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Agenda

Introductions, if appropriate.

Apologies for absence.

Item

1

Page
Declarations of interests

Members are invited to declare at this stage of the meeting, any relevant
personal and prejudicial interests and discloseable pecuniary interests in
any matter to be considered at this meeting.

Minutes of the previous meeting 1-10
Matters arising
Petitions (if any)

Chief Executive's reports

Scrutiny Task Group Report on Housing Associations 11 - 56

This report sets out the recommendations agreed by the Community and
Wellbeing Scrutiny Committee which have been developed as a result of
a scrutiny task group set up to look at the future of Brent's housing
associations.

Ward Affected: Lead Member: Lead Member for Housing and
All Wards Welfare Reform (Councillor Harbi Farah)
Contact Officer: Pascoe Sawyers, Head of
Strategy and Partnerships
020 8937 1045
Pascoe.sawyers@brent.gov.uk

Community Wellbeing reports

Housing Management Options for Council Stock 57 - 274

This report sets out the results of a review of options to provide housing
management services to the Council's tenants and leaseholders
undertaken over the past four months.

Ward Affected: Lead Member: Lead Member for Housing and

All Wards Welfare Reform (Councillor Harbi Farah)
Contact Officer: Phil Porter, Strategic Director,
Community Well-being
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Tel: 020 8937 5937 phil.porter@brent.gov.uk

Authority to Participate in the Joint Procurement of Community
Equipment and Services with the London Boroughs of Harrow and
Barnet

Brent’'s current community equipment and services contract is due to
expire on 31st March 2017 and in order to address the risk of not having a
new contract (and community equipment service in place) at the expiry of
the current contract, Barnet Council have agreed to lead on an
accelerated tender procurement process for the establishment of a
framework for community equipment and services, in collaboration with
the London Boroughs of Harrow and Brent. Approval is therefore sought
to take part in this collaborative procurement, as required under the
Council’'s Contract Standing Order 85.

Ward Affected: Lead Member: Lead Member for Community
All Wards Wellbeing (Councillor Krupesh Hirani)
Contact Officer: Amy Jones, Head of
Commissioning and Quality
Tel: 020 8937 4061 amy.jones@brent.gov.uk

Authority to enter into partnership arrangements under section 75 of
the National Health Service Act 2006

This report seeks approval for the Council to enter into three separate
partnership arrangements under Section 75 of the National Health
Service Act 2006 in respect of: the delivery of the approved Better Care
Fund Plan with NHS Brent Clinical Commissioning Group (Brent
CCG);the provision of Brent’s Integrated Community Equipment Services
(BICES) with Brent CCG and the delivery of adult mental health social
care with Central North West London NHS Foundation Trust (CNWL).

Ward Affected: Lead Member: Lead Member for Community
All Wards Wellbeing (Councillor Krupesh Hirani)
Contact Officer: Phil Porter, Strategic Director,
Community Well-being
Tel: 020 8937 5937 phil.porter@brent.gov.uk

Regeneration and Environment reports

South Kilburn Regeneration Programme - Carlton & Granville
Centres Site - Development Options

This report provides an update to the 25 July 2016 Cabinet report —
Carlton and Granville Centres, Granville Road, NW6 5RA -
redevelopment and investment proposals and provides Members with
feedback from the public consultation which has been carried out in
respect of the site. This report also details feedback from the
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engagement events conducted by officers with the current occupiers of
the Carlton & Granville Centres. Approval is sought to progress with
Phase 1 of the redevelopment and the procurement of a Design Team to
progress Phase 2.

Ward Affected: Lead Member: Lead Member for Regeneration,
Kilburn Growth, Employment and Skills (Councillor
Roxanne Mashari)
Contact Officer: Richard Barrett, Head of
Estate Regeneration
Tel: 020 8937 1334 richard.barrett@brent.gov.uk

On Street Parking Management Review

This report sets out the approach for a review of the management of on-
street parking in the borough. It provides detail of how the review will be
scoped and how operational changes to parking management will be
implemented.

Ward Affected: Lead Member: Lead Member for Environment
All Wards (Councillor Eleanor Southwood)
Contact Officer: Tony Kennedy, Head of
Highways and Infrastructure
Tel: 020 8937 5151 tony.kennedy@brent.gov.uk

Development Management Policies Local Plan: Consideration of the
Planning Inspector’s Final Report and Proposed Adoption of the
Plan.

This report explains that the Council has received an Inspector’s report

into the Examination of the Development Management Policies Local Plan. The
Inspector has found the document ‘sound’ subject to recommended ‘main’
modifications being made. Cabinet is being apprised of the modifications and
outline of the next stages. Cabinet is recommended to recommend to Full
Council that the Development Management Policies Local Plan incorporating
modifications is adopted.
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Ward Affected: Lead Member: Lead Member for Environment
All Wards (Councillor Eleanor Southwood)
Contact Officer: Paul Lewin, Planning, Policy
and Projects
Tel: 020 8937 6710 paul.lewin@brent.gov.uk

Safer Brent - MetPatrol Plus Scheme

This paper considers what objectives the MetPatrol Plus scheme could
meet, and the contributions Safer Brent Partners (SBP) could provide.
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Ward Affected: Lead Member: Leader (Councillor Muhammed
All Wards Butt)
Contact Officer: Karina Wane, Head of
Community Protection
Karina.Wane@brent.gov.uk

Resources reports

Council Tax Support Scheme 493 -
538
This report reviews whether changes should be considered to the
provision of the localised Council Tax Support Scheme for 2017/18
and makes recommendations accordingly.
Ward Affected: Lead Member: Deputy Leader (Councillor
All Wards Margaret McLennan)
Contact Officer: Margaret Read, Director,
Customer Services
Tel: 020 8937 1521
margaret.read@brent.gov.uk
Treasury Management Mid-Year Report 539 -
546
This report updates Members on recent treasury activity. Cabinet is asked
to note the 2016/17 mid-year Treasury report, which has already
been reviewed by the Audit Committee and is to be forwarded to
the Council.
Ward Affected: Lead Member: Deputy Leader (Councillor
All Wards Margaret McLennan)
Contact Officer: Conrad Hall, Chief Finance
Officer
Tel: 020 8937 6528 conrad.hall@brent.gov.uk
Wholly Owned Investment Company and Subsidiaries 547 -
628

Cabinet approved Brent’s investment strategy at its meeting of 11 April
2016. This report focuses on how establishing a Wholly Owned Company
(WOC) will help deliver the Council’s targets for the development of new
affordable homes and why establishing a Company will offer the Council
flexibility to intervene strategically to ensure that new housing
development can contribute fully to strategic priorities. The report also
sets out more broadly the various options for the Council to establish an
investment vehicle to be operated as a Wholly Owned Company (WOC).

Ward Affected: Lead Member: Deputy Leader (Councillor
All Wards Margaret McLennan)
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Contact Officer: Conrad Hall, Chief Finance
Officer
Tel: 020 8937 6528 conrad.hall@brent.gov.uk

Church End Car Park, Acquisition of additional Land 629 -
644

Cabinet approval was granted on 20 January 2016, for the redevelopment
of the Church End car park site in Brent Council’'s ownership to provide 34
homes, in conjunction with Catalyst Housing Group, who would develop
65 homes on adjacent land in their ownership bringing the total number of
units between both sites to 99 new homes. An opportunity has arisen for
Brent Council to purchase Catalyst's freehold interest in their site, to
enable Brent to deliver the entire scheme of 99 homes.

Ward Affected: Lead Member: Leader (Councillor Muhammed
Harlesden Butt)
Contact Officer: Sarah Chaudhry, Head of
Strategic Property
Tel: 020 8937 1705
sarah.chaudhry@brent.gov.uk

National Non Domestic Rates — Review of Discretionary Rate Relief 645 -
Scheme and Applications for Relief 654

The Council has the discretion to award rate relief to charities or non-
profit making bodies. It also has the discretion to remit an individual
National Non-Domestic Rate (NNDR) liability in whole or in part on the
grounds of hardship. The award of relief is based on policy and criteria
last agreed by Cabinet on 16 September 2013, this taking effect from 1
April 2014. It was agreed at the meeting to review the scheme every 3
years, it is therefore necessary to undertake a review.

Ward Affected: Lead Member: Deputy Leader (Councillor

All Wards Margaret McLennan)
Contact Officer: Margaret Read, Director, Brent
Customer Services
Tel: 020 8937 1521
margaret.read@brent.gov.uk

Future Options for Oracle ERP Hosting and Support 655 -
696

This document sets out proposals for the future options for the One
Oracle system support and hosting arrangements upon expiration of the
current contract in July 2018.

Ward Affected: Lead Member: Deputy Leader (Councillor
All Wards Margaret McLennan)
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Contact Officer: Prod Sarigianis, Head of Digital
Services

Tel: 020 8937 6080
prod.sarigianis@brent.gov.uk

19 Leasing of 8th Floor North Wing 697 -
704

This report is to consider the vacant office accommodation at the Civic
Centre and approve the occupation on a lease.

Ward Affected: Lead Member: Leader (Councillor Muhammed
Tokyngton Butt)
Contact Officer: Sarah Chaudhry, Head of
Strategic Property
Tel: 020 8937 1705
sarah.chaudhry@brent.gov.uk

20 Exclusion of Press and Public

The following item(s) is/are not for publication as it/they relate to the
following category of exempt information as specified in the Local
Government Act 1972 namely: Paragraph 3 - Information relating to the
financial or business affairs of any particular person (including the
authority holding the information).

Not for publication:
e Church End Car Park, Acquisition of Additional Land — Appendix 3

e Future Options for Oracle ERP Hosting and Support — Appendix 1
e Leasing of the 8" Floor North Wing — Appendix 1

21 Reference of item considered by Scrutiny Committees (if any)
22 Any other urgent business

Notice of items to be raised under this heading must be given in writing to
the Head of Executive and Member Services or his representative before
the meeting in accordance with Standing Order 64.

Date of the next meeting: Monday 12 December 2016

Please remember to set your mobile phone to silent during the meeting.
e The meeting room is accessible by lift and seats will be provided for
members of the public.
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Brent

LONDON BOROUGH OF BRENT

MINUTES OF THE CABINET
Monday 24 October 2016 at 7.00 pm

PRESENT: Councillor Butt (Chair), Councillor McLennan (Vice-Chair) and Councillors
Farah, Hirani, Mashari, W Mitchell Murray and Southwood

Also Present: Councillors Chohan, S Choudhary, Colacicco, Mahmood and Ketan Sheth

1. Declarations of Interests
There were no interests declared.
2. Petitions (if any)
None.
3. Minutes of the Previous Meeting
RESOLVED:-

that the minutes of the previous meeting held on 13 September be approved as an
accurate record of the meeting.

4. Matters arising
There were no matters arising.
5. Community and Wellbeing Scrutiny Committee Recommendations

Councillor Ketan Sheth, Chair of the Community and Wellbeing Scrutiny
Committee, introduced the report stating that, in July, the Committee had reviewed
Brent’s existing landlord licensing schemes.

The Committee had concluded that the mandatory, selective and additional
licensing schemes are very important for a borough where around a third of
households are living in the private rented sector, and there has been a lot of
interest from members about how well they have been performing.

Councillor Ketan Sheth stated that he had accompanied officers who were carrying
out checks on properties they believed to be unlicensed to witness the work they
do, the types of housing conditions people are living in and the challenges faced.
Councillor Ketan Sheth paid tribute to the officers for their work and dedication in
helping to improve and regulate the private rented sector in the borough.
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Councillor Ketan Sheth stated that the Committee has made a number of
recommendations about landlord licensing. Members had discussed the importance
of communications and how reaching out to tenants and residents could be made
more effective.

Councillor Ketan Sheth stated that the Committee had also discussed how the
council is working with estate agents and letting agents in the borough and
recommended that a strategy be put in place for collaborative working with estate
agents and letting agents to ensure they are fully aware of what they need to do as
part of the licensing schemes.

The Committee had noted the data about the introduction of the selective licensing
scheme in the three wards of Harlesden, Wembley Central and Willesden Green,
and that the number of privately rented homes in those wards has exceeded the
initial estimates.

Councillor Ketan Sheth reported that at committee it had been said that it seems
that a great advantage of selective licensing is the simplicity of its message — if you
rent a room, flat or house you need a licence. So, on balance, Councillor Ketan
Sheth, stated that Committee Members had thought that it would be good to have
more selective licensing in the borough, and therefore it was recommended that a
borough-wide extension is something that should be considered.

Councillor Ketan Sheth referred to a second report his Committee had discussed at
the same meeting in July. He reminded Members that the Cabinet had agreed over
a year ago to set up an Ethical Lettings Agency to be operated by Brent Housing
Partnership. The Committee had also reviewed the implementation of this scheme
and expressed concerned about the limited progress which has been made with it
so far.

He reminded Cabinet Members that one of the recommendations is for a proper
assessment of other local authority schemes and their respective outcomes.

Councillor Ketan Sheth outlined the number of recommendations for Cabinet on
both these schemes, as featured in the report.

With the permission of the Chair, Jacky Peacock OBE, Director, Advice4renters,
addressed the meeting. Ms Peacock stated that the recommendations from the
Scrutiny Committee support property licensing and the extension of selective
licensing across the borough.

Ms Peacock outlined her organisation’s support for licensing too, but pointed out
that the way it operates at present is increasing homelessness in the borough.
There is reference to collaborative working with estate agents and letting agents but
there is no reference to the need to work collaboratively with voluntary sector
advice agencies such as ourselves. Ms Peacock informed Members about the
recent review of licensing, which included a public consultation.

Ms Peacock outlined her organisation’s proposal for a review of licence fees to

include the provision of Tenant Liaison Officers working alongside Licensing
enforcement officers.
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Councillor Butt thanked Ms Peacock for her contribution.
RESOLVED:-

1. Cabinet noted the recommendations as set out in Appendix A.

6. Budget Proposals 2017/18 — 2018/19

Councillor Margaret McLennan, Deputy Leader, introduced the report. She stated
that the report sets out draft budget proposals for 2017/18 and 2018/19.

Councillor McLennan reiterated that subject to the results of consultation it is
envisaged that these would then form the basis of the budget to be agreed at the
Full Council meeting of February 2017.

Councillor McLennan stated that the process following this cabinet meeting would
be as follows:

- These proposals, together with any changes made by cabinet, will form the
basis of a consultation between November and January with local residents,
businesses and other stakeholders;

- The two scrutiny committees will review the budget proposals and report
accordingly;

- General purposes committee will review the calculation of the council tax
base;

- In December, Cabinet will receive a paper on the Collection fund surplus
which is a technical report on the distribution of estimated surplus on
collection of council tax and NDR; and

- After consultation, a budget paper will be presented for Cabinet to
recommend a final budget and council tax to the February 2017 Council
meeting.

Councillor Roxanne Mashari, Cabinet Member for Employment, Skills,
Regeneration and Growth, urged Cabinet Members and Senior Officers to review
the equalities impact assessments on each proposed saving in order to avoid
negative impact on any particular group.

Councillor Muhammed Butt, Leader of the Council, outlined the comprehensive
communications and engagement plan to support the budget setting process.

RESOLVED:-

1. Cabinet noted the overall financial position.

2. Cabinet endorsed the savings previously agreed, as set out in Appendix
One.

3. Cabinet agreed to consult on new draft policy options, as summarised in
Appendix two and detailed in Appendix Three.
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4. Cabinet agreed to consult on council tax increases of 3.99% in each of
2017/18 and 2018/19.

5. Cabinet endorsed the technical assumptions underpinning the budget as set
out throughout the report.

6. Cabinet authorised the drawdown of further capital resources to support
delivery of the temporary accommodation reform plan, as set out on
paragraph 6.7.

7. Sustainability and Transformation Plan

Councillor Krupesh Hirani, Cabinet Member for Community Wellbeing, introduced
the report stating that NHS England has published the Five Year Forward View
(FYFV), setting out a vision for the future of the NHS.

He stated that planning guidance released in December 2015 set out the
requirement for local areas to develop a Sustainability and Transformation Plan
(STP) to help local organisations plan how to deliver a better health service that will
address the FYFV ‘Triple Aims’ of improving people’s health and wellbeing, address
the quality of care which people receive and to address the financial gap.

Councillor Hirani informed Members that this is a new approach across health and
social care to ensure that health and care services are planned over the next 5
years and focus on the needs of the place where people live, rather than individual
organisations.

It was noted that there are tangible benefits for areas with good STPs through the
newly established Sustainability and Transformation Fund (STF).

Councillor Hirani stated that at North West London level, the Strategic Planning
Group has been responsible for developing the joint proposals and planning at the
system level.

This has included bringing together local plans into the Sustainability and
Transformation Plan for North West London. The STP describes plans at different
levels of ‘place’ — across the whole system in North West London, from the local to
the sub-regional, as appropriate.

In parallel to the NW London SPG, a local Brent STP Planning Group was
established, comprising the Council, CCG, acute, community and mental health
provider, Health watch and Brent CVS representatives to develop a local STP.
Brent continues to evolve and contribute to the completion of the full NW London
STP whilst working to implement Brent specific priorities aligned to the NW London
STP. The local version of the STP focusses on how Brent will achieve the triple aim
locally. The Brent STP therefore represents Brent’'s overarching 5-year strategy and
implementation plans to improve health and well-being, the quality of services
provided, and achieves financial sustainability. It is a triangulation of existing plans,
plus new initiatives where gaps in existing plans have been identified, and where
we believe a different approach to joint working can make a real difference to
people in Brent.
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Councillor Hirani stated that it is proposed that the Brent STP will be the
overarching strategic plan for Brent. The STP has to reflect and respond to three
gaps: Health and Wellbeing, Care and Quality and Finance and Efficiency.

Therefore, it makes sense that these sections reflect updated health and wellbeing
priorities and Better Care Fund (primarily focused on Care and Quality) priorities.
However, it is important to note that this is an evolving process. The NW London
and Brent STP priorities are designed to accelerate the pace of integration through
strengthening collaboration between commissioners, providers and partners to
address the triple aims of the Five Year Forward View.

Councillor Hirani stated that the partnership nature of STP requires that the
responsibility for overseeing the development and implementation of the STP
priorities and deliverables is through the Brent Health and Well Being Board locally.
To this end, the Health and Well Being Board has recently reviewed and extended
its membership to include key partners such as London North West Hospitals Trust
and Central and North West London Foundation Trust to ensure effective
governance arrangements underpinning the STP.

This report sets out the North West London STP priorities, how they align with the
Brent STP priorities, the approach to delivering these and the financial implications
associated with the proposals.

RESOLVED:-

1. Cabinet noted the STP submission for North West London.

2. Cabinet welcomed the principles adopted within the STP of prevention, out
of hospital care, dealing with the social care funding gap and the need to
work across the public sector to maximise benefits from changes to the NHS
and other public sector estate.

3. Cabinet noted that the STP will need formal sign off by the end of December
and that between October and December the following issues need to be
clarified both within the submission and through other NHS processes, in
order for the council to give full support for the plan:

a. That the IMBC on which delivery area 5 is based is released, debated
and understood;

b. That the flow of monies from acute to out of hospital settings are
clarified;

c. That the specification for out of hospital settings, in particular social
care, are clarified
based on an agreed model of out of hospital care;

d. That a full risk assessment for the plan and relevant mitigations are
included.

Annual Complaints Report 2015/2016
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Councillor Margaret McLennan, Deputy Leader, introduced the report stating that
the report provides an overview of the complaints received by the Council during
the period April 2015 to March 2016.

She stated that high level data for the past 3 years has been included where
available for the purpose of comparison. She stated that departmental/service area
analysis has been provided for the 2015 — 2016 operational year (based on the
current structure).

She informed Members that complaints concerning the Adult Social Care and
Children and Young People departments come under separate statutory complaint
procedures and are therefore provided as separate analysis reports in appendices
A and B respectively.

Members noted and welcomed the positive feedback about Brent staff in the report.

Councillor McLennan encouraged Cabinet Members to attend the Member Learning
and Development session the following day on Improving Residents’ Experience.

RESOLVED:-

1. Cabinet noted and considered the Council’s performance in managing and
resolving complaints.

2. Cabinet noted the actions being taken to improve response times to
complaints and reduce the number of complaints which escalate to stage 2
(final review).

3. Cabinet noted the ongoing measures to improve services as a results of
complaints and improve the customer experience

9. Advice Small Grant Approval

Councillor Margaret McLennan, Deputy Leader, introduced the report stating that
the procurement and award of Brent's Local Advice and Guidance Service
contracts were considered by Cabinet on 16 November 2015 and 8 February 2016.

She stated that one of the contracts awarded to Brent Citizen’s Advice Bureau was
the Brent Advice Partnership contract.

This contract included administration of a small advice grants programme of
£242,000 per year to include recommending to Officers the award of small advice
grants of up to £10,000 using delegated powers.

A recommendation from Brent Advice Partnership’s Advice Fund Grant’s Panel has
now been received to award a grant in the sum of £18,500 and as a result Cabinet
approval is sought to permit such award.

RESOLVED:-

Cabinet - 24 October 2016 Page 6



1. Cabinet noted Chief Officers’ powers to make grants as set out in paragraph
3.5.

2. Cabinet noted the making of Round 1 Brent Advice Partnership’s Advice
Fund grants using delegated powers as set out in Figure 1 at paragraph 3.8.

3. Cabinet approved the making of a Brent Advice Partnership’s Advice Fund
grant of £18,500 to Advice4Renters for the period of 1 year for the reasons
detailed in paragraphs 3.09 — 3.12.

10.  Visitor Permit Pricing

Councillor Eleanor Southwood, Cabinet Member for Environment, introduced the
report stating that the report summarises the outcome of the formal consultation on
the proposed change to the structure of visitor parking permits in Brent, and the
associated price increases for stays of more than two hours.

This follows Cabinet agreement on 27 June 2016: to proceed to formal consultation
on these changes, informed by the results of extensive informal consultation; and to
a coherent set of linked proposals for reform.

Councillor Southwood stated that the report also notifies Cabinet of the contents of
an online public petition relating to this issue (see paragraph 6.11) which has
received 312 signatures.

RESOLVED:-
1. Cabinet noted the petition referred to in paragraph 6.11 of the report.

2. Cabinet agreed to introduce new visitor parking charges in all Controlled
Parking Zone (CPZ) areas,
with a £1.50 charge for up to 2 hours, a £3 charge for up to 4 hours, and a
£4.50 charge for ‘all-day’ visitor parking of more than 4 hours.

3. Cabinet agreed to implement the charging structure and price changes,
including amendment of the relevant Traffic Management Orders, to be
effective from 08th November 2016 or
a later date to be set by the Strategic Director for Regeneration and
Environment in consultation with the Lead Member for Environment

11.  The Unauthorised Deposit of Waste (Fixed Penalties) Regulations 2016

Councillor Eleanor Southwood, Cabinet for Environment, introduced the report
stated that from 9 May 2016, local authorities in England have been give the
power to issue Fixed Penalty Notices (FPN’s) for small-scale fly-tipping.

She stated that the legislation provides for a default payment level of £200- or

£120 for early payment; whilst allowing the opportunity for Councils to set their own
levels of charges between £150 and £400.
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Councillor Southwood stated that the Enviro-Crime Enforcement Team is currently
using this new power and applying the default payment level. This report seeks
authority to set a higher level of charge within Brent.

RESOLVED:-

1. Cabinet approved the proposal to set the upper payment level for fly tipping
Fixed Penalty Notices to the maximum of £400 with an early payment charge
of £350.

12. School Led Building Projects at Roe Green Infant School and Our Lady of
Grace Catholic Infant School — Approval to Procure Works

Councillor Muhammed Butt, Leader of the Council, introduced the report stating that
Roe Green Infant School and Our Lady of Grace Catholic Infant School both wish to
expand existing nursery provision in order to offer 30 hours free education and
childcare to families from September 2017 in line with Government policy. In order
to do this both schools require additional accommodation.

Councillor Butt stated that the report seeks Cabinet approval for each school to
procure a works contract for its own proposed nursery extension building works.
Schools are required to abide by the LA's financial regulations and standing orders
in purchasing, tendering and contracting matters. Officers are therefore facilitating
the schools fulfilling these responsibilities.

Councillor Butt also stated that Cabinet is asked to delegate authority to award high
value works contracts to a relevant Officer in order for the schools project
programmes to be maintained ready for September 2017.

RESOLVED:-

1. Cabinet approved the recommendation to invite tenders on the basis of the
pre-tender considerations set out in paragraph 3.9.

2. In respect of paragraph 2.1 above, Cabinet approved the evaluation of
tenders on the basis of the evaluation criteria set out in paragraph 3.9 of the
report.

3. Cabinet agreed to delegate authority to award these high value works
contracts to the Strategic Director of Regeneration and Environment in
consultation with the Chief Finance Officer and Chief Legal Officer.

13. Award of a Contract for Postal Services

Councillor Margaret McLennan, Deputy Leader, introduced the report stating that
the Council has a need for mail services, whereby outgoing post is collected from
Council buildings and delivered to individual addressees. Whilst an increasing
amount of communication from the Council is in digital only format, there are still
large volumes of hard copy correspondence that need to be delivered.
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The Council’s mail is currently collected and delivered by Royal Mail under a
contract that was awarded following a pan-London procurement in 2013. The
contract is used by the digital post room and spend is from the centralised budget
for postal services. This contract expired on 10t September 2016 and there is a
need to put a new contract in place. Upon expiry of the contract, the Council
continued to use Royal Mail as the default national provider, and Royal Mail have
agreed to continue to apply the previous contract rates in the interim period until the
new contract commences.

RESOLVED:-

1. Cabinet noted the Council’s participation in a collaborative procurement
under a framework agreement for a contract for postal services.

2. Cabinet approved the award of a contract for Collection and Delivery of Mail
to Royal Mail Group Limited, for a period of two years and 319 days from 1st

November 2016 to 15t September 2019 with an option to extend for a
further year to 15" September 2020.

14. Reference of item considered by Scrutiny Committees (if any)
None.

15.  Exclusion of Press and Public
None.

16.  Any other urgent business

None.

The meeting ended at 20:03pm.

COUNCILLOR MUHAMMED BUTT
Chair
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‘ | @ Cabinet
; ’ 15 November 2016
Report from the Director of

Brent Policy, Performance and Partnerships

Wards affected: ALL

Scrutiny Task Group: Brent’s Housing Associations

1.0

1.1

2.0

2.1

2.2

3.0

3.1

3.2

3.3

Summary

This report sets out the recommendations agreed by the Community and
Wellbeing Scrutiny Committee which have been developed as a result of a
scrutiny task group set up to look at the future of Brent’s housing associations.

Recommendations

Cabinet is asked to note the recommendations agreed by the committee as set
out in Appendix A.

Cabinet is asked to note the findings of the scrutiny task group’s report in
Appendix B.

Detail

The former Scrutiny Committee set up a task group in March 2016 with a remit
to examine the future of housing associations in Brent because of concerns
about the impact of the Welfare Reform and Work Act 2016, and the Housing
and Planning Bill, which was being debated in Parliament. The Bill received
royal assent on 12 May 2016, and is now the Housing and Planning Act 2016.

The objective for the task group, which was chaired by Councillor Tom Miller,
was to gather evidence to develop a set of recommendations for the Cabinet.
Rather than reviewing all the wide-ranging legislation, the task group’s scope
was limited to five areas: the Right to Buy extension, social housing supply, 1%
social rent reduction, Pay to Stay, and partnerships with housing associations.

As part of their evidence gathering, members spoke to chief executives and
senior officers of a number of housing associations operating in Brent including
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3.4

3.5

3.6

3.7

Apna Ghar, Genesis, Innisfree, Metropolitan, Network Homes and Origin. They
also met with the then Cabinet Member for Housing and Development, Strategic
Director Community Wellbeing, Operational Director Housing and Culture, and
the Head of Housing Policy. To be able to understand the issues from different
perspectives the task group members also spoke to the representatives from
two tenants’ organisations, the chief executive of a housing co-operative, the
chair of a resident-managed housing association as well as two experts in
housing policy.

Members also looked at data such as existing patterns of Right to Buy to better
understand what the effects of proposed parts of the legislation could be, and
asked housing associations for any modelling they had done on the Right to
Buy. They also looked at limited data from a pilot of the Right to Buy scheme.
Members of the scrutiny task group also considered Brent's existing 2014-19
Housing Strategy, and the implications for it of specific parts of the legislation
and the Bill. Although the Right to Buy extension for housing association tenants
is not in statute, the task group considered the voluntary agreement for
implementation. It should be noted that to date, no specific starting date has
been given for the start of the Right to Buy extension and the details of the final
scheme are still being developed between the Government and National
Housing Federation.

The task group’s report was presented to the Community and Wellbeing
Scrutiny Committee by Councillor Tom Miller on 20 July 2016. Members of the
committee discussed the findings and recommendations in the report with the
Cabinet Member for Housing, Strategic Director Community Wellbeing, and the
Operational Director Housing and Culture and as a result some of the final
report’s recommendations were amended and agreed as set out in Appendix
A.

A key finding was that the task group did not believe Right to Buy will be taken
up in significant numbers by housing association tenants in the borough. One
large housing association estimated that about 1% of its properties will be sold
each year, and initial data from the pilot in London suggested a low take-up.
Furthermore, there is a commitment to one-to-one replacement of properties.
However, that doesn’t mean it won'’t present problems for housing associations,
and consequently Brent Council’s ambitions for the provision of social housing.
Even if housing is replaced, there is uncertainty about the type of product and
tenure that would replace it, where it will be built, and there could be a time lag
between loss and replacement of homes. The task group was also concerned
that if scarce housing stock such as family-sized homes is sold it will be harder
to replace, and recommended that the local authority sets out a common
position to all registered providers that it would like specific stock exempted.
The task group also made recommendations on other possible problems from
the new Right to Buy such as fraud, and stock ending up in the private rented
sector.

