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REPORT OF THE LEAD MEMBER FOR HOUSING 



TO COUNCIL


ON 15th FEBRUARY 2006


TITLE : REVIEW OF PRIVATE SECTOR HOUSING ASSISTANCE POLICY


RECOMMENDATIONS :  

That Council:

1. Note and endorse the approval by Cabinet of the adoption of the Salford City Council Private Sector Housing Assistance Policy 2006, attached as Appendix 1 to this report, with effect from 1st April 2006.

2. Approve the adoption of the Policy as part of the Council’s Policy Framework

3. Note and endorse the authorisation of officers to give public notice of the adoption of the Policy in line with statutory requirements.

4. Note and endorse the approval of the withdrawal of the previous editions of the Council’s Policy, adopted by Cabinet in July 2003 and amended by Lead Member for Housing in December 2004, with effect from 31st March 2006.

5. Note and endorse the delegation of the authority to approve appropriate amendments to the Private Sector Housing Assistance Policy 2006 to Lead Member for Housing, subject to appropriate scrutiny and consultation.

6. Note and endorse the approval of the transition arrangements for customers who have made enquiries or are being dealt with under the existing Policy as set out at paragraphs 7.1 to 7.5.


EXECUTIVE SUMMARY :

The Council has been reviewing its current Private Sector Housing Assistance Policy, which was adopted in July 2003 and amended in December 2004.

The review has been conducted jointly with Manchester City Council due to the need to co-align policies across the Manchester Salford Housing Market Renewal Pathfinder, and to provide consistent forms of assistance.

A draft Policy has been developed which proposes to change the primary focus of assistance from grants to loan products, but with safeguards built in to protect applicants.  This will allow the Council to maximise the use of limited capital resources for private sector renewal in a more sustainable way than is possible under the current policy.

It is proposed that the revised Policy would be implemented from 1st April 2006, and would therefore allow a transition period for persons who are currently making an application under the existing Policy until the end of March 2006.

The revised Policy will apply city-wide, but will be targeted at improving the worst conditions, and assisting those which are most vulnerable.

The Policy is required to become part of the Council’s Policy Framework and it is therefore necessary to obtain Cabinet approval to the policy.  The policy has already been approved by Cabinet on 10th January 2006.


BACKGROUND DOCUMENTS :

(Available for public inspection)

City of Salford Private Sector Housing Policy July 2003, as amended December 2004

Regulatory Reform (Housing Assistance) (England & Wales) Order 2002

ODPM Circular 05/2003 – Housing Renewal

Salford City Council Housing Strategy 2004-2006

Various documents and information sources comprising the evidence base for the policy

Various documents and information sources comprising the results of the consultation


ASSESSMENT OF RISK:

Low – the Council currently awards financial assistance to private sector residents and has considerable experience of processing such applications.  The draft Policy proposes a shift of emphasis from grants to loans, and the Council will apply a test of resources in partnership with an experienced financial partner to ensure that applicant’s financial position will be protected.  The use of Independent Financial Advisors to further ensure that applicants take specialist advice on the suitability of any particular form of assistance will mitigate the risk to the applicant and the Council even further.

	


SOURCE OF FUNDING:  The assistance to be made available under the terms of the Policy will be funded from the Housing Capital Programme.

	


COMMENTS OF THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES (or his representative):

1.
LEGAL IMPLICATIONS


Provided by:  Norman Perry

The Council has been trying to pursue a course of action supported and commended by the Office of the Deputy Prime Minister (ODPM), namely to “decant” persons out of clearance areas, and bring them back in when the area has been redeveloped. To this end, a relocation scheme was explored, but owing to an omission in drafting before the legislation was passed, the Council may be deemed to be acting “ultra vires” if it advances money under that scheme. Counsel’s advice has been obtained, and whilst he highlights the risk, members are invited to determine that any such risk can be regarded as fairly low owing to the fact that the ODPM actually wish this type of scheme to work.

