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Introduction

The Chartered Institute of Housing (CIH) is the independent voice for housing and the home of
professional standards. Our goal is simple — to provide housing professionals and their organisations
with the advice, support and knowledge they need to be brilliant. CIH is a registered charity and not-
for-profit organisation. This means that the money we make is put back into the organisation and
funds the activities we carry out to support the housing sector. We have a diverse membership of

people who work in both the public and private sectors, in 20 countries on five continents across the
world.

We welcome the chance to respond to this consultation as it provides an opportunity to reflect some
of the issues and concerns that have been raised by our members. Our response covers the broader
principles of the policy and the details of the policy design.

Summary

We have considered carefully the government’s proposals requiring social housing tenants on higher
incomes to pay market level rents. In our view the implementation of this policy will lead to a range
of perverse outcomes which run counter to government’s wider ambitions to deregulate housing
providers, incentivise people into work and reduce the welfare bill. This includes:

1 Tipping households on the margins into housing benefit entitlement

1 Discouraging tenants from finding work or increasing their earnings

1 Undermining landlords’ work to create balanced communities as low to middle income tenants
may move out of social housing

1 Placing a significant bureaucratic burden on social landlords as the policy will be very complex to
implement and administer. This includes establishing local market rents for differing property
types (often in multiple areas); dealing with disputes; establishing and tracking tenants’ income
and adjusting their rent accordingly; varying tenancy agreements (for housing associations); and
increased arrears and void loss

1 Anincreased risk of tenancy-related fraud
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The income thresholds proposed - £30,000 outside London and £40,000 in London - are too low. In
more expensive parts of the country, households with an income of £30,000 will be eligible for
housing benefit even on a social rent.

If this policy proposal is enacted we urge government to allow landlords to implement it in a way
that takes account of local income thresholds, local market rents and household composition. The
impact on a single person earning £30,000 paying market rent will be very different compared to a
couple with four children.

We are also concerned that the adoption of this policy risks introducing an additional
complication to attempts to see housing associations reclassified as private bodies.

Finally, the policy proposals allow housing associations to keep the money raised through increased

rents to invest in new homes. However, money raised by local authorities will need to be returned to
the Treasury. We would argue that local authorities should also be allowed to keep any money raised
to reinvest in new housing.

3. CIH’s comments on specific elements of the policy proposal

3.1

3.2
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Income threshold

The income threshold currently proposed (£30,000 outside London and £40,000 in London) is too
low - a view supported by 91 per cent of CIH members responding to our survey on this policy
proposal. As it stands, it is very close to levels of income that are considered eligible for welfare
benefits (housing benefit, universal credit and tax credit). Applying the threshold to households
earning just above £30,000 will mean that a significant number of those households will be within
the welfare range.

More nuanced approaches might be to set the threshold at a combined household or individual
earning level at £50,000, in line with child benefit; to use an individual earning level in line with the
higher rate tax band at around £42,385; or to retain the current level of £60,000 per household, in
line with the current pay to stay policy. Our members have indicated strongly that any threshold
needs to be uprated either by CPI or average earnings whichever is higher.

Currently, in more expensive parts of the country, households with an income of £30K will be eligible
for housing benefit if they are paying a social rent. Recent modelling by Sovereign Housing
Association shows a typical household (two adults, two children in a three bedroom home) earning
£30,000 would still be eligible for housing benefit in 53 per cent of the local authorities where they
work. This figure rises to 96 per cent for residents paying an Affordable Rent, and hits 100 per cent for
those paying market rent.
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Conversely, in some parts of the country, market rents are actually lower than social rents. If the
threshold and policy was applied consistently across England, in some areas, high income social
tenants may see their rent decrease. This will need to be considered in the design and
implementation of the policy.

The definition of a high income social tenant will become even more blurred with the introduction of
the living wage. Initially, based on the current level of £7.20 per hour (based on a 40 hour week) a
household where two earners are each on the living wage will earn £29,952 per year therefore they
would just escape the current threshold. By 2020 the living wage is due to rise to £9 per hour. So
based on the same 40 hour week that same family would be earning £37,440. They would, despite
being on the living wage, be defined under this policy as ‘high income social tenant’.

If this policy proposal is enacted we urge government to allow landlords to implement it in a way
that takes account of local income thresholds, local market rents and household composition. The
impact on a single person earning £30,000 paying market rent will be very different compared to a
couple with four children.