The task group’s view was that the local authority could do more to increase

the supply of social housing such as joint development with registered providers
which maximises the amount of social housing retained in the borough.
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Members of the task group also made recommendations which could stimulate
growth in other models of social housing in Brent such as housing co-
operatives, community housing, self and custom build and community land
trusts. This would be very small-scale, but it might diversify the portfolio of social
housing existing in the borough.

Members of the task group looked at the possible consequences of the 1%
social rent reduction and other measures of welfare reform for housing
associations and tenants. It recommended that the council works closely with
social landlords to mitigate any effects that these changes could have.

On Pay to Stay there was some concern about what could happen if it was
implemented by housing associations and the task group recommended that
the Cabinet Member for Housing requests housing associations to update the
council if they are considering implementing Pay to Stay. Again, Pay to Stay is
a voluntary measure for housing associations and is not in the legislation.

The task group felt that the demands of the legislation means Brent Council will
also need to rethink its existing partnerships with housing associations, and the
relationships between them. In particular, recommendations were made that
partnership working could be more focused on specific issues and an annual
housing summit could take place each year for all registered providers in Brent.
The task group’s view was that partnership working should involve the local
authority sharing the expertise it has as a way of building relationships and
similarly, the knowledge which the larger housing associations have
accumulated could be shared with the smaller registered providers in Brent.
Members also felt that tenants and their representatives could be brought more
into partnership working and that their needs to be a renewed effort to
encourage tenant participation and representation within registered providers.

Financial Implications

None

Legal Implications

None

Equality Implications

It is anticipated that the recommendations put forward in this report will help

achieve better outcomes for some of the most vulnerable residents such as:

e older residents and disabled people, and

e individuals / groups experiencing socio-economic disadvantage, including
but not limited to homeless people, low income households, lone parents,

large families, people who are subject to unlawful eviction, residents living
in poor conditions and/or fuel poverty.
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APPENDIX A
Scrutiny Task Group: Brent’s Housing Associations
Recommendations Agreed at Community and Wellbeing Scrutiny Committee

20 July 2016

Theme 1: Right to Buy

1. Strategic Director Community Wellbeing uses strategic forums with registered
providers to monitor the impact of Right to Buy in Brent and helps to mitigate any
potential problems which are caused.

2. Cabinet Member for Housing sets out a common position to all registered providers
operating in Brent that the local authority would like homes of four bedrooms or more,
specially adapted housing, and older people’s housing exempted from the Right to
Buy.

3. Strategic Director Community Wellbeing and Cabinet Member for Housing develop
agreements with housing associations and the Greater London Authority which
maximise the number homes replaced in Brent, including four-bedroom properties, as
well as homes for social rent.

4. Strategic Director Community Wellbeing invites housing associations operating in
Brent to fund jointly an anti-fraud investigator for a time-limited period to help housing
associations’ investigations into Right to Buy fraud and offer free training for staff on
fraud and speculative buying practices.

5. Director of Policy, Performance and Partnership to consider integrating Right to Buy
into Brent’s financial inclusion strategy so that tenants are better informed about
interest rates, mortgages, cost of major works, responsibility for repairs, and the
operation of companies who encourage purchasing of homes under Right to Buy.

6. Cabinet Member for Housing requests that housing associations advise tenants of
their financial options, and inform them of the wider responsibilities of becoming a
leaseholder as part of the purchasing process for Right to Buy.

7. Cabinet Member for Housing promotes strategic forums with registered providers
to share information and expertise about properties going into the private rented sector
as a result of the Right to Buy extension.
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Theme 2: Social Housing Supply

8. The Strategic Director Community Wellbeing and Lead Member for Housing to
initiate further discussions with other London local authorities about collaborative
arrangement for provision of social housing in the future.

9. Brent’'s Cabinet Member for Housing to use strategic forums to enable smaller
housing associations to be able to gain expertise and knowledge in business planning
and other areas from the larger registered providers operating in Brent.

10. Cabinet Member for Housing and Strategic Director Community Wellbeing put in
place mechanisms to signpost residents to information about the Community Land
Trust Network and Federation Confederation of Cooperative Housing and self and
custom-build networks and organises a one-off event to stimulate interest in
developing other social housing models.

11. The Strategic Director for Community Wellbeing commissions a feasibility study
about developing affordable Self-Build on marginal areas of council owned-land which
is not suitable for its own house building programme.

12. Brent Council to update its Housing Strategy 2014-19 to weight available council-
owned land not intended for the council’s own house-building programme towards
housing association or partnership developments with them which house social
tenants and vulnerable people in line with the council’s political commitments.

Theme 3: Social Rent Reduction

13. Brent Council to continue to work closely with social landlords in the borough to
evaluate the effects of welfare reform, in particular the overall benefit cap, and to
develop appropriate processes and procedures that facilitate the achievement of this.

Theme 4: Pay to Stay

14. Cabinet Member for Housing to request that housing associations operating in
Brent report regularly to the council outlining any progress they are considering in
implementing Pay to Stay.
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Theme 5: Partnerships

15. Cabinet Member for Housing organises more frequent forums around specific
issues such as rents, welfare reform and employment as well as linking with London-
wide housing groups so there can be a useful exchange of information and expertise.

16. The Strategic Director of Community Wellbeing organises a housing summit each
year to bring together all the registered providers in the borough in addition to the
regular quarterly forum meetings.

17. In collaboration with housing associations, Brent Council develops mechanisms
that will enable housing association tenants to share their concerns and service
priorities.

18. Cabinet Member for Housing to write to housing associations to encourage
tenants’ representation at the board level of housing associations by bottom-up
elections.

19. Cabinet Member for Housing to develop a partnership model which is more
weighted towards those providing in-demand tenures and housing and with an
emphasis on quality.
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Chair’s Foreword

The 1980 Housing Act was a landmark piece of legislation and
a turning point in housing policy because it introduced a
statutory Right to Buy for local authority tenants. This task
group examined two new pieces of legislation which could
prove as important for housing policy — the Housing and
Planning Act 2016 and the Welfare Reform and Work Act 2016
— to help identify their impact on Brent’s housing associations.

Housing associations have always been extremely important
to meeting housing need in Brent. Some housing associations
have their origins in small organisations set up in the 1960s
and 1970s to meet the demand for low-cost housing and to
counter discrimination and poor quality standards in the private rental market. Other
housing associations operating in Brent today are even older and can trace their roots
to philanthropists and social reformers of the 19t century who wanted to improve the
housing conditions of the time.

Today, housing associations are needed more than ever. Brent has a housing crisis:
rents are rising, homelessness is growing and many residents are struggling to buy
their own home as the demand for housing greatly outstrips supply. Social housing is
part of the answer to addressing this crisis. We shouldn’t forget as well the role they
play in providing older people’s housing, temporary accommodation and their vital
work in helping residents with welfare advice, employment and training.

The task group has talked to housing associations large and small, tenants, local
authority officers and housing policy experts in order to examine these challenges from
different perspectives and to examine the problems or opportunities realistically.

What's clear is that there are many challenges for housing associations as a result of
the Housing and Planning Act 2016 and the Welfare Reform and Work Act 2016. For
all, it will test their ability to balance their values and commercial objectives and
maintain their historic social mission. The difficulties for housing associations also
present challenges for Brent Council because they are vital partners in meeting our
own goals and ambitions for housing. This means we will need to reconsider
fundamentally our own existing housing policies.

Listening to the different views and perspectives has been fascinating, and | would like
to thank everyone who has contributed to this timely and important scrutiny task group
report.

Councillor Tom Miller

Chair, Brent’s Housing Associations Scrutiny Task Group

July 2016
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Executive Summary

The task group looked at the effects of the Housing and Planning Act 2016 and the
Welfare Reform and Work Act 2016 in five key areas: Right to Buy, social housing
supply, 1% social rent cut, a voluntary Pay to Stay, and partnerships with the council.

This task group supports increasing home ownership and is not opposed to the
principle of giving tenants the opportunity to buy their own home; however, that can
only work if homes sold under the Right to Buy are replaced at least one-for-one in
Brent and that social and genuinely affordable housing still continues to be provided
across all tenures in the borough.

Although the task group does not believe Right to Buy will be taken up in significant
numbers, it could exacerbate the borough’s existing housing crisis by further reducing
social housing stock. Even if social housing is replaced, there is uncertainty about the
type of product that would replace it and there could be a time lag between loss and
replacement. This will be made worse if already scarce housing stock is sold.
Therefore, the local authority should insist on explicit exemptions of four-bedroom
family-sized homes, supported housing and specially adapted housing which if it is
sold under the extended Right to Buy will be extremely difficult to replace.

Brent Council also needs to consider other supply-side measures it can take such as
joint development with registered providers which maximises the amount of social
housing retained in the borough, and stimulating growth in other models of social
housing in Brent such as housing co-operatives, community housing, self and custom
build and community land trusts.

The demands of the legislation means Brent Council will also need to rethink its
existing partnerships with housing associations, and the relationships between them.
More of the knowledge and expertise which the local authority has could be shared as
a way of building more effective partnerships. Similarly, the expertise which large
housing associations have accumulated could be shared with the smaller registered
providers in the borough.

The task group believes it may no longer be realistic for one local authority to be able
to negotiate on equal terms with such large organisations. Therefore, the task group
calls for far greater cross-London working as a counter-balance, and for a recognition
of the important niche services that smaller housing associations offer to tenants and
residents in Brent.

Finally, the importance of tenants’ voices and listening to their concerns needs to be

remembered and this important perspective should be better integrated into
partnership working.
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Recommendations

After considering its findings the task group has made the following recommendations.

Theme 1: Right to Buy

1. Strategic Director Community Wellbeing convenes a working party dedicated to
Right to Buy with registered providers which meets to monitor the impact of the policy
in Brent and helps to mitigate any potential problems which are caused.

2. Cabinet Member for Housing sets out a common position to all registered providers
operating in Brent that the local authority would like homes of four bedrooms or more,
specially adapted housing, and older people’s housing exempted from the Right to
Buy.

3. Strategic Director Community Wellbeing and Cabinet Member for Housing develop
agreements with housing associations and the Greater London Authority which
maximise the number homes replaced in Brent, including four-bedroom properties, as
well as homes for social rent.

4. Strategic Director Community Wellbeing invites housing associations operating in
Brent to fund jointly an anti-fraud investigator for a time-limited period to help housing
associations’ investigations into Right to Buy fraud and offer free training for staff on
fraud and speculative buying practices.

5. Director of Policy, Performance and Partnership to consider integrating Right to Buy
into Brent’s financial inclusion strategy so that tenants are better informed about
interest rates, mortgages, cost of major works, responsibility for repairs, and the
operation of companies who encourage purchasing of homes under Right to Buy.

6. Cabinet Member for Housing requests that housing associations advise tenants of
their financial options, and inform them of the wider responsibilities of becoming a
leaseholder as part of the purchasing process for Right to Buy.

7. Cabinet Member for Housing ensures a working party of registered providers
convened around the Right to Buy extension shares information and expertise about
properties going into the private rented sector.

Theme 2: Social housing supply

8. The Strategic Director Community Wellbeing and Lead Member for Housing to
initiate further discussions with other London local authorities about collaborative
arrangements for the provision of social housing in the future.

9. Brent’'s Cabinet Member for Housing to consider setting up a forum for smaller
housing associations to be able to gain expertise and knowledge in business planning
and other areas from the larger registered providers operating in Brent.

5
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10. Cabinet Member for Housing and Strategic Director Community Wellbeing put in
place mechanisms to signpost residents to information about the Community Land
Trust Network and Federation Confederation of Cooperative Housing and self and
custom-build networks and organises a one-off event to stimulate interest in
developing other social housing models.

11. The Strategic Director for Community Wellbeing commissions a feasibility study
about developing affordable self-build on marginal areas of council owned-land which
is not suitable for its own house building programme.

12. Brent Council to update its Housing Strategy 2014-19 to weight available council-
owned land not intended for the council’s own house-building programme towards
housing association or partnership developments which house social tenants and
vulnerable people in line with the council’s political commitments.

Theme 3: Social rent reduction

13. Brent Council to continue to work closely with social landlords in the borough to
evaluate the effects of welfare reform, in particular the overall benefit cap, and to
develop appropriate processes and procedures that facilitate the achievement of this.

Theme 4: Pay to Stay

14. Cabinet Member for Housing to request that housing associations operating in
Brent report regularly to the council outlining any progress they are considering in
implementing Pay to Stay.

Theme 5: Partnerships

15. Cabinet Member for Housing organises more frequent forums around specific
issues such as rents, welfare reform and employment as well as linking with London-
wide housing groups so there can be a useful exchange of information and expertise.

16. The Strategic Director of Community Wellbeing organises a housing summit each
year to bring together all the registered providers in the borough in addition to the
regular quarterly forum meetings.

17. In collaboration with housing associations, Brent Council develops mechanisms
that will enable housing association tenants to share their concerns and service
priorities.

18. Cabinet Member for Housing to write to housing associations to encourage

tenants’ representation at the board level of housing associations by bottom-up
elections.
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19. Cabinet Member for Housing to develop a partnership model which is more
weighted towards those providing in-demand tenures and housing.
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1.0

2.0

Objectives and scope

The task group was started because of concerns about the future of housing
associations and their continued ability to provide affordable housing as a result of the
Welfare Reform and Work Act 2016 and the Housing and Planning Act 2016.

The objective of the group was to come up with policy recommendations for Brent
Council’s Cabinet by looking at the impact of the legislation on housing associations
and the implications it had for Brent’s existing housing strategy. Its scope included:

1. The effects on the ability of housing associations to provide affordable housing and
meet future demand and the impact on the tenants of housing associations.

2. How the role and social purpose of housing associations in providing affordable
housing in the future could be affected by the legislation.

3. Brent Council’s strategic relationship with housing associations and how it can
mitigate negative effects, develop opportunities and help prepare for policy changes.

The task group has considered the impact of the legislation on all registered providers
in the borough, including housing co-operatives as well as housing associations.
Because the Welfare Reform and Work Act 2016 and the Housing and Planning Act
2016 were such wide-ranging pieces of legislation the task group decided to narrow
down what it would look at to five key areas: the Right to Buy extension, social housing
supply, the 1% social rent cut, voluntary Pay to Stay, and partnerships.

Inevitably, this meant some areas were out of scope. Although Brent Housing
Partnership is a registered provider it was not looked at by the task group. Also out of
scope were housing management issues for registered providers and obligations in
the Act for the local authority to pay a levy on higher value homes, Starter Homes and
planning considerations.

Methodology
The task group collected quantitative and qualitative data as part of its work, including:
Quantitative: Data was collected about sales under the statutory Right to Buy.

Qualitative: Face-to-face discussion meetings with representatives of housing
associations, tenants’ organisations, housing policy experts and senior council officers
and the Cabinet Member for Housing and Development. The housing associations
were representative of large, medium and small registered providers, and the task
group felt it would gather better data by holding in-depth themed meetings with a
limited number of registered providers rather than sending a questionnaire to all.

There was also qualitative secondary research such as desktop-based collation of

existing pieces of policy literature on the subject and policy development elsewhere.
8
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3.0 Policy context

During much of the task group’s work the Housing and Planning Bill was being debated
in Parliament and there was uncertainty about which of its sections would become law.
The final Bill did not receive Royal Assent until as late as 12 May 2016. However, not
all its measures will immediately come into effect and the timeline for many of its
changes is unknown. In addition the Act’s regulations are still as yet to be published.

3.1 Housing and Planning Act 2016

The Act will enable a voluntary and non-statutory agreement between the Government
and National Housing Federation — the corporate body for housing associations — to
implement the Right to Buy by providing the resources to pay discounts to tenants.
The Act allows the government to estimate the amount of money they would expect
each individual local authority to receive, in each financial year, from sales of higher
value homes, and councils will then be required to pay this amount to the Treasury.

Originally, during discussion of the Bill, the proposal by the government was that
councils were expected to sell off any high-value homes that became vacant. This was
changed slightly to a higher-value levy based on an estimate of the high-value empty
stock which councils own. This means that higher value is defined in relation to the
council’s own stock, rather than a comparison with other local authorities. The
thresholds for doing this have not been announced. The Act also allows the
government to publish the home ownership criteria — a set of rules for the extension
of Right to Buy — and to direct the Homes and Communities Agency to monitor
associations’ compliance with this criteria set out for the Right to Buy.

During the discussion of the legislation, the proposals to introduce Pay to Stay for
housing associations were dropped and it will now only apply in law to local authorities.
Pay to Stay means charging tenants on higher incomes a higher rent. For London, a
taper of 15 pence for every pound over the £40,000 threshold will be introduced and
only tenants’ taxable income will be assessed. Some tenants on benefit will be exempt.
The threshold of £40,000 in London will be reviewed annually by the Government and
uprated in line with inflation using the Consumer Price Inflation index. Housing
associations are exempt from they Pay to Stay, but if they do choose to implement it
then they will be subject to controls to access HMRC data about their tenants’ income.

Generally, the Act’s provisions will mean the regulation of housing associations will
weaken. The Government has also said that it wants the Office of National Statistics
to reclassify them as private rather than public bodies. '

1 ‘Housing Associations and the Right to Buy’ LGIU Policy Briefing, 3 March 2016; ‘What You Need to Know
9
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3.2 Right to Buy voluntary agreement

The voluntary Right to Buy agreement for housing association tenants was the result
of negotiations which took place last year between the Department of Communities
and Local Government and the National Housing Federation. It is not set in statute.

The exact details of how the voluntary Right to Buy will work in practice are still being
developed by a Sounding Board made up of registered providers, the Department for
Communities and Local Government and the Homes and Communities Agency. At
present there is no fixed date for when the extension of Right to Buy to housing
association tenants will start. 2

To replace homes lost, housing associations will be able reinvest the receipts from
Right to Buy sales in new housing supply, and the properties sold will be replaced at
least one-for-one. New homes must be delivered within three years, but the target will
be two years, however it doesn'’t stipulate that the homes lost in a local authority area
must be replaced in that locality or homes of a particular type or tenure must be
replaced like-for-like.

In short, registered providers will have flexibility over the type, tenure and location of
replacements so they can respond to local conditions and market pressures. Instead
of a requirement for replacement by tenure type they can replace any of the homes
sold with Starter Homes, shared ownership or part-buy and part-rent housing if they
choose.

The size of any discount has not yet been agreed. However, at present there are pilot
schemes across England, including one with L&Q in the London boroughs of Croydon,
Enfield, Greenwich, Haringey, Lambeth, Lewisham, Newham and Southwark, where
the Right to Buy is available to those residents who have been tenants for 10 years or
more, at a discount of up to £100,000.

The voluntary agreement allows registered providers to have discretion about what
stock they want to have excluded and there will also be a portable discount for tenants
who if they are not allowed to buy their own property can transfer a discount. If a
housing association chooses to decline a sale, an alternative property will be offered
to the tenant, and if a tenant is unhappy with that property offered, or with the time
taken to process a sale, they will be allowed to appeal to the Homes and Community
Agency as the regulator. Compensation for discounts will go directly to housing

About the Housing and Planning Act 2016’, Chartered Institute of Housing, 2016.

2 www.housing.org.uk/topics/right-to-buy/right-to-buy-advisory-groups/the-sounding-board; ‘An Offer to
Extend Right to Buy Discounts to Housing Association Tenants’ National Housing Federation, 2015
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associations with 70 per cent on completion, and 30 per cent after a start on site or
acquisition of a new property. 3

3.3 Welfare Reform and Work Act 2016

The Welfare Reform and Work Act 2016 makes a provision that housing association
rents for tenants are to be reduced by 1% per year for four years starting in April 2016;
however, the reduction for tenants living in supported housing, housing co-operatives
and land trusts is scheduled to start one year later and won’t apply to them in 2016.
There is still a possibility that the reduction will not be applied to these groups but this
is uncertain.

The second major part with implications for housing associations are substantial
changes to welfare and welfare reform, including changes to wider benefits such as
Employment Support Allowance, reducing the overall benefit cap to £23,000 for
couples and £15,410 for single claimants in London, and freezing the main rates of
the majority of working age benefits as well as the introduction of Universal Credit, and
removal of Housing Benefit entitlement for those claimants who are aged 18-21. There
are some exemptions which are yet to be clarified. 4

3.4 Brent’s Housing Strategy 2014-19

Brent Council’'s 2014-19 Housing Strategy was agreed by Cabinet on 21 July 2014
before the new legislation was proposed by the Government or received Royal Assent.
The strategy is wide-ranging, and the task group has just considered the relevant
areas which set out how the local authority will work with housing associations to
meets its own objectives, and the challenges Brent faces in providing social housing.

The existing housing strategy makes clear the scale of the housing crisis in Brent:
housing register demand is high, homelessness applications are rising and Brent has
one of the highest number of households in temporary accommodation in the country.

Furthermore, for Brent Council supply-side measures to increase social housing are
difficult because opportunities for large-scale development are constrained by land
scarcity and costs. Yet, because of demographic pressures and Brent’'s growing
population, the demand for housing is growing. The balance of housing is also
changing. The private rented sector has overtaken the social housing sector in recent
years, almost doubling in size as a proportion of housing — In 2001 around 17% of
households lived in the private sector, but the proportion is estimated to be around
32% today.

3 Housing Associations and the Right to Buy, Communities and Local Government Committee, February 2016,
pp.9-10

4 www.parliament.uk/mps-lords-and-offices/offices/commons/commonslibrary/commons-library-
news/welfare-reform-and-work-bill-2015/
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4.0

At the same time, the proportion of social housing has remained broadly unchanged.
Around 16,000 homes are owned or managed by housing associations, while in
addition Brent Council owns another 9,000 rented and 3,000 leasehold homes,
through Brent Housing Partnership (BHP). Since 2001, Brent has seen a redistribution
of housing type with a contraction of home ownership, rapid growth in the private
rented sector and limited growth in the social housing stock rather than any significant
increase in social housing supply in the borough.

The task group noted that key questions highlighted by the strategy are how far
housing can be delivered within the borough or London boundaries, and the need for
registered providers to offer market products to cross-subsidise affordable homes. 5

Partnership working is an underlying theme of the Housing Strategy 2014-19 and there
is a recognition that for Brent Council to achieve its objectives there is a need for its
partners to work together around aligned priorities and a coordination of resources.
The role for Brent Council identified in the strategy is one of strategic leadership rather
than as a primary direct deliverer of new social housing although there has been
building of new homes by Brent Housing Partnership.

An important theme of the strategy is social housing improvement, which is identified
as a priority. The strategy notes that the majority of social and affordable homes are
owned and managed by registered providers, and that a shared commitment to raising
standards is central to Brent Council’s own aim of improving the quality of housing.

The importance of residents’ and tenants’ involvement is also highlighted. The strategy
highlights that social housing tenants and leaseholders have no individual and limited
collective choice over who manages their homes so the council would like to see
greater resident involvement and customer insight in the management of housing
stock. Brent’s Housing Strategy 2014-19 has a number of priority outcomes relevant
to the task group around increasing the supply of social housing, including:

1. A minimum of 35% of new affordable rent homes to be three bedrooms or larger.

2. Increasing the capacity to meet housing need and support social mobility by
providing 5,000 affordable rent and low-cost home ownership properties by 2019.

3. 700 affordable council homes by 2017.
4. 200 additional supported housing units by 2016. 6
Main Findings

4.1 Right to Buy

5 Brent Council Housing Strategy 2014-19, pp2-6
6 Brent Council Housing Strategy 2014-19, pp10-15
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The task group started its assessment of the likely impact of the Right to Buy extension
by analysing Brent Council’s own historical data of the statutory scheme, and weighed
it against registered providers’ modelling, tenants’ perceptions and wider research.

Brent’s historical data underlines the importance of the discount on take up of Right to
Buy. In the 1980s, after an initial swell of interest, demand stabilised until the
government increased discounts in 1984 when the maximum discount of 50 per cent
on all properties was raised to 60 per cent for houses and 70 per cent for flats.

Subsequently, Right to Buy purchasing hit a peak in 1990-91 when almost 800
properties were sold in just one year.

Right to Buy properties sold in Brent 1981-2016
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Source: Brent Housing Partnership

In line with national trends, Right to Buy sales declined in the 1990s after the end of
the property boom, the beginning of an economic recession and period of high real
interest rates. Demand was dampened down again when the Government in 1999
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replaced the 50% discount with capped limits, which in 2003 were cut to just £16,000
in London, and after the 2008-11 economic recession, Right to Buy purchases fell. 7

Perhaps the main reason for a revival from 2013-14 was that the Government greatly
increased the size of the Right to Buy discount on offer — from April 2012 the
Government increased the maximum cap on the Right to Buy discount to £75,000,
and as part of 2013 Budget the maximum discount available in London rose to
£100,000 with effect from 25 March 2013. The Government was clear that it felt sales
were too low and increasing discounts would help to push up Right to Buy sales. 8

The current maximum discounts available for the Right to Buy are now £103,900 in
London. However, the current maximum discount cannot exceed 70% of the market
valuation. Family members who are not tenants can financially support a Right to Buy,
but they must have been living in the property for a minimum of 12 months. ® Brent’s
own data shows that two and three bedroom properties have consistently been the
housing stock which has most been sold — few of them were four-bedroom homes.

Table 2: Right to Buy sales in Brent by bedroom size 2004-2016
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That may more reflect the existing scarcity of family-sized homes and the cost of
purchasing even with the maximum discount on offer of £103,900. A consistently far
higher proportion of three-bedroom homes have been sold under the statutory Right
to Buy.

7 ‘The Impact of the Existing Right to Buy’ lan Cole, Stephen Green, Lindsey McCarthy, Ben Pattison Centre for
Regional Economic and Social Research, Sheffield Hallam University, 2015

8 ‘Incentivising the Right to Buy’, House of Commons Library briefing paper, pp.11-13
® www.bhphousing.co.uk/tenants/buying-my-home-right-to-buy/how-much-discount-for-right-to-buy/
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At the point of writing the report, the regulations for the Housing and Planning Act had
not been published and the level of discount for tenants had not been confirmed.
However, the Chief Executive of Innisfree John Delahunty reminded the task group
there is a strong political imperative to the policy, which is a manifesto commitment. 10
It's possible that the size of the maximum discount could be greater than anticipated,
and greater than the amount in the pilot schemes.

The task group asked the housing associations’ representatives who took part in a
themed discussion for their modelling of sales under the extension of Right to Buy.
Evidence from the housing associations suggest that while there may be high pent-up
demand and interest from tenants, London’s high house prices and low median
incomes will limit the take up.

Network Homes estimated sales of up to 5% of its current general needs stock over
the next three years. That is based on an assumption that around 3,000 of its Brent
tenants will be eligible. However, its own anecdotal evidence is that valuation of
properties will be the key and tenants already feel that house prices are too high and
they won’t be able to afford to buy. '

Genesis calculates that about 1% of its properties will be sold each year. As it has
3,500 rental properties in Brent this would mean sales of about 35 a year in the
borough. 2 Origin told the task group that it was modelling for a 7% loss of housing
stock over 4 years, but this figure applies to Origin’s total housing stock across several
London boroughs. 13 As Network Homes has the maijority of its stock in Brent, it seems
reasonable to the task group that its modelling is closest to the number of homes which
could be sold in Brent.

The registered providers’ modelling of the likely loss of housing stock confirms the
findings of research by Sheffield Hallam University which estimates that in London just
1% of housing association tenants will be able to afford to buy their own property.

Evidence from the Right to Buy pilot in London suggests take-up in Brent will be low.
Data from the L&Q pilot, in which there was marketing to 19,000 tenants, showed there
were just 1,996 expressions of interest — 10.51% of all tenants — and just 96
applications representing 0.51% of L&Q tenants included in the pilot scheme. Outside
London, expressions of interest and applications were stronger — a housing

10 Task group meeting 3 May 2016

1 Interview, Helen Evans, Network Homes, 25 May 2016
12 Task group meeting 3 May 2016

13 Interview, Karen Wilson, 24 May 2016

14 Tenant Perceptions of the Right to Buy Extension: Evidence from the Big Tenant Survey, Ben Pattison, David
Robinson, lan Wilson. Sheffield Hallam University, February 2016, pp.3-5
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association in south Norfolk recorded that 6.94% of tenants expressed an interest and
2.81% of tenants in the pilot later applied to purchase under the Right to Buy. 1°

Again, Brent’s own historical data offers some insight into why high pent-up demand
and expressions of interest may not translate into sales under the new Right to Buy.
Consistently, the number of applications has dwarfed actual sales for both houses and
flats. The largest differential was in 2012-13 and followed the Government’s
announcement of an increase in the maximum discount available in London for Right
to Buy, which suggests the resulting publicity fuelled a surge of interest.

Table 3: Right to Buy applications and purchases in Brent 2012-2016
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Source: Brent Housing partnership
Evidence from the statutory Right to Buy nationally is that purchases are more

common in areas where house prices are low and tenants are in full-time work, and a
high proportion of the purchasers are of working age and in full-time employment. 16

4.2 Income and demand

15 Inside Housing, 15 April 2016. No time period for the collection of this data was given in the article.

16 “The Impact of the Existing Right to Buy’ lan Cole, Stephen Green, Lindsey McCarthy, Ben Pattison Centre for
Regional Economic and Social Research, Sheffield Hallam University, 2015
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The research by Sheffield Hallam University showed that in the 1990s low-income
households were generally not the most common household type who purchased.
Nationally, the most common type was a two-parent family with children at school, and
most purchasers were drawn from lower middle class or skilled working class
backgrounds, and only a minority of households had incomes in the lowest quartile. 7

Household incomes will be important to influencing effective Right to Buy demand.
The housing associations who the task group interviewed did not have data available
on tenants’ incomes, and no wider data from the social housing sector exists.
However, the median household income in Brent is £39,630, far lower than the London
median income of £51,770, and it is probably reasonable to assume that the median
income of housing association tenants is lower still than the median average, which
with the high house prices in Brent would mean incomes are too low to make
purchasing realistic and would disqualify them from being accepted for a mortgage. '8

However, an external shock to the economy in the future could weaken the housing
market and push down aggregate prices, closing the affordability gap. As the task
group was completing its report, housing associations were warning that their
development plans could be affected by the economic uncertainty following the
referendum on the United Kingdom’s membership of the European Union. 9

The qualitative evidence of tenants’ representatives supports the low estimates of take
up. From talking to residents, they did not think there would be a large initial demand
for the Right to Buy and thought take up would be low, and could cite only a few
examples of people they know who were now thinking of taking up the Right to Buy.

