
S USTAl NAB I LlTY FUND 

To: HOUSING AND SOCIAL WORK 
SERVICES COMMITTEE 

From: HEAD OF HOUSING SERVICES 

Date: 31 JANUARY 2013 Ref: EMCH/UC 

Subject: WELFARE REFORM UPDATE AND 
PROPOSAL TO ESTABLISH A 
HOMELESSNESS PREVENTION / TENANCY 

Purpose of Report I Introduction 

The purpose of this report is twofold: firstly, it updates committee on the housing implications 
of welfare reform and action taken to minimise the impact within North Lanarkshire; and, 
secondly, it seeks approval in principle to establish a homelessness prevention /tenancy 
sustainability fund. 

Background 

2.1 In response to the proposed benefit changes, the Council established a Corporate 
Working Group to analyse (and where possible influence) the proposals and develop 
coping strategies to address the impact of the reforms. The group developed an 
action plan (incorporating a communications strategy and supported by a multi- 
disciplinary training programme) progress towards the implementation of which has 
been the subject of previous reports to Committee. 

2.2 Short term working groups have also been set up to progress individual work streams 
across a range of initiatives. A Welfare Reform Governance and Delivery Map is set 
out at Appendix 1. 

2.3 Procedures (e.g. allocations, rent arrears and housing options) are being reviewed 
and updated through existing continuous improvement groups. 

2.4 The Council has succeeded in levering in financial contributions from a number of 
partner organisations to help fund programmes aimed at reducing the impact of the 
reforms and this funding has been used to increase the staff complement within the 
Financial Inclusion Team. 

2.5 To further enhance capacity, HRA surplus balances have been used to create 
additional temporary posts both within the Financial Inclusion Team and within 
Housing Services. 

Benefit Cap 

3.1 The Department for Work and Pensions (DWP) is introducing a benefit cap for 
working age households to prevent people not working from receiving more than the 
average working earnings of people or households in work. Initially, the cap will work 
by reducing the amount of housing benefit paid to claimants or to landlords on their 
behalf. 

3.2 At the time of writing this report, it is anticipated that approximately 90 claimants in 
North Lanarkshire will be affected (including 32 council tenants). 
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3.3 It was originally planned to introduce the benefit cap in April 2013. However, the 
DWP has recently announced that implementation will be delayed, other than in four 
London authorities, until summer 201 3, with all affected households being capped by 
the end of September 2013. A decision on the precise date at which national rollout 
will commence will be made in the New Year. 

4. Under Occupation Penalties (‘Bedroom Tax’) 

4.1 

4.2 

4.3 

Under occupation rules that currently apply in the private rented sector will apply to 
social housing tenants of working age claiming housing benefit from April 201 3. The 
measure will introduce penalties for under occupying of 14% for one extra bedroom 
and 25% for two or more extra bedrooms. Deductions at the relevant rate will be 
taken from the claimant’s eligible housing benefit before the benefit is applied. The 
measure is now commonly referred to as the ‘Bedroom Tax’. 

The measure does not apply to housing benefit claimants who have attained state 
pension credit age or certain claimants in supported or sheltered housing. An 
additional bedroom is allowed for overnight carers but this exemption will only apply 
to formalised overnight care arrangements. This means that the bedroom tax will 
apply to disabled tenants, including where the property is significantly adapted or 
purpose built. In addition, the parents of foster children and separated families, where 
the parent without care has an extra bedroom for the children to visit overnight, will 
be affected. A small number of MAPPA cases, including high risk offenders may be 
affected and work is ongoing to identify those cases. 

The bedroom tax is likely to present a range of risks to the council and other social 
landlords. Unless people are able to immediately self-resolve by either moving into 
work or taking in a lodger for example, this is money that they will have to find from 
their other benefits. In North Lanarkshire, it is estimated that 5,700 council tenants 
and 1,400 RSL tenants could be affected and residents of homelessness temporary 
accommodation will also be affected. In the case of council tenants, this is equivalent 
to f2.67m of annual rent revenue which is currently paid directly into the Housing 
Revenue Account. It is reasonable to presume there is a heightened risk of increased 
rent arrears as a result of the change. 

