plans and asset management strategies for their stock,
whereas before 1st April their business plans were far weaker, because of the uncertainty of annual decisionmaking through the HRA subsidy system.
• While councils are subject to borrowing caps, many have already been able to plan more investment than they
were able to contemplate prior to self-financing, because of the headroom they have within the borrowing
caps – this totals some £2.8bn.
• Councils have already or are in the process of separating out their housing debt and managing it as a distinct
portfolio, enabling them to make their reserves work in supporting new investment.
• Council debt levels are modest on a per-property basis; average council housing debt is now just over
£17,000 per property, similar to that for housing associations (but more evenly spread, so that the proportion
of debt to equity (the ‘gearing ratio’) is typically 50% below those of developing housing associations).
• Councils have low borrowing costs for new debt which has also helped to create headroom in their budgets
(see below).
• Councils have lower management costs than housing associations; rents for new lettings are on average £12
lower; average weekly housing benefit payments to tenants are some £9 lower.
• As a consequence of these factors, and the ability to cross-subsidise building costs from sales and other
revenue and to provide free land, many councils’ plans for new build include only limited or no reliance on
grant funding from the HCA.
• Councils formally adhere to the CIPFA Prudential Code for Capital Finance and have a long-standing track
record of responsible borrowing with virtually no defaults, over many decades.
The above is a brief summary of the advantages which council housing currently enjoys as a vehicle for investment in
new housing. Some of the points mentioned will be picked up in more detail later in this report.

Councils’ current potential and plans for house building
The current £2.8bn headroom available to councils following self-financing already enables them to plan a limited but
still significant new build programme. The headroom is however very unevenly distributed: some councils have no or
very limited headroom and may not be able to plan any new build.
Councils’ current plans to use their headroom therefore vary considerably. The early evidence from the study being
carried out by CIH for ARCH (in association withPage
the LGA,
NFA,
and CWAG) indicates that:
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• some councils anticipate access to grants from the HCA at current rates under the Affordable Homes
Programme; their lower borrowing costs would lead to lower rents
• others expect to build without grant
• some could maintain a modest annual new build programme from revenue resources, without extra borrowing
• many councils want to create mixed schemes of social rent and Affordable Rent, and for open market sale,
with cross-subsidy within the scheme
• councils have mixed plans in terms of whether schemes are purely council-led or whether they involve
partnerships with housing associations or private developers
• some councils have already been invited to work with private developers who have stalled schemes that are
not currently viable as building for sale
• many developing councils and ALMOs currently look to provide around 50 new homes per year, but some
would aim to provide (say) 500 if they were not limited by their current debt caps.
At this early stage following self-financing, not all councils have made firm new build plans as they will also (of course)
have to plan and execute planned maintenance and decent homes work on their existing stock. However, the
ARCH-led study so far suggests it is likely that plans for new build could be of the order of 15,000 units spread over
five years, with the current caps in place, or about 3,000 per year.

Practical examples
Stroud District Council have a stock of 5,200 properties. They borrowed £91.7m as part of the transition
to the self-financing regime The council plans to use the new flexibilities to invest over £23m in existing
properties and build over 100 new council-owned properties to extend its stock. If Stroud were provided
with the flexibilities we are seeking they would be able to build a further 188 properties – almost trebling
their build programme.
If Mid-Devon District Council were provided with flexibilities and increased local discretion they could
increase their new build programme by 1,000 homes over ten years.
Newark and Sherwood Homes manage a stock of 5,500; if provided with further flexibilities and
increased local discretion through self-financing, up to 300 new homes could be delivered in ten years.

Councils’ ability to facilitate investment
Quite apart from the benefits of self-financing, councils have several intrinsic advantages in making investment in new
housing because of the way that their landlord role complements their strategic housing responsibilities. For example:
• Much building land is council-owned, often associated with existing council estates. Many councils have
already used small sites (e.g. sites land-locked by other housing) in developments part-funded by the HCA. In
some cases, land availability is dependent on the council controlling the development because of the nature of
sites available.
• Councils are willing and able to release land. In a recent LGA survey, 75% of respondents said that their
council released its own land for housing development over the last five years and 85% that their council
planned to release housing development land in the next five years.23
• Use of council land keeps down costs and makes better use of existing public sector assets. Current unit
costs in the Affordable Homes Programme are £127,000 (although a higher proportion of these units are
probably in high-cost areas).24 A survey of house building by stock-retaining councils found average costs of
completed houses to be £119,000 per unit and £114,000 for those still under construction, including land.25
In this report we have therefore assumed an average unit cost of £116,000.
23 LGA (2012) Unlocking and Stimulating Housing development: A survey of councils (see www.local.gov.uk/c/document_library/
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24 HCA (2012) Affordable Homes Programme 2011-15: Summary of offers accepted as of the end of June 2012. London: HCA.
25 APSE (2011) Firm Foundations: The holistic benefits of building by stock-retained councils. London: ARCH.
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• Councils can link new build to the reconfiguration of their existing stock, to produce housing which best meets
current local needs. This might involve selective replacement of difficult-to-let or hard-to-modernise stock, or
replacement of wrong-sized stock with new housing that better matches the profile of tenant needs (see
examples).
• In these cases, councils need to liaise with tenants’ associations and plan new developments that carry their
support, especially ones in or adjoining existing estates. As landlords, they are best-placed to do this.
• Councils have enormous advantages because they know their communities. They can therefore develop the
right product, plan developments and move through the planning process more quickly, make best use of
small sites, get local communities on board and deliver more quickly.
• Councils which have housing stock are also strategic housing authorities which maintain Strategic Housing
Market Assessments for their areas. This means that they can initiate new house building that complements
the activity of other providers, including housing associations and private developers, in their areas.

Practical examples
Newark and Sherwood Homes delivered 52 properties during 2010 and 2011 through the Local Authority
New Build (LANB) programme. They used eight infill sites and addressed issues relating to parking,
rubbish dumping and anti-social behaviour. The project offered opportunities for local communities
through a training plan and apprentice schemes, which allowed residents to gain skills and employment.
Exeter City Council used LANB to build 21 attractive small units aimed at people aged 55+, and intended
to release family-size units in the existing stock in order to better meet Exeter’s waiting list demands.
The London Borough of Wandsworth used LANB to build extra units onto unused land which was
causing an environmental nuisance in one of its estates, and used its precise knowledge of local needs in
specifying the make-up of the new units. Work has just been completed.
Northwards Housing in Manchester has plans to develop a number of inaccessible pieces of land within
estates such as garage sites or demolition sites. They are considering modular forms of building allowing
units to be completed on site quickly with minimum disruption to residents. They aim to move older
people currently under-occupying family homes to new, energy-efficient homes within their existing
communities, freeing-up much needed family housing.
Nottingham City Homes are building 27 new properties, using a local building firm, on four under-used
garage or vacant sites, funded directly from the housing revenue account. They want to expand this
programme because they are demolishing 1,000 flats that are no longer viable and they plan 350
replacement houses and bungalows to meet current needs.
The London Borough of Barking and Dagenham has committed to build 763 affordable homes by 2015.
Of these, 477 are in partnership with fund manager Long Harbour, one in five at social rent. The remainder
of the programme is HCA-funded, with Affordable Rents – but well below the maximum allowed.
Blackpool Coastal Housing with Blackpool Council is using its debt headroom to develop a new
sustainable low-rise housing estate in Queens Park, to replace five 1960s tower blocks that are unpopular
and costly to maintain. Construction will create local job opportunities, and the new design will tackle
anti-social behaviour and crime issues. There will be a mix of family accommodation and flats that can be
converted to family homes as and when required. All existing tenants who want a home in the new
development are guaranteed one, maintaining the sense of community.
Six Town Housing in Bury has completed a development with 38 two-bedroom and two one-bedroom
extra care apartments with associated communal
including a bistro and hairdressers, for older
Page facilities,
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The broader economic impact of investment by councils
In addition to the wider economic stimulus provided by new house building described in Section 1, local authorities
are geared up to maximising the local benefits of new construction in a variety of ways:
• councils are able to link construction work to apprenticeship and work experience schemes, in partnership
with their private sector contractors
• as well as directly creating jobs, new build can be tied into worklessness prevention schemes among council
tenants, getting people into work and reducing benefit dependency
• councils can most readily identify and make available land from stalled private sector building projects
• many recent local authority new build schemes (e.g. those through the LANB fund) have achieved high
energy-efficiency levels and serve as exemplar schemes locally.
It is important to recognise the wide differences between regions and that in some parts of the country the priority is
regeneration, where replacing existing unsatisfactory stock can both provide housing that meets today’s requirements
and contribute a much-needed stimulus to local economies.