John Harrison, Chair of Catalyst Brent Residents’ Forum, said that generally many
tenants’ incomes were low and many were in unskilled work on temporary or zero-
hours contracts which meant getting or applying for a mortgage would be hard. 2°

However, the task group feels there needs to be caution about estimates just based
on individual income. Paul Negi, Markets and Business Development Director of
Genesis, rightly pointed out that there were caveats to calculations of demand for Right
to Buy based on household income. Firstly, other members of a tenant’s family may
well participate; secondly the financial services industry may put products in place to

17 ‘The Impact of the Existing Right to Buy’ lan Cole, Stephen Green, Lindsey McCarthy, Ben Pattison Centre for
Regional Economic and Social Research, Sheffield Hallam University, 2015

18 Household income derived from 2011 census data
19 Inside Housing, 1 July 2016
20 Task group interview, 14 June 2016
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enable purchases for those on low incomes which could skew the figures towards
higher take up. 2!

This view was supported by other housing associations. Origin, drawing on Camden’s
experience, said that individual income doesn’t necessarily drive purchasing, there are
wider household and family incomes which should be taken into account. Anecdotally,

they were aware of cases where grandchildren had helped to buy a grandparent’s flat.
22

In all, while the task group believes that perhaps only around 1% of social housing will
be sold each year by the extension of Right to Buy to housing association tenants,
there are many consequences arising from the policy as well as a weakening of social
housing supply. Furthermore, the council has accumulated lot of experience of its own
from the Right to Buy which could be used to mitigate any negative effects of the policy
on the borough.

Recommendation 1:

Strategic Director Community Wellbeing convenes a working party dedicated to
Right to Buy with registered providers which meets to monitor the impact of the
policy in Brent and helps to mitigate any potential problems which are caused.

4.3 Exemptions

Under the voluntary agreement registered providers have the discretion to exempt
housing for sale. Naturally, each housing association is developing its own position to
exemptions, but that means there is not a co-ordinated approach across the borough.

Network’s position is that it will have an open scheme and it will implement Right to
Buy except where properties are subject to regeneration. Other exemptions will be
those properties already outside of the statutory Right to Buy such as older people’s
housing and specially adapted housing. Network has said that larger family-sized
homes of three and four-bedroom properties will not be exempt but will be looked at
case-by-case on application. The housing associations’ policy is not just for Brent and
will apply in all local authority areas in which it operates. 23

21 Task Group interview 3 May 2016
22 Task Group interview with Karen Wilson 24 May 2016
23 Network Homes interview 25 May 2016
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Metropolitan has said its approach on the voluntary Right to Buy is still being
developed, but exemptions will include properties where a preserved Right to Buy
exists following stock transfer arrangements and those properties where the Right to
Acquire exists. Origin will be seeking to exempt properties from Right to Buy which
were not built with public funding such as its charitable and legacy stock and specialist
housing stock. Also, Origin said that housing associations would be unlikely to sell
some stock built under Section 106 because of legal agreements stating which mean
it should be social housing in perpetuity.

For Apna Ghar there is an ethical issue around exemptions because if its specialist
stock was excluded from the new Right to Buy it would mean that disabled people
were excluded from the opportunities open to all.

Exemption is obviously a key issue for the local authority. The Cabinet Member for
Housing and Development and senior officers also supported the principle of
exempting scarce stock such as family-sized properties and older people’s housing.
As they made clear, the question for the local authority is how it can influence the
approach taken by registered providers who under the voluntary agreement are free
to determine their own exemptions.

The task group’s view was that exemptions should be borough specific and that this
was the time to set out a co-ordinated position to all registered providers operating in
Brent.

Recommendation 2:

Cabinet Member for Housing sets out a common position to all registered
providers operating in Brent that the local authority would like homes of four
bedrooms or more, specially adapted housing, and older people’s housing
exempted from the Right to Buy.

4.4 One-for-one replacement

The task group found that larger housing associations such as Genesis are confident
that because of their significant development pipeline that they can replace any
property lost through Right to Buy on a one-for-one basis and there would be no or
very little time lag. Network also feel that they can do one-for-one replacement, or even
two-for-one, and that its housing stock will actually continue to grow over the medium-
term.

However, the picture is more difficult for smaller housing associations which do not
have big development programmes. Apna Ghar told the task group that because its

19

Page 39



accommodation was specialist there could be a time lag of up to four years if
wheelchair units were lost under the Right to Buy and then needed to be replaced. 24

Even with the release of receipts from the Right to Buy, housing associations are up
against the underlying problems of land scarcity and the rising costs of development.

John Delahunty, Chief Executive of Innisfree Housing Association, said:

“There is a risk for smaller housing associations that they won’t be able to spend the receipts
from Right to Buy. It is very difficult to magic up a site so an alternative for replacement could
be buying on the open market.” 25

However, the task group is extremely concerned that there is no obligation in the
legislation or voluntary agreement for any property sold in Brent to be replaced in Brent
or for housing of the same type or tenure of housing to be replaced in the borough.

Because of the trans-borough nature of the large housing associations it’s likely that
replacement will be outside Brent and outside London where land is far cheaper. That
means in effect that receipts from sales in Brent will end up being spent on housing
outside the borough.

The housing associations were open that in order to be able to cross-subsidise social
housing they were having to develop more housing for market sale or rent, and that
new developments would not have the same amount of social rent as in the past. The
task group is concerned that the balance of social housing will shift in the long-term
as a result towards low-cost home ownership or Starter Homes and away from social
rents.

In addition to ensuring there is at least one-for-one replacement, the local authority
needs to do what it can to ensure that type and tenure meet the borough’s needs.
Brent has a high number of larger families who need four-bedroom sized homes, but
these are unlikely to be replaced if sold under the voluntary Right to Buy.

The task group heard from the Operational Director for Housing that they are
discussing with one housing association an agreement involving the use of Right to
Buy receipts which would mean that if stock was sold in Brent, it would be replaced in
the borough. The task group welcomes this approach and encourages it as a way of
keeping homes in Brent; however, the local authority must ensure the replacements
are of the right type and tenure for the needs of the borough’s population.

24 Task group meeting 3 May 2016
25 Task group meeting 3 May 2016
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Recommendation 3:

Strategic Director Community Wellbeing and Cabinet Member for Housing develop
agreements with housing associations and the Greater London Authority which
maximise the number homes replaced in Brent, including four-bedroom properties, as
well as homes for social rent.

4.5 Fraud

Fraud from Right to Buy was a concern expressed by all housing associations the task
group spoke to. The London Boroughs’ Fraud Investigation Group estimate that
around three per cent of Right to Buy discount applications in the capital could be
fraudulent. 26

This type of fraud can be multi-faceted. Common examples of it can include a
misrepresentation of circumstances or length of tenancy to gain a greater discount
than entitled, concealing tenancy history such as rent arrears, attempting to purchase
a property whilst not using it as a principal home, or submitting an application for
someone who does not live at the property at which the application was first made. 27

The task group did not think that there would be a dramatic overnight growth of Right
to Buy fraud but felt that there may be an increase and was concerned about how well-
placed smaller housing associations would be to cope with preventing it in future.
Again, the larger registered providers said they had experience of dealing with fraud
in shared ownership and part ownership/part rent and have already put system checks
in place.

Brent Council already offers an anti-fraud service and a number of housing
associations already use the service. Brent Council now operates audit and
investigation under a shared service with Ealing, Brent and Hounslow as partners.
They jointly have a great deal of expertise and have built up a considerable body of
knowledge and experience in this area which can be shared or made available to
housing associations.

Recommendation 4:

Strategic Director Community Wellbeing invites housing associations operating
in Brent to fund jointly an anti-fraud investigator for a time-limited period to help
housing associations’ investigations into Right to Buy fraud and offer free
training for staff on fraud and speculative buying practices.

26 ‘Protecting the London Purse 2015’, London Boroughs’ Fraud Investigators Group, 2015, pp.31-32
27 ‘How to Prevent Right to Buy and Right to Acquire Fraud’, Chartered Institute of Housing, November 2013
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4.6 Advising tenants

The differential between expressions of interest and sales under Right to Buy from
Brent’'s data suggests some tenants have imperfect information about Right to Buy.
Yet, the task group believes it is important that when tenants of housing associations
are considering buying their own home that they have made available to them the full
extent of the financial and maintenance responsibilities so they can make an informed
decision, and this should include information about the responsibilities of becoming a
leaseholder.

Furthermore, tenants who are considering the step of buying their own home need to
make sure they are up-to-date and informed about mortgage products, property law
and interest rates so they can meet financial obligations and make an informed choice.

Housing associations and Brent Council are already doing a lot of excellent financial
inclusion work. Although it is often aimed at the poorest residents, the task group felt
that Right to Buy should be integrated into existing financial inclusion strategies. Also,
that tenants are given information about the responsibilities of becoming a leaseholder
and the financial demands of buying their own home when they express an interest.
This also relates to the point in 4.2 about the operation of some companies in the
market.

Recommendation 5:

Director of Policy, Performance and Partnership to consider integrating Right to
Buy into Brent’s financial inclusion strategy so that tenants are better informed
about interest rates, mortgages, cost of major works, responsibility for repairs,
and the operation of companies who encourage purchasing of homes under
Right to Buy.

4.7 Private rental market

The national experience of Right to Buy is that more properties end up in the private
rented sector as some of those sold under extended Right to Buy over time are
converted to rental accommodation by their new owners. 228 Research shows this is an

28 ‘Extending the Right to Buy’ National Audit Office, March 2016, p18
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existing problem in Brent with the amount of private letting and subletting actually
increasing. 2°

The task group is concerned that the growth of private renting as a result of extending
the Right to Buy homes may affect the stability or cohesion of some neighbourhoods.
Brent's housing strategy has already outlined the rapid growth of the private rented
sector and the associated problems of quality of accommodation which it has brought.

Furthermore, tenants’ representatives highlighted the mixed effects on communities
of increasing numbers of homes in the private rented sector from the statutory Right
to Buy. There can be problems associated with subletting and housing management.

John Harrison, Chair of Catalyst Brent Residents’ Forum, said:

“Some people have bought up a portfolio of Right to Buy properties. Instead of a responsible
social landlord you get private landlords who are not always good, with little proper
management and it can be very bad at the extremes.”

The task group accepts that it would be very difficult to stop Right to Buy homes going
into the private sector, and ultimately it has to be for a tenant to choose what they do
with their own private property. In addition, it's not opposed to having mixed tenures
and acknowledges that some private rented housing can also have positive effects.
However, it felt that we can learn from some of the lessons of the statutory Right to
Buy and start to try and mitigate some of the possible negative effects by sharing
knowledge.

Recommendation 6:
Cabinet Member for Housing requests that housing associations advise

tenants of their financial options, and inform them of the wider responsibilities
of becoming a leaseholder as part of the purchasing process for Right to Buy.

5.0 Social housing supply

The task group has looked at how social housing supply in Brent may be affected by
the Housing and Planning Act 2016 and Welfare Reform and Work Act 2016 and what
supply-side measures can be taken to improve the availability of social housing stock.

2 Inside Housing, 14 August 2015
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5.1 Brent’s social housing

Brent has 60 registered providers, including Brent Housing Partnership and four
housing co-operatives. G15 housing associations operating in Brent include
A2Dominion, Catalyst, Circle, Family Mosaic, Genesis, Hyde, L&Q, Metropolitan,
Network Homes, Notting Hill, Peabody and Southern Housing. There are also some
G320 housing associations. Together, housing associations provide almost 20,000
units in general rental, low-cost ownership, supported and older people’s housing.

Table 4: Units owned by registered providers in Brent of all types

Housing type Number Percentage
of units of total

General needs rental 14,839 77.4%

accommodation

Low-cost home 2,317 12.1%

ownership

Supported housing 1,042 5.4%

Older people’s 969 5.1%

housing

Total 19,167 100%

Source: Homes and Community Agency, Statistical Data Return 2014-15

However, almost half of the registered private providers own fewer than 100
properties, and provision is dominated by a few of the large housing associations. 30

Network Homes and Genesis are by far and away the biggest housing associations
and between them own almost half the stock of rental accommodation in Brent.
Together, the five largest — Network Homes, Genesis, Metropolitan, Catalyst and L&Q
— account for more than 70% of rental accommodation. Octavia, Origin and ASRA are
the only non-G15 housing associations with a large amount of general rental housing.

Table 6: Top ten owners of rental accommodation in Brent by housing association

30 The 60 includes registered providers set up by housing associations for low cost home ownership or to
provide supported housing.
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Rank | Registered Number of rental | Total percentage of rental
provider accommodation owned units accommodation in Brent
1 Network Homes 3,568 24.0%
2 Genesis 3,389 22.8%
3 Metropolitan 1,649 11.1%
4 Catalyst 1,590 10.7%
5 L&Q 979 6.6%
6 Hillside 728 4.9%
7 Family Mosaic 509 3.4%
8 Octavia 359 2.4%
9 Origin 293 2.0%
10 ASRA 290 1.9%

Source: Homes and Community Agency Statistical Data Return 2014- 2015

However, it’s likely that this structure will change as the larger housing associations
consolidate. Since the task group started it was announced that Sanctuary Group and
specialist social landlord Housing & Care 21 will merge, and there will also be a merger
of L&Q, Hyde and East Thames to create the UK’s fourth biggest house builder;
Genesis and Thames Valley Housing Association have agreed in principle to merge. 3

The task group is concerned about concentrating ownership of housing associations
and any loss of smaller housing associations. The policy experts also highlighted this
as a problem for a local authority. Martin Wheatley from SHOUT said that there are
sensible arguments in principle because bigger organisations can have a stronger
balance sheet and do more development; however, there are also disadvantages to
mergers, which may not always work out. Also, he pointed out, for an individual local
authority one effect of the recent mergers of the larger housing associations into ever
bigger organisations is that it could be become a proportionately of less importance to
them. 32

It may no longer be realistic for one local authority to be able to negotiate on equal
terms with such large organisations. Therefore, the task group calls for far greater
cross-London working with other local authorities. The task group heard from the
Operational Director for Housing that discussions have already started with a number
of local authorities in the capital.

Recommendation 7:

31 Inside Housing 6 April 016, 7 June 2016; Inside Housing 4 November 2015
32 Task group meeting 13 June 2016
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Cabinet Member for Housing ensures a working party of registered providers
convened around the Right to Buy extension shares information and expertise
about properties going into the private rented sector.

Brent has a number of small housing associations — part of the G320 — who are based
in the borough who offer more niche provision than the larger registered providers. For
example, Apna Ghar, which is based in Wembley, houses people from all backgrounds
and was set up in 1979 to offer housing and support particularly to disabled people. 33
Similarly, Innisfree, which is based in north-west London, was founded in 1985 to meet
the housing needs of the Irish community in Brent and now offers wider provision to
all.

The task group was impressed by the wider community work done by smaller
registered providers and noted their community ethos and roots in the borough. The
task group is of the view that the niche role of the small organisations adds a lot to
Brent’s social housing landscape and this view was shared by the Cabinet member.
However, the smaller housing associations were clear about the challenges for them
from the legislation.

The task group’s view is that bigger is not necessarily better. Smaller organisations
can be just as efficient as larger housing associations. Also for the borough a greater
number of smaller provider offers a greater diversity of provision. As the data shows,
Brent already has a number of very large providers providing most of the social
housing stock.

Clearly, the larger registered providers in Brent have expertise and knowledge in
development and other areas which the smaller organisations may not be able to build
up. In order to protect the role of smaller organisations the task group would like this
expertise shared if possible. This goes to the heart of partnership working which will
be discussed in full elsewhere. The role for the local authority is to initiate and provide
a forum where the smaller associations can be supported.

Recommendation 8:
The Strategic Director Community Wellbeing and Lead Member for Housing to

initiate further discussions with other London local authorities about
collaborative arrangement for provision of social housing in the future.

5.2 Models of social housing

33 www.agha.org.uk/about-apna-ghar-housing-association/, 2016.
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Because of the challenges faced by housing associations it's important for the council
to consider if it should do more to encourage other models of social housing in Brent.
The task group established that housing co-operatives and community land trusts will
be exempted from the Right to Buy and spared the social rent cut of 1% until next year.

Presently, there are four established housing co-operatives, including Arneway,
Cyron, Portobello and Willesden Green Housing Co-operative and the tenant-
managed Kilburn Square Housing Co-operative. The number of units they have is
extremely small at 179 in total across the borough. 34

The task group accepts that these will only provide low numbers of housing units;
however, the task group is of the view that they should be encouraged to play a bigger
role in Brent because they will be able to offer homes as social housing in perpetuity.

Community Land Trusts are a model of social housing which does not exist in Brent
at present. Through London Citizens a land trust has recently been set up in Mile End
in Tower Hamlets and other local authorities including Lewisham and Lambeth have
publicly said they want to develop a community land trust in their borough as well. The
task group heard from the Jonathan Rosenberg, chair of Walterton and Elgin
Community Homes (WECH), — which is in Westminster — that its model of a community
housing association makes it highly responsive to tenants and they are also exempt
from the policy changes affecting housing associations. The community control of
WECH itself regulates the organisation. 35

The policy experts we heard from made the point that these forms of housing can be
difficult to set up because it requires expertise and a great deal of commitment.
However, we should test if there is interest in the borough. Also, we need to recognise
that this model of housing has been successful and has worked well elsewhere.

While recognising that community land trusts and co-operatives will not greatly
increase the supply of social housing we think they can add an important dimension.
There are national organisations such as the Community Land Trust Network and
National Federation of Housing Co-operatives who we can work with to bring some of
the expertise in developing these homes to the borough and testing any interest.

Recommendation 9:

34 Homes and Community Agency, Statistical Data Return 2014-15
35 Task group meeting 13 June 2016
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Brent’s Cabinet Member for Housing to consider setting up a forum for smaller
housing associations to be able to gain expertise and knowledge in business
planning and other areas from the larger registered providers operating in Brent.

Another section of the Housing and Planning Act 2016 places an obligation on the
local authority to make adequate provision of land for self-build plots in the borough.
Other boroughs such as Lewisham have encouraged other forms of Self-Build for
many years. The task group also heard from tenants’ representatives that there would
be enthusiasm for a self-build programme. Again, it's acknowledged that this can
never create a large number of new housing units but it would add another facet to the
profile of social housing in the borough, and the council should consider developing it.

Recommendation 10:

Cabinet Member for Housing and Strategic Director Community Wellbeing put
in place mechanisms to signpost residents to information about the Community
Land Trust Network and Federation Confederation of Cooperative Housing and
self and custom-build networks and organises a one-off event to stimulate
interest in developing other social housing models.

Recommendation 11:

The Strategic Director for Community Wellbeing commissions a feasibility study
about developing affordable Self-Build on marginal areas of council owned-land
which is not suitable for its own house building programme.

5.3 Supply-side measures

One of the most effective supply-side measures a local authority can take is to
increase the supply of land for housing. However, Brent’s land assets are relatively
scarce. There is a consensus about the scarcity of land hindering development. All the
housing associations identified it as a major problem and felt it was one thing which
the council could do much more to help them with. However, the task group obviously
recognises that the council will want to retain what land it has for its own housing
building. However, there could be some scope for the council to be able to release
land to housing associations.

Recommendation 12:
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Brent Council to update its Housing Strategy 2014-19 to weight available
council-owned land not intended for the council’s own house-building
programme towards housing association or partnership developments with
them which house social tenants and vulnerable people in line with the council’s
political commitments.

In addition, to land scarcity, the task group heard from Origin housing about problems
of development because of the bottlenecks private developers are facing, particularly
around the scarcity of staff with the right technical skills. Brent Council has its own
strategy for skills, which was incorporated in the 2014-19 Housing Strategy, and it
could be reviewed in the future with a specific commitment to reduce the scarcity of
technical skilled staff for housing building and construction to help social housing

supply.

6.0 Social rent reduction

From the themed discussions the task group had with housing associations it’s clear
that the social rent cut, which was in the Welfare Reform and Work Act 2016, is putting
severe pressure on them and severely disrupted their long-term business planning.

Network estimates it will lose around £45million over four years but feels that can be
absorbed. 36 Origin housing association said that the effect of the 1% rent cut will be
to take out £3million of its annual income by 2020, which equates to 8% of turnover;
however, in the socially rented part of Origin’s income, it will be closer to a 12% loss
of income. There was also a feeling among housing associations that the 1% cut over
four years may be extended again by the Government, which would ‘come back for
more’. 37

Tenants’ representatives the task group spoke to did not think it would benefit their
residents significantly. One described it as ‘a few quid a week’ which won’t be greatly
noticed. Moreover, they pointed out that because many tenants receive Housing
Benefit, the 1% cut will not be noticed by them at all, but registered providers will lose
income. 38

Recommendation 13:

36 Network Homes interview 25 May 2016
37 Task group meeting 3 May 2016
38 Task group meeting 14 June 2016
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Brent Council to continue to work closely with social landlords in the borough
to evaluate the effects of welfare reform, in particular the overall benefit cap,
and to develop appropriate processes and procedures that facilitate the
achievement of this.

6.1 Welfare reform

The social rent reduction will by reducing income hinder the ability of housing
associations to deliver advice and support around employment and welfare. Also, the
extent of changes in Welfare Reform and Work Act 2016 will put pressure on their
existing welfare advice services. Brent is one of the boroughs which has been most
significantly impacted by the overall benefit cap and welfare reform generally since
2013. On 31 March 2016, there were 654 households subject to the overall benefit
cap in the borough of which 133 were in the social rented sector. However, as the cap
is reduced again the figure is likely to rise.

Genesis acknowledged that the one-to-one advice it offers at the moment may have
to change because of the scale of tenants affected by welfare changes; Arneway
Housing Co-operative also said the introduction of Universal Credit was of major
concern to them. Tenants were also very concerned about the effects on people and
their ability to pay rent. 3°

The task group’s view is that the local authority needs to work more closely with
registered providers in this area, and again because of the wide expertise it has there
can be more information sharing and support to help them and their tenants navigate
their way through the changes.

7.0 Pay to Stay

The Housing and Planning Act 2016 only compelled local authorities to introduce Pay
to Stay. However, housing associations can introduce it voluntarily. None of the
housing associations said they had any plans to implement a Pay to Stay because of
the problems of administration and other technical difficulties as a considerable barrier
to making the scheme work. They all also pointed out the issues around tapering and
adverse consequences such as removing incentives to work or improve training and
skills for tenants, which runs contrary to a lot of the welfare reform and employment
support work they have been doing. Housing associations also said the amount of

39 Task group meeting 3 May 2016; Task group meeting 14 June 2016
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money it would collect would also be small, and would probably not outweigh the costs
of administering a Pay to Stay scheme. 40

Chris Bull, Head of Housing at Metropolitan, said:

“The policy raises more questions than answers. It could disincentivise work and a model would
have to be found where it didn’t penalise people for working.”

However, the task group noted that none of the housing associations who took part in
the themed discussions explicitly rejected the idea of Pay to Stay. Indeed, at board
level Metropolitan is supportive of Pay to Stay in principle. Innisfree housing
association acknowledged that when it had raised the issue, many of its tenants felt
£40,000 was a very high income and it was fair for those earning that much to pay
more.

After considering the scheme the task group rejects it in principle because it does not
believe that £40,000 — the threshold for the statutory scheme — is a high household
income in London. In Brent median household income is only £39,500, which is just
below the threshold, and it could be introduced at a rate which as has been pointed
out creates barriers to work and higher pay.

Therefore, it's important that any voluntary introduction of this policy in Brent is
monitored in the future.

Recommendation 14:

Cabinet Member for Housing to request that housing associations operating in
Brent report regularly to the council outlining any progress they are considering
in implementing Pay to Stay.

8.0 Partnerships

Brent Council’s partnerships with registered providers were identified in its housing
strategy as important to delivering its own housing policies and objectives. At present
Brent Council doesn’t have ‘preferred partners’ as some local authorities do or a
strategic partner as such; instead it has good broadly based relationships with all
housing associations.

At present Brent Council organises a Registered Providers’ Quarterly Forum. In the
past this was known as the Brent Housing Group and it had sub-groups to discuss
specific issues. All the registered providers in the borough can attend and there is

40 Network Homes interview 25 May 2016
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discussion and a sharing of ideas. There was a very strong commitment to partnership
working with Brent Council across the board from registered providers the task group
spoke to. However, they pointed out some problems with it, for example, staff churn in
the local authority can make partnership working and dialogue with Brent Council
harder.

The task group found that other boroughs such as Camden go further in their
partnership working and in addition to organising forums publish an annual social
housing report with contributions from members, the local authority and registered
providers. The task group also thought there could be an annual meeting to co-
ordinate partnership working, which has existed in Brent in the past although it
understands that officers are working with fewer resources today. Also, that forums
could be more frequented and organised around specific issues.

In general, the measures and greater partnership working would help to create a sense
of the housing associations a family of organisations who while in competition with
each other also share an underlying unifying ambition of meeting housing need for
Brent’s residents.

Recommendation 15:

Cabinet Member for Housing organises more frequent forums around specific
issues such as rents, welfare reform and employment as well as linking with
London-wide housing groups so there can be a useful exchange of information
and expertise.

Recommendation 16:

The Strategic Director of Community Wellbeing organises a housing summit
each year to bring together all the registered providers in the borough in
addition to the regular quarterly forum meetings.

Also, tenants’ representatives do not at present seem to feature in Brent’'s partnership
working. There are some housing associations operating in Brent, not the ones the
task group spoke to, which have no organised body for their tenants. Brent’s housing
strategy is committed to resident involvement in housing, but the task group fears that
this is not always being developed for housing association tenants. More could be
done to promote it.
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Recommendation 17:

In collaboration with housing associations, Brent Council develops
mechanisms that will enable housing association tenants to share their
concerns and service priorities..

Tenants’ representatives said that the experience of representation at the highest
levels of housing associations varies. In the past, there has been greater
representation on boards. The task group feels that with the important policy changes
arising from the Housing and Planning Act 2016 and Welfare Reform and Work Act
2015, it is time to re-energise tenant involvement and participation in the borough.

Recommendation 18:

Cabinet Member for Housing to write to housing associations to encourage
tenants’ representation at the board level of housing associations by bottom-up
elections.

The task group weighed the evidence for and against preferred partners and found
that it would be against it. However, the task group feels it is important that the local
authority is clear it wants to deepen its partnership working with registered providers
which are committed to their social mission and do not sacrifice their social purpose
just in favour of building up surpluses from development of new homes. It's important
there is a unity of purpose between the local authority and the registered providers it
works with.

Therefore, the local authority should be clearer about housing organisations it wants
to work with.

Recommendation 19:

Cabinet Member for Housing to develop a partnership model which is more
weighted towards those providing in-demand tenures and housing.
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APPENDICES

Task group membership
Councillor Tom Miller (Chair)
Councillor Janice Long
Councillor Arshad Mahmood
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Councillor Jun Bo Chan
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The Brent Council scrutiny officer who supported the work of the task group was
James Diamond.

The task group would like to thank the following who took part in its themed
discussions or advised it on policy.
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Martin Wheatley, SHOUT (Social Housing Under Threat)

John Harrison, Chair of Catalyst Brent Residents’ Forum
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Agenda Item 6

‘ O‘ Cabinet
— 15 November 2016

Report from the Strategic
Brent Director, Community Wellbeing

For Action Wards affected: All

Housing Management Options Review

1. Summary

1.2 This report sets out the results of a review of options to provide housing
management services to the Council's tenants and leaseholders undertaken
over the past four months.

1.3 Cabinet commissioned the review because of the challenges presented by the
government’s housing and welfare reforms and in light of concerns with BHP’s
performance.

1.4  As part of the review the views of a sample of tenants and leaseholders were
obtained on current services and priorities for improvement. Members were
engaged through briefing sessions and BHP’s Board, senior leadership team
and staff were also engaged and briefed.

1.5  Three options have been assessed through the review:

1. To continue with BHP on a reformed basis
2. To bring the service in-house
3. To enter into partnership with another organisation to provide the service

1.6 Common principles have informed the design of each of the options to address
current weaknesses and to take account of new and leading models of modern
service delivery in the social housing sector. The options have all been
optimised in their design.

1.7 There is scope under all the options for further integration with the Council in
the areas of public realm management, dealing with anti-social behaviour and
to reform customer service arrangements. There is a high degree of similarity
between the arrangements for the In-house and Reformed BHP options but
more difference for the Partnership option. A key difference between the
options is that of governance.

1.8 The options have been evaluted against criteria based on those agreed by
Cabinet. It is apparent that each of the options could work but there are key
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1.9

2.1

2.2

2.3

3.1

3.2

3.3

differences in relation to control, leadership and the complexity and timing of
implementation. A key consideration is the contribution each makes to the
financial savings required to sustian the Council’'s housing finances over the
longer-term. The BHP Reformed option only generates modest savings but the
Partnership and In-house options realise more significiant savings, though
further savings will need to be made through changes to service delivery and
efficiency.

In light of the evaluation it is concluded that the In-house option offers the best
prospect of achieving the service transformation to deliver high-quality services
at significantly reduced costs, benefitting from the Council’s wider experience
in doing so in recent years. Accordingly, this report recommends to Cabinet
that the In-house option be the preferred option. If agreed consultation will then
be undertaken with all tenants and leaseholders and the results of this will be
reported to Cabinet for a final decision.

