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HOUSING BENEFIT SCHEME

LOCAL HOUSING ALLOWANCE

1.
Purpose of Report

1.1
This report informs the Executive on the impact of the government’s ‘flag ship’ policy the Local Housing Allowance (LHA) which aims to simplify the Housing Benefits scheme.  Also its implications for Benefit Claimants in privately rented accommodation.

1.2
To seek approval to express an interest in becoming a pathfinder authority to introduce LHA with effect from 1st April 2005 and take advantage of the funding available before national roll out on 1st April 2006.

2.
Background 

2.1
LHA is part of the overall reform of housing benefit and is being piloted for tenants in the deregulated private rented sector. LHA is a flat-rate allowance towards rent costs that is calculated on the basis of the circumstances of the tenant (such as family size) and the broad area in which they live.

2.2
LHA will be paid to the tenant, rather than directly to the landlord, except in cases where vulnerability means that tenants are unlikely to be able to manage their financial affairs, or where tenants have fallen into arrears.  

2.3
LHA does not apply to public or social sector landlords/tenants (Registered Social Landlords including Carlisle Housing Association) where the market is driven by need rather than profit (although the practice of paying claimants direct is likely to be introduced eventually). 

3.
LHA Key Objectives 

3.1
The key objectives for the Local Housing Allowance are:

· Fairness: The scheme has been designed to pay the same amount to tenants with similar circumstances living in the same area. This differs from the existing scheme, which ties the level of benefit to the rent actually paid (subject to a range of restrictions applied by the rent officer). 

· Choice: The intention is to allow tenants to trade between the quality and price of their accommodation.  LHA is a flat-rate payment so tenants will be able to choose between paying more to stay in property that is larger than they qualify for under the size criteria or paying less by moving to a house with a lower rent and ‘pocketing’ the difference between the LHA and their rent. Currently tenants only receive benefit up to their rent liability.

· Transparency: LHA will make it easier for tenants and landlords to find out in advance how much rent could be covered by Housing Benefit. Currently tenants find out Housing Benefit cannot meet their rent liabilities only after they have already signed a tenancy agreement unless they have sufficient time and are aware of the pre-tenancy determination facility. 

· Personal responsibility: The intention is that paying the allowance to the claimant will encourage them to take responsibility for budgeting and paying their rent themselves: taking more interest in the rent.  Currently the majority of rent payments are made directly to landlord.

· Increased work incentives: Greater certainty about what in-work benefit they could receive is expected to help Claimants bridge the gap between being out of work and taking a job. Currently uncertainties of the amount act as a barrier to a claimant moving from benefit to work.

· Simplicity: There would no longer be a need for the complex rent restrictions and individual referral of rents to rent officers that currently contributes to delays in processing claims by private tenants. 

4. Experience to Date

4.1
Nine pathfinder authorities introduced LHA between November 2003 and February 2004.  Implementation has been smooth, and local authorities have prepared their key stakeholders – including landlords, tenants, and local advice agencies – and supporting staff to deliver the new system.  

4.2 Early anecdotal evidence suggests over half of tenants are gaining as a result of the Local Housing Allowance, and some are already using the extra money to make different choices about their housing.  There is also some evidence of landlords putting up the rent, and the Department for Work and Pensions (DWP) will want to look closely at how tenants respond to this.

4.3
Early indications are that benefit processing times will be faster in pathfinder authorities as complexity around the rules and need for individual referrals to The Rent Service, are removed.

5.
Implications for Carlisle if Accepted as a Pathfinder
5.1
The vast majority of private-sector deregulated tenants (approximately 800 currently) will receive Housing Benefit cheques themselves from 1st April 2005.  They will need to have a bank/building society account but this ties into the DWP’s direct payment programme.  

5.2 Tenants will be able to receive the benefits of LHA a year earlier than nationally.

5.3  Tenants may need access to money advice or debt counselling.

5.4
Appeals will go through the usual Housing and Council Tax Benefit Appeals process: ultimately to the Appeal Panel

5.5 
Private-sector deregulated landlords will have more certainty on the amount of Housing Benefit that their tenants are entitled to.  However they will have to collect rent direct from their tenants.  Landlord liaison and communication will need to be carefully managed.

5.6
Assist the Council in obtaining an excellent Comprehensive Performance Assessment (CPA) rating for benefits and generate improvements in the speed of Benefit claims processing. 

6.
Why Carlisle is Likely to be Accepted for Pathfinder Status.

6.1 The local Rent Service has advised they would fully support Carlisle’s bid for pathfinder status.  

6.2 A pre-requisite to the scheme requires an Electronic Interface System (EIS) with the Rent Service.  Carlisle will implement EIS in June, test during July and become operational shortly thereafter.  There are excellent local liaison links and communication.

6.3 A further pre-requisite requires the existence of substantial market rent information.  The Rent Service have confirmed that the evidence for Carlisle and surrounding area is more than adequate.

7.
SUMMARY AND RECOMENDATIONS

The Executives views are sought on whether it is appropriate to express an interest to introduce the Local Housing Allowance a year earlier than the national rollout to take advantage of the funding of reasonable set-up costs and contribute to best practice.

8. IMPLICATIONS

· Staffing/Resources – Not Applicable until it is known whether Pathfinder Status has been granted

· Financial – any set-up costs will be fully met by DWP grant

· Legal – Not Applicable

· Corporate – CMT will be fully involved in the planning process if Pathfinder Status granted

· Risk Management – A risk assessment will be undertaken if Pathfinder Status granted.  Other Pathfinders have already been contracted on any likely problem areas

· Equality Issues – Not Applicable

· Environmental – Not Applicable

· Crime and Disorder – Not Applicable

· Impact on Customers –  Mainly beneficial impact on customers if LHA is implemented a year earlier than the national roll out
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