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The Review of Council Housing Finance was launched with a commitment to "ensure that we have a sustainable, long term system for financing council housing". This is a direct result of the campaign in support of the 'Fourth Option' of direct investment in existing and new council housing.

It is a scandal that the Treasury takes money from tenants' rents and right to buy receipts - treating council housing as a 'cash cow'. It takes more in rents than it returns in allowances to local authorities to manage, maintain (M&M) and carry out major repairs (MRA) to our homes.

We welcome the commitment to reform council housing finance.  The proposed reforms will mean more – though not all – of our rent is reinvested in council housing. But there are many shortcomings which mean these proposals do not deliver on the promise of a sustainable finance for council housing.  

Question 1. Methodology 

The Treasury takes more in rents than it returns in allowances to local authorities to manage, maintain (M&M) and carry out major repairs (MRA) to our homes. Nationally, government robbed tenants to the tune of £1.7 billion in the last year, and it's increasing (Figures from DCLG subsidy determination 2009/2010). Government also takes 75% of the capital receipt from 'right to buy' sales; and makes councils bear the cost of the right-to-buy discount. Housing associations don't bear these costs. Research for the MPs report Council Housing: Time to Invest shows that £68 billion has been robbed from council housing in this way since 1979. 

Rent levels

The viability of the proposed settlement rests on a 30 year business plan based on a series of financial assumptions. In a changing economic climate there is considerable risk involved. Robust guarantees are needed to regulate rent increases. The proposals ‘assume adherence’ to national social rent policy (2.3) and expects the TSA ‘to set a rent standard that will apply to local authority landlords (2.9).  

Tenants demand robust regulation of rents to prevent above inflation rent rises to bail out failing business plans.

Debt

The current national council housing debt is around £18 billion. The proposed settlement would actually add around £7 billion to overall debt, raising this to £25 billion. If we accept a settlement of only 5% and 27%, then the government would profiteer out of tenants' rents, as a price of councils buying their way out of the system. 
This is not acceptable.  On this basis, the proposed settlement perpetuates the principle of rent robbery by increasing the £18 billion total debt.
Stop the Robbery
Government argues that some 'robbery' from tenants' rents goes to support historic borrowing for building and capital maintenance of council housing. Supporting debt charges currently amount to nearly £1.2 billion a year. There is no justification for tenants being forced to finance all historic housing debt:
past robbery by Government from rents and right-to-buy sales is £68 billion - more than enough to pay off the debt and meet the investment backlog (see  MPs report Council Housing: Time to Invest, September 09):
 Government takes over any outstanding debt (and pays gap funding) when councils stock transfer their homes. Government has been prepared to dig deep to subsidise privatisation: over £6.5 billion has been spent subsidising transfer since 1988. They must respect the choice of tenants who choose to stay with the local authority by offering a level playing field on debt write-off; 

Like hospitals and schools council housing belongs to the public. Tenants do not have a financial 'interest' in the asset and should not carry the burden of servicing the debt; 
Government does not attempt to recover public subsidy on housing from other tenures. Homeownership is the most heavily subsidised form of housing in England (Ends and Means, LSE, Feb 2007). There is no proposal to recover grant funding to Housing Associations or subsidies to other private developers. Why are only council tenants expected to pay back the Treasury?   

"More than 30 councils have urged the government to write off housing debt as part of reform of the council housing finance system. At a meeting on Friday, the authorities said it was 'unfair and unsustainable' to redistribute housing revenue account debt across all the councils that own housing, including those that are currently debt-free. The meeting was organised by the Campaign for Fair and Local Housing Finance, and held in Waverley." (Inside Housing, 06/10/09)
Settlement will not meet need

Government's own research (Review of the major repairs allowance, CLG July 2009) concludes: "The final figure of £1,032 per dwelling is 54 per cent higher than the current average allocation of £668." This is made up of newly arising need; a backlog of £6.5 billion overall; and 'statutory compliance' which includes essential works like removing asbestos, disabled adaptations and complying with health and safety regulations (£5 billion overall). The government's proposals ignore most of this and offer just 27% for MRA. 
The Chartered Institute of Housing estimates that including  'core-plus' services the uplift should be 10% in total (HRA Reform: the really big issues); however the Proposals ignore most of the evidence, proposing an inadequate 5% uplift in M&M for core services alone.
Capital funding 
 Instead of offering a 43% uplift on major repairs, part of this money, to cover the backlog of work needed, will be offered in the form of capital grants, with no details or guarantees of when and to whom these grants will be made. 

It is welcome that the government finally acknowledges the existence of this backlog, but the £3.2 billion figure given is half of the £6 billion –plus identified in the orginal consultation. This backlog is a result of under-funding and of deliberately withholding money where tenants have rejected privatisation. To create an equitable basis for any settlement, it must respect tenants’ democratic choice to remain council tenants and reject other options, and ensure all homes are improved to a decent standard. Funding or allowances to meet the investment backlog must be included in any funding settlement.

Question 2. Financial, regulatory and accounting framework

The proposals transfer to the local authority - and so ultimately council tenants – much greater levels of financial risk.  

These include changes in interest rates, building cost and pay inflation, right-to-buy levels, and unforeseen circumstances. 
If a local authority gets into financial trouble after self-financing, where does that leave tenants? Councils in financial trouble could still look to partial transfer, PFI schemes, demolition - and the selling off of vacant properties on the private market.

Tenants have a right to some degree to protection, through a public-sector safety net to protect our secure tenancies and lower rents, if councils fail after self-financing. 

Question 4.  

Together council tenants are a powerful national force. Self-financing would further fragment a national council housing sector and undermine national organisation of tenants and the workforce, making it easier to bully and blackmail tenants and staff, and harder to resist market rents and attacks on 'secure' tenancies. Councils would be encouraged to drive down costs by undermining employment rights, pay and conditions. 

Tenants are suspicious that self-financing, with its emphasis on 'localism', fits neatly into a wider agenda such as this. A reformed national system would be much safer - an uplift of 5% and 27% in allowances, though not enough, would make a big difference, and we would be able to fight on for more. 

A reformed national system is our preferred option. 