A report was submitted to Lead Member on 22nd September 2005 by Jenny Morris, which explained the dilemma facing the Council. Since that report, the legislation has not changed, but if the Council wishes to pursue the course of action previously attempted and at the same time minimize the risk, the Policy and the Constitution will need to be changed.

The worst case would be that District Audit would say that the Council had no power to advance any loans at the preferential rate of interest proposed. However, the Council has taken Counsel’s opinion and attempted to get clarification from the ODPM. It is submitted that as this Council has made all reasonable enquiries to ascertain its authority for making the proposed advances, District Audit could not categorically conclude that this Council has acted ultra vires. That being the case, the risk to the Council of adopting the new Policy is felt to be acceptable in all the circumstances.
2.
FINANCIAL IMPLICATIONS


Provided by:  Nigel Dickens

The policy seeks to maximise use of existing resources available through the housing capital programme and does not require any additional resources.  There is considerable scope for recycling of resources through the provision of loans.

PROPERTY (if applicable):

Not applicable – the policy relates to privately owned properties.

HUMAN RESOURCES (if applicable):  

Not applicable

	


CONTACT OFFICER :  Siobhan McCoy, Senior Manager – Market Renewal & Sustainability 

Tel: 0161 793 2877


WARD(S) TO WHICH REPORT RELATE(S):  All – the policy applies borough-wide.


KEY COUNCIL POLICIES:

Manchester Salford HMR Pathfinder Scheme Update

Salford City Council Housing Strategy 2004-2006

Community Plan

Salford City Council Capital Investment Strategy


DETAILS (Continued Overleaf)

1.0
Background

1.1
The Regulatory Reform (Housing Assistance) (England and Wales) Order 2002 (the RRO) came into effect on 18th July 2002 and made major changes to private sector housing renewal.  The Order removed most of the detailed provisions in the Housing Grants, Construction and Regeneration Act 1996, with effect from July 2003.  The 1996 Act provided for the previous housing renewal grant system and set out the legislation governing Renovation Grants, Home Repairs Assistance, Discretionary Disabled Facilities Grants and Group Repair Schemes, amongst others.

1.2
The RRO introduced a new wide discretionary power to allow local authorities to provide financial and other assistance for repair, improvement and adaptation, with limited constraints on the exercise of their discretion.

1.3
The RRO gives local authorities the power to provide assistance either directly or indirectly to any person for the following purposes:

· To acquire living accommodation

· To adapt or improve living accommodation

· To repair living accommodation

· To demolish living accommodation

· To construct replacement living accommodation following demolition

The power to provide assistance to acquire living accommodation is only available where the authority have acquired, or propose to acquire, an applicant’s existing accommodation, or where it is satisfied that the acquisition of replacement accommodation would provide a similar benefit to carrying out works to the existing accommodation.

1.4
The assistance that the authority can give may be provided in any form, and can be unconditional or subject to certain conditions that the authority wishes to impose.  However, before providing any assistance, the authority must put any conditions in writing, and ensure that the person receiving the assistance has received appropriate advice about any obligation they are undertaking as a condition of receiving financial assistance.  In return, the local authority can take any form of security, such as the placing of a legal charge against the property.

1.5
The local authority may not exercise the power unless they have adopted a policy for the provision of assistance, and given public notice of the adoption of the policy.  The local authority then has to exercise the power in accordance with their written policy.  The policy must state how much assistance is available and in what form, and detail who is eligible for assistance, and in what circumstances.  The policy must also detail the circumstances in which any assistance must be repaid, together with any advice that is available to help people access such assistance.  The policy must become part of the Council’s policy framework.

2.0
Current Policy

2.1
Salford City Council adopted its current Policy in July 2003, and like most other local authorities, this largely mirrored the provisions of the previous legislation, and was therefore largely grant based.  At the time of its adoption the Council had recently received housing market renewal pathfinder status, and due to the need to deliver a significantly increased capital programme in a short space of time there was insufficient time to devote to the development of new forms of assistance.  In addition, little work had been done at either a regional or national level to start to develop alternative models for assistance.

