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LOCAL HOUSING ALLOWANCES

NATIONAL ROLLOUT

Since the autumn of 2003 the Government has been piloting a new type of Housing Benefit called Local Housing Allowances in the private rented sector in some areas of the country.  There were two waves of these pilots, in what were called Pathfinder authorities -an initial group of nine starting from 2003 and a further group of 9 authorities from 2005. On the basis of the evaluations of these pilots a modified scheme is now being rolled out nationwide from 7th April 2008. Early proposals to pilot these in the social housing sector have apparently been dropped though the Government has announced that they want social housing tenants to be ‘more responsible for their rent’.
The evaluation process also gave some interesting pointers to possible problems, solutions and good practice that were encountered and developed by the Pathfinders in the implementation of this new system.

WHAT IS DIFFERENT ABOUT LOCAL HOUSING ALLOWANCES?

1)STANDARD PAYMENTS based on household size and area 
2) DIRECT TO TENANTS

Payments are means-tested as for normal HB

In the Pathfinder authorities nearly 88% of private sector tenants are receiving HB direct.  There is provision for certain groups who are vulnerable or likely to have difficulty paying their rent to have their payments made to the landlord. This will be part of the national scheme. The DWP have issued a guidance manual available on their website at ww.dwp.gov.uk.

WHERE WERE THE LHA PATHFINDERS RUNNING?

The first round of Pathfinder pilots were run in 9 areas of the country 

* Edinburgh,* Leeds* North East Lincolnshire* Lewisham* Brighton and Hove

* Teignbridge* Coventry* Conwy* Coventry* Blackpool

The second round started in 2005

* Argyll and Bute * Yorkshire East Riding * Guildford * Norwich * Pembrokeshire * Salford * South Norfolk * St Helens * Wandsworth 

WHY THE CHANGE?
The Government says that the aims of the scheme are

1. FAIRNESS- households of the same size in the area will get the same- this is largely true though those who are under 25 or those who occupy bedsit accommodation and are over 25 will get the shared room rate. Other single people over 25 usually get the one bedroom rate.
2.CHOICE- tenants will be able to choose to rent a larger property or a smaller property- in the Pathfinder authorities most people did not ’trade up’ but this could have been for a variety of reasons including whether larger properties were actually available
3.TRANSPARENCY – There is a clear set of rates available so that landlord and tenants can see the amount they are entitled to and the difference in different areas- all the pilots reported positively on this part of the scheme.  It was easier to explain to claimants and there was no longer the uncertainty produced by the need for pre-tenancy determinations.
4. PERSONAL RESPONSIBILITY – People will have to pay their rent themselves because they will be receiving the allowance- 88% of tenants in the pilot areas received their LHA direct.  Of the 12% of landlord payments , half are due to vulnerability and half are due to rent arrears.
5. FINANCIAL INCLUSION- ‘Ideally’ the money will be paid into bank accounts and standing orders set up.

The Pathfinders all had teething problems to a greater or lesser extent with some claimants having difficulty opening bank accounts.  How difficult this was depended very much on the attitude of banks.  Some areas, notably Lewisham found that some banks were very unhelpful and seemed to put a lot of barriers up to claimants opening basic bank accounts.

This is likely to ease with the national rollout of LHA as Jobcentreplus has been encouraging claimants to open bank accounts for their day to day benefits.  

Some claimants needed support to run their bank accounts after they were opened. Money advice was essential to see claimants through this process.
6.IMPROVED ADMINISTRATION AND REDUCED BARRIERS TO WORK
The idea is that the LHA is easier to administer and therefore claims from those who move into work will be processed quicker.  People will also be able to see how much the LHA is in other areas of the country and maybe able more easily to move for work. So did the LHA improve administration of Hb in the Pathfinder areas?
Processing Times

For some of the pilot authorities it did lead to quicker processing times.  However the decrease in time spent on referrals to the Rent Officer were balanced by increases in time spent dealing with the question of applications for payments to be made to the landlord due to vulnerability/arrears.  This varied over the time of the pilots and by authority.  

Discretionary Housing Payments
It was expected that there would be a decrease in demand for DHPs as the Local Housing Allowances were set rather generously under the Pathfinder authorities.  Many authorities reported a steady state but that they noticed changes in the payments made to more council and housing association tenants and to help tenants into work.  