Practical examples
Wolverhampton Homes has a range of activities to promote jobs in the building industry among its
tenants, including a programme called LEAP (learning, employment and achievement programme) which
offers 10-month apprenticeships, with training, in building skills. It created 69 apprenticeships in two years,
of which 58 have been sustained, and so far this year 17 apprenticeships and 14 trainee placements have
been offered. It also supports a social enterprise called the Timkins Project which provides training in
building skills for young people not in mainstream education and for adults referred from the health service
and other agencies.
The London Borough of Croydon has been building houses since 2008, and uses its programme to
provide training in construction skills. So far it has had 18 direct short-skill courses, 13 indirect short-skill
courses and seven indirect employed placements. It has also introduced contractual requirements about
training and use of local sub-contractors and suppliers.

How councils would invest further if they were able to do so
A provisional assessment of the full potential for councils to invest, if councils were able to make prudential use of
their full borrowing potential now that they are self-financing, has been made using the DCLG self-financing model. It
shows that they could theoretically borrow up to £20bn in the next five years with their current projected income and
up to £27bn if they charged higher Affordable Rents on newly built stock. Figure 3 (based on these results, and taken
from the ARCH-led study) shows the debt profile for the sector if borrowing above the caps were allowed (in this
case with no change in income, other than increases in rents at RPI + 1⁄2%).

Figure 3: Potential for extra housing investment by local authorities, with the same income
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This extra borrowing would enable 170-230,000 extra homes to be built in total, if all the potential investment were
devoted to new build. This could of course be even more if grant were available from the HCA.
In practice, provisional results from the ARCH-led study suggest that authorities would stay well within their
theoretical capacity, and at present might consider building a further 36,000 homes costing £4.2bn. These figures are
very tentative and probably reflect reluctance to express a view given the reality that investment is still capped. Taking
this reluctance into account, but also bearing in mind limitations such as land and organisational capacity, possible
additional investment of £7bn over five years, to produce an extra 60,000 extra homes in total, would appear a
reasonable estimate of the sector’s maximum additional new build capacity. This is the headline figure used in the
remainder of the report in considering the economic consequences of such increased investment.

Effects of potential new investment
If 12,000 new homes were built each year, in addition to the limited programme which councils already plan to
finance, this would be a significant boost. It would raise overall house building output by more than 10% and
compares favourably with the total of 15,000 homes promised by the government’s plans to boost house building
announced in September.
Using the multipliers noted in Section 1 of the report, additional investment of £7bn would be the equivalent of a
£20bn boost to the economy and generate almost 17,000 new building industry jobs each year over five years.
These figures are necessarily tentative. Much fuller details of local authorities’ actual potential to invest sustainably
if they were no longer subject to same borrowing caps will be available when the ARCH-led study is released later
this year.

Lessons from Scotland
In 2011, the 26 stock-owning Scottish councils started 1,224 new homes, the highest level for more than
20 years. Their performance is similar to that of England’s even though Scotland only has one-tenth of
England’s population.
Local authorities’ ability to build at relatively low grant rates has proved attractive to the Scottish
Government, with flat-rate payments of £25,000-£35,000 per dwelling equating to only around 20%-25%
of scheme costs (as compared with grants of around 60% needed by housing associations in 2009/10).
Councils’ ability to do this partly reflects the bolstering effect of local authority-owned land contributed at
nil cost. In a few cases significant contributions have also come from second homes council tax income
or developer payments levied under planning powers.
Delivery of new council housing at low grant rates has come mainly from additional investment via rent
fund contributions or through prudential borrowing, where the cost of debt repayments is partly borne by
all existing tenants rather than being accounted for just at scheme level, as has been traditional for
housing associations.
Why has such performance by local authorities been possible in Scotland and not in England? Scottish
local authorities are not constrained by borrowing caps. For many years they have had no subsidy system
comparable to England’s and they have been effectively self-financing. While (as in England) they are
subject to prudential rules, they have been willing to finance extra borrowing from rents. Their extra
borrowing counts against government borrowing measures, but has not been sufficient to cause
difficulties.
Source: based on Pawson, H. and Wilcox, S. (2011) UK Housing Review 2011 Briefing Paper. Coventry: CIH, 2011.
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4 How a new build programme could be
financed and its implications for government
Overall effects
A new build programme of the scale outlined would be financed from a combination of new borrowing, local
authority reserves and (in some cases) government grant. Each of these has different consequences for government
expenditure and borrowing.

Revenue costs and savings
The implications for government of an expanded council new build programme, in terms of its revenue costs and
savings, are complex, and the following is a summary and very approximate forecast of the effects:
• There is no longer any direct revenue subsidy to local authority housing accounts, so direct costs only arise
from the financing of any grant (now known as ‘social housing assistance’) from the HCA. However, many
authorities are planning to avoid the need to claim grant, funding the costs entirely from income (including, of
course, the income from the new lettings). If grant were paid at a similar rate to that which applies in the
Affordable Homes Programme (£20,000 per unit), and half of the possible output of 60,000 units required
grant, the total cost would be £600m.
• Some 65% of council tenants receive housing benefit and to the extent that rents bear the costs of extra
borrowing, this does of course imply higher levels of government spending (through rent rebates). However,
the effects are not straightforward, because almost half of new entrants to social housing were previously
private renters. In such cases (assuming any eligibility for benefit is the same), there are potential savings of
(on average) £2,000 annually in benefit costs for each new unit let, because of council rents being much lower
than private rents. If 60,000 units were built, and say one-third of the new lettings that resulted (both in the
new units and in existing stock) were to go to benefit recipients moving from the private sector, there would
be an annual saving of £40m continuing into the future.
• Government welfare reform seeks to limit the growth in the annual cost of housing benefit. However, it is clear
that the private rented sector will continue to grow and – in the absence of alternatives – benefit-dependent
households will have to continue to use the sector. Creating more new lettings in the social sector potentially
creates more space for tenants who pay their own rents in the private sector, helping to reduce the benefit bill.
Even though difficult to quantify, this is likely to be particularly important in areas of high demand where market
rents and competition are high.
• Revenue savings could be even greater if new lettings go to people moving out of council-financed temporary
accommodation (including bed and breakfast hotels) – see the box below. If the lettings that resulted from a
new build programme reduced the overall use of temporary accommodation by 10% (not an unreasonable
assumption) then the potential annual savings would be in the range £100m-£250m.
• In Section 1, we showed how any extra costs to government could be more than offset by the increases in
tax revenue, at least initially, from extra employment and other additional economic activity produced by the
new build programme. A £7bn investment programme would have a wider economic impact of around
£20bn. If assumptions set out in section 1 are correct, there would be offsetting income to the Exchequer of
£2.5bn over five years in extra tax and in benefit savings.
The points above show, albeit in crude terms, that any extra direct costs to government of an investment programme
could be substantially offset by savings within the housing and welfare budgets – and potentially be more than
matched by the tax income from the additional economic activity generated.