2.2
When the Policy was introduced it was anticipated that it would have a limited life and that when new forms of assistance were developed the Policy would be revised to take account of these.

2.3
In December 2004 the Relocation Assistance part of the Policy was amended to introduce Relocation Loans and to amend the provisions on Relocation Grants.  Again, this was recognised as being a short-term response to meet immediate needs pending the longer-term review of the Policy.

3.0
Issues

3.1
Government Requirements
3.2
Government guidance states that there are several overarching principles that must be applied to the Council’s policy.  The policy must be fair, give priority to the most vulnerable and must take a realistic account of a person’s ability to contribute towards the assistance being given.  This means that where a person can afford to contribute they should do so.

3.3
In addition, Government has set local authorities a number of targets on improving housing condition within their areas.  In particular, the Council must report on progress on the numbers of private sector properties made fit for habitation or demolished, the numbers of void properties brought back into use or demolished, and the proportion of non-decent private sector properties occupied by vulnerable people.

3.4
Government has made it clear that it expects home-owners to look after their properties and maintain them, as their properties are likely to be their most valuable asset.  However, it accepts that intervention will be necessary in certain circumstances, such as to protect health and safety where owners cannot afford to carry out the works, or where concentrations of housing in poor repair are bringing or keeping an area down.  As a result, Government expects policies to still make provision for grant assistance, but such assistance should only be given where this represents the most appropriate form of assistance.  In practice this is most likely to be the case for minor items of work, where the costs of arranging loan finance cannot be justified, or where the financial circumstances of the case are such that any other form of financial assistance would be inappropriate.

3.5
Manchester Salford Pathfinder (MSP)
3.6
There is a need for the policy to respond to the challenges facing the MSP in a number of ways.  There is an expectation by ODPM and the Audit Commission that both Manchester and Salford City Councils will align their policies in order to ensure there is a consistent approach to providing assistance, and that residents living in one part of the pathfinder are entitled to the same forms of assistance as those in another.  Officers from both authorities have jointly reviewed their respective policies, and a joint away day was held in April to agree key areas and parameters for alignment.  It is proposed that local flexibility be retained within a broad policy framework, which sets out common principles.

3.7
As a pathfinder, there is a particular requirement to innovate and to make progress in utilising private sector finance to achieve maximum stretch of public sector funding.

3.8
A key issue for MSP, and therefore both local authorities, is the significant future requirements for relocation assistance.  The MSP programme anticipates significant levels of clearance and redevelopment activity, and there is a need to be able to assist large numbers of home-owners who are being displaced as a result.  These owners are living in properties with relatively low values, and if they are to remain in home ownership will need to access financial products to enable them to purchase higher value properties.  In addition, MSP is investigating the possibility of utilising private sector finance to fund the necessary relocation packages, which raises a number of issues that require an appropriate response in the policy.

3.9
Evidence Base
3.10
Property values in Salford have risen significantly across the borough in recent years, although these increases vary across the City.  Within parts of Central Salford in particular some areas have experienced massive increases in value, due partly to the interventions to tackle the areas of low demand housing through the MSP programme, but despite these increases average property values are still less than the regional average.  However, the increase in property values has created significant amounts of property equity for home-owners living in these areas, and there is opportunity for the introduction of alternative forms of assistance to grants.

3.11
The City is experiencing an increasingly aging population, and there are significant levels of benefit dependency, especially within Central Salford.  This means that there are large numbers of home-owners who may be cash poor in relative terms, but due to the increasing property values, they may be equity rich.  However, due to their financial circumstances, they are often unable to access their equity through commercial products.  There is therefore scope for specific equity release products with favourable repayment terms to be introduced to allow such owners to unlock the increasing equity within their homes in order to carry out repairs and improvements.