Fraud

There was concern that the LHA would encourage fraud.  None of the authorities reported any increase in the number of fraud cases

Complaints and Appeals

There was no reported increase in the number of complaints and appeals that arose in the Pathfinder areas due to the introduction of the LHA.

Overpayments

All Pathfinder authorities reported an increase in the number and amount of overpayments.  As payment went over to the tenants and recovery had to be made from tenants it has become more difficult for local authorities to do so.  Some of the Pathfinder authorities stepped up the use of court action but reported that this could encourage people to move on and it became even more difficult to trace them.  There was a greater amount of debt write off.  
WHICH TENANTS WILL BE AFFECTED BY LHA?

Those in the deregulated PRIVATE sector.

EXEMPT TENANCIES

A) REGISTERED SOCIAL LANDLORD tenancies – that is those which are registered with the Housing Corporation. The guidance to the local authorities advises them to check if in doubt. 

B) MOST SUPPORTED HOUSING – these are where they are provided by



a) a county council or



b) a housing association or



c) a registered charity or



d) voluntary organization  AND

the tenant is provided with CARE, SUPPORT OR SUPERVISION by the landlord or someone acting directly on the landlord’s behalf. 

Private landlords providing care to their tenants will be under the LHA rules, this includes tenants of private landlords who are receiving floating support from the local authority.

C) PRE-1989 TENANCIES are exempt from the LHA.  There are some private tenancies which have been in existence since before 15th January 1989 – these are also exempt from the LHA.

D) EXCEPTIONAL CASES – for example caravans and houseboats, mobile homes and hostels

E) BOARD AND ATTENDANCE CASES – this is where the Rent Officer decides that a substantial part of the rent is for board and attendance – for example hostel accommodation 

The Rent Officer will make the decision if there is a doubt. 

THE FOLLOWING MAY ALSO BE EXEMPT

I) ABBEYFIELD SOCIETY but only if registered as a registered social landlord with the Housing Corporation

II) ALMSHOUSES - but only if registered as a registered social landlord with the Housing Corporation

III) CO-OPERATIVES- but only if registered as a registered social landlord with the Housing Corporation

ARE ANY SOCIAL HOUSING TENANTS AFFECTED?

The main group of social housing tenants who are affected by LHA are those where 

a) they have self-contained housing or bedsits AND

b) the landlord is not a registered social landlord AND

c) where support is not being provided on or behalf of the landlord

All three criteria (a-c) must exist before LHA is applied

WHAT IF THE LHA IS GREATER THAN THE LANDLORD RENT?
Under the Pathfinder authorities at 2005, 76% of claimants of LHA were getting more than their rent with an average amount of excess of £39 per week.   

The Government decided not to carry this part of the pilot scheme forward and has capped the amount of the excess for the national rollout. The maximum that the LHA can exceed the rent by is £15per week ( this is different in the Pathfinder areas for claimants already on LHA at the point of change).  This can be kept by the claimant and will not affect any other benefit. The Pathfinder authorities found that some people needed reassurance that they were allowed to keep this money.  However, if the claimant is also in receipt of Discretionary Housing Payments then this excess will be taken into account.

WHEN WILL THE LHA START?
The start date is 7th April 2008. The LHA comes into force on all new claims on or after this date.

It will also affect anyone changing address on or after this date.

It will also apply to people who re-apply after a break in claim of one week or more.

There are plans to move remaining private sector tenancies over to the Local Housing Allowance but we have no date yet.
WHAT ARE LHA BASED ON?
They are based on the area you live in (BROAD RENTAL MARKET AREAS) and the number of BEDROOMS you are deemed to require under the SIZE CRITERIA. They will be based on the MEDIAN rent , a sort of average rent for the right size of dwelling in the BRMA regardless of services.  If people are not on Income Support, JSA(IB) or Pension Credit Guarantee then their incomes will be compared with their Applicable Amount figure and they will lose 65p from the LHA for every £1 that their income exceeds the Applicable Amount.  Non-dependant deductions will also apply as with the current scheme.

The BRMA is fixed independently of any individual property- these in many cases differ from the current ‘locality’ area that may have been setting someone’s HB under the pre-7th April rules. 