5. Temporary / Supported Accommodation 

5.1 The DWP recently published a circular giving some indication as to how it intends to 
treat temporary homelessness accommodation within the reforms. Occupants of 
temporary accommodation will be gradually migrated over to Universal Credit and be 
eligible for housing costs based on the Local Housing Allowance rates that apply in 
the local area. As the changes are likely to be introduced gradually from October 
2013 onwards, it is difficult to accurately project when the migration will be concluded; 
however, it is reasonable to assume that unemployed single people on Job Seekers 
Allowance will be targeted early. 

5.2 Funds to meet the higher management costs associated with providing temporary 
accommodation will be paid separately in some form to the local authority and are 
likely to be based on the rate currently paid when councils lease stock from the 
private rented sector of f60.00 per unit per week. The LHA rate and the management 
element combined represents a significant reduction in the funds currently available 
under housing benefit to meet the costs of providing temporary accommodation. 
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5.3 The DWP has also announced that certain categories of supported accommodation 
will remain outside of the Universal Credit arrangements and continue to be funded in 
broadly similar terms as currently apply. This ruling applies to “exempt” supported 
accommodation as defined in regulations and does not extend to supported 
accommodation owned and managed directly by local authorities, e.g. Airth Court 
and Manse Avenue. An options appraisal exercise is underway to identify the most 
economic means of managing the funding shortfall and to protect the Council’s 
revenue in future. Early indications suggest that there could be some economic 
advantage in either outsourcing or transferring parts of the service to an arms length 
body. 

6. Financial Risks of Welfare Reform for Housing Services 

6.1 As a result of the reforms, housing benefit income will reduce due to the benefit cap, 
under occupancy penalties and the new rules governing temporary / supported 
‘exempt’ accommodation. We can also expect a significant increase in rent collection 
costs, higher rent arrears and an increase in void rent loss as it becomes more 
difficult to allocate larger properties to tenants affected by the bedroom tax. 

6.2 A risk assessment has been carried out and, wherever possible, actions have been 
identified to mitigate the financial impact of the reforms. 

7. Universal Credit (UC) Pilot 

7.1 

7.2 

7.3 

North Lanarkshire Council successfully bid for funding under provision of the 
Universal Credit Pilot scheme. The key focus for the bid is designed to prepare and 
support tenants and increase resilience within Services to deal with the new demands 
arising from the reforms. The council will receive the sum of €1 10,000 to be paid in 
instalments following successful implementation of each phase of the pilot. 

The key aspects of delivery will be to target those affected by the bedroom tax and 
the benefits cap by providing money and budgeting advice, signposting and referrals 
to employability services, housing options and benefit checks and guidance on the 
use of on-line services. The objective is to increase awareness and prepare tenants 
for the changes as well as improving the resilience and partnership approach of 
relevant statutory services and independent voluntary agencies. The recently 
appointed Sustainability Officers will have an integral role in the implementation. 

Staff based in our local housing offices will begin the process of notifying affected 
households of the changes from early January 201 3. Whilst clear written 
communication is vital, it is intended that our approach will commence with visits to all 
tenants affected by a 25% reduction in housing benefit due to the bedroom tax. The 
purpose of visiting is to ensure that tenants can be given advice and assistance, 
including referrals to other agencies, to help mitigate the impact and prepare them for 
managing their budgets in future. 

8. Discretionary Housing Payments (DHPs) 

8.1 Discretionary Housing Payments (DHPs) can currently be made available to 
claimants of Housing or Council Tax Benefit to meet eligible rent and council tax 
costs when there is recognised financial need. The claimant must make application in 
writing and the council must consider the applicants financial needs if an award is to 
be made. The funding is provided by the DWP and allocated to local authorities 
annually to be spent within the award year. 
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8.2 

8.3 

North Lanarkshire Council will be allocated the sum of f374,676 to be used in 
2013/14. This is an increase of 229% from the current year which recognises that 
demand for DHPs will rise significantly as a result of the reforms. Total spend will be 
capped at f936,690 under the DWP formula which ensures that any spend above the 
allocation must be met from the Council’s own resources and any under spend must 
be returned to the DWP. The formula limits the additional expenditure to 2.5 times the 
government allocation and prevents local authorities from spending more than the 
cap limit. 

