
4

AGENDA ITEM No
NORTH LANARKSHIRE COUNCIL

REPORT

To:
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1. Purpose of Report I Introduction

The purpose of this report is to:
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ARREARS PERFORMANCE; PREVENTION
AND SUSTAINABILITY FUND; AND
EXTERNAL FUNDING UPDATE

• Update Committee on current tenant rent arrears performance and seek approval for
2014/15 recovery;

• Update on the implementation of the Prevention and Sustainability Fund (PSF);
• Advise on potential external funding opportunities; and
• Seek approval to transfer credit balances equivalent to the amount spent on PSF for

under occupancy cases from the Housing Revenue Account (HRA) to the Council's
General Services Account in line with updated legal and accounting guidance.

2. Background

2.1. In April 2013, Committee approved the use of a proportion of the I={RA surplus
balance to develop a fund (The PSF) to assist people to remain in their current
homes, prevent homelessness, sustain and support vulnerable people taking up new
housing options and promote a culture of financial independence.

2.2. The PSF is important in addressing hardships arising from the implementation of the
UK Government's welfare reforms, particularly the under−occupancy charges,
commonly referred to as the bedroom tax. In addition, the scheme provides a useful
means of engaging with tenants to signpost and refer them to a wide range of advice,
support and employment services, which in the longer term can lead to greater
financial independence.

2.3. Internal Audit colleagues were consulted in June 2013 and offered advice and
comment on the draft PSF criteria and proposed procedures. An Internal Audit
exercise is also currently underway to provide independent assurance on the
adequacy and effectiveness of the development and implementation of the PSF. In
particular, this will provide assurance that the Fund is being administered in a
consistent and equitable manner in accordance with relevant operating
criteria/guidance and that payments are made only to eligible applicants who meet
the necessary criteria and guidance.

2.4. Further to a recent Audit Scotland Technical Guidance Bulletin, the Council sought
QC opinion on the administration of the fund to seek additional assurance that it
complies fully with legislative requirements.

2.5. During the course of the year additional funds were made available to the Council for
Discretionary Housing Payments (DHPs); however issues remain about the most
appropriate means of getting the funds to the people who require it most. Joint work
has been undertaken with colleagues in Finance and Customer Services to
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2.6. Correspondence has been received from the Scottish Government advising of a
£35m fund to be targeted at the areas of highest need across Scotland. £20m of this
fund is being used to top up DHP across 20 Local Authorities including North
Lanarkshire Council. Work is ongoing with COSLA / Scottish Government to
determine how the remaining £15m funding will be made available to social landlords.
This will be the subject of a future report to Committee.

3.

4.

2.7. The Scottish Government has notified councils of the availability of £600k under the
Welfare Reform Resilience Fund (WRRF) for Innovative projects linked to welfare
reform which could inform service redesign and improve outcomes. The Council
proposes to submit a bid by the 24 April deadline.

Outcomes and Impact

3.1. At the end of 2013/2014, 2,080 tenants were receiving an ongoing PSF award to
assist with under occupancy charges. Expenditure for the year 2013/2014 currently
totals £525,382. This figure will be confirmed at year end.

3.2. It is estimated that £524,765 is required to carry forward these awards into the new
financial year.

3.3. The demand for assistance continues following the decision to re−instate rent arrears
recovery procedures and it is anticipated that this will have an impact on the weekly
commitment and spend in the coming months.

3.4. In 2013114, the Housing Service generated £6.6m of additional benefit income for
council tenants (including £1.7m for tenants affected by under occupancy).

Current Tenant Arrears

4.1. Significant staffing resources have been dedicated to
assistance to all tenants affected by arrears during
arrears continue to increase. Current levels and
financial yearare:−Year

end (12/1 3) −£1,791,648

Year end (13/1 4) −£2,714,055

providing advice, support and
2013114. Current tenant rent
comparison with our previous

Since April 2013, 6,389 tenants have been impacted by the under occupancy
deduction and, of this number, 2,489 had a combined arrears value of £1,008,943.
These are arrears due solely to under occupancy and those with a combination of
under occupancy plus other arrears.

4.2. NLC currently has 5,046 tenants affected by under occupancy. During 2013/14, 706
tenants no longer fall into this category as a result of additional room allowances,
tenancy terminations and changes in circumstances. It is estimated that the total
under occupancy HB deduction for 2013/14 is £2.15m. DHPs of approximately
£1.lm have been awarded to 4,515 tenants affected by under occupancy during the
year, assisting them in meeting their housing costs in whole or in part and partially
mitigating this loss along with other financial assistance put in place.