Potential savings from temporary accommodation
There is particular potential for substantial savings (as well as for relieving real hardship) if households can
be moved from expensive temporary accommodation into permanent lettings, as a result of the extra
lettings capacity which a significant new build programme would create. Currently (June 2012), there are
Page 153 of 178
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An indication of the savings is given by figures in a recent House of Commons Library Note.26 A basic
saving is that DWP allowances to local authorities per unit of temporary accommodation are £2,000£3,000 annually (depending on location). However, a fuller estimate of savings to the public purse is that
these would amount to about £5,000 per household annually – a significant figure to offset against the
annual costs per unit of new building.

Capital costs and borrowing
From a central government perspective, the main concern about an enhanced local authority new build programme
is the extra borrowing that would be required, which we assess as a maximum of £7bn over five years. If this were
principally to be financed from new borrowing (although some may be financed from receipts and reserves) this
would inescapably add to general government borrowing.
To the extent that local authorities borrow within the caps set by government, this should be within current Treasury
and OBR forecasts of public sector net borrowing (PSNB) and total debt (PSND).
Where borrowing to fund an enhanced new build programme exceeds the current caps, as proposed here, there are
implications for both PSNB and PSND. The government could respond to this in two ways:
• accept that Public Sector Net Borrowing will increase (or not contract as quickly as planned), as a valid price
to pay for a much-needed fiscal stimulus and help to a struggling housing market, especially given that
revenue income will be generated that can itself be used to pay off debt
• review its fiscal rules and bring them into line with international conventions, which would no longer require
council housing investment to be counted against the main measures of government borrowing and debt.
The first of these – extra borrowing under current rules – is dealt with in Section 5. The second – reviewing and
changing the rules – is dealt with in Section 6.
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26 House of Commons Library (2012) Homeless Households in Temporary Accommodation (England). HoC Library, 8 October 2012.

5 Extra borrowing under current fiscal rules

Why extra borrowing for new housing is justified under current rules
Section 1 of the report put forward the case for an economic stimulus and Sections 2 and 3 showed how building
new houses, and specifically new rented homes built by local authorities, would not only be one very effective way
of helping to create this stimulus but would also meet pressing housing needs and have wider economic and
social benefits.
The organisations sponsoring this report recognise the importance of the government’s overriding objective of
reducing public sector debt. Even so, we believe that there is a straightforward case for some additional borrowing
to achieve the beneficial outcomes of such investment for the economy. We have been joined in this argument by
many other bodies who either call generally for an investment stimulus (most notably, the IMF) or specifically call
for extra housing investment. Indeed, the economic case has recently been made by city broker Tullett Prebon
for a specific local authority/housing association investment programme that would total £10bn annually.27
The maximum programme we are proposing – amounting to some £7bn over five years – would be much less
than this.
The case for additional borrowing rests partly on the intrinsic merits of the investment proposed and its expected
outputs, but also on the argument that the UK economy has ‘fiscal space’ (the IMF’s term) for limited extra
borrowing aimed at promoting growth. The argument is based partly on UK debt levels and partly on the costs of
servicing this debt.
The UK has significant advantages in financing its debt (and in adding marginally to its debt) compared with other
countries. The average maturity of UK sovereign debt is about 14 years, meaning that it is not vulnerable to
sudden increases in interest rates. Current borrowing costs are of course extremely low, an advantage in itself, but
even if they start to rise the long maturity of Britain’s overall debt means the effects will be limited. Furthermore, the
UK is recognised as having the distinct advantages (in the current climate) of its own currency and central bank.
Some economists have therefore argued that financing an economic stimulus from additional government
borrowing would not only be inexpensive but – most importantly – would not be regarded as risky by the markets
and by ratings agencies given the small size of the proposed programme, as long as it formed part of an agreed
policy change to shift expenditure towards infrastructure and housing and overall national debt levels were still
managed carefully.
In this context, the extra borrowing proposed – adding only marginally to total public debt – would have strong
economic advantages.

Who would provide the new borrowing?
Three-quarters of long-term borrowing by local authorities is currently from the Public Works Loan Board (PWLB).
Many authorities would seek to borrow further from the PWLB, but already some are considering bond issues
(usually on a joint basis among authorities), for example for investment in renewable energy for housing.
Borrowing from banks and building societies might be attractive on a short-term basis, later to be refinanced
through other mechanisms.
An issue arises if the proposal to be outlined in Section 6, to change fiscal rules, were to be adopted. The
government would then encourage councils to use sources other than the PWLB, since PWLB borrowing is
inescapably part of government borrowing. But as just noted, some councils are already exploring private sources
of borrowing which may already be competitive with PWLB rates.
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How would the borrowing be managed?
If the principle of additional borrowing above the current caps were to be accepted, the government would have a
range of options for managing such a move. Removal of the caps would of course be the option strongly preferred
by the five bodies commissioning this report, since even in their absence the government would retain its statutory
powers to intervene if borrowing became excessive, either generally or in a particular case. We argue below that
there is a strong argument that the existing prudential framework is a sufficient safeguard that such borrowing would
be sustainable, and the scale of borrowing anticipated is in any case well within the capacity to repay it.
However, if the government were not willing to go this far, the bodies sponsoring this report would of course be very
willing to negotiate alternative mechanisms.

What are the risks?
The basic risks now carried by council housing are similar to those of housing associations, in that repayment of debt
depends primarily on income from rents.28 Rental income can be threatened by factors such as arrears, excessive
voids, reduced demand, contraction of the asset base (e.g. through right to buy sales), etc. However, local authorities
are well used to dealing with such risks and many ALMOs in particular have to manage the risk because they are
paid via a fee relating to the numbers of units in management.
One new risk faces all social landlords: the progressive effects of the government’s welfare reform programme, and
especially the implementation of universal credit planned for 2013. Landlords are likely to be factoring in higher levels
of potential arrears into their business plans, to reflect the new risk. However, as noted above, local authorities enjoy
some protection because of their lower gearing levels and lower rent levels compared with associations, and also
generally lower arrears and management costs.

Who carries the risk and how can it be monitored?
While many councils are now separating their housing and non-housing debt for treasury management purposes,
any default would be a call on the local authority as a whole, not (as with associations) purely on the housing
business.
Total local authority borrowing is currently about £81bn, including the additional borrowing taken on to enable council
housing to be self-financing. The maximum £7bn extra investment proposed in this report would therefore be
significant, although well within the sector’s borrowing capacity and its ability to sustain debt given low debt levels
per property and a buoyant income stream from rents. Local authority debt of course accounts only for a fraction of
total government debt – just over 6%.
Nevertheless, the issue about who carries the risk of additional borrowing is bound to arise. The prime responsibility
for treasury management risk lies with the local authorities themselves, and they are subject both to statutory
guidance on this and to a CIPFA treasury management code. Councils have a strong track record of prudential
borrowing governed by the code. In the event of failure, a local authority has to finance the costs itself.
A detailed case has been made by CIPFA (in evidence to the CLG Select Committee29) that the borrowing caps
imposed on local authorities when self-financing began are unnecessary, arguing that:
‘...the introduction of [the] Prudential Code has clearly proved that Local Authorities can be trusted to act prudently
with regard to borrowing. Under prudential borrowing, a local authority must only borrow when and if the debt

24

28 There is a comprehensive assessment of risks facing social housing, principally housing associations, in Jones, M. and Lupton, M.
156
of 178 London: Savills.
(2011) Viability and Vitality: Sustaining the financial viabilityPage
of housing
associations.
29 CIPFA (2012) Written submission from the Chartered Institute of Public Finance and Accountancy. London: House of Commons
Communities and Local Government Committee.