Recommendations
That Cabinet:

Agree that the preferred option for future housing management service
provision to the Council’s tenants and leaseholders is Option 2, an In-house
service, subject to consultation;

Authorise officers to undertake consultation with Council tenants and
leaseholders on the preferred option as set out in paragraph 2.1 and to then
provide a further report to Cabinet on the responses to that consultation to
inform a final decision on future housing management service arrangements.

Instructs officers to report further on appropriate arrangements to provide for
effective oversight and scrutiny by members and residents of the housing
management service should the final decision be that the service be provided
in-house.

Detail

In June 2016, the Cabinet decided to undertake a formal review of how to
deliver housing management services for its housing stock. The review has
now been completed. The findings and conclusions are set out in full in the
attached Review of Housing Management Options Report. A summary of these
is provided in the following sections:

Background to the Review

Brent Context: The housing stock and its management

BHP Performance

The Options

The Evaluation Criteria, Evaluation of the Options and Implementation
Conclusion on the Preferred Option

Background

Cabinet decided in June to undertake a review of Housing Management options
for its housing stock. This was prompted by two main considerations.

Firstly, the government’s Housing and Planning Act (2016) and other measures
will have a significant impact on the Council’s housing stock including on its
future size, financial performance and management over coming years. The
prescribed reduction in rents between 2016 and 2020 will significantly reduce
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3.4

3.5

3.6

3.7

3.8

3.9

3.10

rental income to fund services and the government’s other reforms are likely to
reduce the size of the Council’'s stock and further reduce income and
undermine economies of scale. It was therefore appropriate to consider the
implications for housing management services and how these could best be
developed and delivered in the context of these challenges.

The second consideration was the performance of BHP, the Council’s existing
Arms-Length Management Organisation (ALMO). The Council entered into a
new 10 year Management Agreement with Brent Housing Partnership (BHP) in
April 2013 for the management of the Council’s housing stock. This required
BHP to provide services and achieve performance in accordance with an
annually agreed Delivery Plan. In 2015/16 BHP failed to achieve the required
outcomes and performance standards in a number of respects. In January
2016 BHP put a recovery plan in place to address the areas of concern over
the period by the end of October 2016.

In view of both the challenges presented by the government’s reforms and the
issues of concern in respect of BHP’s performance the Cabinet concluded it
was necessary to consider afresh the most appropriate arrangements for the
management of the Council’s stock.

In June 2016 Cabinet therefore commissioned a formal review of Housing
Management Options for the Council’'s Housing stock, with the options to be
considered being:

1. To continue with BHP on a reformed basis

2. To bring the service in-house

3. To enter into partnership with another organisation to provide the
service

The review has been undertaken over the period from July to October 2016. It
has been led by the housing service and been informed by a cross Council
group with representation from all Council departments and been guided by the
Council’s Corporate Management Team. The review has also been supported
by external consultants who have provided additional expertise and experience
from across the social housing sector. The review process is set out in detail in
the Review report which accompanies this document.

Brent Context: The Housing stock and its current Management

The Council’'s Housing Stock comprises almost 11,500 homes, of which
approximately 7,700 are tenanted and 3,700 are leasehold, and is concentrated
in the South-east of the borough. Homes are primarily flats on small and medium-
sized estates but with a significant minority of street properties, mainly converted
to flats.

Average occupancy for tenanted and leasehold properties is 3.3 and 4.8 persons
respectively, with the latter in part reflecting the extent of private letting of
leasehold properties, giving a total of around 43,000 residents or over 1 in 8 of
Brent’s population. Around a third of tenants are over 60 years old. 4% of tenants
have a disability and 8% have a vulnerability.

The Council is responsible as a landlord under the tenancy and leasehold
agreements with each household to provide housing management and
maintenance services. The Council’s relationship with its tenants and
leaseholders is therefore a different one from that with other borough residents
as it is primarily a contractual one under which these households pay rent or
service charges in exchange for specific services.
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3.11

3.12

3.13

3.14

3.15

3.16

3.17

3.18

Since 2002 the Council has delegated responsibility for both management and
maintenance services to a wholly-owned arms-length management company,
Brent Housing Partnership (BHP) through a Management Agreement. The
current management agreement was entered into in April 2013 for a 10 year
term.

Under the Management Agreement the Council sets the strategic direction and
priorities for the service, and the required budgets, and BHP is operationally
responsible for the delivery of these services. A delivery plan is agreed annually
between the Council and BHP which sets out priorities for service improvement
and delivery and corresponding targets.

BHP is a separate legal entity as a company and is governed by a Board of 13
directors comprising residents, Councillors and independent persons with an
independent chair. Its Managing Director and Executive team are responsible to
the Board.

BHP provides the full set of landlord services, either directly or by contract
management of relevant contractors. The main services are:

o Tenancy Management — tenancy agreement compliance, lettings, rent
collection, resident engagement, dealing with anti-social behaviour; RTB
application; and client responsibility for two Tenant Management
Organisations and for the management contract for the Travellers site at
Lynton Close.

o Leaseholder Management — All lease issues; service charges and
consultation and charging for major works.

o Property services — Communal cleaning, estates management, grounds
maintenance (through the Council’s public realm contractor), responsive
repairs, health and safety compliance, planned maintenance and major
works. Since 2014 repairs and maintenance have been provided mainly
through an Asset Management contractor, Wates.

o Development services — the delivery of a new-build programme on existing
estates

BHP operates a call-centre handling around 83,000 calls per annum, the majority
of which relate to repairs. It is responsible for dealing with Stage 1 complaints
and member enquiries and has a small communications team, a finance team,
governance and HR resources.

The Council provides under SLAs a number of support services to BHP including
accommodation at the Civic Centre, IT, payroll and legal support.

BHP Performance

In response to a number of performance concerns a Recovery Plan was put in
place by BHP to run from January to October 2016. The Recovery Plan set out
specific actions and outcomes required in response to the main areas of concern
and some key performance targets. A formal notice of breach was also served
under the Management Agreement in respect of specific concerns, requiring that
they be remedied by the same deadline.

Performance and progress over the period has been assessed as part of the
Review and the findings are set out in more detail in the Review report. Most

Page 60



3.19

3.20

3.21

3.22

3.23

3.24

3.25

3.26

3.27

actions and outcomes required under the Recovery Plan have been completed
and achieved and significant progress has been made in a number of areas.

A key concern was the performance of the planned maintenance programme in
2015/16 which was substantially under-delivered, with significant contract
management weaknesses identified through an audit investigation. These issues
have been addressed and there is a good level of confidence that this year’s
programme will be delivered to time and budget and advance planning is already
underway for next year’s programme.

The timeliness of response to complaints and member enquiries was another
area of concern and this has been addressed with response times being met. A
significant proportion of complaints relate to repairs but overall complaint levels
are comparable with other housing organisations, though higher than for the best
service providers.

Customer service response has improved with a very high percentage of calls
answered over the last quarter and waiting times significantly reduced though
these remain longer than the corporate standard.

There remain, however, areas of continuing concern which are reflected in levels
of customer satisfaction in particular with repairs, resident involvement and with
the service overall.

To inform the review, the views of tenants and leaseholders about current service
performance and priorities for improvement were sought through a telephone
survey of 600 residents and through a set of focus groups. This research
identified three areas of greatest concern and priority for improvement: repairs
and maintenance, anti-social behaviour and the quality of homes.

Over the last 18 months satisfaction with repairs has not improved and remains
unacceptably low with a third of tenants and two-thirds of leaseholders not
satisfied with the service. The primary concerns are outstanding repair works
and the failure to complete repairs on the first visit. Progress in this area depend
on the contractor making a number of key service changes, and these are due
to be introduced and become effective over the next two months. It is clear,
regardless of the future housing management option chosen, that improvements
to the repairs service is both urgent and of the highest priority.

The recent survey identified a low level of satisfaction with how anti-social
behaviour is managed. Similarly, around half of residents were not satisfied with
opportunities for resident involvement.

BHP have regularly monitored overall satisfaction levels with the service over the
last 18 months. There has been little appreciable increase in satisfaction levels
over this period (and no increase at all over the Recovery Plan period). With
barely half of leaseholders and two-thirds of tenants being satisfied with the
service, BHP ranks well below the strongest providers in the sector, but it is
recognised that there is a time lag between the introduction of service
improvements and their expression in randomised satisfaction survey results.

As part of the review a benchmarking exercise has also been carried out to
compare key performance indicators for council housing services, ALMOs and
Housing Associations in London, with each other and with BHP over the last 3
years. This found a mixed picture with ALMOs performing relatively well, as do
council services (particularly in respect of cost where they perform best) and
housing associations relatively strong and weak in different areas. BHP’s
performance was similarly mixed: good or improving in some areas but in others
showing relative decline compared with other comparators.
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3.29

3.30

3.31

3.32

3.33

The Options

The options are set out in detail in the accompanying Review report. It should be
noted that, whilst there are necessarily differences between the options they
each need to respond to the contextual challenges and changes most of which
are common to all options.

Firstly, each option needs to respond to the areas of evident weakness in the
current services and enable a significant improvement in service quality and
customer satisfaction and do so while generating significant efficiencies and
savings to respond to the financial pressures arising from the government’s
reforms.

Each option also needs to catch-up with wider changes across the social housing
sector, which are accelerating in response to common financial challenges.
Central to these is harnessing digital technologies to enable customers to
interact and transact with services online, and to use data to drive continuing
service design and development. The current service is traditional in nature and
each of the options needs to enable this transformation.

The options also need to respond to Brent's local housing context and Housing
Strategy priorities which are:

e Housing Supply — re-confirming the ambition set out in the original
target of 5,000 affordable homes by 2019, refining this focus to ensure
we get the right affordable housing, and signalling the need to adopt a
wider range of delivery mechanisms if we are to deliver that target

e Housing and wellbeing (rather than housing and employment)—
employment will still have a key role as this will recognise the
importance of employment to sustaining housing and wellbeing

e Private Sector — building on the success of the licensing scheme and
the work of the Housing OBR to deepen our relationship with the private
sector to ensure that we are improving standards and doing everything
possible to help residents, particularly the most vulnerable residents,
find PRS accommodation

e Homelessness — the TA reform plan has been developed since the
original housing strategy was written, therefore the revised strategy will
update in line with the TA reform plan

e Social Housing Improvement — the focus in the original strategy was
improving the Council’s stock and this is one of the key areas that BHP
has failed in. The revised strategy will re-confirm the objectives in terms
of the Council’s own stock, while also creating a clearer focus on the
working with all social housing providers to not only improve housing
quality, but also to deliver wide objectives for place and people.

The leadership and management of the new service also needs to change and
a positive service culture needs to be inculcated that raises morale and is
focussed on customer’s experiences.

Each option has been designed in order to meet the above requirements and to
maximise its potential. Wherever appropriate duplication has been removed to
streamline service delivery and, where possible, reduce cost:

o Public Realm — Existing grounds maintenance — there are issues of

duplication and demarcation between two contractors which are capable
of resolution.
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3.35

3.36

3.37

3.38

3.39

3.40

o Anti-social behaviour — Integration with the Council’'s corporate
community safety service, but working in close liaison with the housing
management service.

) Customer service — repairs reporting could be made directly to the
contractor, with the service monitoring performance and resolving
problems but this can only materialise if there is confidence that the
performance of the contractor at a satisfactory level can be realised and
maintained. There may be scope to integrate the rest of the call-centre
function with the Council’s corporate service under the BHP reformed and
in-house options, or with the partner’s corporate service as relevant.

o Financial Inclusion — This should be provided by the corporately
commissioned service available to borough residents.

o Adaptations — this could be provided by a single service, rather than as
now by both BHP and the Council but this needs further evaluation.

In addition to the common requirements and changes, there are some changes
specific to each option.

The option to continue with a Reformed BHP is emphatically not maintenance
of the status quo. Transformational change in the way in which services are
delivered will be needed, as well as the further integration outlined above.

Governance will be reformed moving to a smaller skills-based board, and a
strengthened client-side function within the Council will be required. Enhanced
customer engagement and resident involvement would be needed. A new
restructured leadership team will be recruited.

An In-house service will provide for full integration with the Council and other
services. Governance and accountability will flow through the Council’s
corporate management to Cabinet. With the loss of the board it will be critical to
provide alternative arrangements that provide for oversight and scrutiny by
residents and Members, drawing on exemplars in other Councils.

While the Reformed BHP and In-house options, and changes required under
each, are quite similar, the Partnership option is more different. The approach
has been informed by informal discussions with a number of Housing
Associations active in Brent with a clear preference for a form of Joint Venture
or housing services company, rather than a contract. There is of course more
uncertainty about how this option would be structured and operate as it would
depend on the partner selected. Broadly it is expected that a number of key
functions would be provided by the Partner’s wider organisation including
support services (instead of the Council as at present) and customer contact
services. The frontline service integration with the Council in respect of public
realm, ASB, etc. would, however, still apply.

Governance would be through a joint board and it is unlikely this would provide

for resident representation. A customer oversight and scrutiny function would be
required.

Evaluation of the Options

The options have been evaluated against criteria drawn from those set out in the
June 2016 Cabinet report and assesses the extent to which each option:
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3.43

3.44

3.45

3.46

1. Assures provision of modern, high-quality and continuously improving
housing management services

2. Achieves significant efficiencies and savings to contribute to the
financial sustainability of the Council’s housing revenue account

3. Maximises the value and performance of the Council’s housing stock
through active asset management

4. Contributes to improved outcomes for tenants including in respect of
people and place outcomes the Council is seeking to achieve

5. Contributes to the delivery of the Council's priorities

The evaluation findings are detailed and summarised in the Review report
identifying the relative strengths and weaknesses of each option in respect of
each criteria.

Itis apparent that each option has the potential to successfully meet the Council’s
criteria, but importantly each has relative strengths and weaknesses in different
areas. This is to be expected: The numerous examples of highly-performing
Council and ALMO housing services (and of weaker performing services of each
type) show that the option or model itself is not the main determinant. The
Partnership Joint Venture option is itself innovative and there are few if any
comparative examples but there are numerous examples of high-performing
housing associations who would be the prospective partner under this option.

One significant difference is in respect of the potential financial savings arising
from the adoption of each option. The financial assessment undertaken through
the Review indicates that only modest savings would be realised through the
BHP Reformed option but more significant savings could be realised under the
In-house and Partnership options.

Another key difference relates to the issue of control. This relates both to the
degree of control the Council has to direct the changes and improvements
required and to the ability to direct the housing service’s contribution to the
delivery of the Council’s priorities more generally. Under the BHP reformed
option the Council has strategic control but delegates operational control to the
ALMO. Under the Partnership option control is essentially shared. The In-house
option provides for direct strategic and operational control.

Leadership will be crucial to achieving the full potential of each option. The
current BHP leadership team is interim so under each of the options there will be
new leadership. Independent recruitment advice, however, is that the
Partnership option and to a slightly lesser extent the BHP Reformed option may
more readily attract the strongest candidates because of the degree of autonomy
such senior managers would enjoy (with responsibility for leading a housing
services company of one type of another) whereas the in-house option may be
less attractive to some potential candidates as it provides less autonomy within
the Council’'s corporate setting. This may, however, be countered by the
opportunity to work across a wider range of housing functions within the Council.
All the options have the potential to attract a strong leadership team, as is
evidenced in the social housing sector, but under the in-house option the
leadership roles would need to be positioned with care to attract the strongest
field.

Implementation

While each option could work, a central consideration is the confidence which
the Council can have that the optimised version of the option can be delivered.
This partly relates to the issue of control but also to the degree of difficulty,
complexity and risk attendant on implementation, and over what time period this
would be achieved.
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3.48

3.49

The Reformed ALMO is the most straightforward option to implement. No
consultation is required after Cabinet in November, and a new management
team could be in place by April 2017. Therefore, by April 2017 the
implementation of wider transformation should commence and be well advanced
over the first half of 2017-18.

The In-House option is the middle ranked option in terms of complexity. There
will need to be a consultation (test of opinion) running from December to
February before coming back to Cabinet in March. If in light of the consultation,
the Council then decides to proceed with this option, there will need to be a
process to transfer the service to the Council and the permanent recruitment of
a new leadership team by October 2017.

The Partnership or Joint Venture option is the most complex option to setup. The
first step would be to undertake consultation over 12 weeks on this preferred
option and then report to full Council in March 2017. If Cabinet then decided to
proceed with this option the process towards selecting a partner and
implementing the new JV would follow. There is a degree of uncertainty about
whether a suitable high-performing partner can be found and the terms of a
partnership negotiated and agreed. Assuming these tests were met the new
Partnership company could be established by April 2018.

Conclusion on the Preferred Option

3.50

3.51

3.52

3.53

Detailed consideration of the issues covered by this review is an important first
stage in charting the course to be taken by Brent’s housing stock and the 12,000
households who live in the properties over the years to come. In considering the
best option, the issues with BHP’s performance are less important than the
landscape in which the chosen option will have to operate.

Each option has been optimised. The question is not how well each option would
perform the role fulfiled by BHP now but instead how each option could be
configured to best deliver the outcomes required from the housing service for
tenants and leaseholders, and for the Council. Each option is a significant
departure and development from current arrangements. In essence this gives
three different approaches:

e Reformed ALMO: Strong focus on the housing service.

¢ In-House: Strong focus on the housing service and the contribution that the
housing business unit can make to the Council’s wider strategic agenda.

¢ Joint Venture: Strong focus on the housing service with the added benefit of
the expertise of the JV partner.

All the options inherit the same starting position, the same buildings, residents
and staff (via TUPE). Each of these are significant issues in their own right. Each
option has been reviewed against the five individual criteria, including the
financial assessment, and in respect of control and implementation or
deliverability. No aspect of the evaluation categorically rules out any particular
option. All options could work.

Every option has a mixture of strengths and weaknesses, so picking the best

option is a matter of judgement about the weighting given to issues, benefits and
risks.
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There is a decision to be made about how the housing service fits in with the
wider Council. The current position is clear, a standalone housing service,
formed to provide a strong focus on housing management. This approach
produced good outcomes for a long period, less good outcomes recently.
Another approach is to view the housing service as an important sub-set within
the wider Council and to seek to maximise the role played by the housing service
in improving outcomes for 12,000 households across wellbeing, employment and
other issues as well as core housing management. If significant weight is given
to this approach then the In-House Option is clearly the strongest option in this
regard. This is not without risk. The biggest risk with this option is that there is a
dilution of focus on the housing service which causes performance to worsen.

Turning next to the financial assessment. In assuring the sustainability of the
Council’s finances there are many variables that the Council cannot control such
as the rate of inflation and government direction on rent increases. There are
only a small number of variables that the Council can control such as staffing
costs (employ more or less staff) and levels of investment (in the existing stock
and in building new stock).

The financial model sets out a very tough financial landscape. This is primarily
due to three variables: The governments rent policy (currently CPI -1%); the
likely impact of the sale of high value void properties to fund the RTB for housing
association tenants and the profile of stock investment required to bring homes
up to standard. The financial landscape is equally tough for all the options with
savings required of circa £3.6m from core management expenditure of £12.5m.
The ability of an option to significantly reduce operating costs is a key factor.

It is the In-House option that, by a wide margin, best interacts with the
requirement to make significant savings. The Council has a track record of
successfully delivering large budget reductions whilst carefully managing the
impact on services and residents over recent years. These experiences will be
directly relevant to, and can be directly applied to, an in-house option. In contrast
BHP will find it harder to achieve the savings potentially required due to being
‘arms length’ with the associated costs this structure carries. The Joint Venture
will take time and money to implement and in any case becomes difficult, if not
impossible, to engineer as the cost reduction requirement increases.

Control is another important factor. The In-House option gives the highest level
of strategic and operational control. The Reformed ALMO and Joint Venture
options offer good levels of strategic control (though the ability to change course
operates more slowly) and lower levels of operational control.

Leadership is another key consideration. Here the In-House option faces
challenges. Of the three options, the In-House option may find it hardest to
attract high quality housing expertise. However, the In-House service will have
access to the Council's expertise in cost reduction and this is an important
consideration. Consideration of the salary and positioning of the senior roles in
the In-House Housing Business Unit will be of key importance in maximising the
quality of the field of candidates. Although both other options potentially bring
better leadership to bear, their inherent weaknesses, particularly in relation to
the financial aspects, are more important as matters for comparative
consideration.

Governance and resident engagement are important issues also. Irrespective of
the option chosen the existing Board structure within the ALMO is likely to
change due to the strong trend towards skills-based Boards as opposed to
Boards with members representing constituencies (e.g. Members and
residents). The option which will have to be most imaginative in how it addresses
Member and resident engagement is the In-House option. But this issue is not
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insurmountable and is one other councils have successfully addressed on
bringing the service in-house. For example a Members and residents committee
may overcome the loss of the ALMO Board under the In-House option.

In conclusion, taking into account the challenging financial landscape, and all
other factors outlined above, it is recommended that the In-House option is
chosen. Moreover, the In-House option offers the opportunity to re-position the
housing service within the Council with the aim of improving a broad range of
outcomes for almost 12,000 households. This is not the lift and shift of a self-
contained housing service into the Council’s structure. This is the engagement
of the housing service with the Council’'s wider agendas in order to secure
improved outcomes for residents and to enable the Council’s expertise in cost
reduction to be brought to bear. However there are two areas for particular
consideration within the planning for the In-House option and these are
identification and mitigation of the key risks arising from the new position of the
housing service within the Council’s wider business and providing effective
arrangements for resident and Member oversight and scrutiny.

Scrutiny

Cabinet agreed a report on 27 June 2016 to review the options for the
management of housing, which is presently delivered by Brent Housing
Partnership. The three options, as set out, were for the Council to continue with
provision by Brent Housing Partnership (BHP) on a reformed basis, for Brent
Council to directly provide housing management in-house, or to enter into a
partnership arrangement with another organisation to manage those services.

The Community and Wellbeing Scrutiny Committee requested a report to update
it about the progress of the Housing Management Options review and this was
discussed at a special meeting of the committee on 19 October 2016. This was
attended by the Cabinet Member for Housing and Welfare Reform, the Strategic
Director for Community Wellbeing and the Operational Director for Housing and
Culture.

In addition, members of the Community and Wellbeing Scrutiny Committee also
visited the housing service which is currently managed by Brent Housing
Partnership, before the meeting was held to better understand the issues in the
review.

The report presented to the Committee included data about residents’ opinions
of the existing service, which was commissioned as part of the review process;
a description of the existing service, detail about the housing management
options, and an initial evaluation of the options.

Committee Members discussed the importance of resident involvement and
participation to contributing to successful housing management, and made
recommendations 1 and 4 below in order to strengthen residents’ engagement

The in-house option was discussed in-depth by the Committee, which looked at
the many different implications of a service directly managed and operated by
the Council. Members agreed recommendation 4 below after this discussion.

Members, officers and the Cabinet Member for Housing and Welfare Reform
discussed the advantages and disadvantages of the joint venture option. While
Members of the Committee acknowledged the strengths as set out in the initial
evaluation they highlighted the issue of stock transfer and oversight of any such
arrangement. As such Members made two recommendations relating to that
option, set out as recommendations 2 and 5 below, including that any future
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arrangement or contract with a partner is returned to the scrutiny committee
meeting before it is implemented.

The recommendations of the committee were as follows:

1. There be a dedicated scrutiny sub-committee established to review and
provide oversight to housing services management and wider housing
issues. This sub-committee would contain co-opted members from
appropriate resident associations (should the “in-house” option be
chosen).

2. If Cabinet was to agree on the joint venture option, there be appropriate
checks and balances in place to ensure that this arrangement does not
lead to stock transfer.

3. If Cabinet was to agree on the in-house option, that there be complete
transparency of the Housing Revenue Account, complete with a business
plan to ensure that the Housing Revenue Account is ring-fenced.

4, There be an effective communications strategy drawn up by the Council
to ensure resident engagement and to also articulate with clear evidence
why Cabinet has chosen its preferred option for housing management
going forward.

5. If Cabinet was to agree on the joint venture option, that any future
arrangement or contract between the Council and its partner be
considered by a Scrutiny Committee meeting before it is implemented.

These recommendations of the Scrutiny Committee have been taken into
account in this report. In particular Recommendation 1. is addressed in the
recommendation to Cabinet in paragraph 2.3 of this report and the details will
need to be worked out regarding establishing an scrutiny sub-committee.
Recommendation 4. will be followed in the planning and implementation of the
consultation required, and Recommendation 3. will be addressed in HRA
business planning and budget-setting and further reports to Cabinet in respect
of these. Recommendations 2. and 5. will not apply if the JV option is not chosen.

Consultation

If the recommendation in 2.1 is approved the Council will carry out consultation
with all Council tenants and leaseholders who will be invited to comment on the
preferred option. In the consultation process, it will be explained what other
options were considered and why they were not preferred. It is anticipated that
this consultation will take place over a 12 week period from November 2016 to
February 2017. The results of the consultation will then be reported to Cabinet
for consideration and final recommendation to full Council so that the future
housing management arrangements can be implemented.

Financial Implications

The Housing Revenue Account (HRA) budget is £56.9m and is used for the
management and maintenance of the HRA stock and for the repayment of the
HRA debt. The HRA is a ring fenced account. The BHP Management Fee for the
current year is £7.5m. This fee is for managing and maintaining the HRA
properties on behalf of the Council. Core management costs, including this fee
are £12.5m per annum.
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The Housing and Planning Act 2016 will have a significant impact on Brent’'s
Council housing and its financial position in coming years. The implications for
which are currently being scoped with more comprehensive analysis to follow
once the details are published by Government.

The three options evaluated in this report for the management of the Council’s
stock will each have differing implications in terms of the impact on the HRA.
However, it should be noted that all of the options will result in an initial cost of
change, which will need to be factored into each of the appraisals.

The consultancy firm, Campbell Tickell working with the Council’s finance team,
have reviewed the HRA Business Plan and completed the evaluation of the
financial impact of the options.

Based on current assumptions and changes in the Housing and Planning Act,
an efficiency savings target of circa £3.6m is required to cover the financial gap
in the HRA over the next three years. The decision on the option to adopt on the
housing management will not affect the savings target.

The savings that each of the options could achieve upon initial implementation
are estimated as follows:

Reformed BHP — circa. £350k
In-House — circa. £1m
Joint venture — circa. £800k

These are provisional figures and will be refined as planning for the
implementation of the selected option is progressed.

None of the options would generate sufficient savings to cover the gap without
wider transformation. This, then, reinforces the need for further transformation in
all options as none of the options gets close to dealing with this financial gap.

It is important to state that the financial model needs further work in two areas.
Firstly, it is not yet known what regulations the government will set relating to the
sale of high value voids and the use of the funds arising. LBB have made prudent
assumptions about this and these assumptions have impacted on the financial
model. Secondly LBB and BHP are currently relying on 6-year-old stock
condition data and have relatively low confidence in the current data and the
programming/costs of major work that flow from it. It is possible that a better
long-term position may arise when these variables are refined but the position
may also worsen. In any case it is clear that reducing operating costs will be of
key importance to maintaining the financial sustainability of the Council’s housing
finances over the longer-term.

Legal Implications

Consultation with secure tenants is covered under section 105 of the Housing
Act 1985 (“the 1985 Act”) which states that a local authority landlord has to
maintain arrangements it considers are appropriate to enable its secure tenants
who are likely to be substantially affected by housing management matters that
are specified in section 105 of the 1985 Act (which includes the management
of dwelling houses let by the Council under secure tenancies) to be informed
of the local authority’s proposals and to make their views known within a
specified period. A local authority landlord needs to take into account any
representations made under these arrangements before making a final
decision.
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As for the general requirements of consultation, they are set out in the case of
R v Brent LBC ex parte Gunning (1986) 84 LGR 168, which has been approved
by the Court of Appeal and the Supreme Court, and they are as follows: (i)
consultation must be at a time when proposals are at a formative stage; (ii) that
the proposer must give sufficient reasons for any proposal to permit intelligent
consideration and response; (iii) adequate time must be given for consideration
and response; and (iv) the product of consultation must be conscientiously
taken into account in finalising any statutory proposals.

Delegation of housing management functions by a local authority requires
consent from the Secretary of State under section 27 of the 1985 Act. In 2009,
the Secretary of State issued a general consent which sets out circumstances
in which delegation of housing management functions can be carried out
without specific consent from the Secretary of State.

BHP is a subsidiary company of the Council. BHP’s Constitution is made up of
its Articles of Association and Memorandum of Association. BHP is a limited
company, without share capital, which operates on a not-for-profit basis and
the Council is the sole guarantor member.

The Council entered into the Management Agreement with BHP in April 2013
which expires after ten years with a review mechanism after seven years. There
are provisions in the Management Agreement which enable the Council to
notify BHP of any material breaches and give BHP a reasonable period of time
to remedy such material breaches. There are provisions which allow the
Council to vary the terms of the Management Agreement.

In April 2011, BHP was granted Registered Provider status by the Tenants
Services Authority. BHP has gradually been developing its role as a provider of
housing in addition to being a housing management organisation. BHP owns a
number of properties in its own right and grants its own tenancies in respect of
properties it owns since BHP acquired Granville New Homes from the Council
in 2009 with the assistance of loan funding from the Council and acquired
properties under the Settled Homes Initiative to provide housing to homeless
households (with the assistance of grant funding from the Homes and
Communities Agency and loan funding from the Council) and small-scale
developments such as Aldbury Avenue and Ander Close with the assistance of
grant funding from the Homes and Communities Agency.

If a decision is to be made to bring the housing management services in-house,
there will be staff transfer and TUPE implications. BHP is also a Registered
Provider with its own small housing stock. Further legal advice will be provided
as and when necessary in regard to these matters. Guidance given by the
Department for Communities and Local Government (“DCLG”) in December
2011 advises that consultation on proposing to bring the housing management
functions from the Arms Length Management Organisation (“ALMQ”), which is
BHP in this case, back to the Council should be as comprehensive as that
undertaken when deciding to transfer those functions from the Council to an
ALMO. Although DCLG would need to be notified, formal section 27 consent
would not be required as this involves a decision to return the Council’s housing
management functions back to the Council.

