
NORTH LANARKSHIRE COUNCIL 

To: HOUSING AND SOCIAL WORK SERVICES 
COMMITTEE 

From: HEAD OF HOUSING SERVICES 

Date: 31 October 201 3 Ref: EMcH/UC/JH 

Subject: WELFARE REFORM - UNIVERSAL CREDIT 
AND IMPACTS ON HOUSING REVENUE 

Purpose of Report / Introduction 

The purpose of this report is to update Committee on the financial and other forms of support 
being provided by the Council to mitigate some of the damaging effects of welfare reforms. 
The report will also provide information regarding the ongoing review of Welfare Reform 
impacts on services and report upon the potential impacts on HRA and non-HRA revenue 
streams, resulting from the UK Governments proposed implementation of Universal Credit. 

Background 

2.1 * 

2.2. 

2.3. 

2.4. 

Committee was advised in January 2013 that there are a range of risks of welfare 
reform for Housing Services and our tenants. Consequently, Committee approved a 
number of initiatives designed to mitigate some of the early impacts including the 
approval of additional Sustainability Officers, Welfare Rights Officers and a E 1 m 
Prevention and Sustainability Fund (PSF) to support Council tenants. 

The UK Government has stated that Universal Credit will replace a number of other 
benefits including housing benefit, with all new working age claimants being placed 
onto the new benefit from April 2014 and up to late 2015. It is anticipated that some 
other existing claimants may also be migrated over this period with plans to complete 
the process by 201 7. The benefits that will be replaced by Universal Credit are: 

Income Support; 
Income based jobseekers allowance; 

Housing Benefit; 
Child Tax Credit; and 

0 Working Tax Credit. 

Income related employment and support allowance; 

Universal Credit will not apply to pensioners; although changes will begin to impact 
on some older people in the future as the pension age rises. For both men and 
women this will be 66 years by 2020. 

Previous reports to Committee in January and April 2013 set out some of the 
perceived risks for the Council resulting from welfare reforms. The Councils ability to 
make informed projections about revenue impacts has been hampered by a shortage 
of accurate information coming from the UK Government. The DWP has been 
particularly slow to publish detailed information in respect of their proposed treatment 
and funding for Temporary and Supported Accommodation with a number of 
assumptions having to be made when reviewing potential impacts. 
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2.5. One of the main features of Universal Credit is that an allowance for housing costs 
will be paid direct to the tenant; rather than the current situation where any Housing 
Benefit entitlement is paid directly to the landlord. Payments direct to the landlords 
will only be approved by the DWP in certain circumstances under a framework they 
have termed Alternative Payment Arrangements. The arrangements will only be 
available for a temporary and time-limited period during which the tenant will be 
required to work towards managing their finances independently again. 

2.6. Approximately 62% of all NLC tenants receive Housing Benefit and of those around 
61% are of working age and therefore affected by the changes. The Under- 
Occupancy Charge (bedroom tax) element will be deducted by the DWP before the 
Universal Credit is paid out to claimants. 

2.7 Occupants of Temporary and Supported Accommodation will be treated in a similar 
way with eligible occupants also receiving Universal Credit including an element to 
meet housing costs. There are a couple of fundamental differences, which are likely 
to have a significant impact on individuals and on the Council as the landlord. 
Claimants in temporary accommodation up to the age of 35 years will in future only 
be entitled to the shared room rate to cover their housing costs; and more generally 
occupiers of temporary accommodation receiving Universal Credit will be restricted to 
Local Housing Allowance (LHA) rates to fund their housing costs. 

2.8. Funding to meet the higher management costs associated with furnished, temporary 
accommodation will be restricted to a flat rate of f45.00 per week. The proposed sum 
of €45.00, which is significantly lower than anticipated, will not cover current costs. 
There are currently no caps or thresholds applied to local authority temporary 
accommodation and the proposed restriction combined with the LHA rate, represents 
a significant shortfall compared with current rent levels and costs. In addition, there is 
a general lack of recognition of the complex health and social care needs of some 
homeless applicants who require more intensively supported accommodation 
options. 