LET’S GET BUILDING
T h e c a s e f o r l o c a l a u t h o r i t y i n v e s t m e n t i n re n t e d h o m e s t o h e l p d r i v e e c o n o m i c g ro w t h

repayments and interest are affordable. Affordability is crucial and therefore aggregate borrowing should never
reach unaffordable levels. The cost and availability of loans in itself provides the commercial discipline, obviating
any need for regulation.’
CIPFA went on to argue that the introduction of prudential borrowing for councils in 2004 had been a complete
success, with borrowing levels remaining modest and prudent, and never with any indication that the Treasury might
have to use its reserve powers to intervene. CIPFA added that ‘councils can be trusted to manage complex finances
on behalf of their local communities. Localism is a good model for ensuring joined-up decision-making, efficient
outcomes and economic growth’.
It might be added that housing associations do of course have to manage their own debt, and while none have had
direct recourse to government, the regulator has in the past intervened to secure solutions to major threats of default
such as the Ujima case. Nevertheless the solution was contained ‘within the sector’.
There is therefore a strong argument for the new investment proposed in this report, based on current fiscal rules
and against the backdrop of the UK’s debt position, simply to be financed from extra borrowing using the current
prudential regime to govern the risk.

Additional safeguards being considered to ensure robust business plans
Local authorities are nevertheless conscious that self-financing does carry risks which they did not bear themselves
when they were locked into and dependent on a national subsidy system. For this reason, work is already being
done to develop a self-regulatory code of practice for HRA self-financing. No decisions have yet been made, but it is
likely to focus on areas such as these:
• Business planning principles around long-term financial management, asset management and risk strategy
(risk identification and management).
• Rent setting in the context of the viability of the self-financed HRA business plan – ensuring appropriate
interplay with the democratic mandate.
• Models of governance for a self-financed HRA. This should be principles-based with supporting guidance or
case studies on how it is working in practice at a number of places in the context of existing democratic and
governance structures.
If it goes ahead, such a voluntary code will provide even greater protection from risk.
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6 How fiscal rules hold back investment
and why they should be changed
Although there is a perfectly credible argument for more investment under current rules, this report also wants to
restate the case for a new approach that would bring self-financed council housing much closer into line with
housing associations and make a permanent change towards facilitating sustainable investment in new homes.
This alternative approach rests on the fact that, according to the main international measures of debt that have been
in place for many years, extra investment for council housing would not count as adding to government borrowing
levels. In other words, such borrowing is an issue because successive UK governments have used a particular
measure of public sector debt that is not widely used outside the UK. On the measure that is used more widely, the
only part of the extra cost of any new council housing investment that would be counted would be any government
grant, not the extra borrowing itself.
This section sets out this argument in more detail.

Fiscal rules – a brief outline
The government has two fiscal targets to help steer the UK’s fiscal position back towards balance and ensure that
the debt ratio as a share of the economy is on a sustainable, downwards trajectory:
• The government’s forward-looking fiscal mandate is to achieve a ‘cyclically-adjusted current balance’ by the
end of the rolling, five-year forecast period.
• The fiscal mandate is supplemented by a target for public sector net debt (PSND) as a percentage of GDP to
be falling at a fixed date of 2015/16.
Public Sector Net Debt (PSND) is the key measure by which the supplementary debt target is measured by the
Treasury and by the OBR, alongside the fiscal mandate. However, other countries and international organisations use
other measures of debt. The most widely used measure is General Government Gross Debt (GGGD), which is the
main measure used by the EU, IMF, OECD and the credit-rating agencies.
The differences between the UK and international rules are illustrated by Figure 4. If the diagram is a sandwich, the
‘filling’ represents the classifications used by the ONS to identify different sectors of the economy; these follow rules
set by Eurostat (the EU’s statistical office). These classifications are common to both measures of debt. The
difference between the UK and international debt measures are the ‘slices of bread’: the upper one shows the ‘public
sector’ used to define PSND under current UK rules; the lower one shows the smaller ‘general government sector’
used to define GGGD.

Figure 4: UK rules compared with international rules

PUBLIC SECTOR

Central
government

Local
government

GENERAL GOVERNMENT

26

PRIVATE SECTOR

Public
corporations

Private non-profit Private for-profit
corporations
corporations

CORPORATE (TRADING) SECTOR

Page 158 of 178

LET’S GET BUILDING
T h e c a s e f o r l o c a l a u t h o r i t y i n v e s t m e n t i n re n t e d h o m e s t o h e l p d r i v e e c o n o m i c g ro w t h

The essential difference is the inclusion or exclusion of the public corporate sector. This covers a range of bodies that
are publicly owned but whose activities are financed principally from their incomes (fees, rents, etc.). Examples
include Manchester Airport, local authority bus and tram companies, the Royal Mail, the Royal Mint, as well as
rescued banks such as RBS. In the 1980s, this sector was far bigger as it included the likes of British Gas, BT, etc.,
which have since been privatised and are now classified as private for-profit corporations.

Fiscal rules – how they affect housing investment
Figure 5: Public borrowing definitions and housing
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Figure 5 shows how the fiscal rules relate to the different bodies involved and flows of finance in housing. The main
points about this are:
• Housing associations are classified as non-profit private corporations; private developers (including those
receiving HCA grant) are for-profit private corporations.
• All ALMOs are individually classed as public corporations; council housing services are known as ‘quasicorporations’ and are also part of the public corporate sector.30
• Government grants to councils and to housing associations are general government expenditure (as were
local authority grants to housing associations, when they existed).
The effect of the rules is, of course, that while housing associations’ expenditure and borrowing does not count
against the current measure of UK debt (PSND), similar expenditure by local authorities does count against PSND,
notwithstanding the different classification that council housing has compared with most other activities of a local
authority. So, at present, while for housing associations only the grant they receive from the HCA is subject to the
government’s fiscal rules, for councils both any grant they receive and their borrowing are subject to those rules,
even though for both types of body the costs of the borrowing are met from rents.

Fiscal rules – the arguments for and against change
The broad case for change is that moving towards international debt measures would bring the UK into line with
other countries and would not affect the way our debt is viewed internationally. The change would recognise the fact
that public corporations are different entities to government and give British public corporations the same freedom to
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borrow to invest as their international counterparts. In housing, it would recognise the essential similarities of council
housing and housing associations and allow much needed investment, again within prudential rules. The change
does not prevent government from having rules to ensure that borrowing by corporations is prudential, and indeed
could be more transparent and accountable than the current situation in which there are various exceptions or oneoff arrangements to get round the present rules.
The government argues for retaining PSND as the key measure because it is the best principled measure of
government indebtedness.31 One reason for this is because the government is generally likely to step in if public
corporations cannot service their liabilities, and so a focus on PSND provides a fuller and more transparent picture of
government’s total liabilities. If there are no controls over public corporations’ accrual of liabilities then this means that
government does not have control over its contingent liabilities, which if called upon would impact on the deficit as
well as GGGD.
One argument for change is that where government has intervened in the financial sector to rescue banks, those
interventions have been excluded from the PSND. However, the government justifies this because the measures have
been non-discretionary and temporary policies and the government anticipates receiving a full return on the items
excluded. In the government’s view, such arguments would be less valid for excluding other policy decisions, which
will be higher risk and thus more likely to permanently impact on debt and represent a long-term liability for
government.
In response to these points, several arguments can be made:
• there are many bodies outside the public sector that also present contingent liabilities to government; they
include privatised services like water and power, and PFI schemes where these run essential services such as
transport or health
• government has already had to intervene in such cases, e.g. the taking into public ownership of East Coast
Mainline
• unlike these bodies, where contingent liabilities may be called on very rapidly or even overnight, public
corporations have ongoing accountability to government and strict rules can be applied to ensure they have
minimum or no resort to government rescue
• as has been demonstrated several times this year, the banks continue to be a risk, yet they are excluded from
PSND (if publicly owned) or are outside PSND (if private), despite considerable contingent liabilities for
government that – again – may be called in at very short notice
• as demonstrated earlier in this report, council housing investment is not ‘higher risk’ – as evidenced by local
authorities’ high credit ratings, their excellent track record of sustainable borrowing for many decades and the
very small proportion of public sector debt attributable to them.