In recognising that demand for DHPs will rise significantly as various reforms are 
introduced, the government has announced that the allocations will rise over the next 
two financial years. Additional elements will be provided to assist in mitigating the 
impacts of the introduction of the under-occupancy restrictions for social tenants and 
to meet the management cost elements of temporary and exempt supported 
accommodation following the introduction of Universal Credit. A DHP Working Group 
was established to develop a policy and procedures for staff and to raise the public 
awareness of the fund. This work has almost concluded. 

9. Homelessness Prevention / Sustainability Fund 

9.1 

9.2 

9.3 

A key objective of the Council is to prevent homelessness and sustain tenancies thus 
preventing more costly interventions after the event. The principles of early 
intervention have underpinned the Housing Options developments at North 
Lanarkshire and ensured that the council has reduced homelessness presentations 
over each of the last five years. It is widely accepted that welfare reforms will have a 
detrimental effect on the progress made in tackling homelessness in Scotland, 
particularly as the priority need distinction was removed in December 2012. 

Homelessness prevention funds have been widely used by local authorities in 
England and are becoming increasingly common in Scotland with an emphasis on 
‘spending to save’. The fund can be used flexibly to counter some of the common 
causes of homelessness presentations, e.g. inability to access and sustain 
accommodation in the private sector, abuse and harassment in the home and on this 
basis it could be used to fund minor costs that can either facilitate a planned move or 
support people to stay in their current homes. 

Given the limitations of the DHP funding it would be beneficial to develop an 
additional flexible fund with clear access criteria to help mitigate the most damaging 
effects of the housing benefit and welfare reforms. The Housing Revenue Account 
surplus carried forward from 201 1/12, which Committee agreed to set aside to 
finance initiatives aimed at mitigating the impact of welfare reform, provides an 
opportunity to develop this initiative. Detailed proposals will be submitted for 
Committee’s consideration at the next cycle, when there is more clarity around the 
DHP policy and grant allocation (as referred to in paragraph 8.3 above). At this stage, 
Committee’s approval is sought in principle only. 

10. Allocation Policy 

10.1 As part of our Allocation Policy Review Phase 3, consideration has also been given to 
the house size eligibility rules for a single parent or couples with two children of the 
opposite sex. Our current policy allows for one bedroom for every two children of 
different sexes under 8 and one bedroom for each child of different sexes aged 
between 8 and 16. The Welfare Reform changes mean that families with children 
under 10 regardless of gender will need to share. 
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10.2 As part of the overall Phase 3 review of the Allocation Policy, views are being sought 
from a wider range of stakeholders on the house size eligibility rules, the option of a 
tenant’s incentive scheme and other areas of the policy identified as requiring 
consideration. The consultation period runs from 10 December 2012 to February 
2013 and a further report will be presented to Housing & Social Work Committee on 
the outcome of the consultation. 

11. Financial I Personnel Implications 

1 1.1 The key financial risks of welfare reform for the housing service are outlined in 
sections 4, 5 and 6 of this report. 

11.2 The DHP grant allocation for 2013/14 has been notified by the DWP (paragraph 8.2 
refers). 

11.3 It is proposed to use the HRA welfare reform contingency fund to develop a 
homelessness prevention / sustainability fund (as outlined in paragraph 9.3). 

12. Recommendations 

Committee is requested to: 

a) Approve in principle the development of a homelessness prevention /tenancy 
sustainability fund, subject to detailed proposals being developed for Committee’s 
consideration at the next cycle; and 

b) Otherwise note the contents of this report. 

Head of Housing Services 
Elaine McHugh 

17 January 2013 

Enc 

For further information on this report, please contact Una Coleman, Manager Finance and Administration 
(telephone 01698 332787), Aileen Gormley, Quality and Performance Manager (01698 274142) or Julie Hunter, Senior 
Strategy Officer (01698 274141). 
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Appendix 1 

North Lanarkshire Council Welfare Reform Governance and Delivery Map 
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