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To: 
Members of the House of Commons Council Housing group
Trade unions supporting the aims of the group

14 December 2007

Dear Colleagues,

The Council Housing group at Parliament aims to ensure a debate around amendments to the Housing and Regeneration Bill to defend and promote first class council housing providing secure housing at lower rents delivered by an accountable landlord. 
We believe council housing has a major contribution to make to the government’s stated objective to tackle housing need today and provide long term sustainable housing solutions for the future and that these amendments are needed to allow it to succeed.

We plan to table formal amendments immediately that Parliament returns after the recess on January 8 2008 and hope to have your support. Unfortunately the timescale is very tight but if you have any comments or other suggestions please contact my office.

We propose a new clause in the Bill to set out a new local authority housing finance regime to:

1. Enable local authorities to improve all existing council homes and estates, start a major council house building programme and ensure that they can maintain both existing and new council homes as first class housing in years to come;

We also want to prioritise two additional amendments to:

2. Oppose means testing via the proposed new ‘eligibility’ criteria for ‘low cost rented housing’ to ensure estates can again become mixed communities
Clause 68c “eligibility designed to ensure that it is occupied by people who cannot afford to buy or rent at market rate” amounts to the introduction of a means test, deepening the stigmatisation of council housing as housing of ‘last resort’ and undermining the stated government objective of making council estates mixed and sustainable communities. 

We don’t want public (council) housing to be seen as ‘bog standard’ housing for those who can’t do any better any more than we support local comprehensive schools, NHS hospitals or other public services being seen as second rate and second class.

It is essential that our estates return to being the mixed communities, that a wide social mix are proud to live in, they once were before shortage distorted allocations policies, concentrating deprivation and desperation. This means encouraging butchers, bakers as well as teachers and nurses to take up a council tenancy – not excluding them.


3. Guarantee tenants a fair and balanced debate on stock transfer, PFI or ALMO with normal democratic safeguards to empower tenants - not predatory landlords
There has been a massive democratic deficit in many cases where councils have proposed to stock transfer their homes. 

There is currently no legal obligation on the authority to provide tenants with both sides of the argument or ensure a fair and balanced debate. In many cases the ballot is sprung on tenants with little or no notice. The authority can choose when to send out ballot papers using market research to identify the optimum time to get the desired result. They can spend unlimited amounts of money on direct mailings, press advertising and effectively prevent those putting an alternative view from being able to put their case to tenants by taking down material opposing the council’s proposals and refusing to let halls for meetings. 

Our amendment will propose to include in the Bill the code of practice the Council Housing group adopted after our inquiry in 2004/5. It would also extend the period following a ballot in which tenants can formally lodge objections to the process. We do not believe that 28 days allows tenants to respond to injustices, collect evidence to support their objections and make representations to the Secretary of State. 

This Code of practice would strengthen democracy and act as a safeguard against predatory landlords. Clause 259 in the Bill proposes to allow tenants to formally request that their authority ballot them on stock transfer. We have no objection to tenants having the right to vote (although we are doubtful that there is any significant demand from tenants for a change in management) but we are very concerned that without a strong code of practice this right will ‘empower’ predatory landlords who want to build private housing for sale on council estates, rather than tenants.  
A similar requirement to ballot tenants should also exist if the council propose to set up an ALMO or PFI scheme.
Explanation of amendments
Amendment 1
Objective

New section of clauses to ring fence the Housing Revenue Account, stop government siphoning money out of council housing to improve existing council homes and estates, enable councils to build a new generation of first class council housing and maintain both existing and new homes for years to come.

Proposed mechanism(s)
a) Make a one-off transaction to transfer existing local authority housing debt to government (replacing existing arrangement where government provides authority with revenue stream to support borrowing).

b) Allow local authorities with council homes to retain all the income from tenants rents and capital receipts for the purposes of maintaining, managing, improving and building new council homes. Any surplus not required for these purposes to be pooled centrally and redistributed by the Secretary of State.

c) Require the Secretary of State to maintain a national pool (‘notional Housing Revenue Account’)  to receive any surpluses from tenants rents or housing capital receipts not required by individual local authority HRAs; and redistribute from this pool to authorities needing additional resources for the purposes of managing, maintaining, improving and building new council homes in their area.

Implications
a) Taking over historic debt is financially neutral and has no direct impact on PSBR (PQ answer 19/01/06). 

This would provide a level playing field with councils who stock transfer their homes. 

Councils free of this debt burden would then be in a better position (if they have resources to support it) to borrow prudentially to fund improvements and build new council homes. This additional borrowing would affect PSBR but it would meet the Golden Rule of borrowing to fund investment and would only be possible if there was a revenue stream to support it (tenants rents and capital receipts).

b) Allowing local authorities to retain all the income from rents and capital receipts would provide a level playing field with Registered Social Landlords and give democratically elected local authorities control over their Housing Revenue Account and so make it more accountable to tenants. 

It would reduce income to the Treasury from council housing. But this is income that the Treasury should not have been receiving.

This reduction includes £1.2 billion (2003/04 figures) taken from tenants rents which government claims is used to support historic debt. However since council tenants do not benefit from ownership of the asset when the debt is settled it is not clear why they should pay for it. 

The Treasury has already benefited from more than £45 billion in ‘right to buy’ receipts (Joseph Rowntree Foundation 2005) – more than enough on its own to settle local authority housing historic debt – but has chosen to spend this elsewhere.

It is not fair for government to use past, present and future housing capital receipts set aside for other purposes when council housing is in desperate need of investment (to improve existing and build new) and to continue to take on average £924 from every council tenant per annum.. 

Neither is it fair for government to spend up to £600m per year (PQ answer 21.05.07) for writing off debt for authorities which transfer their stock, while withholding the same resources from authorities whose tenants have chosen to remain as council tenants.  

Amendment 2

Objective

Oppose means testing of either new tenants or existing tenants at a later date. Defend the principle that public housing is available on the same basis as schools, hospitals and other mainstream services regardless of income and that there is a ‘right to rent’ as an alternative to ownership.

Proposed mechanism
Delete clause 68c and…

Implications
The government’s stated objective of defining ‘which homes are social and which are not, in order for the regulator’s remit to be clear‘ would still be achieved; but there would be no eligibility clause.

Amendment 3

Objective

Empower tenants, tackle democratic deficit in the existing stock transfer process and guarantee fair and balanced debate

Proposed mechanism
Adopt House of Commons Council Housing group’s ‘code of practice’ on ballots which were part of the group’s recommendations following an extensive inquiry in 2004/5.

Implications
Prevent local authorities and private landlords from abusing the clear advantages that their resources and control over the stock transfer process currently gives them to bully and blackmail tenants to accept their preferred outcome of any consultation. Prevent predatory landlords who want to build private housing on open spaces on council estates from cultivating small, unrepresentative groups of tenants to exercise the proposed new right to demand their authority conducts a stock transfer ballot.

Yours sincerely,
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Austin Mitchell MP
chair House of Commons Council Housing group

House of Commons, London SW1A 0AA

Tel: 020 7219 4559 Email: mitchellav@parliament.uk