Fiscal rules – the key changes proposed
Figure 6 on page 29 shows how (compared with Figure 5) the dividing line between what does and does not count
towards measures of UK debt would be moved to focus solely on government bodies (central and local).
This report accepts the importance to government of the current fiscal targets. The proposed change is that these
(or any subsequent) targets are applied to government borrowing and debt measured against the GGGD rather than
PSND. Such a change need not be made overnight, but the PSND measure could be progressively replaced by
GGGD, and of course GGGD data are already published (e.g. in the Budget Red Book) and submitted to and
published by Eurostat.

Page 160 of 178
28

31 The text here is summarised from HM Treasury’s response to the case made by Westminster and three other councils, which argued
for similar changes in 2011 (HM Treasury, 7th March 2011).

LET’S GET BUILDING
T h e c a s e f o r l o c a l a u t h o r i t y i n v e s t m e n t i n re n t e d h o m e s t o h e l p d r i v e e c o n o m i c g ro w t h

Figure 6: Proposed new basis for measuring borrowing and debt
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As a component of this change, it would be essential to establish additional measures to monitor/control the extent
of contingent liabilities arising from public corporations’ borrowing. It may be desirable, in addition, to build on the
separation of HRA and non-HRA debt by changing the rules so that in future local authorities would secure their
borrowing for HRA purposes on their housing assets, not on the general income of the authority.
It is outside the scope of this report to cover all the remaining bodies in the public corporate sector, but the
framework for local authority housing investment described in Section 5, with the added safeguard of a voluntary
code and with the government’s reserve powers to intervene, would we believe provide a robust basis to manage
these liabilities.

Fiscal rules – response to change
This report is of course not the first to advocate changes in the fiscal rules, especially from a housing perspective.
The first attempt was made in 199532 and was followed by a report by Coopers Lybrand (now PricewaterhouseCoopers) showing how market opinion would be unlikely to respond adversely to such a change.33 The case was
rejected by the then government.
The most recent attempt was made by Westminster Council, on behalf of a number of councils, in 2011.34 This was
rejected by the current government.
This section has attempted to anticipate the response from HM Treasury to the proposed rule change, and to
suggest ways in which obstacles might be overcome, based on the detailed reasons given by HM Treasury in a note
explaining why it rejected the Westminster proposal.
Critical views also include those of the markets and credit ratings agencies, who judge and respond to the UK’s
performance in managing its debt and might react against any change seen as ‘bending the rules’. Market
responses to this and other aspects of the report’s proposals are considered in the next section.

32 Hawksworth, J. and Wilcox, S. (1995) Challenging the Conventions: Public borrowing rules and housing investment. Coventry: CIH and
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Coopers and Lybrand.
33 Coopers and Lybrand (1996) Consensus for Change: Public Borrowing Rules, Housing Investment and the City.
34 Westminster Council (2011) The Case for Borrowing for Investment in Housing.
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7 Market reaction to the proposals

Clearly the government will be concerned as to how the market would judge the various proposals in this report,
and the likely reaction in terms of the government’s credit rating and the effect on guilt yields (i.e. costs of new
government borrowing). To make a preliminary assessment of market reaction, Capital Economics (CE) was
commissioned to survey key market figures and produce a report on ‘the view from the City’. This section
summarises the report’s findings.

Capital Economics’ study
CE spoke to 13 economists, fund managers and credit ratings analysts in September and October 2012, using a
semi-structured questionnaire, to provide a qualitative assessment of City opinion. The topics discussed and the
responses (which were diverse and sometimes conflicting) are summarised below.
The full report will be available on the NFA website alongside this report.

Achieving growth – a priority for the government and for the markets
All interviewees saw achieving growth as an economic priority. One said:
‘I do think there is need for fiscal stimulus and a scope for it, but I do think that government has to behave quite
cautiously as there isn’t a mechanistic connection between how much the market borrows and how the markets
react... However, if the UK economy doesn’t recover, although in the short term that may be good for bonds, in
the long term it isn’t good for bonds. What happens is that debt ratios continue to rise, policy becomes unpopular
and the chances begin to grow that eventually there is some sort of disaster... A well constructed and targeted
package: I think the markets could accept that quite readily.’
Roger Bootle, Managing Director of Capital Economics
David Kern, of Kern Consulting, explained that since ‘Plan A’ is clearly well behind schedule, the markets are more
forensic now. But the markets also understand that we need growth to avoid a vicious circle of recession and
ballooning deficits. The key is to persuade them that the measures taken will boost productive potential and help to
eliminate the structural deficit, albeit later than originally intended.

Maintaining credibility is crucial
The majority of interviewees felt the government should stick to its current targets. However, it was noted that gilt
yields may not react significantly to any increase in borrowing above current plans, especially given the scale of the
plans proposed in this report (see below).
Ian Fishwick, fund manager at Fidelity Investments, explained:
‘It would depend on how it was done: some relaxation would be perfectly sensible, but if they threw caution to the
wind and went off down a completely different track that would change my assessment of UK gilts.’
Peter Warburton, director of Economic Perspectives LLP, was also cautious:
‘I’m on the side that I think a lot can be considered in terms of the redistribution of government spending, but it
would be highly dangerous, given the vulnerabilities we have, to exceed our borrowing projections.’

The size of the borrowing under consideration is too small for markets to worry about
All interviewees regarded the amount of extra borrowing in question that the local authorities might undertake,
estimated at a maximum of £7bn over five years, as insignificant and far smaller than the standard statistical error for
public borrowing figures. The extra debt would not concern them. However Roger Bootle noted that a large increase
in debt is composed of many small increases in debt for particular policies, and as such a lifting of the current caps
on local authority borrowing should be assessedPage
in the same
way178
as a policy that might potentially lead to much
162 of
bigger increases in borrowing.
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Effect on interest rates
Fund managers saw sticking to the current plan as key, but also looked at other factors such as the inflation and
growth outlook and the Bank of England’s actions when assessing UK gilts. Just a small increase in borrowing, or
borrowing offset by further quantitative easing, might have a negligible effect on bond yields in the short term. One
interviewee noted that even though he thought a large fiscal stimulus was not a good idea, he was unsure that it
would lead to any increase in gilt yields, given the UK’s safe haven status, the worsening situation in the Eurozone
and the power the Bank of England has to purchase gilts.

Effect on credit rating
The ratings agencies have been clear that weak growth or further increases in debt would almost certainly lead to a
downgrade of UK sovereign debt. Some respondents viewed a downgrade as overdue in any event, and any modest
change might trigger it happening. However, there was no clear view on the effects of a downgrade and how
important it would be.

Considerable support for greater priority for infrastructure investment and recognition of
severe need for investment in housing
Interviewees generally felt that investment was important and several expressed the view that there should be a shift
in government fiscal policy towards investment. A few noted that capital investment had fallen significantly and that
capital spending has more effect on the economy.
Several pointed out that infrastructure investment only counted towards the supplementary debt target and not the
fiscal mandate. Both Geoff Dicks of Novus Capital and Peter Warburton of Economic Perspectives said that in their
view the fiscal mandate (which requires the structurally adjusted deficit to be zero by the end of the forecast horizon)
was more important than the supplementary target (which requires overall net debt to be falling by 2015/16).
Most interviewees recognised that there was a severe need for investment in housing in the UK and this is consistent
with the needed shift on spending priorities, although some saw transport infrastructure investment as a priority.
Tim Morgan, Head of Global Research at Tullet Prebon, argued that housing investment would be a good fiscal
stimulus policy.
There were few concerns about borrowing for local authority-managed projects.