The Rent Officer is responsible for setting the LHA for different size properties in the Broad Rental Market Area.  The LHA is set with reference to the MEDIAN value from a range of rents for properties of each size.
NATIONAL DATABASE

To find out the Local Housing Allowance in any area of the country check out the Rent Officer Service website at www.lha-direct.therentservice.gov.uk.
SIZE CRITERIA

The size criteria is used to decide how many rooms the claimant qualifies for.  

ONE BEDROOM FOR EACH OF THE FOLLOWING CATEGORIES

i) a married couple or an unmarried couple living together as man and wife or same sex civil partners or living together as if civil partners

ii) a person aged 16 or over

iii) two children under 16 of the same sex

iv) two children of different sexes who are less than 10

v) any other child under 16

Example

A single parent with two children of different sexes aged 7 and 8 would be deemed to require 2 bedrooms and would get the Local Housing Allowance for a two bed-roomed property.  The amount received could be more or less than her rent.
SINGLE AND UNDER 25

These claimants will usually be entitled to the ‘bedsit’ rate- this is based on properties where the tenant has the exclusive use of only one bedroom and where the tenancy provides for him to share the use of one or more of 

i) a kitchen

ii) a bathroom

iii) a toilet

iv) a room suitable for living in

This will not apply to 

* care leavers under 22 who will be entitled to the one bedroom rate- once they reach 22 the shared rate will apply.  This category affects any young person who has been looked after by social services after 16 or who has been housed by a social services department under S.20 of the Children’s Act after age 16 or where supervision requirement meant that the person had to stay with a parent, guardian, friend or relative  or where parental responsibilities were vested in a local authority under s. 16 of the 1968 Act after 16.
* single under 25 who have severe disability premium in their benefit assessment – this would cover people who are on HIGH or MIDDLE rate of the Disability Living Allowance care component.- they will be entitled to the one bedroom rate

* single under 25 and have a non-dependant living with them – they will get the LHA for number of occupiers 

This shared rate does not apply if people have children living with them. This does not include foster children.
SINGLE 25 AND OVER – COUPLES WITH NO DEPENDENT CHILDREN

Single claimants aged 25 and over and couples with no dependant children will be entitled to the one bedroomed property rate PROVIDED THEY RENT A PROPERTY OF AT LEAST THIS SIZE

If people in this situation do not have exclusive use of TWO ROOMS or of ONE ROOM plus exclusive use of a bathroom, toilet, kitchen or facilities for cooking they will be entitled to only the shared LHA rate.
This could mean that someone who is subject to the shared room rate will get a higher LHA at the age of 25 as long as they are renting a property that is bigger than one room with shared facilities.

Please note claimants do not have to inform the local authority when they turn 25.
AREAS OF GOOD PRACTICE AND DISCRETION  FOR THE AUTHORITY

1. Discretionary Housing Payment Scheme – this is a cash limited budget in the control of the local authority. Those claimants whose LHA is less than their rent can apply to this scheme for a top up.  Access, information and publicity about this scheme is in the control of the authority though not how much money is in the pot.  

There is some evidence to show that some authorities are not fully spending this budget and some not publicising it well.  

These payments are available to the following people

* those entitled to Housing Benefit or Council Tax Benefit  AND
* who appear to the authority to require some further financial assistance in order to meet housing costs
Depending on the balance of the LHA rates and levels of rent charged the DHPS budget may or may not be under pressure.  Pathfinder areas found that the generosity of the Pathfinder LHA rates meant that they had less applications from the private rented sector and therefore could use the DHPs for a different type of claimant.  Brighton, for example, introduced four week run on for HB on top of the normal 4 week extended HB when someone started work as part of an anti-poverty strategy.

. 

Consideration is usually given in most areas to people who need extra rooms for disability in the family or for rooms for carers. 

Whether this can be done by other authorities with the rollout of the national scheme will depend on the balance of the LHA rates and the actual rents charged.  Certainly the BRMA (Broad Rental Market Areas) have been drawn more widely and this has depressed the rates that would have been paid in some of the more expensive areas and inflated the amount payable in some of the poorer areas under the previous scheme. 