As BHP is a limited company, it enters contracts as a separate corporate entity
to the Council. Therefore, if a decision is made to bring housing management
services in-house or indeed if the Council were to pursue the Partnership
option, there would be a need for contracts entered into by BHP to be novated
or assigned to the Council or to the jointly owned housing management
company as appropriate. This would require BHP contracts either to contain
provision allowing BHP to novate/assign the contract as of right or else for BHP
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and the Council/ jointly owned housing management company to negotiate with
contractors the novation /assignment of contracts. During the consultation
period, full details of BHP contracts should be collated to establish
novation/assignment provisions and to understand the liabilities under the
contracts that would transfer to the Council/ jointly owned housing management
company.

If the Council were to pursue the Partnership option the Council could directly
select a suitable partner and enter into necessary legal arrangements with them
to establish a jointly owned housing management company. Where such an
approach is adopted, it will be necessary to ensure that any jointly owned
management company is established and operated in compliance with
Regulation 12 of the Public Contracts Regulations 2016.

Other legal implications are included within the body of the report.

Diversity Implications

A high level Equality Analysis has been completed and is available in Appendix
1. No major equality related concerns have been identified to date based on
the evaluation of the three options and the feedback from the consultations
carried out as part of the review. The preferred option for housing management
arrangements agreed by Cabinet will be the subject of consultation with all
affected stakeholders and a full Equality Analysis will be undertaken to help
inform the final Cabinet decision.

Staffing/Accommodation Implications
There are potentially significant staffing implications for the Council in the event

that the service was brought in-house. Further consideration will be given in
advance of Cabinet decision on the final option.

Appendices

Appendix 1 — Equality Analysis

Accompanying Document

Review of Housing Management Options Report and Appendices

Background Papers

None

Contact Officers

Jon Lloyd-Owen, Operational Director, Housing & Culture
Jon.lloyd-owen@brent.gov.uk

020 8937 5199

Phil Porter, Strategic Director, Community Wellbeing
Phil.porter@brent.gov.uk

020 8937 5165

PHIL PORTER
Strategic Director, Community Wellbeing
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Appendix 1: High level Equality Analysis on the
Housing Management Options Review

The scope of this high level Equality Analysis (EA) does not cover employees,
although Brent Housing Partnership (BHP) staff were engaged in the Housing
Management Options review process. If the preferred option agreed by Cabinet
is likely to affect staff, a separate EA will be carried out to assess the impact on
employees with protected characteristics.

Stage 1 Screening Data

1. What are the objectives and expected outcomes of your proposal? Why is it
needed? Make sure you highlight any proposed changes.

In June 2016 the Cabinet decided to commission a formal review of Housing
Management options for its housing stock, which was prompted by two main
considerations:

Firstly, the government’s Housing and Planning Act (2016) and other measures will
have a significant impact on the council’s housing stock including on its future size,
financial performance and management over coming years. It was therefore
appropriate to consider the implications for housing management services and how
these could best be developed and delivered in the context of these challenges,
while at the same time ensuring that the quality of service for Council’s tenants and
leaseholders is improved.

The second consideration was the performance of BHP, the Council’s existing Arms
Length Management Organisation (ALMO). The details of the performance issues
and concerns raised by the Council and its tenants and leaseholders via a number of
telephone and face-to-face surveys and focus groups are set out in the Review of
Housing Management Options report which accompanies this Cabinet report.

In view of both the challenges presented by the government’s reforms and the issues
of concern in respect of BHP’s performance the Cabinet concluded it was necessary
to consider afresh the most appropriate arrangements for the management of the
Council’s stock.

The purpose of the review was to examine how best to provide housing management
services to the Council’s tenants and leaseholders and to identify the option that
most effectively meets the agreed objectives to::
e Assure the provision of modern, high-quality and continuously improving
housing management services to tenants and leaseholders
e Achieve significant efficiencies and savings to contribute to the financial
sustainability of the Council’s Housing Revenue Account (HRA)
¢ Maximise the value of the Council’s housing stock through active asset
management and the development of new affordable homes
¢ Contribute to improved outcomes for Council tenants, particularly the most
vulnerable individuals and households, in respect of education, employment
and training, health and wellbeing and tenancy sustainment.
¢ Help to deliver the Council’s strategies and objectives.

The options which the Cabinet agreed in June should be examined are:

i.  To continue with BHP on a reformed basis
ii. To bring the service in-house and directly provide housing management
services
iii.  To enterinto a partnership with another organisation to provide these
services
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These options are described and evaluated in detail within the Review of Housing
Management Options report included as Appendix 1 to the Cabinet report.

Overall, while there are a number of differences between the three options, each of
them is anticipated to achieve significant improvements and positive outcomes for
tenants and leaseholders such as:

e Delivering significant improvement in service quality and customer
satisfaction while generating efficiencies and savings to respond to the
financial pressures arising from the government’s reforms.

e Harnessing digital technologies to enable customers to interact and transact
with services online.

e Supporting residents’ increased wellbeing through the quality of housing and
management services and making links to other services.

e Improving customer insight and using data to drive continuing service design
and development.

e Enhancing resident involvement and engagement.

There is also a scope under all the options for further integration with the council in
the areas of public realm management, dealing with anti-social behaviour and
improving customer service arrangements — areas that both tenants and
leaseholders believe require improvements. Financial inclusion and adaptations are
the other two areas where stakeholders have identified the need for a more
streamlined and joined up approach, regardless of the selected option.

2. Who is affected by the proposal?

The Council owns approximately 8,000 homes which are tenanted, and the freehold
of a further 4,000 homes which are held by leaseholders on long leaseholds. In
addition BHP, which is wholly owned by the Council, owns a further 333 homes. The
following stakeholders are likely to be affected by the review but the impact will vary
depending on the preferred option:

a. The tenants, leaseholders and the households of the BHP owned properties—
the residents; and

b. The employees of BHP (approximately 177 persons) — employees are not in
the scope of this EA; a separate EA will be carried out if the preferred option
is likely to have an impact on staff.

3.1 Could the proposal impact on people in different ways because of their
equality characteristics?

It is anticipated that the review will result in improvements of outcomes and quality of
services delivered to Council’s tenants and leaseholders across all protected
characteristics. When looking into the Council’s tenants’ diversity profile, however, it
is notable that:

e 67% are non-white, which is 7% higher than the Brent population as a whole.
There is a significantly higher proportion of black tenants and lower proportion
of Asian tenants when compared to Brent’s population as a whole.

e The religious profile tends to reflect the ethnicity of tenants, with a higher
proportion of Christianity and notably lower proportion of Hinduism. There are
slightly more Muslims amongst the tenant base but this is not marked — 23%
compared to 20% in the Borough.

e The two biggest age groups in the tenant profile are 40-49 and 50-59 year
olds but over one third (34%) of tenants are over 60 years old.

e 59% of tenants are women which means that female tenants are slightly over-
represented in the tenants’ profile compared to the Borough average.
Interestingly, although there are slightly more elderly women than men the
difference is not marked, whereas in the age groups 30-60 women outnumber
men by almost half as many again. This might suggest an increasing
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preponderance of female tenants in future years, though without analysis of
trends in allocations data this is only speculative.

Amongst all tenants, around 4% have declared a disability. Amongst tenants
aged 60, disability is roughly double that rate. The declared percentages,
however, are significantly lower than the proportion of residents declaring
disability in the borough (over 14%).

Almost 8% of tenants are classified as vulnerable, over half of home are older
tenants.

Across the borough, unemployment is higher than the national average at
7%, with over 10% of Brent residents in receipt of out of work benefits.

31% of employees living in Brent are low paid, the second highest of any
London borough and ten percentage points higher than average. ONS data at
the end of 2015 showed that the median salary of a Brent resident is £25,203.
84% of tenants and 43% of leaseholders claim Housing Benefit

The rights and responsibilities of Council’s tenants and leaseholders will NOT change
through the outcome of the review, regardless of the selected option. However, the
outcomes for residents with protected characteristics, including those living in BHP
owned properties may vary depending on the preferred option agreed by Cabinet and
therefore a full Equality Analysis will be carried out to help inform the final decision.
This will also ensure that the equality outcomes for protected groups are optimised,
where there is an opportunity to do so.

3.2 Could the proposal have a disproportionate impact on some equality
groups?

If you answered 'Yes' please indicate which equality characteristic(s) are
impacted

Due to their significant representation in the tenants’ diversity profile, the individuals
and groups that are more likely to be affected by and/or benefit from the preferred
option, and therefore should be given full consideration when assessing the impact of
the preferred option, are:

tenants from black and minority ethnic groups, particularly black tenants
tenants of working age, particularly the 40-49 and the 50-59 age groups, but
also tenants over 60.

vulnerable tenants due to disability, older age and/or another type of
vulnerability - while the disability rate of tenants is lower than the borough
average, it is known that disability is usually under-reported. There is also a
link between disability and older age, which is often linked to other types of
vulnerability. Of those tenants who are considered to be vulnerable, over half
are residents tenants aged 60 and over.

socio-economic groups — while socio-economic status is not a protected
characteristic on its own, we know that a great proportion of residents live on
low incomes (e.g. 31% earn less than the LLW) and that socio-economic
disadvantage has a huge impact on their quality of life and exposure to
vulnerability. It is notable that 84% of tenants and 43% of leaseholders claim
Housing Benefit, which suggests that the majority of Council’s tenants and a
great proportion of Council’s leaseholders are affected by socio-economic
disadvantage. Financial inclusion is therefore a key priority for the Council in
relation to its tenants/leaseholders and the wider population.

To help inform the review, the Council commissioned an independent research
company to undertake opinion survey and a qualitative examination of residents
using focus groups and in-depth interviews, in addition to the regular BHP surveys
carried out over the past 18 months. Some of the targeted groups that were
consulted as part of this research were: older tenants, tenants with disabilities and

Page 74



young people with known vulnerabilities. The engagement activities carried out did
not identify specific equality related concerns, apart from questions related to the
Community Fund, BHP Academy and financial inclusion. Detailed information on the
methodology and findings is available in the accompanying Review Report.

3.3 Would the proposal change or remove services used by vulnerable groups
of people?
The outcome of the review should, as set out in section 1 above identify the option
which, in the opinion of the Council best:
1. Assures modern, high-quality services
2. Achieves significant efficiencies and savings
3. Maximises the value and performance of the housing stock and new build
homes
4. Contributes to better outcomes for tenants, particularly the most vulnerable
households (e.g. health, employment & skills, wellbeing, tenancy
sustainment)
5. Helps to deliver the Council’s strategies and objectives

Therefore it is expected that all three options will deliver an improvement of the
services for all of those who are affected, particularly the most vulnerable groups.
The changes should not result in the removal of services which are used by
vulnerable groups but it is acknowledged that when assessing the impact from the
preferred option, due consideration must be given to ensure that the work and good
practice around financial inclusion, communication and engagement with vulnerable
groups (including people with disabilities and older people) is retained and further
improved.

3.4 Does the proposal relate to an area with known inequalities?

Yes. Please refer to section 3.2 above.

3.5 Is the proposal likely to be sensitive or important for some people because
of their equality characteristics?

Yes, as some persons could view changes as having the potential to reduce or in
some other way affect their access to services. This will be dealt with in the full
Equality Analysis if the Cabinet adopts the proposed recommendation.

3.6 Does the proposal relate to one of Brent's equality objectives?

There are 5 Brent equality objectives — which are:
1. To know and understand all of our communities
2. Toinvolve our communities effectively
3. To demonstrate leadership in equalities and human rights, both within the
council and amongst partners, and organisational commitment to excellence
4. To ensure that local public services are responsive to different needs and
treat users with dignity and respect
5. To develop and sustain a skilled and committed workforce able to meet the
needs of all local people.
The review relates particularly to objectives 2, 4 and 5.

Recommend this EA for Full Analysis?
Yes, depending on the preferred option agreed by Cabinet.

4. Use the comments box below to give brief details of what further
information you will need to complete a Full Equality Analysis.
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After the preferred option is agreed by Cabinet, all tenants and leaseholders will be
invited to comment on it and will also be provided with information on what other
options were considered and why they were discarded. Older tenants, disabled
people and people of other vulnerable groups should be provided with easy to
understand and accessible information so that they can make an informed decision.
They should also be provided with alternative ways to feed back their views, if they
cannot use the mainstream consultation channels. The findings of the consultation
and the detailed analysis of the impact of the preferred option on individuals and
groups with protected characteristics will be reported to Cabinet for consideration and
final decision on the future housing management arrangements to be implemented.
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INTRODUCTION

This paper presents the findings of the review of housing management services to Brent’s tenants
and leaseholders. Cabinet requested the review in their meeting of 27" June 2016.

The Cabinet decision stated:

http://democracy.brent.gov.uk/ieListDocuments.aspx?Cld=455&MId=2773&Ver=4

“...authorised that a formal review led by the Strategic Director Community
Wellbeing be undertaken of the options for the future management of the Council’s
tenanted and leasehold stock as outlined in this report with associated consultation
with tenants and leaseholders and for the results of that review to then be reported
to Cabinet.”

In response to the Cabinet decision, Phil Porter — Strategic Director — Community Wellbeing has
sponsored a comprehensive review. This report describes the approach taken by the review as well
as its findings. We have tried to make the document transparent and accessible. Some jargon is
unavoidable so we have provided a Jargon Buster (the contents section will tell you where to find it)
to help a wide range of readers understand the issues, findings and recommendations.

The review has been a team effort involving a number of officers and the use of external
consultants. We say more about this in the methodology. We would like to say thank you to all the
residents and staff (Council and BHP) who have given time and expertise to the review to enable us
to produce what we believe to be a thorough in-depth review of the different ways that the housing
management service could be delivered.
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2. EXECUTIVE SUMMARY

Background

1. InJune 2016, the Cabinet decided to undertake a formal review of how to deliver housing
management services for its housing stock. The review has now been completed. The
findings and conclusions are set out in full in the attached Review of Housing Management
Options Report. A summary of these is provided in the following sections:

e Background to the Review

e Brent Context: The housing stock and its management

e  BHP Performance

e The Options

e The Evaluation Criteria, Evaluation of the Options and Implementation
e Conclusion on the Preferred Option

2. Cabinet decided in June to undertake a review of Housing Management options for its
housing stock. This was prompted by two main considerations.

i Firstly, the government’s Housing and Planning Act (2016) and other measures will
have a significant impact on the Council’s housing stock including on its future size,
financial performance and management over coming years. The prescribed
reduction in rents between 2016 and 2020 will significantly reduce rental income to
fund services and the government’s other reforms are likely to reduce the size of the
Council’s stock and further reduce income and undermine economies of scale. It was
therefore appropriate to consider the implications for housing management services
and how these could best be developed and delivered in the context of these
challenges.

ii. The second consideration was the performance of BHP, the Council’s existing Arms-
Length Management Organisation (ALMO). The Council entered into a new 10 year
Management Agreement with Brent Housing Partnership (BHP) in April 2013 for the
management of the Council’s housing stock. This required BHP to provide services
and achieve performance in accordance with an annually agreed Delivery Plan. In
2015/16 BHP failed to achieve the required outcomes and performance standards in
a number of respects. In January 2016 BHP put a recovery plan in place to address
the areas of concern over the period by the end of October 2016.

3. Inview of both the challenges presented by the government’s reforms and the issues of
concern in respect of BHP’s performance the Cabinet concluded it was necessary to consider
afresh the most appropriate arrangements for the management of the Council’s sin June
2016 Cabinet therefore commissioned a formal review of Housing Management Options for
the Council’s Housing stock, with the options to be considered being:

e To continue with BHP on a reformed basis
e To bring the service in-house
e To enter into partnership with another organisation to provide the service
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The review has been undertaken over the period from July to October 2016. It has been led
by the housing service and been informed by a cross Council group with representation from
all Council departments and been guided by the Council’s Corporate Management Team.
The review has also been supported by external consultants who have provided additional
expertise and experience from across the social housing sector. The review process is set out
in detail in the Review report which accompanies this document.

Brent Context: The Housing stock and its current Management

The Council’s Housing Stock comprises almost 11,500 homes, of which approximately 7,700
are tenanted and 3,700 are leasehold, and is concentrated in the South-east of the borough.
Homes are primarily flats on small and medium-sized estates but with a significant minority
of street properties, mainly converted to flats.

Average occupancy for tenanted and leasehold properties is 3.3 and 4.8 persons

respectively, with the latter in part reflecting the extent of private letting of leasehold

properties, giving a total of around 43,000 residents or over 1 in 8 of Brent’s population.

Around a third of tenants are over 60 years old. 4% of tenants have a disability and 8% have

a vulnerability.

The Council is responsible as a landlord under the tenancy and leasehold agreements with

each household to provide housing management and maintenance services. The Council’s

relationship with its tenants and leaseholders is therefore a different one from that with
other borough residents as it is primarily a contractual one under which these households
pay rent or service charges in exchange for specific services.

Since 2002 the Council has delegated responsibility for both management and maintenance

services to a wholly-owned arms-length management company, Brent Housing Partnership

(BHP) through a Management Agreement. The current management agreement was

entered into in April 2013 for a 10 year term.

Under the Management Agreement the Council sets the strategic direction and priorities for

the service, and the required budgets, and BHP is operationally responsible for the delivery

of these services. A delivery plan is agreed annually between the Council and BHP which sets
out priorities for service improvement and delivery and corresponding targets.

BHP is a separate legal entity as a company and is governed by a Board of 13 directors

comprising residents, Councillors and independent persons with an independent chair. Its

Managing Director and Executive team are responsible to the Board.

BHP provides the full set of landlord services, either directly or by contract management of

relevant contractors. The main services are:

e Tenancy Management — tenancy agreement compliance, lettings, rent collection,
resident engagement, dealing with anti-social behaviour; RTB application; and client
responsibility for two Tenant Management Organisations and for the management
contract for the Travellers site at Lynton Close.

e lLeaseholder Management — All lease issues; service charges and consultation and
charging for major works.

e Property services — Communal cleaning, estates management, grounds maintenance
(through the Council’s public realm contractor), responsive repairs, health and safety
compliance, planned maintenance and major works. Since 2014 repairs and

Page 82



(CD)
D Brent

Review of Housing Management Options

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

maintenance have been provided mainly through an Asset Management contractor,
Wates.
e Development services — the delivery of a new-build programme on existing estates
BHP operates a call-centre handling around 83,000 calls per annum, the majority of which
relate to repairs. It is responsible for dealing with Stage 1 complaints and member enquiries
and has a small communications team, a finance team, governance and HR resources.
The Council provides under SLAs a number of support services to BHP including
accommodation at the Civic Centre, IT, payroll and legal support.

BHP Performance

In response to a number of performance concerns a Recovery Plan was put in place by BHP
to run from January to October 2016. The Recovery Plan set out specific actions and
outcomes required in response to the main areas of concern and some key performance
targets. A formal notice of breach was also served under the Management Agreement in
respect of specific concerns, requiring that they be remedied by the same deadline.
Performance and progress over the period has been assessed as part of the Review and the
findings are set out in more detail in the Review report. Most actions and outcomes required
under the Recovery Plan have been completed and achieved and significant progress has
been made in a number of areas.

A key concern was the performance of the planned maintenance programme in 2015/16
which was substantially under-delivered, with significant contract management weaknesses
identified through an audit investigation. These issues have been addressed and there is a
good level of confidence that this year’s programme will be delivered to time and budget
and advance planning is already underway for next year’s programme.

The timeliness of response to complaints and member enquiries was another area of
concern and this has been addressed with response times being met. A significant
proportion of complaints relate to repairs but overall complaint levels are comparable with
other housing organisations, though higher than for the best service providers.

Customer service response has improved with a very high percentage of calls answered over
the last quarter and waiting times significantly reduced though these remain longer than the
corporate standard.

There remain, however, areas of continuing concern which are reflected in levels of
customer satisfaction in particular with repairs, resident involvement and with the service
overall.

To inform the review, the views of tenants and leaseholders about current service
performance and priorities for improvement were sought through a telephone survey of 600
residents and through a set of focus groups. This research identified three areas of greatest
concern and priority for improvement: repairs and maintenance, anti-social behaviour and
the quality of homes.

Over the last 18 months satisfaction with repairs has not improved and remains
unacceptably low with a third of tenants and two-thirds of leaseholders not satisfied with
the service. The primary concerns are outstanding repair works and the failure to complete
repairs on the first visit. Progress in this area depend on the contractor making a number of
key service changes, and these are due to be introduced and become effective over the next
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two months. It is clear, regardless of the future housing management option chosen, that
improvements to the repairs service is both urgent and of the highest priority.

The recent survey identified a low level of satisfaction with how anti-social behaviour is
managed. Similarly, around half of residents were not satisfied with opportunities for
resident involvement.

BHP have regularly monitored overall satisfaction levels with the service over the last 18
months. There has been little appreciable increase in satisfaction levels over this period (and
no increase at all over the Recovery Plan period). With barely half of leaseholders and two-
thirds of tenants being satisfied with the service, BHP ranks well below the strongest
providers in the sector, but it is recognised that there is a time lag between the introduction
of service improvements and their expression in randomised satisfaction survey results.

As part of the review a benchmarking exercise has also been carried out to compare key
performance indicators for council housing services, ALMOs and Housing Associations in
London, with each other and with BHP over the last 3 years. This found a mixed picture with
ALMOs performing relatively well, as do council services (particularly in respect of cost
where they perform best) and housing associations relatively strong and weak in different
areas. BHP’s performance was similarly mixed: good or improving in some areas but in
others showing relative decline compared with other comparators.

The Options

25.

26.

27.

28.

The options are set out in detail in the accompanying Review report. It should be noted that,
whilst there are necessarily differences between the options they each need to respond to
the contextual challenges and changes most of which are common to all options.

Firstly, each option needs to respond to the areas of evident weakness in the current
services and enable a significant improvement in service quality and customer satisfaction
and do so while generating significant efficiencies and savings to respond to the financial
pressures arising from the government’s reforms.

Each option also needs to catch-up with wider changes across the social housing sector,
which are accelerating in response to common financial challenges. Central to these is
harnessing digital technologies to enable customers to interact and transact with services
online, and to use data to drive continuing service design and development. The current
service is traditional in nature and each of the options needs to enable this transformation.
The options also need to respond to Brent’s local housing context and Housing Strategy
priorities which are:

e Housing Supply — re-confirming the ambition set out in the original target of 5,000
affordable homes by 2019, refining this focus to ensure we get the right affordable
housing, and signalling the need to adopt a wider range of delivery mechanisms if
we are to deliver that target

e Housing and wellbeing (rather than housing and employment) — employment will
still have a key role as this will recognise the importance of employment to
sustaining housing and wellbeing

e Private Sector — building on the success of the licensing scheme and the work of the
Housing OBR to deepen our relationship with the private sector to ensure that we
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are improving standards and doing everything possible to help residents, particularly
the most vulnerable residents, find PRS accommodation
e Homelessness — the TA reform plan has been developed since the original housing
strategy was written, therefore the revised strategy will update in line with the TA
reform plan
e Social Housing Improvement — the focus in the original strategy was improving the
Council’s stock and this is one of the key areas that BHP has failed in. The revised
strategy will re-confirm the objectives in terms of the Council’s own stock, while also
creating a clearer focus on the working with all social housing providers to not only
improve housing quality, but also to deliver wide objectives for place and people.
The leadership and management of the new service also needs to change and a positive
service culture needs to be inculcated that raises morale and is focussed on customer’s
experiences.

Each option has been designed in order to meet the above requirements and to maximise its
potential. Wherever appropriate duplication has been removed to streamline service
delivery and, where possible, reduce cost:

» Public realm — Existing grounds maintenance — there are issues of duplication and
demarcation between two contractors which are capable of resolution.

» Anti-social behaviour — Integration with the Council’s corporate community safety
service, but working in close liaison with the housing management service.

» Customer service — repairs reporting could be made directly to the contractor, with the
service monitoring performance and resolving problems but this can only materialise if
there is confidence that the performance of the contractor at a satisfactory level can be
realised and maintained. There may be scope to integrate the rest of the call-centre
function with the Council’s corporate service under the BHP reformed and in-house
options, or with the partner’s corporate service as relevant.

» Financial Inclusion — This should be provided by the corporately commissioned service
available to borough residents.

» Adaptations — this could be provided by a single service, rather than as now by both BHP
and the Council but this needs further evaluation.

In addition to the common requirements and changes, there are some changes specific to
each option.

The option to continue with a Reformed BHP is emphatically not maintenance of the status
qguo. Transformational change in the way in which services are delivered will be needed, as
well as the further integration outlined above.

Governance will be reformed moving to a smaller skills-based board, and a strengthened
client-side function within the Council will be required. Enhanced customer engagement and
resident involvement would be needed. A new restructured leadership team will be
recruited.

An In-house service will provide for full integration with the Council and other services.
Governance and accountability will flow through the Council’s corporate management to
Cabinet. With the loss of the board it will be critical to provide alternative arrangements that
provide for oversight and scrutiny by residents and Members, drawing on exemplars in other
Councils.
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While the Reformed BHP and In-house options, and changes required under each, are quite
similar, the Partnership option is more different. The approach has been informed by
informal discussions with a number of Housing Associations active in Brent with a clear
preference for a form of Joint Venture or housing services company, rather than a contract.
There is of course more uncertainty about how this option would be structured and operate
as it would depend on the partner selected. Broadly it is expected that a number of key
functions would be provided by the Partner’s wider organisation including support services
(instead of the Council as at present) and customer contact services. The frontline service
integration with the Council in respect of public realm, ASB, etc. would, however, still apply.
Governance would be through a joint board and it is unlikely this would provide for resident
representation. A customer oversight and scrutiny function would be required.

Evaluation of the Options

The options have been evaluated against criteria drawn from those set out in the June 2016

Cabinet report and assesses the extent to which each option:

= Assures provision of modern, high-quality and continuously improving housing
management services

= Achieves significant efficiencies and savings to contribute to the financial sustainability
of the Council’s housing revenue account

=  Maximises the value and performance of the Council’s housing stock through active
asset management

= Contributes to improved outcomes for tenants including in respect of people and place
outcomes the Council is seeking to achieve

= Contributes to the delivery of the Council's priorities

The evaluation findings are detailed and summarised in the Review report identifying the
relative strengths and weaknesses of each option in respect of each criteria.

It is apparent that each option has the potential to successfully meet the Council’s criteria,
but importantly each has relative strengths and weaknesses in different areas. This is to be
expected: The numerous examples of highly-performing Council and ALMO housing services
(and of weaker performing services of each type) show that the option or model itself is not
the main determinant. The Partnership Joint Venture option is itself innovative and there
are few if any comparative examples but there are numerous examples of high-performing
housing associations who would be the prospective partner under this option.

One significant difference is in respect of the potential financial savings arising from the
adoption of each option. The financial assessment undertaken through the Review indicates
that only modest savings would be realised through the BHP Reformed option but more
significant savings could be realised under the In-house and Partnership options.

Another key difference relates to the issue of control. This relates both to the degree of
control the Council has to direct the changes and improvements required and to the ability
to direct the housing service’s contribution to the delivery of the Council’s priorities more
generally. Under the BHP reformed option the Council has strategic control but delegates
operational control to the ALMO. Under the Partnership option control is essentially shared.
The In-house option provides for direct strategic and operational control.
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Leadership will be crucial to achieving the full potential of each option. The current BHP
leadership team is interim so under each of the options there will be new leadership.
Independent recruitment advice, however, is that the Partnership option and to a slightly
lesser extent the BHP Reformed option may more readily attract the strongest candidates
because of the degree of autonomy such senior managers would enjoy (with responsibility
for leading a housing services company of one type of another) whereas the in-house option
may be less attractive to some potential candidates as it provides less autonomy within the
Council’s corporate setting. This may, however, be countered by the opportunity to work
across a wider range of housing functions within the Council. All the options have the
potential to attract a strong leadership team, as is evidenced in the social housing sector,
but under the in-house option the leadership roles would need to be positioned with care to
attract the strongest field.

Implementation

While each option could work, a central consideration is the confidence which the Council
can have that the optimised version of the option can be delivered. This partly relates to the
issue of control but also to the degree of difficulty, complexity and risk attendant on
implementation, and over what time period this would be achieved.

The Reformed ALMO is the most straightforward option to implement. No consultation is
required after Cabinet in November, and a new management team could be in place by April
2017. Therefore, by April 2017 the implementation of wider transformation should
commence and be well advanced over the first half of 2017-18.

The In-House option is the middle ranked option in terms of complexity. There will need to
be a consultation (test of opinion) running from December to February before coming back
to Cabinet in March. If in light of the consultation, the Council then decides to proceed with
this option, there will need to be a process to transfer the service to the Council and the
permanent recruitment of a new leadership team by October 2017.

The Partnership or Joint Venture option is the most complex option to setup. The first step
would be to undertake consultation over 12 weeks on this preferred option and then report
to full Council in March 2017. If Cabinet then decided to proceed with this option the
process towards selecting a partner and implementing the new JV would follow. There is a
degree of uncertainty about whether a suitable high-performing partner can be found and
the terms of a partnership negotiated and agreed. Assuming these tests were met the new
Partnership company could be established by April 2018.

Conclusion on the Preferred Option

Detailed consideration of the issues covered by this review is an important first stage in
charting the course to be taken by Brent’s housing stock and the 12,000 households who live
in the properties over the years to come. In considering the best option, the issues with
BHP’s performance are less important than the landscape in which the chosen option will
have to operate.

Each option has been optimised. The question is not how well each option would perform
the role fulfilled by BHP now but instead how each option could be configured to best
deliver the outcomes required from the housing service for tenants and leaseholders, and
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for the Council. Each option is a significant departure and development from current
arrangements. In essence this gives three different approaches:

» Reformed ALMO: Strong focus on the housing service.