Need for rationale for policy change
Several interviewees emphasised that the market would require a clear explanation of any policy change. One
interviewee said that any change that increased borrowing would have to be backed up by a demonstration that the
private sector could not do the job and that there was a genuine market failure. (We believe this is demonstrated
clearly in this report.)

Change in fiscal rules
Most felt that moving to reporting the Gross General Government Debt definition of public debt (as opposed to the
Public Sector Net Debt) in the current situation was not appropriate, but few objections were raised about a move in
the long term.
International investors use the GGGD; the PSND is potentially confusing to investors based outside of the UK, but
any changes to debt figures would have to be transparent.
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6 Recommendations and our offer
to government
Councils and ALMOs can play their part in securing future economic growth quickly and cost-effectively by further
direct investment in housing.
If allowed by government, councils and ALMOs will:
1. Use their land and assets effectively to drive local growth.
2. Exploit and use to best effect the potential within the self-financing system to bring forward new
homes in a managed and planned way.
3. Collaboratively develop and support voluntary standards led by the sector to maintain effective
financial governance of housing accounts.
The five organisations sponsoring this report want to work with government to make the most of this potential. They
therefore recommend that the government:
1. Unlocks the potential to invest in housing by removing the HRA borrowing caps and relying instead
on prudential borrowing rules to ensure that investment is sustainable.
2. Considers the longer-term case for a planned and transparent move to adopt internationally
recognised rules to measure government borrowing, to bring Britain in line with our competitors.
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All of Britain’s political parties want to see more house building. House building creates jobs and boosts the economy as
well as providing homes that people need. Why can’t we just get building?
Councils own around two million homes and they now manage their own ‘self-financed’ business plans. Debt on these
homes is very low. They could take advantage of this to raise loans to build homes. We estimate we could deliver as many
as 60,000 homes in five years.
We can get Britain building again very soon. There are many ‘shovel-ready’ sites standing idle. We would work with the
house builders and the construction industry. What is stopping us? Each council has a centrally imposed debt limit and
cannot use its full borrowing power. If the government is serious about building new homes, it should remove these
restrictions and allow councils to play their part alongside the private sector and housing associations.
The report makes a detailed case to government, covering:
• how house building can stimulate the economy
• the need for more investment in rented housing
• the case for house building by councils and almos
• financing the programme and its implications for government
• extra borrowing under current rules
• the case for changing the fiscal rules
• how markets would respond.
The five organisations supporting this study believe it makes a powerful case for change, and call for a response from
government which recognises a golden opportunity both to help tackle the housing crisis and to stimulate the economy.
Let’s get building.

For further information,
please contact the NFA at:
Rockingham House
St Maurice’s Road
York
YO31 7JA
T: 0845 4747008
E: almos@hqnetwork.co.uk
www.almos.org.uk

Page 165 of 178

Page 166 of 178

STROUD DISTRICT COUNCIL
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ITEM NO

HOUSING COMMITTEE
28 OCTOBER 2014
Report Title
Purpose of Report
Decision(s)

Consultation and
Feedback

Report Author

Financial Implications
and Risk Assessment

Legal Implications

Performance
Management Follow Up
1

10

TENANT INVOLVEMENT AND COMMUNITY
DEVELOPMENT UPDATE
To provide an update on Tenant Involvement and
Community Development activities
To note the update and approve continued work detailed
in the Next Steps of this report to deliver year three of
the strategies relating to this area of the service
The Tenant and Resident Involvement SDG have a work
programme which involves them shaping and monitoring
Tenant Involvement and Community Development
service delivery on a monthly basis. The Stroud Council
Housing Forum received this updated report at their
October meeting.
Kelly Headley, Performance and Tenant Involvement
Manager
Tel: 01453 754087
Email: kelly.headley@stroud.gov.uk
There are no financial implications directly arising from
this report
Ian Garrett, Business Accountant HRA
Tel: 01453 754121
Email: ian.garrett@stroud.gov.uk
The report does not require a decision and is provided
for information only. The committee may wish to
consider alternatives for publicising such information.
Karen Trickey, Legal Services Manager and Monitoring
Officer
Tel: 01453 754369
Email: karen.trickey@stroud.gov.uk
Through the TRI SDG and to update the forum and
Housing Committee periodically on request

Background

1.1 This area of the service is governed by the Tenant and Resident Involvement
Policy and is responsible for delivering the objectives set out in the Tenant
Involvement Strategy and Community Development Plan.

Housing Committee
28 October 2014
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1.2 The strategic aims of tenant involvement and community development are often
misunderstood with people feeling that it is an area that is ‘fluffy’ and
superfluous. The strategic aims and how they support the other areas of the
service, and SDC as a landlord to deliver it aims, are therefore set out below.
Engage with tenants in positive ways to:
1) Reduce our costs as a landlord by:




providing positive diversionary activities and capacity building to help
people avoid anti-social behaviour and make positive choices for their lives
reducing social isolation and mental health issues which can result in
additional officer time to manage as well as deterioration of stock
building positive, effective, healthy, self-sustaining communities

This work also supports the corporate Health and Well Being and Youth Work
Strategies.
2) Increase our rental income as a landlord by




providing training to help tenants manage their outgoings and gain skills to
get into employment
administering the tenant grant on behalf of the tenant grant panel to help
tenants gain employment
building transferrable skills through involvement to support tenants into
employment

This work also supports the Financial Inclusion Strategy and the corporate Jobs
and Growth Strategy.
3) Comply with statutory requirements as a landlord to



2

understand what services and levels of service are needed from a
customer perspective so that resources are spent on the right things in an
effective way
provide a range of opportunities for tenants to monitor, shape and
challenge service delivery

Tenant Involvement

2.1 There are five key areas of focus set out in the Tenant Involvement Strategy to
maximise the involvement of tenants. An update of progress against these is set
out below.
2.2 Options – There will be an effective menu of involvement opportunities and we
will use innovative ways to engage with hard to reach groups



New involvement structure implemented and embedded
Tenancy on Tour in its second season and proving a success

Housing Committee
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Informal Involvement Programme being developed to widen the Stroud
Tenant Voice promised in the Tenant Involvement Policy
Tenant Repairs Inspector role developed and rolled out
Discussions taking place to establish new Tenant and Resident Association
in Middle Forest Green to represent 78 properties
Estate inspections now programme and advertised in advance

2.3 Support – Providing training, recognition and the tools to do the job








Presentation skills, report writing, Publisher, plain English, chairing and coregulation training undertaken
Thank You event for involved tenants
Workshops, bus tours and knowledge building sessions undertaken
Tenant Resource Room opened
Support provided to LKMC to develop their bid for £3,000 grant funding to
explore a Community Cashback Scheme in the Lower Kingshill area
Photography competition launched and winners photos to be published in
the Tenant Services Annual Report
Transferable skills advertised in Keynotes to promote the benefits of
involvement

2.4 Communication – Sharing the right information with the right people at the
right time and in the right way







Keynotes commended by CIH
95% customer profiling information held, data refresh programme ongoing,
data to be used to support the Informal Involvement Programme
STAR survey of sheltered tenants Autumn 2014
Efforts to consult and engage sheltered tenants during the sheltered review
commended by HQN
Welfare Reform Summer Roadshow event
Short-listed for a TPAS award in their Annual Report for Tenants category