3. Proposals / Considerations 

3.1. Mainstream Accommodation 

3.1.1. The UK Government implemented the Under-Occupancy Charge or ‘Spare 
Room Subsidy’ as it is now being termed, in April 2013. Commonly known as 
the ‘bedroom tax’ the impact on local social sector tenants has been profound 
and disturbing. The Benefit Cap was implemented in June 2013, affecting 
approximately 78 households. The Council has augmented the DHP allocation 
to the maximum permitted limits using its own funds and coupled with the 
Prevention and Sustainability Fund has provided financial support totalling 
f197k and comprehensive advice to 2899 tenants and residents, as at mid 
October 201 3. 

3.1 -2. The introduction of Universal Credit will bring additional, significant risks for 
landlords due to the method of paying claimants direct. Housing Benefit is 
being used as the main financial tool to implement penalties associated with 
welfare reform, e.g. Housing Benefit is currently reduced to apply the Benefit 
Cap and in future any deductions from Universal Credit will be taken at source 
from the housing costs element. Tenants on low incomes may be faced with 
difficult choices when they receive Universal Credit and many are unprepared 
for the changes that are planned. 
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3.2. 

3.1.3. Based on the current levels of tenants receiving HB, and assuming that 
current levels of housing benefit received by tenants will be maintained within 
Universal Credit payments, it is currently estimated that up to f59.9m of gross 
mainstream rent due will be payable by Universal Credit. However, it is 
estimated that approximately f2.4m of this will be deducted due to the Under- 
Occupancy charges, resulting in potentially only f57.5m being received by 
tenants. 

3.1.4. Rent arrears are therefore likely to increase within Council tenancies, despite 
recent finance and advice initiatives aimed towards mitigating the impacts on 
council tenants and the Council’s income streams. Recovery of rent income 
due, will dictate the impact on HRA resources. The future levels of non 
payment is currently unknown, however for every 10% of rent due a provision 
of an additional f5.7m would be required from the HRA, to provide for this 
debt by 2017/18, assuming full migration to Universal Credit. 

3.1.5. The current debt policy does not write off current tenant arrears; however the 
policy would require review in recognition of the potential increase in current 
tenant arrears and the associated credit risk to the council. 

Temporary and Supported Accommodation 

3.2.1. The Council currently provides accommodation for temporary and supported 
purposes as follows: 

e Dispersed Units providing temporary accommodation in local areas; 

Thrashbush Quadrant; and, 

namely; Bridgework Service, Black Street, Mason Street and 
Houldsworth Court. 

e Supported Accommodation Units at Airth Court, Manse Avenue and 

Supported Transitional Accommodation managed by SAMH at 4 sites e 

Traditionally, the Council has categorised all unit based and dispersed 
accommodation as ‘supported accommodation’ due to the high levels of 
support and supervision required to manage and provision them. 
Consequently, the Council has been able to claim the higher costs of 
provision for people on low incomes through the housing benefits system. 

3.2.2. Given the complex needs of many of the people living in supported temporary 
accommodation, the Council would argue that it should be categorised as 
Supported Exempt Accommodation (SEA) and the housing costs met in full by 
means other than Universal Credit. However; based on the current SEA 
definition, properties owned and managed by local authorities cannot be 
classified as SEA and will therefore be subject to the proposed caps and 
thresholds in future. The same issues will affect Women’s Aid Refuge facilities 
if they are owned by local authorities, which will create the ridiculous situation 
that some women in Refuge will claim housing costs through UC and some 
will be covered by SEA regulations and have all their housing costs met 
separately. 