2. Accessing Bank Accounts
As LHA’s are principally to be made to tenants, the issue of bank accounts is integral to the process.  While many claimants do have bank accounts there will always be some who cannot open a bank account because of their previous financial history or because of personal difficulties.  In most Pathfinders these people were paid via their landlord under vulnerability grounds.  However there were also claimants who had bank accounts but didn’t want the LHA paid into it or who chose not to open a bank account.  Pathfinder authorities found that issuing bank account information, how to open one and information about what ID was required in the form of mailshots at regular intervals increased the number of people with bank accounts.  For those who didn’t want to open a bank account or use an existing one, nothing could be done unless they were in rent arrears.
3. Managing Bank accounts

Providing a Money Advice service either internally within the authority or externally via a Citizens Advice Bureau was essential to most of the Pathfinders.  Although claimants might be able to open a bank account having the skills and knowledge and confidence to manage it was another issue.  Some people had financial problems that money advisers could help with.  Some of the problems that arose included

* where payments of LHA were suspended or stopped and Standing Orders were not cancelled then claimants ended up with unauthorized overdrafts and sometimes a financial penalty
* standing order dates were set at the date that the LHA would be paid but if there were delays then again the bank account was overdrawn . Pathfinder authorities suggested to claimants that they set the standing order date a few days later.
Pathfinder authorities dealt with this problem by writing to tenants when claims were being stopped or suspended and reminding them to take action concerning the standing order to their landlord. 

4. Keeping Landlords on Board
Many private sector landlords are not happy with payments of benefit being made to tenants because of concern that their rent will not be paid.  Landlords in the Pathfinders expected to be kept informed about the progress of their tenant’s claim (as they would have been in past).  This was dealt with by Pathfinders including a section on the LHA form asking claimants to give permission for the HB authority to inform their landlord about the progress of their claim but not about their personal circumstances. 

5. Who gets paid the Local Housing Allowance?
In the main the scheme is about payments being paid directly to tenants to encourage ‘personal responsibility’.  

Mandatory Payments

It must be paid to the landlord if the tenant is in 8 weeks or more arrears.

It must also be made to the landlord if there is an amount being deducted from Income Support, JSA or Pension Credit already. However the guidance goes on to say ‘rarely should payments to landlords under these provisions be made ‘in perpetuity’. ‘Vulnerable tenants, or those with rent arrears should be encouraged to seek budgeting advice’.
Some Pathfinder authorities were switching payment when two payments were missed, others waited for the full 8 weeks.

What are Rent Arrears?

Rent arrears are defined as a sum that has become due and has not been paid. Councils are told to be careful that landlords have not included any rent to be paid in advance of any HB due. The DWP takes the view that a person cannot be in rent arrears in respect of a period that has not yet been served- this would mean that even though the rent may be due one week in advance the DWP are saying they are not rent arrears until the end of that week.

Direct payments are not mandatory however if it is not in the customer’s overriding interests to make them or the landlord is not a ‘fit and proper person’. The guidance gives the example of when a tenant is withholding the rent because repairs have not been done. Councils are told ‘never advise claimants to withhold payments but if the claimant states that they are doing so due to a dispute they are told to check whether they have sought legal advice and are keeping the rent to one side such as a separate bank account or with an independent third party.

Even if the tenant is in 8 weeks rent arrears the council do not have to pay the Local Housing Allowance to the landlord if they are not regarded as a ‘fit and proper person’.  This might be because of proven financial impropriety- the Guidance gives the example of ‘knowingly failing to declare changes in circumstances affecting the payment of benefit. ‘Local authorities may choose to consider other arrears such as failure to pay Council Tax or business rates. 

Councils are told that if they think that the landlord is not a fit or proper person they can still make payments to the landlord if they believe it is in the overwhelming interest of the claimant to do so and that they risk eviction if direct payments are not made.

DISCRETION TO PAY LANDLORD
Otherwise the council has discretion to pay to the landlord if they think

a) the tenant has DIFFICULTY MANAGING – for example ‘tenant has a learning disorder or a drug/alcohol problem’ OR

b) they are UNLIKELY TO PAY RENT – for example the local authority is aware that the tenant has consistently failed to pay the rent on past occasions without good reason’  Para 4.10GM