2.5 Accountability – Embracing co-regulation and openness to scrutiny of services




Responsive Repairs Action Plan following up recommendations from the
Tenant Services Scrutiny Panel and Inspectors completed
Action Plan developed based on the Tenant Services Scrutiny Panel
recommendations in their Fuel Poverty report
Trial delivery of mystery shopping leaflets to 250 tenants to ‘shop’
their next contact with Tenant Services

2.6 Results –Improving the strength of the tenant voice to make a difference



Annual reports and impact assessments produced for Stroud Council
Housing Forum and the Service Development Groups
Tenant-led Stroud Council Housing Forum reports
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Use of £11K donations from contractors decided by tenants. Tenant Grant
established and awarded by Tenant Grant Panel
Better culture between officers, Councillors and involved tenants
More effective tenant involvement structure and tenant voice

2.7 Next Steps









3

Undertake a tenant inspection on complaints handling and learning
Develop a programme of promotion of tenant involvement opportunities and
outcomes to encourage recruitment
Re-procure Keynotes contract
Strong objectives identified for Communications and Equalities SDG to
support strengthening this group
Co-regulation task and finish group to develop enhanced scrutiny model
Enhance and strengthen sheltered involvement, representation and
involvement structure
Complete review of the involvement structure looking at RTF/T&RF and
Community Hub Office Agreements
Build community cohesion, capacity and involvement at new development
sites (also a Community Development objective)

Community Development

3.1 There are three key areas of focus set out in the Community Development Plan
to support, build and strengthen communities and skills. An update of progress
against these is set out below.
3.2 Children and Young People




Nailsworth Junior Wardens project short-listed for TPAS award in the
Excellence in Youth Involvement category
Involved in Hear by Right Accreditation process
Over 30 young people regularly attended StreetGames sessions in both
Stonehouse and Dursley during the summer. Parents commented that the
project was flexible and empowering for the young people taking part

3.3 Over 50’s Health and Disability





£200 grant received from SDC Health and Equalities fund to support the
sustainability of Craft and Chat in Stonehouse
Successful Craft and Chat sessions held at Sherborne House Sheltered
Scheme supporting integration of the community
Feedback received from Craft and Chat participants shows that the project
is helping to reduce social isolation and associated health and well being
issues
Funding received from the Gloucestershire Crime and Commissioners fund
to support the Nailsworth and Stonehouse Junior Wardens projects until
2015. Current topics include physical activity, cooking, skill zone and animal
welfare
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3.4 Education and Training for 18-30’s and 40 plus





Participant in a First Aid at Work qualification successfully attained a job at
a local school
Cooking on a Budget delivered through the Arkell Centre, Nailsworth has
built the confidence of participants to provide healthy meals
In partnership with Stroud College, the Arkell Centre are applying for
funding to deliver Cooking on a Budget themselves
Promotion drive resulted in I.T. courses at APT and Stroud running with a
full compliment of participants with further courses being offered

3.5 Nearly 600 tenants and residents engaged with since April 2014.
Excellent partnership working taking place.
Disabilities and drugs and alcohol awareness sign-posting is also incorporated
in the work of the community development officer.
3.6 Next Steps




Cooking on a Budget to be rolled out at LKMC
DIY skills at Wotton Youth Club
Sustaining all of the above projects
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28 OCTOBER 2014
Report Title
Purpose of Report

Decision(s)

Consultation and
Feedback

Financial Implications
and Risk Assessment

MOVING TO A 52 WEEK RENT CHARGE
To advise Committee of the need to change to a 52
week rent charge cycle replacing the current 48 week
cycle
Committee resolves to implement changing the
current 48 week rent cycle to a 52 week rent cycle
from April 2015
Tenancy Management Service Development Group
in April 2014 and August 2014, also Stroud Council
Housing Forum on 3 September 2014. All were
supportive of the change and the rationale behind it,
this paper was also presented to Housing Committee
on 16 September 2014 where there were no
objections.
Moving to a 52 week rent year will closer align the
timing of income that tenants receive under universal
credit with the weekly obligation to pay rent. This
measure will support the objectives of minimising rent
arrears for the council and helping tenants through
the changes to the benefit system.
Ian Garrett, Principal Accountant
Tel: 01453 754344
Email: ian.garrett@stroud.gov.uk

Legal Implications

Report author to comment on the Risk Assessment –
Report Author has added this report to the authorities
risk register to monitor the impact at each stage.
It is important to note that the change from a 48 week
rent period to a 52 week rent period, will not increase
the total amount of rent tenants pay over the year.
However as the recommendation contained in the
report constitutes a change to the
conditions of tenancy, consideration needs to be
given to consulting tenants.

Report Author
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Zoe Lash, Solicitor
Tel: 01453 754362
Email: zoe.lash@stroud.gov.uk
Kevin Topping, Tenancy Operations Manager
Tel: 01453 754163
Email: Kevin.topping@stroud.gov.uk
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Options
Performance
Management Follow Up
Background Papers/
Appendices

None
If undertaken a briefing note to be presented to
Housing Committee in 2015 assessing the impacts
following the first 6 months of implementation.
Appendix A – Pros and Cons
Appendix B – Consultation responses from Tenants
which will be handed out on the night due to the
response deadline date occurring after the report has
been sent to print. (Handout to be provided on the
night).

1.0.

Introduction

1.1.

Stroud District Council has always followed the traditional local authority route
of charging 52 weeks worth of rent over a 48 week period. This has the benefit
to the tenant of 4 weeks where no rent is applied to rent accounts and is an
ideal opportunity for tenants in rent arrears to reduce any outstanding rent debt.
It must be noted however, that as rent is charged over 48 weeks this requires a
larger weekly payment than if it were charged over the correct 52 weeks. The
term “free weeks” has been liberally applied but is in fact incorrect as the full
rental charge is based on 52 weeks.

2.0.

Implications

2.1

Universal Credit

2.1.1. The introduction of the Welfare Reform Act has and will continue to have
impacts on social housing tenants. One of the components of the act is
universal credit which is the most significant reform of the welfare system for a
generation.
2.1.2. Universal Credit is for in-work and out-of-work claimants, and the rules apply to
both groups, encouraging claimants to take responsibility for their lives and their
finances.
2.1.3. Universal Credit will put claimants in control for the first time by enabling them
to apply for and access their benefit entirely online and manage their own online
account. By helping claimants to move online we will also increase their access
to the job market.
2.1.4. We have been advised that Universal Credit will be applied in Stroud District
during 2015.
2.1.5. Universal credit will be paid to applicants based on a 52 week cycle, in 12
monthly instalments which will be paid on the anniversary of the original
claiming date for benefit, therefore we will be looking to offer daily direct debits
to ensure we are able to collect rent as soon as possible.
2.1.6. It must be noted that this will impact directly on 64% of our tenants who are
currently in receipt of Housing Benefit
Housing Committee
28 October 2014
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2.2