» In-House: Strong focus on the housing service and the contribution that the housing
business unit can make to the Council’s wider strategic agenda.

» Joint Venture: Strong focus on the housing service with the added benefit of the
expertise of the JV partner.

All the options inherit the same starting position, the same buildings, residents and staff (via
TUPE). Each of these are significant issues in their own right. Each option has been reviewed
against the five individual criteria, including the financial assessment, and in respect of
control and implementation or deliverability. No aspect of the evaluation categorically rules
out any particular option. All options could work.

Every option has a mixture of strengths and weaknesses, so picking the best option is a
matter of judgement about the weighting given to issues, benefits and risks.

There is a decision to be made about how the housing service fits in with the wider Council.
The current position is clear, a standalone housing service, formed to provide a strong focus
on housing management. This approach produced good outcomes for a long period, less
good outcomes recently. Another approach is to view the housing service as an important
sub-set within the wider Council and to seek to maximise the role played by the housing
service in improving outcomes for 12,000 households across wellbeing, employment and
other issues as well as core housing management. If significant weight is given to this
approach then the In-House Option is clearly the strongest option in this regard. This is not
without risk. The biggest risk is that the dilution of focus on the housing service causes
performance to worsen.

Turning next to the financial assessment. In assuring the sustainability of the Council’s
finances there are many variables that the Council cannot control such as the rate of
inflation and government direction on rent increases. There are only a small number of
variables that the Council can control such as staffing costs (employ more or less staff) and
levels of investment (in the existing stock and in building new stock).

The financial model sets out a very tough financial landscape. This is primarily due to three
variables: The governments rent policy (currently CPI -1%); the likely impact of the sale of
high value void properties to fund the RTB for housing association tenants and the profile of
stock investment required to bring homes up to standard. The financial landscape is equally
tough for all the options with savings required of circa £3.6m from core management
expenditure of £12.5m. The ability of an option to significantly reduce operating costs is a
key factor.

It is the In-House option that, by a wide margin, best interacts with the requirement to make
significant savings. The Council has a track record of successfully delivering large budget
reductions whilst carefully managing the impact on services and residents over recent years.
These experiences will be directly relevant to, and can be directly applied to, an in-house
option. In contrast BHP will find it harder to achieve the savings potentially required due to
being ‘arms length’ with the associated costs this structure carries. The Joint Venture will
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take time and money to implement and in any case becomes difficult, if not impossible, to
engineer as the cost reduction requirement increases.

The financials are the most important factor in reaching the recommendation.

Control is another important factor. The In-House option gives the highest level of strategic
and operational control. The Reformed ALMO and Joint Venture options offer good levels of
strategic control (though the ability to change course operates more slowly) and lower levels
of operational control.

Leadership is another key consideration. Here the In-House option faces challenges. Of the
three options, the In-House option may find it hardest to attract high quality housing
expertise. However, the In-House service will have access to the Council’s expertise in cost
reduction and this is an important consideration. Consideration of the salary and positioning
of the senior roles in the In-House Housing Business Unit will be of key importance in
maximising the quality of the field of candidates. Although both other options potentially
bring better leadership to bear, their inherent weaknesses, particularly in relation to the
financial aspects, are more important as matters for comparative consideration.
Governance and resident engagement are important issues also. Irrespective of the option
chosen the existing Board structure within the ALMO is likely to change due to the strong
trend towards skills-based Boards as opposed to Boards with members representing
constituencies (e.g. Members and residents). The option which will have to be most
imaginative in how it addresses Member and resident engagement is the In-House option.
But this issue is not insurmountable and is one other Councils have successfully addressed
on bringing the service in-house. For example a Members and residents committee may
overcome the loss of the ALMO Board under the In-House option.

In conclusion, taking into account the challenging financial landscape, and all other factors
outlined above, it is recommended that the In-House option is chosen. Moreover, the In-
House option offers the opportunity to re-position the housing service within the Council
with the aim of improving a broad range of outcomes for almost 12,000 households. This is
not the lift and shift of a self-contained housing service into the Council’s structure. This is
the engagement of the housing service with the Council’s wider agendas in order to secure
improved outcomes for residents and to enable the Council’s expertise in cost reduction to
be brought to bear. However there are two areas for particular consideration within the
planning for the In-House option and these are identification and mitigation of the key risks
arising from the new position of the housing service within the Council’s wider business and
providing effective arrangements for resident and Member oversight and scrutiny.
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OPTIONS REVIEW METHODOLOGY

Who has been directly involved?
The subject of service delivery to over 12,000 customers is clearly a major issue and the approach

taken has reflected the importance of the subject. The review has been monitored and managed by
a group of people called the Cross Council Group (CCG) the members of CCG are:

= Led by: Phil Porter — Strategic Director Community Wellbeing

. Supervised by: The Cross Council Group (CCG) who have approved all the key content and
decisions. The membership of the CCG is:

o  Phil Porter — Strategic Director Community Wellbeing
o Jon Lloyd-Owen (JLO) - Operational Director, Housing & Culture
o Margaret Read (MR) Assistant Director Corporate Customer Services
o  Minesh Patel (MP) — Head of Finance
o  Neil MacDonald (NMD) — Head of Localities
o  Chris Whyte (CW) — Operational Director Environment Services
o Thomas Cattermole — Head of Executive & Member Services
o  Gerald Davies — Interim Housing Partnerships Manager
. Project managed by: Gerald Davies — Interim Housing Partnerships Manager

. Project input from external consultants: Campbell Tickell (on housing matters) and BMG (on
the views of customers)

= Project support from Serena Hong

What is the question?
The review is about answering the question:

X What is the best way to deliver housing management to the Council’s tenants and
leaseholders in the years ahead?

The way the review has addressed the question
The review has some important building blocks. Each of these building blocks has key questions and

within this report those questions are addressed.
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Essential building block

The questions

How we address the questions

The national context

What is going on in terms of housing policy that
the review needs to take in to account

Section on the National Context

The buildings and the land

What condition is the housing stock in?

Section on Brent Context

Which option can manage the condition of the
stock in years ahead?

Section on the Evaluation of the Options

Which option is best in terms of developing new
stock?

Section on the Evaluation of the Options

The people who live in the buildings

What do we know about the people who live in
the buildings?

Section on Brent Context

What do we know about future demand?

Section on Brent Context

What do we know about what the current
residents think about the future direction for
housing services?

Section on Brent Context
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How will residents be consulted on the decision?

Section on Implementation

The Outcome Required

What is the set of outcomes we want to achieve?

Section on Required Outcomes

The Options

What are the options that we should evaluate?

Section on The Options Described

The Evaluation Model

How do we assess each option to understand
how well it can deliver the Outcome Required?

Section on Options Review Methodology

The Evaluation Findings

What does the Evaluation Model tell us about
how well each of the Options will deliver the
Outcome Required

Section on the Evaluation of the Options

The Recommendation

Looking across the evidence in the Evaluation
Findings which is the best Option?

Section on Recommended Way Forward
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Taking these building blocks the approach of the review is straightforward:

The Outcome Required is shaped by the Buildings and the Land and the People who live in the
buildings.

The Evaluation Model sets out how we will work out how well/less well each Option will deliver the
Outcome Required

The Evaluation Findings set out what we learned when we applied the Evaluation Model to the
Options.

The Recommendation looks across the evidence in the Evaluation Findings and makes a
recommendation about which option best delivers the Outcome Required.

Project Decisions and the Final Decision
The Cross Council Group have made all the key decisions based on work done by the project team.

The Council’s Corporate Management Team have been involved at key stages:

. In setting up to CCG as a body to deliver the project
. In considering the options

. In considering the evaluation method

. In considering the evaluation findings

. In considering this final report

This final report will be sent to the following groups for approval:

. Corporate Management Team
= Cabinet

Each option has a different implementation pathway. The implementation pathway sets out the
most important issues that will need to be sorted out as the option is implemented. This includes
what further approval(s) may be required and the resident engagement/consultation that will be
carried out.

Making sure the review takes into account the facts and views that it needs to produce a
good outcome
The section above sets out the method used in this review. Just as important as the method is

making sure that the review works with the best quality of data and opinions. In the table below we
set out where data and views have come from:
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The Data or Views

What we took in to account

The condition of the Council’s housing stock

The work required to maintain the stock

Information from BHP about stock condition and future work programmes

The Council’s new housing strategy

Discussion with the lead officer for the Council’s new housing strategy to ensure that the content and
potential outcomes of this review were aligned with the relevant objectives in the Council’s new housing
strategy which is currently on its passage towards full approval.

Views of other Council departments

Informal discussions with corporate and operational directors
Formal discussions at Cross Council Group

Formal discussions at Corporate Management Team

Views of Brent Housing Partnership

Informal discussion with BHP senior management
Formal discussions with BHP Board

Submission of an offer document from BHP about ways in which they could see a reformed ALMO
providing greater value to the Council

Detailed liaison on matters of operational and financial fact that play a part in the review

Views of Brent Housing Partnership staff

Briefings open to all BHP staff held by Jon Lloyd-Owen and Gerald Davies.

Views of residents

A telephone survey of approx. 600 residents by BMG
5 focus groups with a cross section of residents

A number of telephone interviews with vulnerable residents
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A meeting with for all involved residents to which 150 were invited and approximately 35 attended

Views of Members

The cabinet decision that instructed that this review should happen
Formal briefings with the leader of the Council, deputy leader of the Council and portfolio holder

There were 2 formal briefings held which were open to all members
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DCLG Guidance on Options Appraisals

In carrying out the review, we have taken into account the guidance from the DCLG (Review of Arms
Length Management Organisations DCLG 2006, and Updated Guidance for Councils Considering the
Future of their ALMO Housing Management Services, Dec 2011). The guidance requires that options
reviews have regard to the financial sustainability of ALMO, the long term viability of HRA and the
strategic direction of Council. All these subjects are addressed in this review.

The guidance also requires that the review should engage the same stakeholder groups as were
engaged when the decision was made to establish the ALMO, and that any change of arrangements
is subject to no less rigorous a test of opinion than at that time. There is no requirement for a tenant
ballot unless there was a ballot when the ALMO was established. The guidance also explicitly
expects that the Council will consult tenants when winding up an ALMO or not renewing its contract,
but here too states that the method of consultation is a matter for local decision. We have taken this
guidance into account within this report.

The link between the review and the Council’s housing strategy

We have liaised with the Council’s Policy and Strategy Manager to discuss the relationship between
this review and the Council’s Housing Strategy, which is currently under review. The review is
concerned with identifying the option that can best advance issues of stock condition, customer
service, development opportunities and operating efficiency. As such the review is in alignment with
the strategic aims of the housing strategy to improve the quantity and quality of housing in the
borough. We are confident that there is no conflict or inconsistency between the options appraisal
and the strategy.
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NATIONAL CONTEXT

The rise and fall of ALMOs
The serious performance issues of Brent’s ALMO (BHP) has led to this options appraisal, and those

issues might make adopting an alternative delivery mechanism seem more attractive. However, it is
important to reflect briefly on why ALMOs came in to being, and the current state of the housing
sector generally.

ALMOs partly came about because of the extent to which, in general, social housing services failed
to flourish within the local authority environment. The argument was that by creating a standalone
organisation with undiluted focus on delivering a housing service, positioned at a greater distance
from broader Council issues, then there was a greater likelihood of success — coupled with this was
the position of the government that funding to achieve the Decent Homes Standard would only be
available to Councils who established ALMOs providing they met the 2 star quality threshold, which
BHP did.

Much has changed in the worlds of housing and local government in the intervening years. Councils
generally and Brent specifically have faced massive funding cuts and have needed to transform and
modernise their services under the most testing of circumstances. This has created an environment
which feels a long way distant from the environment in which the ALMO model came in to
existence.

Despite this, the issues that led to the development of the ALMO model are still relevant. The
housing service is of great importance to residents, and the Council has a direct contractual
relationship with each of its tenants and leaseholders, which distinguishes it from all other services.
But the number of households provided for is still relatively small compared to the number of
households in the borough and the Council’s services to them.

However, in recent years a number of Councils have taken their ALMOs back in-house. Although
some were performing poorly, on the whole this has been done for financial and political reasons. It
was perceived that there was more potential for rationalisation and cost savings, and that the HRA
could be optimised with an in-house service.

The current political environment and housing legislation
The entire social housing sector is currently under political threat in a way it has never been before.

It is not clear where the government’s new leadership will take housing, nor is it clear that the sector
will continue in the same recognisable form for the future.

Amongst a raft of recent legislation and orders, two key pieces of legislation are changing the
housing landscape for registered providers, both Councils and housing associations. Brent’s current
review of housing strategy will work to address these.

The Welfare Reform and Work Act 2016
This legislation required all social housing providers to reduce rents by 1% per annum year on year

for 4 years. It is estimated by the Institute for Fiscal Studies that by the end of this period the policy
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will cost social housing providers £2.3bn in lost income. The government will gain £1.7bn in reduced
housing benefits, whilst tenants themselves will benefit little.

The Housing & Planning Act 2016

This contains a number of wide ranging policy changes including -

. Right to Buy extension, and the levy on higher value Council homes in order to replace homes
sold

. Pay to Stay, higher rents for tenants above a £40,000 income threshold in London

= Starter Homes, subsidised home ownership which can take the place of affordable rented
homes in satisfying the provisions of s106 planning requirements

=  The ending of lifetime tenancies

. Curtailing Council ability to make appointments to or exercise voting rights on registered
provider (housing association) boards

=  Arange of other provisions including planning consent, local plans, & tackling rogue landlords

The thrust of this legislation is to encourage home ownership (at the expense of affordable rented

homes) and to bring in additional funds to the Exchequer. The impact will reduce the total amount
of social housing available and the amount being developed. The levy will have a negative effect on
Council funds but as yet the detail of the amount and operation of the levy is not clear.

Our understanding is that the provision relating to restrictions on Council powers in relation to
housing association boards was not intended to apply to ALMOs. However, the detail of the
regulations has not yet been published and is still under discussion with DCLG.

Change in the wider housing sector

Housing Management services have been going through a period of radical change across the social
housing sector - partly in response to the government's reforms but also in response to changed
customer expectations and requirements.

The huge increases in house prices have rendered home ownership largely unaffordable in London.
According to the website Rightmove, last year most property sales in Brent involved flats, which sold
for an average of £391,957. During the last year, property prices in Brent were 10% up on the
previous year and 27% up on 2013. Unemployment is higher than average at 7%, and salaries lower
than average, with ONS data at the end of 2015 showing that the median salary of a Brent resident is
£25,203. The average flat costs more than 15 times the median income. It is not surprising that there
is considerable pressure on rented housing.

Hand-in-hand with this is the rise in homeless acceptances and rough sleeping. In Q1 2016
homelessness acceptances increased nationally by 9% on the corresponding quarter in 2015, and in
Brent by 10% to 183 households in the quarter. Rough sleepers, last measured (count + estimate) in
autumn 2015, increased nationally by 27% from 2014. Brent has the 6™ highest count of rough
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sleepers of all local authorities in England. Addressing homelessness forms a key plank of the work
to revise Brent’s Housing Strategy.

Until quite recently the housing association sector had not been subject to the same financial
pressures as local authorities, but this is changing. The rent reduction and other ongoing financial
pressures are leading the sector to restructure and transform itself. One response has been to
consolidate and merge, leading to the creation of many large housing associations and groups. In
addition, many RPs are cutting back on non-core services in the same way as local authorities.

On a more positive note, advancing digital technology has the potential to reshape service delivery
and choice. It is becoming increasingly common and sophisticated in housing providers, Councils and
the larger housing associations. Digital transformation enables customers to engage with their
landlord by, for example, ordering repairs online or through an app on their smartphone, or by
taking photos of issues on estates and submitting them via an app that automatically tags the exact
location. Through digital transformation it is possible to improve services, improve accessibility of
services and to reduce cost. Our evaluation criteria look specifically at this important topic.
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BRENT CONTEXT

This section considers the nature of the housing stock and Brent's approach to asset management. It
also describes the characteristics of the households who occupy it, and their views on the current
service.

Demographics

The Council housing stock
The housing stock currently managed by BHP comprises 11,957 units of which 7,714 are tenanted

and 3,699 are leasehold. The remainder are a mixture of miscellaneous units such as shared
ownership, and those owned by BHP.

Council homes are primarily flatted estates with 1 or 2 bedrooms. Flats are heavily concentrated in
the South East of the borough. Houses tend to be 3 or more bedrooms and are spread more evenly
across the borough.

Brent’s Asset Management Strategy
The Council’s Asset Management Strategy was agreed in 2013. It set out a long-term approach to

the maintenance and development of the Council’s housing assets in order to best meet its housing
objectives, and was subject to wide ranging public consultation. The strategy developed 4 key
objectives -

=  Stock Investment — to improve and maintain the condition of the existing housing stock

=  Stock Reform —to raise the performance and improve the balance of the stock to better align
with housing demand

] Development — to provide additional affordable housing to increase the capacity to meet
housing need

. Rent Policy — to provide the income required to fund the investment in existing and new
Council homes

The strategy set out priorities for a 7-year stock investment programme, which are focused on
maintaining the Decent Homes Standard, roof & window renewals, and energy efficiency and fuel
poverty works. The indicative cost for the forthcoming 5 years was £86.3m (in 2013), with the
annual budget to be agreed by the Executive year on year.

Brent Housing Partnership (BHP) takes lead responsibility for the implementation of many elements
of the strategy, in particular the management of the stock investment programme and the initial
phase of development on existing HRA estates. The latter is described further under the section
'Current Arrangements'.

BHP’s Asset Management Plan sets out arrangements for delivery. Following a detailed procurement
exercise, in 2014 Wates Living Space were appointed to deliver the stock improvement programme,
with a 5-year contract renewable for a further 5 years. BHP are responsible for monitoring the
programme and managing this contract.
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In 2014/5 the budgeted investment programme was £10.2m and the outturn was £7.9m. In 2015/6
the budget was £44.8m and the outturn was £29.5m. This year’s programme is budgeted at £33.8m
and is currently forecast to be on target.

As can be seen from the outturn figures, during the first two years of the contract there were

performance concerns as, amongst other matters, not all of the planned work was carried out.
Discussions regarding these led to a settlement which aimed to resolve the issues on mutually
acceptable terms. This settlement has recently been confirmed and signed off by both parties.

Tenant and Leaseholder Households
An average of 3.3 people live in each tenanted property, and 4.8 people live in each leasehold

property. Comparing the number of people per household to the number of bedrooms, there is a
small degree of overcrowding in Council tenanted stock (bedrooms minus occupants = -1.3, equating
for example to 2.3 people living in a 1 bed unit, or 3.3 people in a 2-bed unit). Using the same
method of calculation for leasehold properties shows that leasehold households tend to be
considerably more overcrowded (bedrooms minus occupants = -3, equating for example to 4 people
living in a 1 bed unit, or 5in a 2 bed).

The level of overcrowding is slightly surprising given that 52% of tenants and 37% of leaseholders
claim Single Person Discount on Council tax. By definition, these people are not overcrowded
(bedrooms minus occupants must be zero or a positive figure) which suggests that amongst those
who are overcrowded, it is considerably more marked than the averages would suggest.

Ethnicity of residents
The chart below shows the ethnicity of BHP tenants, and compares this with the population of Brent

as a whole. Amongst tenants, 67% are non-white, which is 7% higher than the Brent population as a
whole. There is a significantly higher proportion of black tenants and lower proportion of Asian
tenants when compared to Brent’s population as a whole.
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There is considerable diversity of religion amongst the population as a whole. Unsurprisingly,
amongst tenants the proportions of different religions (relative to the population as a whole) tends
to reflect the ethnicity of tenants, with a higher proportion of Christianity and notably lower
proportion of Hinduism. There are slightly more Muslims amongst the tenant base but this is not
marked 23% compared to 20% in the general population.

Age and vulnerability
34% of tenants are over 60 years old. Interestingly, although there are slightly more elderly women

than men the difference is not marked, whereas in the age groups 30-60 women outnumber men by
almost half as many again. This might suggest an increasing preponderance of women tenants in
future years, though without analysis of trends in allocations data this is only speculative.

Amongst all tenants, around 4% have a disability. Amongst tenants aged 60, disability is roughly
double that rate. Almost 8% of tenants are classified as vulnerable, and this breaks down as shown
below. Slightly more than half of all vulnerable tenants are elderly.
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Income

Across the borough, unemployment is higher than the national average at 7%, with 10.2% of Brent
residents in receipt of out of work benefits.

Salaries are lower than average. 31% of employees living in Brent are low paid, the second highest of
any London borough and ten percentage points higher than average. ONS data at the end of 2015
showed that the median salary of a Brent resident is £25,203.

84% of tenants and 43% of leaseholders claim Housing Benefit.

Implications of the resident profile
There are no specific implications for the options appraisal. However, the provider will need to be

mindful of profile of the residents and reflect this in their offer.

Additional information regarding equalities issues may be found in the Equalities Impact
Assessment.
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Residents’ opinions of the current service

To gain additional insight as part of the overall review the Council commissioned BMG research to
undertake an opinion survey and a qualitative examination of residents’ using focus groups and in-
depth interviews.

For the survey 600 telephone interviews were conducted in August 2016 using a random sample of
BHP residents (526 tenants and 74 leaseholders). There were 5 focus groups, as follows:

. Elderly tenants

=  Tenants with a disability

= Tenants who live on estates

=  Tenants who do not live on estates
. Leaseholders

In addition to the above, there were in-depth telephone interviews with younger persons and with
persons known to have some form of vulnerability.

Set out below is a summary of the findings of this work — copies of the full report are available.
Overall perceptions

The most important indicator is the level of satisfaction with the service and the figure below taken
from the report shows the amount this has changed since these surveys were began.

Overall level of satisfaction with the service
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The opinion survey findings show that the top service priority for tenants is the repairs and
maintenance service, whilst for leaseholders this is split equally between the repairs service and
dealing with anti-social behaviour.

Service improvements
The 3 services indicated by residents as most in need of improvement are:

= Repairs and maintenance
. Dealing with Anti-Social Behaviour

=  Quality of homes

Similar areas of improvement were indicated in the qualitative activity with repairs and maintenance
and quality of home being most frequently mentioned.

Repairs and maintenance service
The opinion survey found that dissatisfaction with this service appears to be driven by residents

having outstanding repair work needed or where it has taken multiple attempts to get repairs fixed
or where there has been poor communication or where the quality of the work has been poor.

Improvements suggested echo the opinion survey with the majority saying the ease of reporting a
repair, the quality of the repair work and keeping residents informed as to the progress of a repair
are the areas most needing attention. The qualitative findings also indicated that there is an
apparent lack of communication within the contractor resulting in incorrect tradespeople turning up
or them arriving with the wrong materials for the work resulting in multiple visits.

Keeping residents informed
The opinion survey has shown that a majority of residents are of the view that BHP do not keep

them informed with many saying they receive very little communication about what is going on in
their area and that the level of communication has deteriorated over recent years.

A majority have also indicated some frustration at having never received communications from their
housing officer.

Involving residents and acting upon their views
Less than half of residents (48%) are satisfied that BHP listen to their views and act upon them with

the level for leaseholders alone dropping to 38%. Residents feel it is important to be involved and
listened to as residents.

Customer service
Many residents were able to provide examples of good customer service that they had received

from BHP whilst those who felt they had received a poor customer service were generally referring
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to the amount of time they had spent trying to get through to someone on the phone and chasing to
progress their queries.

Estate Services
Around six in ten residents were satisfied with the grounds maintenance service (62%), 58% with the

overall estate service provided by BHP, and the same level of satisfaction with the cleaning of
communal areas and the external communal areas.

Dealing with anti-social behaviour
Around half (51%) of residents who stated that they had reported ASB to BHP in the last 12 months

were dissatisfied with the way BHP had handled the case, whilst seven out of ten were dissatisfied
with the outcome of their complaint.

Involved residents’ event
The Council, as part of the steps necessary to engage with the directly affected stakeholders, held an

event aimed at those residents (tenants and leaseholders) who regularly participate in the various
engagement arrangements which BHP operates. There were 150 such persons invited to this event
and this listing was supplied by the Community Engagement Unit within BHP.

The event took the form of a briefing session on:

. Why the review is taking place
=  What are the options the Council is considering

=  What the Council is seeking to achieve from the review — particularly the benefits that should
accrue to residents

There was also a workshop session which gave the participants the opportunity to articulate their
hopes and fears regarding the potential outcomes from each of the three options. The outcomes
from this workshop session are set out in Appendix 2.
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REQUIRED OUTCOMES

Introduction

This section explains the five headline criteria we have used. Each criterion is a statement about one
or more aspects of the service and/or outcomes that we want the housing management service to
achieve. Looking across all five of the criteria you should have a clear idea of the type of service the
Council is looking for in the future.

What did we take in to account when thinking about the criteria?
The five criteria are designed to support and deliver the important issues in:

=  The Housing Strategy
(see section Responding to the Council’s Review of its Housing Strategy on pages 19 - 22)

=  The Council’s housing stock
(see section Brent’s Asset Management Strategy on page 23)

=  The people who live in the Council’s stock
(see section Demographics on pages 24 - 26)

. What residents think (see section What resident’s think on pages 27 - 32)

In the sections below we talk more about each criterion.

Assures provision of modern, high-quality and continuously improving housing
management services

A modern service will offer more opportunities to customers to self-serve via the web or
smartphone apps. This type of service costs significantly less than telephone or face-to-face service.

A high quality service will be clear about what the service is and will have processes in place that
convert a work request (which could be a call from a resident to request a repair or the service
provider needing to deal with unpaid rent) in to activity that completes the work request. The
process will be efficient, so waste will have been eliminated.

A service that continuously improves will have techniques in place to learn from mistakes so that the
way the work is done is tweaked when necessary, will review services and will be willing to try and
solve difficult service delivery problems.

Achieves significant efficiencies and savings to contribute to the financial sustainability of the
Council’s housing revenue account

Council and housing budgets are under considerable and ongoing pressure. The ability to operate
efficiently and produce savings whilst also delivering the required levels of service is a vital attribute
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of an option. If an option is weak in respect of this aspect, then the outcome might be that when it is
required to produce savings then the service suffers more than if a more effective organisation had
had to deliver the same saving.

There are two ways to produce savings. The first is by doing less. In other words by defining a
smaller scope of service. An example might be if you offered direct debit (50p per transaction) and
standing order (£1.50 per transaction and your most expensive payment method) (these costs are
made up simply to provide an example). If you stopped offering customers the choice to pay by
standing order then you would be offering a smaller scope of service but your transaction costs
would be lower.

The second way to produce savings is by operating more efficiently. For example, lots of customers
would like it if they could report a repair online 24 hours a day and be allocated an appointment for
the repair to be done. This approach would have much lower transaction costs that receiving repairs
requests over the phone. This would produce an efficiency saving. This saving can then either be
taken (so you spend less money to achieve the outcome) or reinvested, so you spend the money you
have saved to deliver more work and better outcomes from the same budget.

Maximises the value and performance of the Council’s housing stock through active asset
management and new development.

Active asset management is about looking after the buildings that Brent’s Council tenants and
leaseholders live in. it is a complicated sequence of events:

. Defining the outcome you want to achieve (Cheap for residents to live in? Easy to maintain? But
what about when you can have one but not the other?)

] Deciding how you will spend the limited amount of money to have

. Letting contracts that get day-to-day repairs and improvement works done. Achieving a
competitive price for a clearly defined level of quality of product and service

] Managing the contracts to ensure that the specified timescales, cost and quality are achieved.

New development is about building new homes to be able to meet more of the huge demand for
affordable housing in Brent. This might mean being imaginative and adding extra floors to an
existing building, or converting an undercrofts or it might mean building new homes on land on
existing estates.

Contributes to improved outcomes for tenants including in respect of employment and training,
health and wellbeing and tenancy sustainment for vulnerable tenants.

The housing service has a strong customer relationship with 12,000 households across the borough.
Thinking more widely the Council wants to make a positive impact on the quality of life of everyone
who lives and works in the borough. This criterion is about the extent to which an option can reach
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beyond basic housing management to achieve improved outcomes for tenants including in respect
of employment and training, health and wellbeing.

There are three main ways in which this might happen. Firstly, the housing service could use its
relationship with the 12,000 households to signpost to a range of services provided by other Council
departments. Secondly the housing service could be paid by other Council departments to deliver
services to its customers on behalf of the other departments. Lastly, the HRA might fund activity by
other Council teams for services delivered to tenants and leaseholders.

Contribution to the delivery of the Council's priorities

This criterion makes clear that the extent to which an option can contribute to the Council’s
priorities is an important consideration. It is possible for a housing service to operate with a
significant degree of independence from the rest of the Council. This criterion expresses the
Council’s intention that the housing service should be fully engaged with the Council’s wider
priorities and should be able to secure improved outcomes for the 12,000 households beyond just
housing management. Also of relevance is the degree of flexibility displayed by an option,
adaptability in the face of changing Council priorities over time.
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CURRENT ARRANGEMENTS EXPLAINED AND ANALYSED

The Current Housing Management Service

LB Brent established Brent Housing Partnership (BHP) as an Arms Length Management Organisation
(ALMO) in 2002 and agreed a new 10-year management agreement in 2013.

‘Arms Length’ means that, whilst it is wholly owned by the Council and that the tenants remain
Council Tenants with the rents set by the Council, it has its own board of management and is
expected to operate within the terms of the management agreement and achieve jointly agreed
levels of performance.

The current arrangements and Management Agreement were established in 2013 following an
independent review of housing management and stock ownership options. The Council’s Executive
decided to renew the agreement with BHP but on an ‘optimised’ basis. This optimisation took
account of the planned co-location of BHP in the Civic Centre and required the increased provision
of services, primarily support services, by the Council to BHP and these operate through SLAs. These
arrangements were also designed to realise efficiency savings and reduce the cost of the service to
the Council’s HRA. It was also recognised at the time of renewal that there was potential for BHP in
future to provide additional services to the Council. The one specific area where this has been
realised is in respect of the provision of development services for a programme of new-build
schemes.

