
NORTH LANARKSHIRE COUNCIL

REPORT
IK

To: HOUSING AND SOCIAL WORK SERVICES Subject: WELFARE REFORM − IMPACTS OF
COMMITTEE AUTUMN STATEMENT AND PROPOSAL

TO EXTEND TEMPORARY POSTS
From: HEAD OF HOUSING SOLUTIONS

Date: 18 AUGUST 2016 I Ref: EMcH/AN/JH

1. Purpose of Report/ Introduction

This report updates Committee on how recent announcements affecting the ongoing review
of Welfare Reform impacts on services and the potential impacts on HRA and non−HRA
revenue streams. In addition this report seeks approval to extend the temporary contracts of
a number of posts integral to the implementation and delivery of the Council's welfare reform
strategy.

2. Background

2.1. Committee was advised in earlier reports of the risks arising from welfare reform for
Housing Services and our tenants. Based on early identification and recognition of
the likely impacts on tenants, 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 £2m Prevention and Sustainability Fund
(PSF) to support Council tenants.

2.2. The Autumn Spending Review Statement 2015 contained elements previously
unannounced, which if implemented will have significant impacts on the revenue that
funds temporary and supported accommodation and affect the levels of funding to
meet housing costs for secure tenants, particularly if they are under the age of 35
years. The UK Government had given previous assurances that certain types of
specified accommodation would be exempted from benefit caps designed to reign in
expenditure on housing benefit. However; despite those assurances it now seems
clear that the intention is to apply caps that limit both Housing Benefit and the
Housing Cost elements of Universal Credit (UC) in the social sector to the Local
Housing Allowance (LHA) rates, including supported and sheltered accommodation.

2.3. LHA rates have also been frozen for a further four years to discourage rent rises in
the private rented sector until 2020/21. By pegging social rent to the local private
sector rents the Government seeks to limit perceived unreasonable rises in the social
sector, particularly in England. By not exempting temporary, sheltered and supported
accommodation the implications are far reaching and may lead to certain types of
supported accommodation becoming unviable given the extra costs associated with
provision.

2.4. The proposed LHA Cap will apply from April 2018 to all tenants of social sector
housing who sign a secure tenancy agreement from April 2016 and will not
retrospectively apply. The cap has particularly difficult consequences for single
working age tenants under the age of 35 years, as they will be limited to the Shared
Room Rate.

2.5. A further announcement was made to the effect that the management fee element of
Temporary Accommodation revenue will be abolished from April 2017. The
Chancellor stated that the funding will instead be devolved to local authorities in
England and to the devolved administrations elsewhere. At this stage there is no
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information regarding a methodology for distributing this funding to local authorities in
Scotland.

2.6. As would be anticipated the social housing and supported accommodation sectors
via CoSLA, ALACHO and the third sector have vociferously challenged the UK
Government to justify the proposals. To date the responses received have merely
intimated that additional Discretionary Housing Payment (DHP) will be made
available to support the most vulnerable. Following further sustained lobbying the UK
Government spokesman, Lord Freud suggested that the policy is still being
developed and they will look at options for any potential exemptions in due course.

2.7. On 1st March 2016, Lord Freud announced that the Government is awaiting the
outcome of a supported accommodation research report. This has now concluded,
policy decisions arising from the supported accommodation research have still to be
announced.

2.8. The UK Government concedes that it has not completed any impact assessments to
determine potential impacts on services users who rely on state benefits and have
support needs that cannot be met in mainstream accommodation, e.g. people with
learning disabilities, affected by domestic abuse, or vulnerable for various reasons.
Neither has it completed an impact assessment of the policy on providers of
temporary, sheltered and supported accommodation.