It was this area of the scheme that most Pathfinders found difficult at least to begin with. Some staff felt that they were expected to be social workers and that this was an inappropriate task for them to be doing.  Some Pathfinder authorities were proactive and before the LHA began looked at claimant profiles to see who might be vulnerable.  For example, Brighton and Hove looked at claimants who were 60 or over or on Disability Living Allowance and called or visited them. Others like Leeds contacted people who might be regarded as vulnerable. Other authorities sent out a general information leaflet about vulnerability but were then faced by a number of claimants and landlords asking for payments direct on the basis of vulnerability.   As the Pathfinders continued most found ways of reducing the amount of time spent on decision-making around vulnerability/arrears.  Some wanted to avoid unduly bureaucratic procedures and did not insist on written evidence in every case and used their discretion, others by having a team who were all making decisions on vulnerability and could therefore share experience and decision-making.  Some of the authorities encouraged the landlord to contact them if the first payment was missed so that the authority could contact the claimant and then consider taking action.  Other authorities decided that if a claimant contacted them saying they would have difficulty paying their rent then they took this at face value.  It was clear from the Pathfinder evaluation that some people had no contact with services which could provide them with the type of written evidence that was being required by the Guidance. Across the Pathfinders the evidence of Money Advisers was one of the main sources of evidence. 
The most common reasons given for payments to landlords being made on the grounds of vulnerability were medical conditions, addictions and financial problems.

Landlords who were initially hostile to the payments being made to tenants were reassured by clarity about what was required from them before action was started to change the payment if the tenant was in arrears.

WHERE PAYMENTS ARE MADE TO THE LANDLORD AND THERE ARE NO ARREARS

If there are no arrears and the LHA is in excess of the rent due then the excess must be paid to the tenants.

Example.  The rent charged by the landlord is £80 per week.  The LHA is £90 per week.  If the payment is being made to the landlord £10 goes to the tenant and £80 to the landlord.

BUT

If there are arrears and there is an excess LHA over rent due then the excess CAN be paid to the landlord until the arrears are cleared.
REVERTING THE PAYMENTS TO THE TENANTS

If it is decided that the LHA will be paid to the landlord on the basis of vulnerability or because of rent arrears the authority must review the case.  The Pathfinder authorities found that both landlords and claimants resented having to re-prove their cases. Most Pathfinder authorities required all the arrears to be paid off before the payments were put back to the tenant.  Landlords were very resistant to payment being returned to the tenant. 

GUIDANCE ON EVIDENCE

Authorities are told to consider (written wherever possible) representations and evidence from: 

* the claimant

* the claimant’s family/friends

* claimant’s landlord

* claimant’s G.P.

* claimant’s probation Officer

* Local/council rent deposit scheme administrators, homelessness or housing advice officers

* welfare organizations, including money advisers

* Social Services departments

* DWP

* Homeless charities/organizations

* Supporting People teams

THIS IS NOT AN EXHAUSTIVE LIST – in other words others can provide evidence and council can consider it if they choose.

The council is advised to weigh the evidence and accept without question evidence from Social Services, G.P., DWP, Banks and Building Societies.  They are told to NORMALLY take evidence from welfare organizations such as Citizens Advice Bureau and welfare organizations at face value. However the council is advised that evidence from family and friends though important should be carefully evaluated. Evidence from landlords should be treated with caution.

INDICATORS 

The guidance goes on to give a list of the type of people who MAY have problems paying their rent

* People with learning disabilities

* People with medical conditions e.g mental illness, schizophrenia, depression, age related mental deterioration

* Illiteracy or an inability to speak English

* Addiction to drugs, alcohol or gambling

* People fleeing domestic violence

* Single homelessness (care leavers)

* People leaving prison

OTHER MATTERS

The council is advised that people who have difficulty paying their rent often have other financial problems which might be shown by

* Severe debt problems/ County Court judgments

* Undischarged bankruptcy

* inability to obtain a bank account

* DWP are making deductions for rent

* in receipt of Supporting People help

* in receipt of help from a homeless charity

WHAT FACTORS WILL THE COUNCIL TAKE INTO ACCOUNT?

1. Is the claimant likely to have difficulty paying their rent?

2. Is it in the interests of the claimant to make direct payments?

3. Could the claimant pay their rent themselves with appropriate help and support? ’In this case you should consider referring the claimant to advice agencies for help’.

The council is also advised to interview the claimant unless they already have satisfactory written evidence to make a decision. 
HOW LONG TO MAKE THE DECISION?
Local authorities are advised to take no longer than 8 weeks ‘you may wish to consider making initial payments to the claimant whilst gathering any available information/evidence. How the claimant handles these initial payments may, in fact, help you to make a decision.