Disparity between local authorities and housing associations

The government has stated that it will allow housing associations to keep the money raised through
increased rents to invest in new housing. However, local authorities will need to return extra income
to the Treasury. We would argue that local authorities should be allowed to keep any money raised
to also reinvest in new housing. Failing to allow local authorities to keep any additional rent raised
further undermines the HRA self-financing settlement which was supposed to free local government
housing from central government control and see local authorities able to contribute new house
building to help address our national housing crisis. This settlement has already been heavily
damaged by government’s introduction of yearly 1 per cent rent cuts and the programme of high
value asset sales proposed in the Housing and Planning Bill.

Definition of household income

As currently stated, where several people live in a property, the highest two incomes should be taken
into account. This is problematic for several reasons. Firstly, the Bill only enables HMRC to disclose
income information on the tenant, spouse, civil partner or partner. It does not specify other non
dependant adults. It will therefore be administratively difficult to gain this information. Secondly, we
strongly feel that the income of any adult children in employment should be disregarded when
calculating household income. It acts as a disincentive for adult children to move into work, and
prevents them from saving to leave home and move into home ownership.

Charging market rent to tenants for non-compliance
We are concerned that the default position will be that tenants will be charged market rents if they
“fail to comply” with the requirement to provide information on taxable income. We are concerned
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about how this will impact on more vulnerable people and people whose first language isn’t English.
It also places a burden on landlords in terms of communication, follow up contact and so on. If the
household affected is on a low income, and simply unable to provide the correct documentation, the
potential impact on their household finances could be severe (see modelling of household impacts
below). These impacts include the additional risk that the household in question might no longer be
able to sustain their tenancy and end up presenting as homeless with all of the associated costs to
the public purse.

Information from HMRC

3.10 We have concerns about the transfer and sharing of personal data between HMRC and housing
providers and also the ability of housing providers to use and store this data appropriately and
securely. There is also the question of how up to date information from HMRC will be as it will be
based on the previous tax year. The income of tenants who are self employed or are on, for example,
zero hours contracts will fluctuate from one week to the next. Therefore an assessment based on the
previous year will not necessarily reflect a rent level that people can afford in the forthcoming year.

Implications for ONS classification of housing associations

3.11We are concerned that this policy represents precisely the kind of detailed interference in the
running of a private organisation that prompted the Office for National Statistics decision to
reclassify housing associations as part of the public sector for accounting purposes. Given its stated
desire to see associations once more classified as private bodies we believe government should
urgently review this proposed policy.

4. ClIH’s response to specific consultation questions
4.1 How income thresholds should operate beyond the minimum threshold set at Budget, for
example through the use of a simple taper/ multiple thresholds that increase the amount of

rent as income increases?

There is no simple solution as either a taper or multiple thresholds will be complex. Our member
survey highlighted a range of responses on the issue.

Threshold ‘ Taper
Pros
9 Fairer and more transparent 1 Provides for a clearer and graduated
9 Easier to administer Relationship between income and rent -
1 Better for dealing with variable household avoids the “cliff edge”
income 1 Minimises impact on residents
1 Provides more stability for tenant/household 9 Fairer as more direct relationships between
i Less re-setting than calculations based on each earnings and rent
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pound earned 1 More progressive approach
1 Iltinvolves less precise tracking of tenants' income f More accurately reflects actual earnings
and especially repeat assessments. 1 Allows the household to adjust their budget
1 Makes rental income easier to predict for the over time
landlord 1 Taper will have a smallerimmediate impact
9 Simpler to operate and understand Upon those whose income is closest to the
i Less complicated. Tenants will understand earnings threshold
1 Upfront what the extra will be 1 Less likely to cause perverse incentives like
1 Greater clarity over what rent would be charged people not increasing their earnings or
actively reducing them
1 For households whose income is low enough
to qualify for HB or UC spending on HB/UC
increases at the tapered rate rather than the
full cost
Cons
1 Hits very hard at the point someone crosses it q

9 Thresholds create perverse incentives for -
tenants to limit their earnings due to rent hikes
at the threshold

1 Have a greater impact in terms of the rate of
marginal taxation whereby a small increase takes|
someone beyond the threshold and they then
lose a significant part of that income

.
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