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Dear Sir/Madam

Reform of Council Housing Finance; Consultation

We welcome the consultation on the reform of council housing finance and the opportunity to comment.  Gateshead Council is in full support of the Tyne and Wear Housing Partnership’s response as set out below: - 

The aim of more devolved responsibility and funding combined with greater flexibility in finances is generally fully supported. However, it is also felt essential that, as proposed, any new system will recognise the varying needs and resources of individual councils with any one off settlement based on a principle of redistribution of national resources.

It is also felt essential that the introduction of any new system will generate as little turbulence as possible. Every effort should be made to ensure no authority loses any significant revenue or capital resources as a result of changes. 

The current annual subsidy determinations result in a major redistribution of national revenue resources. This redistribution partly reflects differences in rental levels and variations in management and maintenance costs, which in turn are influenced by social factors/deprivation and stock type. However, it must also be remembered that the current system rewards those councils and tenants who have followed Government policy and been awarded decent homes funding. This additional subsidy support has been secured by forming Arms Length Managing Companies (ALMOs), which have attained at least two stars status. Other councils have or are about to follow Government policy options by embarking on Private Finance Initiative (PFI) schemes. Any one off settlement must fully recognise all of these factors.     

Ideally turbulence will be avoided if the Government are able to write off all of council housing debt as advocated by the Local Government Association. If however this is felt unacceptable we urge Government to examine all options to minimise the number of councils comparatively worse off in a new system. Imposition of a low ceiling, limiting the scale of any individual loss of revenue resources will be a pre-requisite of consensus   

The Partnership is also concerned about the statement in paragraph 4.47 that ending the pooling of capital receipts will require offsetting changes to capital programmes. We urge Government to avoid local authority capital programmes reductions, especially where they are currently supporting under-funded statutory functions such as disabled facilities grants and improvement to private housing. In this context it should be noted that North East Local Authorities already suffered a  £5.5m (19%) cut in resources for the first year of Round 3 of the Single Housing investment Pot (SHIP3) and this downward trend is continuing.

The transfer away of SHIP3 resources, which support private sector spend on housing started at a time of increased public sector investment. Also the size of reduction for one region is especially significant when compared against national pooled housing capital receipts for the same year of only £160m

Finally it seems anomalous to consider ring-fencing capital receipts retained by councils for any particular purpose when one aim of the reform is to devolve responsibility to local authorities. The devolution agenda has wide support and to be consistent, the decision on how councils use capital receipts should be determined by elected members and residents of the authority. 

We would also add the following comments specifically from Gateshead Council: -

Gateshead Council would welcome clearer guidance in respect of the HRA ring-fence, however where this would mean transferring a service currently funded through the HRA to the General Fund this would need to be supported through additional funding where deemed to be significant.  The decision on what can be classified as a “landlord” service should be taken locally and be open to full scrutiny.

Inevitably any redistribution of debt will depend on the robustness of an authority’s 30-year business plan. Hence the fairness of the system would be dependant on the accuracy of the assumptions made about spending needs and the value of the stock. This would appear to potentially repeat one of the flaws in the current system.

Any premia for repayment of loans in the self- financing option should be funded from Central Government as part of the initial settlement.

Gateshead Council supports the proposal to end the pooling of housing capital receipts. It would enable councils to further develop their comprehensive asset management strategies.  If councils were to take direct responsibility for managing debt on their housing assets then it would be equitable to allow them to keep capital receipts arising from the disposal of such assets.

However, the key concern here is about the principle of the right to buy discount. The receipt received (net of discount) is unlikely in Gateshead to generate a sufficient capital receipt to fund the building of a replacement dwelling.

It should be for individual landlords to decide whether capital receipts are invested in new supply or in existing stock depending on the priorities and needs in their local area.
Yours faithfully

Derek Coates

Strategic Director, Finance & ICT

Gateshead Council
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