3.12
The authority recently commissioned the Building Research Establishment to undertake a private sector stock condition modelling exercise to determine the levels of non-decent private sector homes occupied by vulnerable people.  The findings from this survey indicated that the proportion of non-decent private sector homes occupied by vulnerable residents was 15%.  This means that Salford appears to be currently ahead of the Government target on private sector decency, but it is important that the Council is able to work to ensure that homes which are currently decent do not become non-decent, and that assistance can be targeted to improving those non-decent properties which are occupied by vulnerable people.

3.13
Sustainability
3.14 The Council has limited funding available to award financial assistance, and it is important that it is able to maximise the use of this to assist more residents.  One of the main ways it can do this is by using loan products rather than grant products, so that the capital can be recycled in the future where people are able to contribute, or where the Council is awarding assistance to allow residents to benefit from increased property values such as by relocating to a higher value property following clearance or by improving the property.

3.15 Value For Money

3.16 The Council is required to ensure that both the services it provides and the assistance it gives to private sector residents represents value for money.  The limited nature of the existing policy means that the Council is unable to demonstrate that value for money is currently being obtained.  Clear messages are being given by government that it now expects local authorities to be well advanced with moving away from grant based assistance towards new policy tools which offer greater value for money both in terms of their effectiveness and the ability for funding to be recycled.

4.0
Policy Response

4.1
Officers have been working to prepare a draft Policy setting out a number of new policy tools to assist private sector home-owners.  The focus of the draft Policy moves from an unsustainable grant based system to one where loans become the primary focus for providing assistance across a number of areas.

4.2
The draft Policy gives priority to vulnerable people, in line with Government and Council priorities.

4.3
The draft Policy will apply city-wide, and will maximise flexibility to allow residents and the Council to make most efficient use of the resources available.  However it should be noted that whilst the draft Policy seeks to enable larger numbers of people to be assisted than under the present policy, this is a long-term aim and assistance will therefore continue to be targeted at those areas where the worst conditions are concentrated.

4.4
It is envisaged that the Policy will continue to be updated regularly to take account of new initiatives, the development of new tools or products, and to reflect changing priorities.

4.5
Forms of Assistance
4.6
The draft Policy makes provision for a number of types of assistance:

4.7 Home Improvement assistance – The draft Policy proposes that there will be a move from a grant based system to a loan based one.  It is proposed that there will be a number of loan products and prospective applicants will be subject to a test of their resources in order to determine which one is most suitable for them, depending upon the type and extent of works that are required.  Grants will continue to be available, but would only be awarded in cases where a loan product was not suitable for the applicant, taking into account all of the circumstances of the case.

4.8
Relocation Assistance – The draft Policy proposes that the relocation assistance that will be available to assist home-owners to purchase a replacement property following clearance or demolition activity will be a non-interest bearing loan based product, which allows the applicant to benefit from increasing property values, whilst also allowing the Council to capture some of the value of the investment that it has made in the area.  It is proposed that the Council would loan the applicant a proportion of the value of the replacement property, with the applicant owning the remaining proportion.  The Council would recover an equal proportion of the value of the property upon sale or disposal, with the applicant sharing the increase in equity in the property.  There will be incentives for the applicant to repay the loan within the first five years in order to encourage early recycling of capital in order to reduce the overall call on pathfinder and Council resources in the longer term as clearance and regeneration activity increases across Central Salford.  The pathfinder is investigating whether it can access private sector finance to meet some of the costs of providing relocation assistance, and it is therefore important that provision is made to allow the Council to meet any financial commitments that may arise from this through early recycling of capital.

