Questions and Answers

Q Isn’t this the end of social housing?
A This question polarises responses, but the reasons CHP is introducing the FTT/AR model are explained below. 

The original concept of ‘below market affordable housing’ promoted in the early and mid 20th Century is different to that which exists at present. Housing has been provided in a variety of ways including 1 penny rate on all rate payers, and even 100% grant funding from government at one time (but not now!)

The right to buy, stock transfer, all housing legislation (including the current Government’s policy) and even the term “social housing” is evidence of change that has occurred. The huge variety of tenure options – shared ownership, intermediate rent, equity share ownership, RTB’s etc. has been made available to suit changing needs. CHP now has social rent, intermediate rent, market rent and shared ownership properties next to each other. Interestingly the Government’s policy now removes the need for tenancies being termed “intermediate tenancies”. 

Other housing sectors have changed equally radically. Private rented housing at the start of the 20th Century made up about 90% of housing available, and it is now about 5%. Home ownership grew massively in the 1980’s and 1990’s but is in decline (for a variety of reasons) and appears likely to reduce over time.

It is fair to say the Government’s proposals will make a different offer to new tenants, but existing tenants’ rights and obligations with CHP remain unaffected. The Government’s policy proposals do not end the provision of below market housing provision.

The next question also has great relevance.

 Q Why is it necessary to fund new housing through increased rents?

 A To provide below market rent housing it has always been necessary to have a subsidy from a third party. This is because a sub-market rent can never produce enough income to pay for land purchase and build costs of a quality product (i.e. substandard housing could probably be built but this is not a good idea!). 

Social rents have only been possible at below market rent because of Government subsidy paid “up front” i.e. at the start of the building process. Economic reality is that this is no longer possible. The alternative is to provide the investment over time through higher rents if standards are to be maintained.

Negative comment has been made about this concept, for example by TPAS, but no financially viable alternative has been offered other than “more public spending” which the current, and to be frank, any future government is unlikely to support. 

Housing benefit will continue to be available to those households who meet the criteria set. The government accepts there will be an increase in HB overall. However, this appears to be lower than the capital funding that was needed “up front” to maintain the previous system.

The alternative to Affordable Rents for new and relet properties is a stark message:

Q No new homes to help meet existing and future housing need.
A CHP has always experienced support form company members and residents to provide more affordable homes because everyone recognises those homes could be for their sons, daughters, nieces, nephews, parents, and grandparents. 

Not all rents will increase as a result of introducing the “affordable rents” policy – perhaps 40% and this will be mainly for larger homes. 

Q Why adopt the full 80% of market Rent?
A The level of rent set correlates with the number of new homes that can be provided through the additional rent income. Setting rents at 70% of market rents reduces development potential by 1/3rd. Even with the higher rents for some new properties there is still a need for government grant support to make provision a reality. The Government has stated that housing benefit will be available to eligible applicants living in “affordable” rent properties.  
Q What form of Fixed Term Tenancy will be used?

A The National Housing Federation has made a “model” tenancy available that can be adjusted by CHP to suit its purposes. This content of the FTT will be the subject of consultation with the Central Residents Forum.

Q Can lifetime tenancies still be offered?
A Although the government has created the fixed term tenancy policy, they will allow registered providers to offer some lifetime tenancies. CHP has opted to offer sheltered properties with lifetime tenancies. 
Q What if there is a change in government?

A CHP can only work within known legislation and policies. If there is a change of government in the future, and the elected government repeals legislation enacted by the existing government, then CHP will respond appropriately. 

If Fixed Term Tenancies can no longer to be offered then whatever tenancy was available could be applied at the expiry of the Fixed Term Tenancy. However, any intention to reduce affordable rent income already implemented would require direct Government support to be financially viable. I genuinely do not see how in the foreseeable future any government can return to the “grant up front” model of subsidising affordable housing. 
 Q Isn’t there a different time scale for Registered providers and Local Authorities? 
 A This is correct. CHP is a body “corporate” and separate organisation that conducts its own affairs. Through the Company Articles and Memorandums the CHP Board has a responsibility to direct the strategy, activities and actions and policies of the company. These responsibilities cannot be subsumed or abrogated to the influence of third parties. 

The CHP Board will be able to have due regard to the tenancy policies of local authority partners once published.   
 Q Can Social Rent and Affordable Rent tenancies co-exist?

A The simple answer is “Yes, and they do already”.  Differential rents have existed for decades because of different rent setting policies of various Governments. Our modelling of future rents show that the majority of social and affordable rents will remain at a similar for smaller properties. Affordable rents for larger properties will be higher than social rents that are charged.  
CHP has developments where social rents, intermediate rents and market rented properties exist side by side. 

 Q What if an Affordable Rent for a property is actually lower than the Social Rent calculated for a property?
 A The Government has accepted that in areas where social rents are higher than the affordable rent, the social rent level is retained. This is because Registered providers such as CHP have a business plan based on rent income calculated over 40 years. Any reduction in that income could severely jeopardise the financial viability of Registered Providers. However, CHP has taken into account that Affordable Rents may go up or down over that period. We are being careful in our approach. 
Q Will the Fixed Term Tenancy concept increase management costs?
A Costs would increase if we had to arrange to select and make offers to new tenants at the expiry  of all FTT’s. However, on the basis that if a tenancy is conducted satisfactorily there will be a continuation, bureaucracy should be minimised, especially as we intend to automate the process.   
 Q Will arrears increase?
A Possibly, but our experience with existing tenants and intermediate rented properties is that we can deal with the potential sensitively and positively to minimise this happening.

We know we have your support in acting against purposeful refusal to pay. 
 Q Will FTT’s help reduce under occupation?

 A  They should do over time.  When occupation levels reduce as children mature and leave home, we will be able to offer smaller accommodation at the end of the five year tenancy and thus free up houses for families that need them.

 Q What Happens about existing Intermediate Rent tenancies?  

 A Existing Intermediate rent tenancies are let as Assured Shorthold tenancies, which is a completely different system to social or “affordable rents”. Assured Shorthold tenancies are used in the private sector. 

Intermediate tenancies can be continued as long as they are needed by the residents. There is no intention to convert intermediate tenancies into “affordable” tenancies for the existing tenants. 

We could consider the sale of vacant properties previously let as intermediate tenancies, and use the money to provide additional “affordable” rented homes. 
 Q How are CHP going to assist tenants who have HB reductions imposed because they are under-occupying their homes?
 A Changes to the HB rules will mean that benefit is reduced if a tenant is considered to be under-occupying a property. 

Whilst a tenant affected by HB reduction can choose to make up any reduction to remain in their home, this may not be possible for some tenants. The CRF could recommend to the Board that CHP’s transfer list is revised to give priority to those affected by HB reductions for a move to smaller property. 