3. Proposals I Considerations I Housing Welfare Reform Updates

3.1. Mainstream Accommodation

3.1.1 With the exception of single people under 35 years, housed after 1st April 2016, who
will only be entitled to the shared room rate to meet their housing costs from April
2018 onwards, the impact of the LHA Cap on tenants of council and other social
sector accommodation in North Lanarkshire is likely to be limited initially. This is due
to NIL social sector rents typically being below LHA rates. However, the effects of the
LHA freeze will over time lead to increasing convergence between social rents and
the LHA rate. Implications for social sector sheltered housing providers, given the
lack of answers about whether service charges will be included in the cap, could see
restrictions applied immediately.

3.1.2 Universal Credit (UC) was rolled out within North Lanarkshire from March 2015 and
we have been able to experience the early impacts of the policy as it continues to be
rolled out and tested. The impact on rent arrears is significant as can be illustrated by
the increase on average of a 44% rise in rent arrears amongst those tenants now in
receipt of UC. Despite concerted efforts to support tenants and minimise payment
errors and delays by maintaining effective communications links with the DWP
Service Centre, delays and inconsistencies are being recorded regularly.

3.1.3 Payment of housing costs directly to claimants brings additional, significant financial
risk to the HRA income stream and the level of debt write−off to be funded in future
years; hence additional bad debt provision was factored into the base budget from
2015/16. As at mid−May 2016, there were 12,466 NLC tenants of working age
claiming Housing Benefit. Based on an average weekly rent of £59.24 this produces
annual revenue of £38m. Those tenants will eventually migrate to UC and to illustrate
the potential impact, a non−collection rate of e.g. 10% would increase rent arrears by
£3.8m. The Scottish Government has announced that it will create a Scottish Social
Security System; however there is limited information available as yet to determine
how it will mitigate any or all of this lost rent revenue.
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3.1.4 Measures were put in place to ensure that all new tenants signing a secure tenancy
agreement from April 2016 onwards are provided with detailed information setting out
the implications of the LHA Cap that will apply from April 2018.

3.2 Temporary and Supported Accommodation

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

Dispersed Units providing temporary accommodation in local areas;
Specified Supported Accommodation Units at Airth Court, Manse Avenue,
Tarbolton Road and Thrashbush Quadrant; and,
Supported Transitional Accommodation operated by Simon Community Scotland
at four sites namely; Bridgework Service, Black Street, Mason Street and
Houldsworth Court.

3.2.2 The Council classifies all unit based and dispersed accommodation as 'supported
accommodation' due to the high levels of support and supervision required to
manage and provision them. The new Specified Accommodation classification
introduced in March 2014 and action taken to re−classify some of our stock provided
protection from some of the effects of caps and thresholds. The introduction of the
LHA cap removes all protections from temporary and specified supported
accommodation from April 2018, including all forms of supported accommodation in
the social rented sector. The Council may therefore need to consider all options,
including commissioning services in the future.

3.2.3 Committee approved the revised Temporary and Supported Accommodation Strategy
(TASAS) in August 2015 and work has already begun to re−shape certain aspects of
the service to more effectively meet needs. The implications of further benefits
changes taking place in April 2018 require some reconsideration of the proposals.
Given the vague statements made by the UK Government about possible protections,
especially for supported accommodation and because this Government has
previously reconsidered certain welfare reforms, the TASAS actions will be under
continual review in the short term.

3.2.4 As noted previously, changes will have a disproportionate impact in Scotland due to a
greater reliance on local authority and social sector stock to provide temporary
accommodation. Additionally, there has been a shift away from large scale hostels to
provide temporary and supported accommodation in Scotland over the last ten years,
which has been viewed as progressive. Provision of good quality, affordable
temporary and supported accommodation remains a vital aspect of our response to
homelessness and meeting the health and social care needs of our citizens.

3.2.5 The HRA currently receives £5.7m of HB income per annum in relation to its
temporary accommodation. Estimates based on the Autumn Spending Review
Statement 2015, existing numbers, client and property mix and UC migration rates
indicate that HRA budgeted revenue from temporary accommodation will eventually
reduce, no later than 2018/19, by £4m 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 £1.7m to be recovered from tenants
dependent on UC payment arrangements from the DWP.