4.9
Adaptations Assistance - Mandatory Disabled Facilities Grants (DFGs) still continue to be available to assist persons with a disability to access adaptations that meet an identified need, up to a current maximum of £25,000.  It is becoming increasingly common for adaptations to be required which cost in excess of this amount, and a range of options have been included in the draft Policy to allow prospective DFG applicants to access the required adaptation.  Such options include the option to move to a more suitable property which can be more easily adapted, or which is already adapted, a loan to top up the amount of mandatory DFG, or a discretionary top-up grant element where other options are not suitable.  These options would allow persons with a disability to have more choice about their options for the provision of adaptations.

4.10
Block Improvement Assistance – The draft Policy proposes that block improvement schemes be retained as primarily being funded by the Council, but with scope to allow residents to contribute to the cost of the scheme where they wish to have additional works carried out whilst the works are on site.  The works to be funded by the Council through such a scheme will be determined on a scheme by scheme basis, taking account of a number of factors such as a determination of the works which are necessary to achieve an improvement in the overall housing market of an area, and the condition of the properties.  A minimum specification for works is set out in the draft Policy.  This assistance will be mainly targeted at the Central Salford area, recognising the need for targeted intervention to stabilise and improve the housing market in certain areas as part of a wider intervention strategy.

4.11  Theme Based Assistance – The draft Policy proposes that a number of forms of assistance will be made available to improve energy efficiency rating of private homes, incentivise private sector landlords to become accredited under the Council’s voluntary scheme, deal with long-term empty properties where appropriate to do so, and to carry out burglary reduction work through the provision of alley gates and undertake environmental improvements.

4.12
Home Improvement Agency (HIA) Services - The Council intends to re-tender its HIA provision, and the draft Policy allows the continued provision of the successful Handy Person scheme.

4.13
Advice/ Support and Signposting - The draft Policy makes provision to work with a number of partner agencies to provide advice and support to residents to allow them to maximise take up of assistance and other relevant provision.

4.14
Delivering the Policy
4.15
The Council wishes to work with its partner agency, Salford MoneyLine, to deliver the loan products.  Salford MoneyLine has established a separate company, SML Homes Ltd, to administer these loans in order that this can be kept separate from the rest of its business, as there will be a requirement for clear accounting and audit trails so that the funding given through the policy can be effectively ring-fenced to be used for this purpose when loans are repaid.  This organisation has the necessary administrative and ‘back office’ knowledge and financial systems to deal with the processing of such loans.  The Council has not processed loans or mortgages of any volumes for nearly 20 years and the necessary skills, knowledge and administrative capabilities do not currently exist within the authority.

4.16
This will be the subject of a separate report to Lead Member for Housing in early 2006 in order to seek approval to the necessary contract.

4.17
Protection for Applicants
4.18
The use of Independent Financial Advisors (IFAs) is seen as one of the minimum requirements in order that the Council fulfils its duties to residents and to tackle some of the anti-poverty issues that exist within certain parts of the City.  It is also proposed to utilise the existing debt counselling services for some of the more complicated cases of debt.  The RRO requires that a local authority giving assistance to a person under such a policy should ensure that the person understands any conditions that are attached to any assistance that is given, and that they understand the implications of such conditions.  This is particularly important in the case of loan products.  The Council is in the process of procuring a list of IFAs who can give advice to applicants on the assistance being offered by the Council.  All the advice of the IFA is to be governed by the strict criteria of the regulations of the Financial Services Industry (FSA), as will the operation of SML Homes Ltd. Any complaints of poor advice would have the opportunity to be referred to the Financial Services Ombudsman Scheme.

5.0
Consultation

5.1
The Council has undertaken an extensive consultation programme on the proposed changes to the Policy.  This has included presentations to community committees, Environmental, Housing and Planning Scrutiny Committee, the establishment of a service user focus group and the use of questionnaires to guide development of the new forms of assistance.

5.2
The consultation has found that residents and elected members are generally in favour of the move to loan based forms of assistance, although assurances have been sought that grant assistance would still continue to be available for those residents for whom loan products were not suitable.  It has been clear from the consultation that there is a recognition of the need to move away from a grant focused system in order to maximise the use of limited resources for private sector renewal.

