DCH Briefing

Housing Finance in Wales
Council housing in Wales, like the rest of the UK, has been starved of investment for years. The government steals money from our rents every year. They then have the cheek to offer us the money back - provided we accept the privatisation of our homes. This briefing details the current robbery and explains how the money is there to subsidise privatisation. It also explains how housing finance works in Wales and some of the differences to England. Finally it shows how the review of council housing finance taking place in England is of vital importance to Wales too. The UK government now acknowledges that the system is under-funded, and any changes we win nationally will benefit Wales too. Tenants, unions and councils in Wales need to be contributing to the review.
Stop the Robbery
Between us tenants in Wales pay £354 million a year in rent. We expect that that money will be spent on repairing, managing and improving our homes. But in fact only £211 million is allowed for the management and maintenance of our homes and £77 million for major repairs. This means that over £66 million pounds – about a fifth of our rent money - is robbed by the government every year. This is on top of the £1.5 billion the treasury steals from English tenants every year as well.

	
	Rent


	Management & Maintenance
	Major Repairs Allowance
	Government takes

	
	
	
	
	

	Blaenau Gwent
	19.34
	12.12
	4.30
	2.92

	Caerphilly
	33.28
	20.52
	7.40
	5.36

	Cardiff
	45.42
	25.33
	9.40
	10.69

	Carmarthenshire
	27.32
	17.28
	6.30
	3.74

	Ceredigion
	6.29
	3.98
	1.50
	0.80

	Denbighshire
	11.22
	6.48
	2.40
	2.34

	Flintshire
	23.86
	13.93
	5.20
	4.73

	Gwynedd
	19.50
	11.78
	4.10
	3.63

	Isle of Anglesey
	11.63
	7.00
	2.60
	2.04

	Neath Port Talbot
	28.21
	17.21
	6.20
	4.80

	Pembrokeshire
	17.75
	10.52
	3.90
	3.32

	Powys
	17.14
	10.17
	3.70
	3.27

	Swansea
	42.55
	25.70
	9.20
	7.65

	Vale of Glamorgan
	12.40
	7.22
	2.70
	2.47

	Wrexham
	38.02
	21.30
	7.60
	9.12

	
	
	
	
	

	Whole of Wales
	353.92
	210.54
	76.50
	66.88


Figures from Welsh Assembly Government: Housing Revenue Account Subsidy Determination 2008-09, and Major Repairs Allowance 2007-08 (latest available figures)

The Money’s There
Not only does the government rob our rent money – then have the cheek to offer it back to us for the investment we need, but only if we accept the privatisation of our homes! This is wrong.
The money is there to do up our homes. The UK treasury is prepared to spend millions of pounds to write off housing debt if we agree to transfer, and then let the new housing association landlords keep all our rents to spend on our homes. On top of this the Welsh Assembly Government is prepared to make ‘dowry’ payments to the new landlords as well.
· For example, Conwy will receive £26.9 million in debt write-off, and a dowry of £5.48 million; while Merthyr Tydfil will receive a dowry of £87 million.
· Tenants in Swansea have to pay £8 million in funding their housing debt every year - money which would have been written off if tenants had voted yes. The UK government could write that debt off for Swansea tomorrow, and they would have £8 million extra every year for much-needed investment in the homes.
· In Gwynedd, £15.5 million of debt will be wiped out; and a gap funding payment of an undisclosed amount will be made.  
Effectively the government is blackmailing us into privatisation. This is outrageous. We demand that the government give councils a level playing field, so that all our rent money can be used to provide decent, secure, affordable and accountable council housing.

How housing finance works in Wales
The way council housing finance in Wales works is very similar to the way it works in England. Theoretically the decisions over rents and allowances are made by the Welsh Assembly Government, but they use much the same concepts as in England, and introduced the Major Repairs Allowance at the same time. The robbery (the difference between rents and allowances) is much the same as it is in England - and goes to the UK Treasury. 

The Welsh Assembly Government use a flat rate to calculate the Management and Maintenance Allowance, which covers day-to-day repairs. So this is the same amount per home over all of Wales, regardless of need. The Major Repairs Allowance (MRA) is different for each area. It is supposed to cover all the major works which need doing - in other words, it ought to be enough to bring homes up to the Welsh Housing Quality Standard. But no account is taken of the amount actually needed when the MRA is calculated.
In England, independent research for the government has shown the level which allowances should be. M&M allowances are only 70% of need (based on work by the Building Research Establishment in June 2003, updated for stock numbers and inflation since). And MRA allowances are 43% below the level needed  (Inside Housing 14th March 2008). In Wales as far as we know no independent research has been done to show what the actual need to spend is. However, when councils do options appraisals to work out what they need to spend to achieve the Welsh Housing Quality Standard, the resources available fall far short. 

And while the government is starving our homes of much needed investment, it’s robbing our rents. The robbery - the difference between rents and allowances - ends up in the pockets of the UK Treasury, as the useful graph on the WAG’s website shows: 

http://new.wales.gov.uk/topics/housingandcommunity/housing/social/whqs/ toolkit/objectives/la/financing/finance/?lang=en.

 According to the recent Essex review (Affordable Housing Task and Finish Group, WAG, June 2008) the actual mechanism used is that the UK Treasury reduces the amount it gives WAG for housing benefit in Wales by whatever profit it makes from our rents (Chapter 5, paragraph 38). This is outrageous. 
In addition to the allowances, councils have income available to them from the money they receive every time a house is sold through right-to-buy. Authorities in Wales with outstanding housing debt are theoretically allowed to spend all their receipts from Right to Buy sales. This is slightly better than in England where the government simply takes 75% of all right-to-buy receipts. However, in Wales, unless councils set aside 75% of the receipts for debt repayment they will be penalised in the subsidy calculated for supporting historic debt. Transfer associations have that debt written off - and get to keep all their right-to-buy money without strings.
The government recently introduced Prudential Borrowing and this applies to Wales as well as England. It allows local authorities to use their income to borrow against if they want to. This is helping some authorities, including Carmarthenshire, to achieve the Welsh Housing Quality Standard. However, no extra income is given to support the borrowing. 
4) Government Review Relevant to Wales
“A review of the Housing Revenue Account (HRA) system is underway in England and this will impact upon Wales. This clearly is very significant for Wales and the Welsh Assembly Government needs to work with the Welsh Local Government Association (WLGA) to influence its outcome.” (Affordable Housing Task and Finish Group, WAG, June 2008)
The review is only being held because of sustained pressure across the UK from tenants, trade unionists, councillors, MPs, housing professionals and academics, demanding government action to modernise all existing homes and estates, start building a new generation of first class council housing and agree a financial settlement guaranteeing a sustainable future for council housing.

Government is squeezed between our determined campaign and the failure of the private housing market. It has had to set up the ‘Review of Council Housing Finance’ based on the commitment "to ensure that we have a sustainable, long term system for financing council housing" and "consider evidence about the need to spend on management, maintenance and repairs".

The obvious solution which would help tenants in Wales would be a level playing field on debt. The Welsh Assembly Government has in the past tried unsuccessfully to lobby for a change in the public sector borrowing rules to help council housing. Now they should be lobbying for a level playing field with transfer - debt should be written off, and councils allowed to keep all their rents to spend on their homes, whether councils transfer or not. WAG could then make the money it’s prepared to spend on gap funding transfer available to councils direct, where tenants vote NO. This would be a simple answer which would make direct investment available in Wales, respect tenants’ choice, and provide a level playing field.