Direct Payments

2.2.1. Universal Credit is a new single benefit for people on a low income, whether
they are in or out-of-work. It replaces Jobseeker’s Allowance, Tax Credits,
Income Support, Employment and Support Allowance and Housing Benefit.
Universal Credit will be paid directly to the claimant on a monthly basis in
arrears. The rationale for this type of payment profile is because most people in
work are paid monthly, and the aim of Universal Credit is to help people move
into work. Monthly payments therefore should make the transition into work as
smooth as possible.
2.2.2. A number of demonstration projects have been running nationally since 2013
which have had a significant effect on rent arrears rising with recovery rates
dropping, initially, to an average of 85% (Stroud has had a collection rate for
2013/14 of 98.84%, at the time of this report (September 2014) the collection
rate is 97.65%).
2.2.3. The pilots have demonstrated the importance of putting in processes to support
tenants to manage their finances and maintain rent payments. Lessons from the
pilots have been published jointly by the Department for Works and Pensions
(DWP) and Chartered Institute of Housing (CIH). One of these
recommendations is to consider a 52 week rent year
2.2.4. It is estimated, from the experience of the pilots, that Stroud District Council
(SDC) will experience an immediate rent arrear increase of around £1million
pounds as payments will be made one month in arrears rather than the current
profile of payments received fortnightly on the basis of a week in arrears and a
week in advance, this method of payment caused by the implementation of
Universal Credit will then be recoverable directly from the tenants even though
they will have had no control over the way payments of benefit have been
made. There is also an additional risk that rent arrears may increase further
with some tenants struggling to budget and manage their rent payments
correctly. Preliminary work is already underway regarding our Financial
Inclusion strategy and engagement with other agencies to support tenants
through this process, demonstration pilots have shown that around 20% of
tenants have failed to manage their rent payments when housing benefit is paid
directly to them. The increased risk of non-payment and the support resources
required raises significant concerns for the future roll out of Universal Credit,
now expected in the district in 2015/16.
2.3

Housing Benefit payments

2.3.1. Housing Benefit payments are currently paid directly to the landlord, this will no
longer be the case from 2015 when Universal Credit is introduced. 64% of our
tenants are in receipt of some form of Housing Benefit and as such will be
directly affected by having all of their benefit entitlement paid directly into their
personal bank account and be responsible for making their own weekly rent
payments from their monthly entitlement. The amount of rental income that
would be subject to this potential risk is around £6 million per annum.
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2.3.2. Universal Credit will not be administered by the Local Authority, rather the
Department for Work and Pensions (DWP) will control and make payments.
2.4

Direct Debits

2.4.1. Direct Debits are broken down over 12 equal instalments to cover the financial
year, this incorporates within it several periods where there are more than 4
weeks in any month which build up over a period of time leading to anomalous
arrears for a 10 week period creating spiked arrears levels ranging from £150K
to 200K above normal, these are balanced through the rent “free” period in
December, however they are the subject of numerous queries every year by
tenants who pay by this method as to why they are in arrears even though they
are paying correctly and also by tenants who terminate their tenancy with
outstanding amounts which they expect to have been covered by the Direct
Debit.
3.0.

Options

3.1.

An example of the changes could be as follows:


A tenant currently pays an average £85 rent per week over a 48 week
period for the whole 52 weeks of the year, this is comparable to an annual
rent of £4080.



Therefore the total annual charge of £4080, if it were paid over 52 weeks
would equate to a weekly rent amount of £78.46 so the savings would be
made over the whole year rather than in the 4 weeks twice a year.

3.2.

Tenants who would still like not having to pay rent during the Christmas period
may do so by continuing to pay their larger weekly rent (based on a 48 week
rent rather than a 52 week rent) or paying extra through the course of the year
giving them an appropriate credit which would be paid against the rent due for
that period

3.3.

It MUST be noted that when Direct Payments begin this will be paid over 52
weeks therefore on a current 48 week rent (as the example given above) at £85
per week there will be a natural shortfall of £6.54 each week in benefit paid to
the claimant. This of course would vary according to the actual rent as the
figure given is an average charge and some rents will be higher or lower.

3.4.

At this time it is unknown what the payment arrangements will be for Pension
Credit which will replace Housing Benefit for those of non-working age.

4.0.

Impacts

4.1.

The initial impact to tenants in receipt of benefit is that rent payments will no
longer be made directly to the landlord and all benefits will be paid directly to
the claimant, this means that if you are in receipt of benefit you must pay your
own rent. It will also be paid monthly and in arrears which places over £6 million
of rental income at risk and subsequently means we will be unable to deliver
our work programmes around new kitchens and bathrooms and will have to
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reduce our repairs service to emergency only (essential repairs to the structure
or fabric of the property) and reduce our ability to build new homes.
4.2.

As at July 2014, 3533 tenants were in receipt of Housing Benefit of which 2044
are aged 18-65 yrs (considered working age which equates to 57.85% of
claimants).

4.3.

One of the ways we wish to mitigate this impact is by changing our rental
charging periods from the current 48 week charge to a 52 week charge, this will
have an immediate effect on the amount tenants have to pay as this will reduce
proportionately depending on the current rent charge. It will also facilitate the
use of daily direct debits which can take rent payments on the same date that
Universal Credit is made each month so that tenants don’t need to worry about
making a manual payment. (Currently we only have two direct debit payment
dates which would be insufficient for dealing with Universal Credit payments.

5.0.

Consultation

5.1.

It is right and proper that we fully consult with all of our tenants on the
implications of this change and as such an article will be drafted for a future
keynotes edition in September 2014 with a position statement relating to tenant
feedback in October 2014 following the survey response regarding this
proposal. This paper in a shorter format has been presented to the Tenancy
Management Service Development group on 15 April 2014 where sensible
questions and queries were made resulting in a more detailed report.

6.0.

Summary

6.1.

The financial impact of Universal Credit on our tenants is clearly recognised and
we must ensure that we take all reasonable and proportionate steps to not only
protect our tenants from any risk to their tenure by virtue of rent arrears but also
protect the council in terms of income from rents without which we would be
unable to deliver a number of programmes including responsive repairs, cyclical
maintenance and the new build programme

6.2.

The issue is whether to transfer to a 52 week rent charge system to align
charges with a significant proportion of our tenant’s income stream or to
maintain the current system. Operating a separate system of non-payment
weeks for those tenants not receiving Universal Credit is not feasible.

6.3.

Any removal of non-payment weeks would require a change to the current
Tenancy Agreement which are subject to a review at present with changes
becoming effective from April 2015.

6.4.

Changing the number of chargeable weeks will involve some changes to the
rents computer system which will require time to implement and are most easily
carried out when creating a new rent year. For this reason any decision to
change the number of chargeable weeks should be aligned with the rent
increase so that the system is ready for the new rent year. A 52 week rent year
will make a number of tasks easier and less prone to error. Direct Debits will be
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easier to calculate allowing tenants to make use of the wider range of payment
dates now available.
6.5.

For new tenants and tenants new to making rent payments a 52 week charge
basis is easier to understand and explain.

6.6.

Value for money/efficiencies: Charging rent on a 52 week basis is more
efficient for arranging Direct Debits which is the cheapest collection method.

6.7.

Financial Implications: Aligning rent weeks charged to Universal Credit
arrangements will minimise the risk of potential loss of income through
uncollected arrears.

6.8.

Outcomes for tenants: Tenants in receipt of Universal Credit will be charged
on the same basis as their housing support payments from DWP. Tenants who
value the current non-payment weeks may choose to overpay their rent in other
weeks to achieve the same outcome.
Page 54 of 109
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Appendix A
The Options
An analysis of the pros and cons of removing non-payment weeks is illustrated
below.
Pro’s









Matching incidence of Tenant income to rent liability
Potentially reduce arrears with no shortfall between income and charge
Easier to assess individual tenant’s arrears position
Performance will match other providers who remove non-payment weeks
Easier to assess overall arrears position and collection rates
Direct Debit calculations will be easier to calculate and administer
Removes possible impact on credit score for access to bank accounts due
to build-up of technical arrears
Remove perception that tenant is due a refund if leaving mid rent year.

Con’s





Tenant’s like them
Requirement to carry out statutory consultation on any change to tenancy
agreement.
Extensive changes to systems and performance data to recalculate rents
and forecasts.
Cash is collected in the non-payment weeks reducing arrears.

If a tenant leaves part way through the rent year they will have paid more under
the current 49 week rent charge system than they would have under a 52 week
system. No refunds are made for this difference between an annualised charge
and rent charged with non- payment weeks.
Conversely tenants taking up a tenancy part way through the year benefit from
the non-payment weeks despite not fully contributing towards them.
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