6.0
Adoption & Implementation

6.1 Subject to the approval of the Policy by Council, there will be a period of giving notice of its adoption and a period of transition between the existing and new Policies.  The Council is required to give formal notice of its adoption of the policy, and subject to approval of the policy, this will be undertaken during February and March.

6.2 It is therefore proposed that the newly adopted policy will be implemented with effect from 1st April 2006, thereby allowing the new policy tools to be available from the start of the new financial year.

6.3 Staff have already been raising awareness about the review of the Policy for some time, and are working with communities and residents to ensure that residents who may be affected by the transition are given detailed information about the impending changes to enable them to make a choice about when they make their application for assistance.

6.4 A detailed set of procedures for applying the various elements of the Policy is currently being produced, together with standard documentation including application forms and letters that meet the highest standards of customer care.  A thorough staff training programme will be implemented alongside the adoption of the procedures.

6.5 A suite of information leaflets is being produced in advance of the advertisement of the adopted Policy which aim to give information on all of the proposed forms of assistance in a consistent customer accessible style.  This information will also be available on the Council’s internet site.

7.0 Transition Arrangements

7.1 The transition between the existing and the new policies will need to be carefully managed, as there will be a number of residents who will be making applications under the existing policy.  It is proposed to allow residents who are already in discussion with the Council about potential assistance until the end of March 2006 to make a valid application which can then be considered under the terms of the existing Policy.  Any applications received after 31st March would be considered under the new policy, although any person making an application before this date can also elect to receive assistance under the terms of the new Policy.

7.2 There are two main areas of the policy where such transitional arrangements would apply.

7.3 Relocation Assistance – there are a number of residents who have been consulted about demolition proposals which affect them, and who have been given information about the assistance which would be available under the existing policy as part of this consultation process.  These residents have considered the assistance which is available to them under the existing policy as part of their decision on whether to support the demolition proposals.  The Council has therefore made a form of commitment to these residents that it will be necessary to honour, and it is recommended that these residents are facilitated to make an application for assistance before 31st March 2006.

7.4 This commitment applies to some 30 residents in Duchy and to some 40 residents in the ‘Top Streets’ area of Higher Broughton.  No such commitment has been made in respect of any other groups of residents and it is not proposed that any such undertaking will be made for any other groups of residents.

7.5 Home Improvement Assistance – there is an enquiry list in operation under the existing policy where residents can make an enquiry for assistance.  At present such enquiries are held on a waiting list if there is insufficient funding available to progress their enquiry.  Due to diminishing resources for this area of assistance over recent years a list of residents who have made such enquiries has built up which it is not possible to process due to lack of available resources.  It is therefore recommended that all residents who have made enquiries under the existing policy will be advised that the Policy is changing and provided with information on the new assistance that will be available.  Any resident who feels they may qualify for assistance under the new Policy will then be assessed under the new provisions in line with the available funding and dealt with accordingly.

8.0 Amendments to Council Constitution and Scheme of Delegation

8.1
It is necessary for the new Policy to be listed in the Council’s Policy Framework as part of the Council Constitution, and for there to be a number of amendments to the scheme of delegation.  The purpose of this report is to obtain Council’s approval to the policy in order that it can be listed in the Policy Framework, and information on the required changes to the Council Constitution is detailed in a wider report on amendments to the Constitution.

8.0
Conclusion

8.1
The draft Policy represents a significant change in the way that the Council administers private sector housing assistance, and when adopted will see a significant increase in the level of loan products that are to be offered in place of traditional grants, although residents will be adequately protected by a number of safeguards.  This will allow the Council to demonstrate to government that it is making use of the powers that have been given through the RRO and that it is seeking to assist greater numbers of homeowners than would previously have been possible, and continuing to lead the way in developing and delivering innovative forms of assistance to meet local needs.

Cllr Peter Connor

Lead Member for Housing
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