Housing Benefit are told to make a record of their conclusions and issue a letter to the claimant, landlord(if this is applicable) and any relevant person explaining the decision and their rights of appeal. 

IN CONCLUSION
The LHA scheme was piloted in the private rented sector in 18 areas of the country and was pronounced to be successful in the delivery of some of the Government aims. We should be aware that the national scheme is being rolled out in a modified form and its effects are therefore as yet to be seen.

POSITIVES 

1. The LHA is a clear and transparent scheme for both landlord and tenant. It has removed the uncertainty of the pre-tenancy determination and will reduce HB staff time making referrals to the Rent Officer. 

2. The LHA will also reduce the work of the Rent Service in terms of assessing individual properties.

3. Most tenants are able to deal with their HB payments themselves and the system of paying them direct will give many of them more personal responsibility which will help if they move into work in terms of managing their finances.
4. Depending on the level of the LHA rates, the Discretionary Housing Payment budget may be able to be used creatively to help tenants into work.

5.  The Pathfinders reported no increase in fraud cases or in homelessness as a result of the LHA.

6. Good communication with landlords was an essential part of ensuring the success of the LHA to overcome resistance to tenant payments.
7. Good practice was developed in many of the Pathfinders in relation to vulnerability and the evidence required as well as when to make payments to landlords if there were rent arrears.  Early intervention being preferable.

HOWEVER
1. The private rented sector though small in relation to the social housing sector provides an essential pressure valve for those unable to afford to buy or who will never access social housing because of their perceived lack of need where social housing has become such a scare resource. While it will always be necessary to prevent private landlord excesses in relation to the amount charged for rents, it is essential that people can access this housing when for them there is no alternative. 

2. The Pathfinder rates of LHA were set generously. The new national scheme uses wider areas which has depressed rates in some areas and increased them in others.  Benefit claimants may find themselves priced out of areas they previously would have been able to afford.
3. Most claimants in the Pathfinder areas were very positive about the LHA. Many tenants in the Pathfinder scheme were paid in excess of their rents and were allowed to keep the difference however large that difference was.  The new national scheme has capped the maximum excess to £15 per week.  We are beginning to see rents creeping up to LHA rates in some of the old Pathfinder areas. Claimant satisfaction may reduce if landlords raise rents.
4. The LHA scheme continues the inequitable treatment of under 25s. There is a large discrepancy between the rates that apply to the under and over 25s.  In Bristol £65.31per week for the under 25s, and £121.15 per week for the over 25s.  The under 25 rates of benefit for Jobseekers Allowance are very low - a young person is meant to live on £47.95 per week to cover fuel, food, clothes, transport, phone etc.  If they have to use some of this to top up their rent it is obvious that they will quickly get into debt.  

5. All Pathfinders reported initial difficulties with the decision making process concerning vulnerability.  The requirement for written evidence should be treated flexibly and with discretion.
6. Some people had great difficulty in opening and managing bank accounts. Money advice and advocacy were an essential part of the Pathfinder success in this area.  Some people do not want or could not open a bank account.  Presumably most of these had their HB paid to the landlord but alternative methods of payment need to be considered. 

7. All Pathfinders reported an increase in the number and amount of overpayments and that recovery rates dropped as payments went over to tenants.  This is a matter of great concern.  Overpayment legislation is notoriously complex and people are not always aware of their rights.  In the move to make tenants more responsible are we getting them into avoidable debt?  Money and benefit advice being essential to enable tenants to question and appeal overpayment requests if necessary.

How the LHA national scheme now operates at a local basis will be of great interest to social housing providers.  At the time of writing, the Government has said that they would like social housing tenants to be more responsible for their rents. We are likely to see direct payments being introduced for at least some social housing tenants in the foreseeable future.  The issue of rent arrears and vulnerability will be parts of the scheme which will now be developed as part of the HB process and these will affect social housing tenants and landlords if and when the Government decides to pay tenants in this sector direct. This is a much bigger exercise as most people in receipt of HB are in social housing.  There are also likely to be far more vulnerable people housed in the social housing sector.  We have no date for the implementation of this.    Maggie Fitzsimons            April 2008 
Maggie Fitzsimons, Benefits Training and Consultancy
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