3.2.6 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
2018/19, and partially in 2019/20, due to the preventative action taken to earmark
current surpluses of Housing Benefit. However, the £4m shortfall would be fully
incurred from 2020/21 onwards.
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3.3 The council will continue to have statutory legal responsibilities to assess and
respond to homelessness and related housing support needs, all of which calls for
suitable supplies of temporary and supported accommodation. Considerations about
the shape and nature of homelessness; and temporary and supported
accommodation options within the emerging new context, which includes the shift
towards integrated health and social care, are already under discussion. In addition,
analysis of service demands, performance against quality indicators and outcomes
for service users is ongoing.

3.4 Temporary Posts

3.4.1 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. To date, these additional resources amount to over £1.1 m.

3.4.2 This funding, combined with HRA surplus balances, has been used to enhance
capacity within the Financial Inclusion and Housing Operations Teams to assist in
dealing with the impact of the reforms. Income maximisation and the sustainment of
tenancies is a priority for the Council. Early intervention with income maximisation
assists in addressing the financial and social exclusion of tenants, preventing rent
arrears and contributing to tenancy sustainability, health and wellbeing.

3.4.3 During 2015/16, housing staff carried out financial assessments for 7,563 service
users, generating £8.4m of additional benefit income for new and existing tenants. In
total, housing staff have generated over £28 million in additional income for council
tenants over the last five years. This proactive work has also led to significant
improvements in the overall level of tenancy sustainment and delivers vital services
to the residents of North Lanarkshire.

3.4.4 In August 2014, Committee approved the extension of six temporary posts of Income
Maximiser (NLC5/7) and nine temporary posts of Income Maximiser / Sustainability
Officer (NLC9) for a period of two years (see Appendix 1).

3.4.5 To continue to meet increased demand, it is proposed to extend these temporary
posts initially to 31st March 2017 with a potential to extend to 301h September 2017
pending current service reviews.

4 Financial I Personnel I Legal I Policy I Equalities Implications

4.1 There are still considerable uncertainties surrounding the implementation of welfare
reform and in light of the updates contained in this report and their impact on previous
assumptions, the key financial risks and indicative costs from (2018/19) outlined in
section 3 of this report, can be summarised asfollows:−Universal

Credit direct payment − increased rent arrears I debt provision
assuming e.g. 10% non−payment (3.8m)
Temporary / Supported Accommodation capped rents (4m):
Temporary I Supported Accommodation non−payment (HRA) ( 1 .7m);

4.2 The total employee costs required to extend the current temporary posts, including
overheads, amount to £381k. This will be funded partly from the remaining HRA
surplus carried forward from 2013/14 and set aside to finance the staffing costs of
initiatives aimed at mitigating the impact of welfare reform, along with an additional
contribution of £320k allocated from the 2015/16 surplus, as detailed in a separate
report to this committee.
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5 Recommendations

Committee is requested to:

(i) Note the current updated position on welfare reform as outlined in the report;

(ii) Approve the extension of four temporary Income Maximiser posts (NLC5) up to 31
March 2017, with the potential to extend to 30 September 2017;

(iii) Approve the extension of two temporary Income Maximiser posts (NLC7) up to 31
March 2017, with the potential to extend to 30 September 2017;

(iv) Approve the extension of nine temporary posts of Income Maximiser I Sustainability
officer (NLC9) up to 31 March 2017, with the potential to extend to 30 September
2017; and

(v) Refer this report to the Policy and Resources (Human Resources) Sub Committee for
consideration.

Elaine McHugh
Head of Housing Solutions
11 July 2016

For further information about this report please contact Aileen Nakhaei, Finance Manager on telephone 01698
332788 or Julie Hunter, Strategy Manager on telephone 01698 274141
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