4.3. The total under occupancy charge for the year 2014/15 is estimated at £2.4m with
approximately £1.1 m of DHPs committed for 3,888 NLC tenants affected by under
occupancy. This leaves a shortfall in the region of £1.3m in respect of under
occupancy if tenants fail to pay.
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4.4. A commitment was given at the Policy and Resources Committee of 19 September
2013 that there would be no evictions in the 2013/14 financial year for tenants whose
arrears are due solely to the under occupancy charge and where tenants have
engaged with the service regarding financial advice and assistance. In view of this,
no court proceedings started during 13/14 for any tenancy where the arrears balance
includes any element of under occupancy. Cases that were already in the court
system have been sisted. The position as at April 2014 is that all cases affected by
under occupancy, where appropriate, have been served with a Notice of Proceedings
(MOP). This approach has been taken whilst we maximised engagement and
financial assistance.

4.5. Committee is requested to approve the following proposals for rent arrears recovery
in 2014115:

a) Continue with arrears progression for all cases, i.e. those due solely to under
occupancy and those with a combination of under occupancy plus other
arrears, including booking all cases to court, seeking decree and potential
eviction, in line with the Council's duty to deliver best value. At each stage of
the process tenants will be offered full support, advice and financial assistance
to prevent eviction. This is fully in line with our approach to homeless
prevention and tenancy sustainability.

b) There are under occupancy cases where a decree has been previously granted
but not enforced. Ejection cannot be enforced due to the time restrictions (six
months). In line with legislation it is also not possible to pursue court action for
the same debt after the decree has expired. In such cases, a Payment Charge
Notice will be served via a Sheriff Officer under the terms of the Bankruptcy and
Diligence etc (Scotland) Act 2007. This Notice is valid for two years and allows
consideration of bank account and I or earnings arrestment.

5. Proposals/Considerations

5.1. It is proposed that existing awards for PSF will transfer to the year 2014/2015 without
the need for a new application. It Is intended that the existing awards are updated to
reflect the new under occupancy charge and new DHP amounts to recalculate the
amount of PSF that can be paid following the rent increase.

5.2. All awards have been considered effective from 1 April 2013 and it is our intention to
continue to backdate awards where appropriate and subject to the availability of
funding.

5.3. This fund will remain available to all NLC tenants including those who have accepted
their tenancy after 1 April 2013. This will assist in attracting new applicants for larger
properties in low demand areas.

5.4. The Internal Audit exercise referred to at paragraph 2.3 is not yet complete and will
be reported to the Audit and Governance Panel in due course in line with internal
Audit's normal reporting arrangements. The Service will seek, wherever practical and
proportionate, to respond positively to any audit recommendations including making
any necessary amendments to the PSF guidance and detailed operating procedures.
Any significant changes arising will be the subject of future reporting to Committee

5.5. A formal overpayment recovery process is being developed to allow:

Automatic adjustment to the rent account where the tenant has given the
appropriate consent to allow this; and,
The deduction of any overpaid amount from future/ongoing entitlement.
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Financial I Personnel! Legal I Policy Implications

6.1. The Council set aside £1 m of HRA surplus balances to establish the PSF. Any
remaining balances will be carried forward and reported as part of the HRA 2013114
surplus balance allocation to August Committee. A further allocation of £1 m to top up
the fund was approved at the Special Council meeting on 13 February 2014.

6.2. There are a number of available statutory powers to enable the Council to make
payments in this respect through the General Fund. Of these powers, the Council
intends to use Section 20 of the Local Government in Scotland Act 2003. Committee
will be aware of this as the Power to Advance Well−being. The Council has sought
QC opinion on the use of the PSF and has identified Section 20 as the most
appropriate statutory power.

6.3. As this recent guidance confirms that the legislative and accounting requirements are
that PSF payments will require to be accounted for as being made from the General
Fund, the consequential accounting treatment requires the transfer of credit balances
from the HRA to the Genera) Fund as permitted under the terms of Schedule 15 of
the Housing (Scotland) Act 1987. The credit balance for transfer to General Fund will
match the expenditure from the PSF. Committee's approval to this transfer is
therefore sought in advance of the closure of the 2013/14 annual accounts.

6.4. The proposed accounting treatment will be discussed with the Council's appointed
auditor prior to the finalisation of the Council's 2013114 accounts.

Recommendations

Committee is requested to:

(I)

(iv)

Note potential funding opportunities as outlined in Sections 2.6 and 2.7;

Note the position on current tenant rent arrears performance as detailed in
Section 4;

Approve the proposals for 2014/15 arrears recovery as outlined in Section
4.5;

Approve the transitional arrangements for PSF as outlined in Section 5.1;

(v) Approve both the transfer of the final balance as detailed in Section 3.1 (being
the amount spent on PSF under occupancy) from the HRA to the General
Fund for 2013/14 and the adoption of the same accounting arrangement in
future; and

(vi) Refer this report, in respect of the consequential accounting treatment
referred to in paragraph 6.3 above, to the Policy and Resources (Finance and
Customer Services) Sub−Committee for approval of the necessary transfers
from HRA to the General Fund to meet PSF under occupancy expenditure.

AG

− _V"_ j A&
Elaine McHugh
Head of. Housing Services
11 April 2014

For further information on this
(telephone 01698 332027)

U.,

contact Elaine McHugh, Head of Housing Services
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