The 2013 Management Agreement provides for the agreement of an annual Delivery Plan which BHP
are required to implement, and for regular performance monitoring and partnership meetings to
govern the relationship. Following renewal of the Management Agreement a Client-side function
was established within the Council to support the effective operation of the Management
Agreement and provide strategic and performance oversight of BHP.

Currently BHP provides housing management services to the Council’s 7,714 tenants and 3,699
leaseholders plus to the 332 BHP homes owned by it directly. The nature of these services is
described in detail below.

This section is organised into the core areas of work:

] Core Landlord Services (customer services, tenancy management, leaseholder management,
property services, resident engagement)

= Services BHP delivers for Brent Council (financial inclusion, clienting of Tenancy Management
Organisations (TMOs) and Travellers Sites

] Back office (Customer Services, ITU, finance and HR)
=  Additional services (BHP Academy, management of PRS stock, HRA development
. Governance

. Finance
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Core Landlord Services

BHP delivers a full set of landlord services on behalf of the Council. Some services are provided
directly by BHP and its staff; other services are provided by contractors who are contract managed
by BHP and this is indicated where appropriate.

Customer services

4BHP operates a call centre for all customer enquiries, and provides face-to-face services at the
Council’s contact centre and where appropriate on estates. Around 80% of the telephone enquiries
each month concern repairs.

Tenancy Management
These services are all delivered directly by BHP staff:

=  Tenancy Conditions— handling all aspects concerning observance of the tenancy agreement —
e.g. nuisance/ minor ASB; answering queries; unlawful occupation; etc.

=  Voids and Lettings — Processing vacant properties for re-let and the sign-up of new tenants;
processing of transfer requests from existing tenants, and dealing with tenancy succession;
€.200 new tenancies are let each year.

. Rent collection and recovery — seeking to ensure prompt payment and pursuing cases where
there are arrears — giving advice on welfare benefits and debt management. The total income
sought is £52.9m of which £28m is paid through Housing Benefit

. Resident engagement — Consultation and involvement of tenants (and leaseholders) to inform
service performance and improvement.

=  Anti-Social Behaviour — dealing with the more complex and serious cases

Leaseholder Management
] Handling landlord/leaseholder issues for these 3,699 properties including dealing with absentee
landlords that have sub-let. This includes:

=  Communal services - Provision, charging and collection of service charges for communal
services (such as block cleaning, grounds maintenance, communal repairs, etc.)

. Major works - Statutory consultation in respect of planned maintenance and major works and
associated billing and collection.

Property Services
=  The majority of these services are contracted out but managed by BHP:

=  Estates Management — the management of contracts for grounds maintenance (part of the
Council contract with Veolia), communal cleaning (contracted out); refuse disposal
arrangements (also contracted out); TV aerial systems & CCTV) etc.

. Repairs & Maintenance — the provision of a responsive repairs service communal and
tenanted property repairs. BHP processes 35,000 repairs a year — all of which are carried out
by Wates
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= Void repairs - repairs to empty properties in readiness for their re-letting are undertaken by a
small directly employed team but this is under review

=  Planned Maintenance and Major works planning, procurement and contract management of
a programme of planned maintenance and external decorations works and of major works to
homes and estates, which are currently carried out by Wates. Management of other capital
works programmes and their respective contractors for lift and heating renewal, electrical
testing and upgrading, etc. This year works are programmed to over 1,600 units with a
budget of £33m

=  Health and Safety Compliance

=  Commissioning Gas servicing and checks to all tenanted properties which have gas heating,
and commissioning of required communal water, fire safety and other H&S checks and
compliance.

Additional Services provided by BHP on behalf of LBB
BHP also delivers a range of other services:

Community Fund and BHP Academy
These are BHP’s investment in community development

PRS and property management

This includes two main areas, the refurbishment, letting and management of vacant regeneration
properties at South Kilburn (c.100 units currently) and of a reducing number of private leased
properties (c.50) which are used as temporary accommodation for homeless households; and
Council-owned, acquired and let properties (to families towards whom the Council has a homeless
duty). BHP have been providing the refurbishment and void repairs service (all properties) and
housing management and responsive repairs service (Brent properties only) under a SLA. The target
is 120 of these within the Borough by 2018.

(HRA) Development Agency

There is a small team of 4 which manages the development of new-build homes for the Council. The
present programme will deliver c.200 new-build homes by 2018, mainly general needs housing with
some NAIL provision.

Further non-core services

These services could be delivered independently of the core Landlord Services, by another
organisation including by the Council. However, until this point, the Council has commissioned BHP
to do them.

e Financial inclusion
The provision of advice and assistance to enable tenants to protect their income including
welfare rights, this is commissioned by Brent Council Housing independently of the core
financial inclusion Council offer
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e (Clienting of Tenant Management Organisations (TMOs)
There are 2 of these tenant run organisations who provide directly a full range of housing
management services to about 500 tenants and leaseholders. These groups have their own
management committees made up of residents, who manage the housing services for
residents in their area. The TMOs are responsible for the day-to-day running of services such
as repairs and collecting rent.

e Travellers’ site
BHP acts for the Council as the client with the site management service being delivered by
Oxfordshire County Council

e Right to Buy (RTB)
Processing RTB applications (about 220 per annum) and sales (about 60 per annum).

Back Office Services
BHP provides the following services for itself internally:

=  Finance. The provision of accountancy, financial planning and payment of suppliers for an
organisation with a turnover of £55.6m (this figure excludes the rental income which goes
directly into the LBB’s bank account)

=  Performance management.

. Complaints. BHP currently deals with Stage 1 customer complaints (as do Brent Council
departments), and there is close working with the Council’s corporate complaint department

=  Customer contact centre. The receiving, processing and progressing of 83,220 calls each year,
many of which are resolved at that initial point of contact

. Communications. BHP has a small team, who are responsible for conveying information about
the range of services and keeping residents informed on progress and other news — this
includes regular newsletters and the BHP annual report

=  HR. The provision of the whole range of HR services for 178 employees

Other Support Services from LBB
Currently BHP buys £1.3m of support services (through specific SLAs):

] Accommodation
. ITU services
] Payroll

=  Some Council legal services are provided to BHP (for example for possession proceedings, RTB
conveyancing) and

. Internal audit and investigations.

Governance
The Board of Management of BHP is both responsible and accountable for the operation and

financial management of BHP to the Council. The current Chair is an independent member and the
Vice-Chair is a resident member. The BHP Board consists of 13 directors:
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=  Three Councillors — appointed by the Council
. Four independent members — appointed by the Board

=  Six resident members — elected by residents

The interim Executive Leadership Team, which was restructured as part of the Recovery Plan,
currently consists of the:

. Managing Director (interim appointment but holds the substantive post of Director of Finance)
" Director of Transformation (interim appointment)

. Director of Property Services (interim appointment)

Under the Management Agreement the Council and BHP operate a partnership arrangement for
general liaison, direction, monitoring and advice. The Council, through its Housing Partnership
team performs the client role for BHP. In addition to the Operational Director and Head of Housing
Partnerships (who have other responsibilities) there is one dedicated officer to support this function.

Finance
The BHP management fee, funded from the Housing Revenue Account (HRA) for 2016-17 is £7.5m.

Current Management Arrangements — Performance

This section of the report provides an overview of BHP’s performance. It explains why the Council
intervened and sought to address failings in the delivery of services, and will, when it is complete
have a detailed overview of performance for January — October 2016.

When the Management Agreement was reviewed in 2013, BHP’s performance was judged to be
reasonable, including against benchmark performance measures. The explicit goal of the review,
though, was to improve performance (to move from average to upper quartile) and increase value
for money (to make BHP one of the strongest performing providers of housing management
services).

Following renewal of the Management Agreement and recruitment by BHP of a new Senior
Leadership Team in 2013, an extensive and comprehensive restructure of the organisation took
place. This was substantially completed by late 2014/15 with an expectation that service
improvement would follow. In 2015/16 performance did not improve, indeed, in some areas it
worsened and there were particular issues with the management of the stock investment
programme and the asset management contract with Wates. This compounded underlying issues of
relatively low levels of customer satisfaction and a high level of complaints. This led to the Cabinet
report in April and the issuing of a letter from the Council to BHP outlining the breach of the
management agreement.

A new interim senior leadership team was established in January 2016 and a Recovery Plan put in
place, running initially to June, but now extended to October 2016. A BHP Transformation Board
oversees progress against the Recovery Plan. A separate full assessment of progress during the
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Recovery Plan period is being undertaken in response to the breach of the management agreement
and as part of the Housing Management Options Review. This will include a full assessment of the
recent trajectory and future prospects for improvement. (Therefore, this section will need to be
reviewed and re-written when this work is completed.)

Target Operating Model ‘as is’ summary
Alongside the recovery plan, BHP and the Council jointly commissioned Altair to develop a new

Target Operating Model (TOM) for BHP would be applicable whichever of the options was
implemented. One of the key elements of any TOM is a diagnostic of the current (‘as is’) position.
The work to develop the ‘as is’ was done with residents, staff and the Board and has been signed off
by BHP. This was done in the first 3 months of 2016, and the summary below represents the
position at that time:

= A lack of customer focus / understanding of customers’ needs, including limited data on
customer insight, traditional approach to customer access and Customer Relationship Team not
performing and isolated

. Underperformance in core areas, for example, complaints (in terms of response time and
quality), voids management (poor performance)

. Recognition that the current service is very traditional in its design and not fit for modern ways
of working / service delivery, including:

= A structure which put too much resource in the back office, created silo working and had not
been successfully implemented (staff reported an unhelpful focus on the restructure even at
the beginning of 2016)

. Utilises inefficient working practices, for example, through limited use of technology, no
centralised data, and poor application of processes (not customer focused)

] Key functions missing, for example, contract management, performance, and service
improvement

] Poor working relationship between BHP and the Council.

The next section provides more information on performance of the core landlord services. We have
set out and commented upon satisfaction with the services in the section ‘Brent Context’.

Performance in Core Landlord Services
Customer Service
At the point the recovery plan was initiated there were significant concerns about the quality of

customer service. This ranged from front line performance issues such as the fact that in 2015/16
only 88% of calls were answered, and those that were answered had to wait for an average of 2 mins
and 5 seconds to speak to someone. However, it also included concern over the time it took to
respond to complaints and the nature of the complaints, which were more wide ranging than poor
front line customer response and indicated deeper issues about both the focus on the customer and
the joined up end to end processes.

This was an early focus of the Recovery Plan (January — February) with the development and
implementation of the BHP customer care charter, external customer care training for all front line
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staff, with some measurable initial improvements, for example, in call response times (down to 1
minute 45) and complaint response times (97% within 20 days). However, progress has been less
noticeable in terms of the nature and severity of complaints. This is because many of the
complaints relate to repairs, and the issues here are about the end to end process. It is good that
the customer service team are now better trained and more responsive, but they still have no access
to information about repair delivery (so can’t answer questions about progress of repairs) and there
are still performance concerns with Wates in delivering repairs on time and to the right standard.

Tenancy Management
Core activities in this area of BHP performed better than other areas, for example:

=  Rent collection — performance was reasonably good despite the pressures arising from welfare
reform though this is below the lower quartile position and has not met the agreed target level

. Voids Performance — the Council set an average performance level of 27 days which was the
top quartile standard (it is now 21 days). From April to September 2015/16 performance fell
well short of this level at an average of 37 days but the position improved over the second half
of the year with an average of 24 days’ turnaround from October to March. The recovery in
the second half of the year meant a full year out-turn of 31 days achieved. BHP’s performance
in the year to date is an average of 26.6 days which does not meet the reduced target of 24
days in 2016/17.

=  Anti-social behaviour — after a period where perceptions of ASB performance had plateaued, a
recent survey has indicated a sharp decline in satisfaction; though this is from a low base of
respondents to the survey on this issue. (99 cases).

There is also a perceived shortcoming in the extent and meaningfulness of resident engagement
underpinning tenancy management. This relates to a perception that the restructure of 2014
reduced the number of front line staff (bolstering the back office instead, which was supported by
the TOM ‘as is” analysis); a perception from residents already noted in Customer Service that the
staff that remained were less customer focused; and a perception that the wider resident
engagement structures were not working as effectively as before. BHP has already identified that
this is an area requiring attention and have had this aspect of the service independently reviewed.

Leaseholder Management

Levels of leaseholder satisfaction have been historically lower than the sector average and are
currently below the target set. A peer review of leaseholder services has recently been undertaken
for BHP and a residents’ panel from members of the BHP Board is considering the outcome. Officers
are drawing up a leasehold improvement plan, in consultation with the panel, which will draw upon
best practice across the sector, and will also focus upon better information provision and additional
engagement opportunities with LBB’s leaseholders.
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Property Services

It was in this area that the most significant failings in service occurred. In particular, the following
areas were identified as requiring remedial action by BHP and are key areas within the Recovery
Plan:

= Stock Investment — in the last financial year the target number of properties requiring these
works was 1,700 and, in fact 2,300 units were programmed to receive these. The outturn for
15/16 was very disappointing at only 862 units. The current position is much more positive
with all task orders issued, Wates mobilised and everything in place to deliver this year, which
means there is an expectation that c.1500 units will be completed in 16/17. The section ‘Brent
Context’ sets out more details of Brent’s Asset Management Strategy and stock investment
priorities.

=  New Build Development — the Council’s expectation was that there would be 30 starts on site
by last September and 100 units with planning permission. BHP actually achieved 31 starts
within the financial year and planning approval for 60 units. There have been various
difficulties and the nature of some of the sites has meant that the giving of planning approval
was more problematic than that envisaged. Overall there are issues of critical mass in this size
of programme which inevitably militates against the throughput the Council has expected to
achieve

= Property Services Internal Audit — this audit carried out in January 2016 reinforced the findings
from the ‘as is’ section of the TOM highlighting a wide range of shortcomings across property
services related to procurement, contract and performance management of key contracts and
compliance. Significant work has been done in this area since the Interim Directory of Property
Services was appointed, and BHP have committed to ensure that all of the recommendations
will have been implemented by 31" October 2016.

Review of the performance of BHP regarding the Recovery Plan

BHP’s Business Recovery Plan set out the key areas for performance improvement from the
beginning of January 2016 for the next six months. The aim of the plan was to raise BHP’s
performance to a level that is equal to, or better than, comparable housing management
organisations (Councils, ALMOs and housing associations) in London and to meet corporate service
standards.

The main Business Recovery Priorities focused on improving:

. Senior Leadership and Governance

. Capital Programme Management and Delivery
. Landlord Services Performance

. Corporate and Financial Compliance

= Efficiency and Effectiveness

= Support for Staff

Whilst the plan was initially approved to run for 6 months (to end of June 2016), it was extended to
the end of October 2016 by mutual agreement.
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Responsibility for the achievement of the Plan rested with BHP’s Board working through the Interim
Managing Director and Senior Leadership Team. The implementation of the plan has been led in
most respects by the interim Director of Transformation. A joint BHP and LBB Transformation Board
has overseen its implementation.

Senior Leadership and Governance
By the beginning of the Recovery Plan period, the previous Managing Director had left and action

was being taken to complete the term of employment of the then Director of Operations. The
successful conclusion of this facilitated the creation of the current interim management team
consisting of: Managing Director; Director of Transformation; Property Services Director.

It is reasonable to say that this team has made great strides towards the achievement of the
Recovery Plan’s objectives and targets. Furthermore they have worked upon the development of a
new Target Operating Model which once adopted and implemented should mean that:

= customers will be at the heart of the service
= it will enable significant efficiencies to be made
= it will deal with immediate issues but also enable a focus on longer term and strategic planning

= there will be clear alighment with the Council at three key levels (leadership, performance
management and service delivery)

=  there will be a shift to more pro-active relationships with stakeholders and customers, with
services shaped through partnering at a local level

= there will be active use of data and customer intelligence to ensure that central but flexible
services are deployed to meet demand

=  modern technology will be utilised to drive efficiencies in areas such as customer contact, ways
of working, information management etc.

Whilst the development of the TOM has progressed it has been decided that its implementation
would be put on hold until the review indicates the option likely to be chosen subject to consultation
— for the nature of the TOM will vary to some greater or lesser degree option to option.

Regard should be had in reading this section to Appendix 5 which shows BHPs performance in
meeting the individual Recovery Plan targets that were jointly agreed by BHP and the Council.

Governance aspects
The various actions required in the plan have all been achieved including the actioning of all of the

audit recommendations and the review of the TMOs.

Capital Programme Management and Delivery
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There were significant issues with the BHP clienting of the Asset Management Strategy and the
performance of the Planned Maintenance contract. The Council instigated a fact finding review
which identified compliance and contract management weaknesses, and an action plan was put in
place to address these.

The appointment of the interim Property Services Director has allowed BHP to focus more on this
key area. The first task of the Director was to resume the commercial negotiations with the
Contractor in line with the contract and appoint a partnering advisor and an independent expert to
undertake the open book accounting. This has led to a commercial agreement being reached which
has allowed the contractor to achieve the income which they believe they were promised against a
series of service kicks aimed primarily at addressing the issues with the responsive side of the
contract such as better IT links and improved performance.

In terms of actual performance, the levels set for 2015/16 were not fully realised however, the
contractor handed over 864 homes by the end of March 2016. The remaining homes, approximately
340 units, have been added to the 2016/7 programme with the final 61 properties being completed
by the end of October 2016.

BHP are beginning to mobilise work to the 1,700 properties identified in Year 4 (2017/8) of the
programme, to ensure all the pre-commencement work is completed by January 2017 and site set
up installed by March 2017 to enable a full 12 months of productivity.

BHP are now producing the Year 5 (2018/9) property list to enable a critical path document to be
produced, which informs the resource planning process to deliver year on year outputs.

This programme area, which was failing, is now demonstrating that BHP have improved remarkably
and if the current plans and programmes are realised, their performance will be at a very
satisfactory level.

The issues of contract management as highlighted in the Council’s audit report have been
addressed. The structure of Property Services has been altered to create a Compliance and Risk
Team which monitors all compliance with Health and Safety, contracts and procedures. Monthly
statistics are reviewed by senior managers to ensure that corrective action is taken in a timely
manner.

Responsive Repairs Service
This is an area of continuing poor levels of customer satisfaction where there has been no

discernible improvement as the following graph from the BMG resident satisfaction surveys
demonstrates. Indeed, this is the main area of poor performance which is continuing to severely and
adversely affect BHP’s reputation.

Satisfaction with the repairs & maintenance service
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Although repairs only features in the Plan’s performance indicators in respect of satisfaction, BHP
have stated they are not satisfied with the current level of service delivery. Enhanced monitoring of
customer satisfaction with the repairs service, and complaints about poor service delivery have been
introduced by BHP and they have started to collect satisfaction data through a third party. The

volume of customer satisfaction surveys completed and collected by the contractor is so low that
the data is not statistically valid.

Given the complex nature of the Integrated Asset Management Contract of which responsive repairs
is a part, BHP are continuing to work within the partnering contract requirements to resolve the
performance issues.

Development Agency Services

The Council’s expectation was that there would be 30 starts on site by September 2015 and 100
units with planning permission. BHP actually achieved 31 starts within the financial year (i.e. by end
March 2016) and planning approval for 60 units. There have been various difficulties and the nature
of some of the sites has meant that the giving of planning approval was more problematic than that
envisaged. Overall there are issues of critical mass in this size of programme which inevitably
militates against the throughput the Council has expected to achieve. The present programme will
deliver c.200 new-build homes by 2018.

Complaints Handling & Members Enquiries

In January 2016 Performance on stage 1 complaints and Member’s Enquiries was below the targets
of responding within 20 and 10 days respectively (74% and 92% against 80% and 95%) with
performance varying significantly across teams.

As of 30" September performance on stage 1 complaints and Member’s Enquiries is now
maintaining the performance on target against the timescale of 20 and 10 days respectively (99%
and 100% year to date against 100% targets) with consistent performance across teams.

BHP have benchmarked their 2015/16 complaints performance and volumes against 86 other
housing providers which has shown that the volume of complaints they receive is median quartile at
36.92 complaints per 1,000 properties. Of the 12 London based providers who took part in the

43
Page 120



(@D)
o) Brent

Review of Housing Management Options

exercise BHP has the third lowest level of complaints per 1,000 properties with only CityWest Homes
and Sutton Housing Partnership having lower complaints levels, and with the London providers
having an average of 57.08 complaints per 1,000 properties.

Leaseholder Management
The issues with the planned maintenance contract had a knock on effect to the Leasehold service,

with, at one point, 65% of correspondence logged relating to Leasehold Services due to issues with
the lack of consultation on works and the level of estimated charges being proposed.

The improvement in the management of the planned maintenance contract had reduced the level of
correspondence to only 50% (634 enquiries) of logged correspondence relating to Leasehold
Services. All of the statutory consultations have progressed smoothly, with significantly fewer
objections raised by leaseholders.

In order to improve the service BHP arranged for a Peer Review to be carried out by another London
ALMO and a workshop was held with Board Members on a potential new offer to Leaseholders. The
outcomes of the review and the workshop will be reported back to Board.

Voids Management
The turnaround time for standard voids was high at 31.5 days against the upper quartile peer group

benchmark of 27 days.

This is an area of significantly improved performance with the average turnaround time now being
26.6 days which is better than the lower quartile HouseMark position of 30 days but still not meeting
the target of 24 days set under the Recovery Plan.

Customer Access
The average time to answer calls in 2015/16 was 125 seconds — well above the target of 75 seconds.

The position for 2016 (year to date) is that this has improved to 103 seconds against a new
corporate standard of 60 seconds.

In relation the number of calls actually answered — BHP handle just under 50% of all calls which the
Councils system handles. Of these around 92% are answered — making them the 3™ best Council
service comparing well to the Council-wide average of 84%.

Overall Performance and Benchmarking
Whilst overall the tenant and leaseholder satisfaction with the service has not deteriorated, it has

not improved either — the graph below illustrates that, despite signs of an upward trend earlier in
the year — the levels of satisfaction are back at the point where the Recovery Plan started.

Satisfaction with the overall service provided by BHP
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Overall performance in meeting the Recovery Plan requirements

Whilst there have been some significant improvements in performance — the capital programme and
voids being notable examples — the general performance of the service has flat lined. Please see
Appendix 5 for the detail of the performance of BHP during the Recovery Plan period as compared to
the agreed targets; the HouseMark benchmarks; and the corporate standards. This shows that:

= satisfaction of residents is low
=  the time taken to answer telephone calls is to long

rent collection performance is currently below the lower quartile comparator housing
organisations (2 years ago this was top quartile)

Directly below there is an analysis of BHP’s performance compared to other housing providers in
London and on a national basis.

Comparing the performance of BHP with other organisations

Benchmarking

HouseMark is the leading provider of social housing data and insight, jointly owned by the Chartered
Institute of Housing and the National Housing Federation. More than 950 housing organisations are
members and regularly contribute performance and cost data, which can then be benchmarked
against other organisations, and to show trends over time.

Housing providers are categorised into types — called clubs — such as London ALMOs. Benchmarking
can be against the same or different clubs, or against purpose-designed comparator groups.
HouseMark ensures that data is comparable across different types of provider, and uses standard
definitions for performance metrics.
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BHP are members of HouseMark and regularly compare their data with their peers. This can be seen
in the section looking at the BHP Recovery Plan, where BHP’s performance in relation to a number of
key performance indicators (KPIs) is assessed and given a rating compared to median and top
quartile performers within the club.

As part of this review HouseMark were commissioned to prepare a bespoke report looking at
performance over three years, the years ending March 2014, 2015 and 2016. Data was extracted for
BHP and this was compared against

= London ALMOs

. London Councils with in-house housing stock
4(called ‘London Councils’ in the report and in this section)

. London Housing Associations
= All housing providers nationally (meaning all social housing providers across the country)

= A purpose designed group (called ‘peer group’ for the remainder of this section) comprising
London providers of whatever type, with between 5,000 and 15,000 stock, but excluding BHP
itself

The report considers 11 KPIs ranging from tenant satisfaction to total cost per property in

management. These KPIs are in common use and were selected to provide a broad view of housing

performance generally.

The HouseMark report is attached at Appendix 4, and a more detailed look at BHP’s performance
can be found in the section on the Recovery Plan. The remainder of this section gives a short
commentary on the HouseMark findings on each of the KPls, commenting briefly on BHP but
primarily considering performance as between the various groups.

Percentage of tenants very or fairly satisfied with the service provided
In 2014 BHP’s performance was very much comparable with other providers, but by 2016 it has

deteriorated to fourth quartile (Q4) with performance 12.4 percentage points worse than its peer
group median. Amongst the other comparator groups, London Councils perform worst in all years
and national providers perform the best. London Has are consistently good but considerably more
expensive.

Percentage of leaseholders very or fairly satisfied with the service provided

BHP has only provided information for 2016 when its performance was lower than all comparator
groups. Amongst the other groups, the national providers are easily the best in each year both in
terms of median and top quartile performance. ALMO performance is volatile, and the other groups
are all fairly consistent both year on year, and as compared to each other.

Rent collected as a percentage of rent due
BHP had an excellent year in 2014 but since then has been well below the median of all other

groups. Of the groups, London HAs perform best (both top quartile and median) across all time
periods. London Councils performed worst in 2015 and 2016. Other than BHP, all groups show an
improvement between 2015 and 2016.
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Current rent arrears as a percentage of rent due
BHP’s performance has deteriorated over the three years, and so too have London ALMOs and

London Councils. London Has, national providers and the peer group have all (broadly speaking)
improved over time whereas London Councils and London ALMOs are deteriorating. The generally
deteriorating performance across this KPI in London may be explained by the economic situation
and higher rents in London, although if so London Has are an outlier. Despite their downward trend
London Councils were the best performers in 2014 and 2015 but have now been overtaken; national
providers are currently performing best and are on an improving trend.

Void re-let times (standard voids)
BHP’s performance is very volatile but is worse than all the groups in 2014 and 2015, and worse than

all groups except London Councils in 2016. London Councils perform worst of the groups in the last
two years. Their median performance has deteriorated since 2014 whereas all other groups show a
steady or improving position.

Rent loss due to voids
Of the comparator groups, London Has perform best by a long way, and London Councils perform

the worst. As an example, London Councils’ median is more than double the loss of London Has
median in the last two years. All groups and BHP show an improvement in the last two years.

Average number of days to complete a repair
In 2016 all groups performed to a broadly similar standard (median). Over the three years, London

Has have performed worst although they are on an improving trend and in 2016 their top quartile
performance beat all the others. BHP’s performance has deteriorated over time from better than
median in 2014, and by 2016 was worse than all comparator groups.

Appointments kept as a percentage of appointments made
In 2014 and 2015 BHP performed the best by a considerable margin, above all groups both median

and top quartile. In 2016 their performance plunged by more than 10 percentage points, to the
worst of all comparators. Results for all other groups are variable, with only national providers on a
steady or upwards trend.

Repairs completed first time
Across the board performance is very volatile, and there is a significant gap between median and top

quartile performance for each group over all periods. It is hard to draw any conclusions from the
data. However, BHP’s performance has deteriorated in each year.

Dwellings with a gas safety certificate
BHP’s performance is 100% in all three periods. All groups achieved 100% in the last two years

except for London Councils.
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Cost per property for housing management
London HAs perform the worst of all groups, both median and top quartile and across all three

periods. London Councils currently perform the best and although this was not the case in 2014 and
2015, when London ALMOs performed better. BHP has shown a significantly improving performance
year on year, with its costs in 2016 significantly better than London Has and generally comparable to
all other groups including London Councils and London ALMOs.

Conclusions
Although in some areas BHP’s performance is good or improving, overall the picture for BHP is not

positive. However, a number of the benchmarked KPIs are either directly or indirectly (e.g. tenant
satisfaction, and voids turnaround) related to performance in relation to maintenance, and as is
described elsewhere in this report, the situation with the maintenance contractor has been poor.
This should be borne in mind when considering the overall picture.

London Councils also do not come out of this exercise well as they have performed worst on a
number of Pls, except in relation to costs where they are currently best. London Has are quite
frequently either the best or the worst of the pack, whereas ALMOs tend to be located more in the
middle.

The picture for national providers is good — almost all the KPIs are on an improving trend which is
very positive for social housing as a sector.
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THE OPTIONS DESCRIBED

Introduction
In this section we set out details of:

=  Changes and drivers which underpin all the options
. How the options were designed

=  Changes that apply equally across all three options

Changes and drivers which underpin all the options

Responding to specific performance concerns in BHP
Each of the options needs to address evident weaknesses in the current service and support a step-

change in service quality and customer satisfaction while reducing costs. Some of the specific
concerns about BHP’s performance are ones that can be addressed within current arrangements and
in some cases performance have or are being remedied through the Recovery Plan period, but in
most if not all of these areas there is scope for further transformational change, for example:

There has been work to improve the customer focus, but there is significant amount more to be
done to re-design processes (joining up teams in BHP and in contractors) around the resident and to
ensure that mechanisms for customer choice and feedback continuously inform service design,
development and delivery. This has been identified in the TOM review’s outcomes and this will now
need to be progressed before the finalisation of the review.