3.2.3. Changes that will be introduced to the funding regime of temporary 
accommodation will have a disproportionate impact in Scotland due to a 
greater reliance on local authority stock to provide temporary accommodation. 
English local authorities are more likely to use private sector stock to provide 
temporary accommodation options for homeless households and this is partly 
based on the differing legislation that applies there. 
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3.2.4. Based on the existing numbers and mix of temporary accommodation 
available, it is estimated HRA budgeted revenue from temporary 
accommodation would eventually reduce, no later than 201 7/18, by f2.8m 
annually once full migration to Universal Credit is achieved. This also 
assumes that no Under-Occupancy Charges would apply. In addition, there 
could be approximately up to f2m to be recovered from those tenants 
dependent on UC payment arrangements from the DWP. 

3.2.5. Dependent on the rate of migration to Universal Credit, it is estimated that 
HRA can fund the projected reductions of rental income from temporary 
accommodation until 201 5/16, and partially in 201 6/17. However, the f2.8m 
shortfall would be fully incurred from 2017/18 onwards. Based upon current 
turnover levels, it is estimated that approximately f640k per annum would 
require to be recovered direct from homeless tenants, if as currently advised, 
the council receives payments direct for tenancies less than 120 days. 

3.2.6. The changes highlighted in 3.2.1 above also affect rental income generated 
from Supported Transitional Accommodation, currently managed on our 
behalf by a contracted service provider. On full migration to Universal Credit, 
Non HRA budgeted revenue from this type of accommodation would 
eventually reduce by €31 5k no later than 201 7/18, unless the UK Government 
re-defines Supported Exempt Accommodation (SEA) before the introduction 
of Universal Credit. Based on the current narrow definition, only Houldsworth 
Court would meet the SEA requirements because it is owned by a Housing 
Association and the Council leases it. Blue Triangle own and manage a 
service in Old Edinburgh Road, which will also be exempt. In addition, it is 
estimated that approximately f35k per annum would require to be recovered 
direct from homeless tenants. Housing Non HRA would require funding for 
any shortfalls, commencing 2014/15. 

3.2.7. From 2014/15, the ring fence will be removed from Hostels Deficit Grant and 
new funding arrangements put in place. The Council currently receives no 
hostel grant but under the new arrangements the council will receive funds to 
support a wide range of activities to prevent and alleviate homelessness 
(2014/15 f72k, 2015/16 f145k, 2016/17 f217k and 2017118 f290k). These 
funds could assist in alleviating the impact of welfare reform on current 
resources. 

3.2.8. The way in which the council meets its homeless obligation will require review 
in light of the new restrictions to the resources available to deliver the current 
service. This will be reported to a future Committee. 

4. Financial / Personnel / Legal / Policy / Equalities Implications 

4.1. Notwithstanding, the current actions taken to mitigate the impact of welfare reform 
and the uncertainties surrounding its implementation and based upon a number of 
assumptions, the key financial risks and indicative costs (201 7/18) outlined in section 
3 of this report, can be summarised as follows:- 

0 

0 

Continuing Risk of non payment for under occupancy (f2.4m), 
Temporary /Supported Accommodation capped rents ( f  2.8m), 

0 

0 

0 

Temporary /Supported Accommodation non payment (f0.64m) 
Universal Credit direct payment if 10% non payment (f5.7m). 
Risk to Supported Transitional Accommodation (f0.377m) 

4.2. Budgetary implications will be assessed and included within future revenue estimates 
and incorporated into the 30 year financial plan. 
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4.3. There are clear detrimental impacts projected on local people and on services due to 
the planned implementation of Universal Credit 

5. Recommendations 

It is recommended that the Committee: 

(i) 

(ii) 

(iii) 

Note the projected financial risks to the HRA resulting from the implementation of 
Universal Credit ; 
Note the requirement for further review on how as a council we deliver our 
Homelessness legal obligations. 
Agree that the new allocation of Hostels Deficit Grant be utilised to offset shortfalls 
arising from Welfare Reform. 

Elaine McHugh 

17 October 

For further information about this report please contact Una Coleman, Acting Head of Housing and Social 
Work Resources on telephone 01698 332787 or Julie Hunter, Acting Strategy Manager on telephone 01698 
274141 
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