The Recovery Plan has created a clearer focus on performance in key areas, but this needs to be
embedded across the organisation at all levels, along with the capacity and capability to respond and
improve. There also needs to be greater clarity about roles and responsibilities / accountability in
each of the options between the delivery organisation and the commissioning organisation (BHP and
the Housing Service Partner/Client team as it is now) as this was also a factor in not dealing with the
issues earlier

Although work has been done to the structure, reducing the management team, re-aligning a
number of teams, building the contract management and compliance functions back up and working
to break down silos, there is a lot more to do. A new structure needs to focus resources on the front
line, and in building processes around the customer ensure that technology is fully exploited to
improve the service, and provide better data and insight

The recovery plan period has at an operational level rebuilt the relationship between BHP and
Council, the new BHP management team is working well with the mostly new management in the
Council. However, there is more to do to clarify the commissioning and provider relationship
whichever option is recommended: from the most strategic (the clear role of political leadership) to
the most operational (clarity about the day to day operational relationships which make a difference
to the service for residents) level to ensure there is clear and understood accountability in the new
model, whichever option is recommended. In the reformed ALMO and Joint Venture options this is
likely to lead to a small increase in the cost of the Council’s commissioning function.
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Responding to the Council’s Review of its Housing Strategy
In addition to the performance challenges, the review of housing management options is also being

driven by the changes in housing nationally, most importantly the Housing and Planning Act, which
has also driven the review of the Council’s Housing Strategy. The following therefore need to be
considered in the design of each of the options to respond to these:

=  Housing Supply - the need to increase the capacity to plan and release development value and
opportunity from the Council’s existing property and land assets to maximise housing supply

=  Housing and wellbeing — the need to design services that respond to changing demographic
needs, for example, having a clear role in the provision of information, advice and referral to
residents in respect of employment and skills and responding to the needs of older tenants

=  Private Sector — the need to work more closely with the private sector as a significant and
growing part of the housing market, recognising the need to build more positive relationships
and ensure a wider range of supply to meet the needs of the most vulnerable as a key part of
the solution to the homelessness challenges

=  Social Housing — the need for service to become an exemplar of best practice over a reasonably
short-time as the Council seeks to work more and more with social housing providers to
improve the lives of Brent residents. This argues for both extensive initial change and the need
for the in-built capacity and dynamics for continuing change

=  Homelessness — responding to the increasingly mixed tenure portfolio of tenanted, owner-
occupied and private rented homes within the borough’s freehold housing stock, given the
Council’s ambition to increase its own private rented stock in response to the homelessness
pressures, and recognising the wide range of diversified management services that will be
required

=  Economy: Reduced income from rent creates a continuing pressure to improve outcomes and
to reduce costs (or generate income). Each option offers different opportunities in respect of
reducing cost to serve, but the importance of the issue applies evenly to all options. The
approach taken to reducing cost to serve will need to reflect the Council’s view on the balance
between cost reduction and breadth/scale of accessibility.

Catching up with the wider housing sector

Housing Management services have been going through a period of radical change across the social
housing sector — partly in response to the government’s reforms but also in response to changed
customer expectations and requirements, and the potential of technology and data reshape service
delivery and choice. The changes required reinforce the points raised in the previous two sections,
but for clarity the following changes are needed under each of the options to address current
weaknesses and to reflect best practice in the sector:

=  Digital Transformation — enabling customers to engage with their landlord digitally, emulating
the Council’s work through its Community Access strategy. For example, by ordering repairs
online or through an app on their smartphone, or taking photos of issues on estates and
submitting them via an app that automatically tags the exact location. Through digital
transformation it is possible to improve services, improve accessibility of services and to reduce
cost

=  leadership and management culture — There is a common expectation across all three options
that the leadership, management and culture of the new service delivery mechanism will be
substantially different from the current and will result in better outcomes
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= A positive organisational culture — and experience for staff that addresses current low morale
and provides for workforce involvement and development.

Introduction to the Options
The preceding sections describe shortfalls in BHP performance and sector-wide factors. In this

section, the need for change and the changes required in all options are translated into three
defined delivery mechanisms (‘options’). This section is structured as follows:

=  Anoverview of the way in which the options were designed
=  The service changes that are the same for all 3 options
=  The three specific options, providing:

o  An overview of the option

o  The detail on how the option differs from the ‘as-is’

o A commentary on the differences between the options

How the options were designed
The arrangement of functions differs from option to option, and have been driven by key design

principles:

Maximise potential
The potential of each option should be maximised, for example the reformed ALMO / BHP

specifically addresses the problems in the current model to produce an improved option

Duplication is identified and removed
There are opportunities to remove duplication in all 3 options: the ‘reformed ALMO’ and ‘in-house’

options both offer opportunities to reduce duplication through aligning with Council functions, and
the joint venture offers similar opportunities through aligning with the partner. Each occurrence of
duplication needs to assessed on its own merits: Is there duplication? Is it possible to eliminate the
duplication? Does eliminating duplication cause unacceptably high levels of risk? (An example of
this might be if a successful BHP service could be merged with a Council service that is itself facing
issues, or a joint venture services that is less successful)

Development
It is useful to distinguish between different types of development:

= Active Asset Management: This describes work, which is intrinsically linked to core asset
management, for example, in-fill sites, undercrofts, extra floors on buildings and other such
small scale initiatives that arise from effective stewardship of existing assets. (Any work which
includes demolition of current dwellings is excluded from this grouping)

=  large-scale Development and Regeneration: This describes all work on larger developments
and large-scale regeneration, whether these be BHP, Council or external sites.

BHP currently has a small development function focused mainly on in-fill sites, but it has also
expanded to delivery of 2 New Accommodation for Independent Living (NAIL) sites for the Council.
The original intention after the re-launch of BHP in 2013 was for the infill sites which it was expected
to cut its teeth on, before moving on to bringing in more development expertise and to provide the
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Council with a development partner. However, this has not worked. Therefore, the assumption
underpinning the development of the 3 options is that only the ‘active asset management’ is in
scope.

The service changes that are the same for all 3 options
There are certain aspects where the Council will expect to change from current arrangements but

the change that is required applies equally across all three options. These items are explored below:

Anti-Social Behaviour (ASB)
Management of ASB has traditionally been seen as part of core housing management services.

However, it is possible to split it into:

=  The more straightforward tenancy aspects of ASB, which it would be difficult to disaggregate
from the core landlord services, for example nuisance from a dog barking, and

=  The more complex ASB issues which happen across the Borough, across and between housing
of different tenures and may have no connection to the housing provider, for example, gang
activity

The Council provides ASB related services to all Brent residents, particularly focusing on the
complex. Separately BHP provides ASB services to Council tenants and leaseholders funded by the
Housing Revenue Account. Each service operates on a different legal basis. The service offered to
Council tenants and leaseholders reduces the use by Council tenants and leaseholders of the
Council’s ASB services.

There has always been a duplication of ASB provision, so the assumption is that the Council will take
this opportunity to create a single ASB service that is tenure blind, and manages across the different
levels of ASB outlined above. This would mean that whether you are a Council tenant, Council
leaseholder, housing association tenant, private-renter or owner-occupier you will approach the
Council’s corporate ASB team when you have an ASB issue or concern. This will create a level playing
field across all tenures.

Because the complex ASB issues are by their very nature resource intensive, it is very unlikely that
any prospective JV partner would object to the removal of ASB management from the scope of
service required of the JV, and discussions about integrating this service have already happened with
BHP.

Public Realm
There is an opportunity to create a single service managing the public realm by building on the joint

work that already happens towards managing the public realm contract as a single contract. This
will have the benefit to customers of providing an easy to understand approach to the subject and
may offer economies of scale to the Council. This should be a relatively low risk change (adding
more work to an existing contract that is performing well). Therefore, the recommended approach is
to seek to eliminate the duplication regarding this work. Work will be required to align the
specifications but the approach offers opportunities to access economies of scale. This service will
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be for the external public realm areas only as the in-block communal cleaning will remain with the
housing service under all options. This change has to be subject to proper procurement and Section
20 (Landlord and Tenant Act 1985) consultation regarding leaseholders rights.

Customer Service
As highlighted in the performance section, there have been improvements in the customer contract

team’s performance, but intractable issues remain primarily with the end to end repairs process.
Repairs represent the largest number of call, and are the single most important contributor to
resident satisfaction, but the current process builds in a hand off through the BHP contact centre,
which doesn’t add value. Therefore, in moving to one of the three options it would be necessary to
make two key changes:

. Develop direct contact between residents and the contractor (subject to performance), so that
repair calls go directly to them, cutting out the unnecessary hand off. The contact centre role
in relation to repairs then becomes a problem solving role, sorting out issues when Wates do
not deliver, and

=  The rest of the contact centre function would then be integrated either with the Council’s
contact function in the Reformed ALMO option or in-house, or with the partner’s contact
function.

Financial Inclusion
Financial inclusion is seen as a key part of tenancy sustainment, and so a specific service has been

separately commission by the Council’s housing service, which BHP to deliver to its tenants.
However, the Council corporately commissions financial inclusion support for all Brent residents.
There is clear overlap and duplication, and therefore it is assumed that whichever option is
recommended this is eliminated through a Council wide service for all residents, that reflects the
particular issues of tenancy sustainment wherever you live.

Travellers Sites
Currently, the Council commissions BHP who commission Oxfordshire County Council to manage the

travellers’ sites. This is the result of history in that BHP used to deliver the service directly. As part
of delivering any of these options, it would be sensible to deal with this anomaly, and move the
responsibility and commissioning back to the Council in either the Community Wellbeing or
Regeneration and Environment department. It is unlikely that an RP partner will have expertise of,
or a competitive advantage in Traveller Sites, therefore as in all the options this will transfer back to
the Council.

Adaptations
This could be provided by a single service, rather than as now by both BHP and the Council but this
needs further evaluation.
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The three options

Option 1 — Reformed ALMO

It is important to note that the Reformed ALMO is an optimised option and re-confirms the aims of
the current ALMO — improving outcomes and lowering costs to serve. The earlier sections of this
paper set out the problems in the current arrangement, and this option highlights a number of
changes which would overcome most of these issues.

It is also important to note that the changes outlined in Changes and drivers which underpin all the
options apply to all the options, but the two most significant changes to note in this option are:

=  Afurther push to reduce duplication. A number of services are already shared, but further
work would be done as outlined above to integrate with the Council (ASB, public realm,
customer service, financial inclusion and back office services), and there would need to be an
explicit acknowledgement and response to manage the accountability and delivery issues
(across BHP and the Council) this would potentially create

= Changes to the governance both within BHP (a move to a smaller, skills based board, and
confirmation of the new senior management structure), and across the partnership (with a
stronger client function providing clearer strategic direction and closer monitoring of
performance, working with BHP to solve issues where appropriate) and across the integrated
services (the integrated services support core landlord services effectively).

Core landlord services

The changes across these functions are in large part common across all of the options, and will rely
to a large extent on whether the new governance arrangements are able to deliver them. The one
key difference is the different focus on resident engagement and customer insight. As the
performance section set out, this needs to be improved in all options, but there is structural
difference in the Reformed ALMO option, which offers the opportunity to build resident
engagement in to all elements of governance right up to the Board although with a smaller skills
based board, there is likely to be a reduction in representation.

Services done by BHP for LBB

In this option, clienting the TMOs would stay with the ALMO, financial inclusion would be a single
service commissioned by the Council and the clienting of the contractor for Travellers sites would
move back to the Council.

Back office service

The reformed ALMO would build on the current integration of back office services, for example, fully
integrating the customer contact functions as set out above. However, there would still be slightly
less integration than in the In-House function as certain elements of back office functions, for
example, finance, would need to remain as the ALMO remains an independent company.
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Additional Services
The Council’s concerns over performance mean that the focus should not be on additional services;
they should be on core landlord services. However, there would not need to be significant change

in this area. There would be further clarity and focus of the development role on ‘active asset

management’.

The Reformed ALMO would continue to manage across the range of tenures for the

Council and deliver the Community Academy, developing residents (subject to the same financial
restrictions as all other options). However, even if the additional services are not the focus, the
Reformed ALMO option offers this flexibility for the future.

Reformed ALMO - changes set out in more detail with risk profile

based board

Subject Reason for the change
Governance | There has been significant movement across the housing sector and the ALMO
— Skills sector to implement smaller (less than 10, compared to 13 at the moment) skills

based Boards. This means that Board members are selected because of their skills
rather than their background (e.g. Members, residents). Having a skills based
Board does not rule out having Members and residents involved but it changes the
focus towards putting in place people with the skills and aptitude to run a multi-
million-pound service delivery, asset focussed service.

Governance | The permanent structure has four senior posts in the management team. The

—Top level interim structure has already reduced this to 3 and this would be confirmed in the

structure new structure in line with wider changes in the sector: a Managing Director, Head
of Asset Management post and Head of Operations. Thereby improving
accountability and reducing cost

Governance | This section refers to both:

/ customer e Resident engagement — direct resident involvement face-to-face and

service — electronically is a mainstay of ALMOs and BHP, and typically includes resident

resident involvement on the Board. However, there are some synergies to sought

involvement through the Council’s customer engagement team(s)

e Customer Insight refers to knowledge about Council tenants and leaseholders
derived from data. This data might arise from Council records (for example
interrogating tenancy records) or from other data (for example socio-economic
data about the boroughs residents as a whole). The Council has corporate
resources that work on customer insight issues and have developed a design
led approach through its Council’s Outcome Based Review methodology)

The Reformed ALMO option offers the greatest flexibility in this area to overhaul
resident engagement and build resident engagement into the Board as well
working with the Council to develop and deliver a design led approach which
ensures a clear focus on the customer.
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Subject Reason for the change

Back office Further work is required to detail how the division of work and accountabilities
services would change

Option 2 — In-House service
The in-house option would also be focused on the aims set out for the current ALMO — improving

outcomes and lowering costs to serve. It offers the opportunity to bring the service back under
direct control in the Council, as a means of ensuring that the changes required (set out earlier in this
paper) are delivered. It would have to deliver a strong core landlord service, including a focus on
active asset management, but residents would be concerned about what they perceive as a loss of
focus as this becomes ‘another’ department in the Council.

Again It is also important to note that the changes outlined in Changes and drivers which underpin

all the options apply to all the options, but the two most significant changes to note in this option

are:

=  Through the full integration of services into the Council, there is a significant opportunity to
reduce duplication while maintaining clear accountability. A number of services are already
shared, but further work would be done as outlined above to integrate with the Council (ASB,
public realm, customer service and financial inclusion)

. Changes to the governance would be required with the removal of the Board, confirmation of
the new senior management structure, and the need to commit to a clear focus on resident
engagement as well as defining a model for working across Council departments to ensure the
integrated services support core landlord services effectively

Core landlord services

The changes across these functions are in large part common across all of the options, and will rely
to a large extent on whether the new governance arrangements are able to deliver them. The key
challenge in this option will be how should resident engagement be prioritised? The In-House
option does mean there can’t be resident representation on the Board (Cabinet), but there are
significant opportunities to design new resident engagement structures which tackle the issues set
out in the performance section which would minimise the impact of not having resident
representatives on the Board. However, proving this and why the Council would be better at core
landlord services, will be a challenge if this option is recommended.

Services done by BHP for LBB

The clienting of the contractor for Travellers Sites would move back to the Council (as in the
Reformed ALMO option) and the clienting of the TMOs would move from the housing service into
the Housing Partnerships team, which will be redesigned to focus on the relationship with RPs
(changes set out in the Housing Strategy), and the clienting the TMOs.
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Back office service

This Option offers the opportunity for more complete alignment of back office services. In effect,
the housing management services would become a service like any other in the Council, and there
would be no need for any differentiation as there is no independent company.

Additional Services

The Council’s concerns over performance mean that the focus should not be on additional services.
In this option there would be the same focus on core landlord services. There would be the same
focus of the development role on ‘active asset management’ as in the Reformed ALMO option, and
the housing management service would continue to manage across the range of tenures for the
Council and deliver the Community Academy, developing residents (subject to the same financial
restrictions as all other options). Because the ALMO would cease to exist, the focussed, single
purpose vehicle which that structure brings would be lost, and the future opportunities that go with
it.

In-house — changes set out in more detail with risk profile

Subject and Detail and reason

overview

Governance — | The change in governance is significant as the ALMO Board would cease to exist,
loss of the and the expertise on it would be lost to the Council. Responsibility and

Board accountability would flow through the Council’s management structure with the

Council’s Chief Executive delegating strategic responsibility for the housing
service to the Strategic Director — Community Wellbeing.

For Members, perceived control is more direct as the arms-length nature of the
ALMO is gone. However, this would continue to be one of the many functions
undertaken by the Council, and the member engagement is lost on the Board —
although this might also be lost in the move to a skills based board under the
Reformed ALMO option.

Governance/ | Asset out in the detailed changes for the Reformed ALMO option this section
customer refers to Resident engagement and Customer Insight.

service
Resident engagement — would continue to be best delivered by the housing
service provider as part of the core landlord services, but the synergies with the
Council’s engagement team should be easier to achieve. The presence of
residents at the highest levels of governance will be lost and cannot be replicated
in this option. However, it would be possible to set up alternative resident
involvement mechanisms that respond to the concerns with the current resident
engagement mechanisms.

Customer Insight refers to knowledge about Council tenants and leaseholders

derived from data. This data might arise from Council records (for example

57
Page 134



(@D)
o) Brent

Review of Housing Management Options

Subject and Detail and reason
overview

interrogating tenancy records) or from other data (for example socio-economic
data about the boroughs residents as a whole). Data is about groups of
customers not about individual customers. The Council has corporate resources
that work on customer insight issues so this aspect would be dealt with by the

Council.
Governance — | The permanent BHP structure has four senior posts in the management team.
top level The interim structure has already reduced this to 3. Bringing the service in-
structures house provides more opportunities for further reduction but further work is

required on spans of control and to understand the realities of the recruitment
market in these roles.

Cutting senior management resource deeply from the outset will be counter-
productive given the significant change agenda that is required under any option.
However, the full integration of back office services is likely to free up further
management posts at more junior levels as well as being able to re-direct the
minimum BHP clienting resource to focus on the wider RP agenda.

Additional These are services currently provided by BHP as value added services from within
Services — the BHP Management Fee. They represent a reinvestment of efficiency savings.
Community With the service back in-house the BHP Academy would no longer be needed in

Fund and BHP | terms of developing potential ALMO Board members (it is focussed improving
Academy resident capability in governance). In respect of the Community Fund the Council
would need to decide whether it delivers sufficient value to merit continuing with
it. In the alternative the services could be terminated reducing the call on the
HRA.

Option 3 — Joint Venture
The in-house option would also have to be focused on the aims set out in both of the previous

options — improving outcomes and lowering costs to serve. It offers the opportunity to gain access
to the expertise of a partner organisation in terms of delivering the core landlord service. Thisis a
key point as the process would need to involve consideration of the offer that the JV partner would
bring to the table. In other words, although the Council could set out its core requirements, there
would have to be a negotiation as it is a partnership. If this works, then the sum is greater than its
parts, but there is a risk that what is important to the Council is not what is important to the Partner.

In terms of the core requirements, the Council would focus on the fact that the JV would have to
deliver a strong core landlord service, but the bundle of functions offered has to be structured to be
attractive to potential partners. The key to securing the interest of a partner will be the inclusion of
some development agency within the service requirement. It is also clear that residents would be
concerned about what they would perceive as a loss of focus on Brent housing.
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Again it is also important to note that the changes outlined in Changes and drivers which underpin
all the options apply to all the options, but there are four most significant changes to note in this
option:

= There are two assumptions about integration / removal of duplication:

o fullintegration of back office services and customer contact as this is a key way that the
joint venture can deliver the operational efficiencies, for example, the remaining customer
contact function would be integrated with the partners not the Councils

o the front line services already discussed in the other options (ASB, public realm, customer
service and financial inclusion) would still be integrated into the Council as well as defining
a model for working across Council departments to ensure the integrated services support
core landlord services effectively

=  The development agency offered, as with all the other options, is the active asset management
portfolio currently delivered by the ALMO. It is not the wider Council’s development and
regeneration potential. This could be a barrier to the development of a partnership as
potential partners are keen to maximise their development strengths.

=  Changes to the governance would be required, including the removal of the ALMO Board and
the creation of a joint venture board. It is very unlikely that there would be resident
representation on this new board, so there would be a need to commit to a clear focus on
resident engagement through other means.

= Confirmation of the new senior management structure, which would make savings through
integration with the partner, but with an expectation that there would be accountability for
Brent.

The changes required for the Joint Venture option are clearly more challenging, the key question for
the evaluation is whether they bring a commensurate chance of significantly more benefits.

Core Landlord Services

LBB will want to fully exploit the expertise and resources of the JV partner and will therefore include
non-repairs contact centre, customer engagement and complaints handling. There would be
resident concerns that RPs do not have the same focus on resident engagement.

Services done by BHP for LBB

The Housing Partnerships team would need to be strengthened in line with the Reformed ALMO
option to more effectively cline this partnership. However, it will also need to client the TMOs as in
the In-House option as it is important that the bundle does not include issues that do not play to the
strengths of the joint-venture partner, for example, clienting of TMOs and management of traveller
sites. Including them would increase cost without adding value as the JV partner will not have
expertise or economies of scale to bring to the table.

Back office services
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The service requirement needs to include back office services to provide complete alighment with
the partner and the opportunity to deliver savings. It is also likely that potential partners would
have serious concerns about relying on the Council’s back office.

Additional Services

The Council’s concerns over performance mean that the focus should not be on additional services.
There would be the same focus of the development role on ‘active asset management’ as in the
other options, and the extent to which this undermines this option or builds tensions into the option
would need to be tested. The exact list of functions to be delivered by the JV will depend on the JV
partner. If the JV partner has a high performing public sector leasing (PSL) business unit it will make
sense to include in the JV LBB’s PSL management requirement. If not then the PSL function will
remain with the Council. Given its focus on developing resident capability in governance the BHP
Academy would be likely to close or be reformed in line with the Council’s priorities and the Partners
expertise and focus.

Joint Venture — changes set out in more detail with risk profile

Subject Reason for the change

Governance | The existing ALMO Board would cease to exist, and a JV Board would be formed.
— changing A skills based approach would be preferable, which would have the same

Board challenges as the suggested reformed ALMO Board in terms of representation,
including a loss of formal resident roles in governance.

Responsibility and accountability would sit with the Board, but also the Council
client (not unlike the reformed ALMO option). As it is a partnership there would
be a reduction in Council and Member control as all decisions would need to be
agreed and be in the interests of both parties.

Governance | As set outin the detailed changes for the Reformed ALMO option this section

— customer refers to Resident Engagement and Customer Insight.

service Resident engagement — would continue to be best delivered by the housing service
joint venture as part of the core landlord services, but synergies with the Council’s
engagement team and wider engagement should be sought. The presence of
residents at the highest levels of governance will be lost and are unlikely to be
replicated in this option as it is not a common feature of RP governance.

However, it would be possible to set up alternative resident involvement
mechanisms that respond to the concerns with the current resident engagement
mechanisms.
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The Council will want to take advantage of the JV Partners expertise in housing
Customer Insights. However, it would be necessary to work with the benefit of the
data available to the Council.

Governance | The trend amongst registered providers has been towards smaller senior
—top level management teams. The likely outcome is a Managing Director for Brent with
structure two Head of Service posts reporting in (Assets and Operations).
The wider benefits of integrating back office functions in terms of reducing
management would need to be explored as part of Joint Venture delivery, and
would likely be of a scale similar to the In-House option.
Complaints — | The JV will be an independent body and will therefore deal entirely with
locate complaints.
complaints
handling
within the JV

Services BHP

It is unlikely that a core requirement of the partner would be expertise in or a

provide to competitive advantage in clienting of TMOs Management or management of PSL.

the Council Therefore, if this option is chosen, and the JV Partner has no expertise in a subject
area then it may be unacceptably risky to include that task in the JV scope of
service, and an alternative in-house, or commissioned solution would need to be
identified.

Additional It would be usual in these types of deals that the JV partner would bring to the

services — table an offer on how they could add extra value to the proposition. This might be

Community by including access to social value-adding initiatives that they run.

Fund and

BHP The BHP Academy serves the strong focus on resident engagement. If this

Academy changed then it would be sensible to review the BHP Academy and whether it

needed to exist. Work would be required to determine whether BHP’s
Community Fund would continue and to determine what other value-add
propositions the JV partner will bring to the table.
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The difference between the options

This section provides an overview of the key differences between the options against the list of
functions used throughout this paper. Qualitative issues such as the implications of each option for
control and the risk profile of each option will be dealt with fully in the evaluation.

It is important to reiterate that the work to develop the options all three options has sought to
optimise each one, and therefore, all respond to the current performance challenges, the national
and local strategic environment and the wider changes in housing.

The core landlord services are common to all the options, with the variation only manifesting in the
different ways of delivering resident engagement/customer insight and the specific detail of how the
contact centre function would be delivered (the contact centre function would be in the Council for
the Reformed ALMO and In-House options, and with the Partner in the JV) as the overarching model
would be the same. The differences between the options on these functions will be more apparent
in the evaluation where issues such as control, likelihood of success and risk factors will be
considered.

The Services done by BHP for LBB are also similar across the 3 options with Financial Inclusion and
the Travellers Sites coming back to the Council in all options, with the only variation being where the
TMOs should be managed.

There is some differentiation in terms of Back office services because although all 3 options will
deliver more integration, the In-House option and the Joint Venture will allow more complete
integration, while the independent Reformed ALMO will need to retain a small back office function
working with the Council back office services.

There is still a degree of uncertainty around the Additional Services in all 3 options, this uncertainty
relates to the need to make savings, and not knowing who the partner is and what their expertise
may be. However, it is likely that the Reformed ALMO option will lead to the least change, and in
the other options you would expect to see BHP Academy and Community Fund integrated into the
Council community engagement and development work or the Partners wider CSR work.

It is in governance that we see the biggest differences. They differ chiefly in terms of control (more
direct in-house) and governance (structural accountability in-house, via a Board in the ALMO or joint
venture), and in terms of the clienting. Each option infers different burdens of clienting activity in
the Council. The Reformed ALMO and the JV will require additional levels of clienting work
(compared to the current position) to ensure that the separate body continues to deliver and deliver
on the agreed Council priorities. In all 3 models, further work will need to be done to ensure that
the integration of core services (ASB, public realm, financial inclusion and the contact centre)
continue to deliver for the core landlord services.
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EVALUATION OF THE OPTIONS

In this chapter we consider how each of the three options described in the chapter 8 interact with
the evaluation criteria described in chapter 6.

The approach taken is straightforward. We have evaluated each option against the 5 criteria and
sub-criteria (the outcomes) and set out the positives and negatives of that interaction. In thinking
about positives we have considered strengths, opportunities, benefits, synergies and deliverability
while in thinking about negatives we have considered weaknesses and risk, including in the areas of
synergies and deliverability.

For each criterion we provide a narrative setting out the headlines of our findings. We also set out a
brief summary of the key points for each option. Before doing that we describe some of the
commonalities of the options.

The similarities between the options and the challenges of delivery

The majority of the evaluation is concerned with the differences and relative strengths and
weaknesses of one option as compared to the other options. Itis important, however, to note than
in many ways the options are more similar than they are different.

A common starting position
All options start from the same position, for example:

. Under all the options the tenant and leaseholders are the same, and more importantly in terms
of resident satisfaction, so too are the properties and the condition of them

=  The majority of the staff (with the exception of the senior team and potentially the Board) will
continue to work on the service as at present, or being transferred as appropriate under the
TUPE regulations if another body takes over delivery of the services

=  The maintenance contractor would remain the same for at least the next 2 years. This
arrangement is currently in year 3 of a 5-year contract. Maintenance, and more specifically
repairs, is probably the area of greatest under-performance at present, and has a major impact
on overall tenant satisfaction

= All of this combined reflects BHP’s current performance position. The detail of this position is
set out in the BHP Performance Recovery Plan, but the point remains, each option will have to
either build on the strengths or tackle the weaknesses.

Optimised options — more similar than different
The options have been purposefully been described in such a way as to maximise the benefit they

could deliver — a perfect world scenario for each option. Consequently, the division of
responsibilities across the options are more similar than different. This is particularly true for the
Reformed ALMO and In-house options, which both focus on greater integration and alignment with
the Council. The JV option differs to a greater extent, but only in the sense that the alignment and
integration is with the JV partner, and there are still similarities such as the way the options propose
dealing with the public realm services. Therefore, when evaluating against the core (5) criteria, the
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differences are smaller than some might expect. At the highest level, the evaluation finds that all of
the options could be successful in terms of delivering the outcomes set out at in the core criteria.

Confidence in delivery of the optimised model (and therefore the potential benefits)
Therefore, this evaluation focuses not only the core criteria, but also on the additional factors, which

underpin successful delivery, and which differentiate the models to a greater extent. Those other
factors have been defined as follows:

= Control —the nature of the control mechanism under each option and the impact that the
control mechanism has on deliverability

. Leadership - the senior team and other senior leaders and their impact on deliverability

= Implementation — the practical steps that would need to move from the current position to the
new option, how long they would take, how difficult they would be and what they would cost.

We comment on these issues by option but also by looking across the options in relative terms.

CONTROL

This refers to achieving clarity of control over the strategic direction of the organisation and
operational day to day delivery as a fundamental driver for achieving the potential in each option.

It reflects the need for a tight grip, but the need for an appropriate level of autonomy to deliver a set
of defined outcomes. Getting this balance right will be an important component in creating a
successful delivery mechanism.

The client (the Council)/contractor split is an example which is relevant to both the ALMO option
and the JV option. If the client seeks too much involvement in day to day matters then the
contractor will become frustrated, become disempowered and the relationship will become sour.
Client/contractor splits that work well will be characterised by clearly specified outcomes, good
resource levels and effective monitoring mechanisms.

The control mechanisms for each of the options are as follows:

Reformed ALMO
The Reformed ALMO, like the current ALMO, has only one shareholder, the Council. It is a wholly

owned subsidiary of the Council, and as a result of this the Council has the ultimate control —the
most draconian control measure is the right of the Council to close down the ALMO. However, an
ALMO has a Board of its own, which has responsibility for the day to day delivery by the
organisation. Operationally, the senior staff are responsible to the Board for making decisions
about priorities and allocation of resources etc. The ALMO organisation employs the senior team
(although the Council may be involved in certain appointments) and they are accountable to the
Board.

The Council is clearly a major influence, but the ALMO is a legally separate company, and so also has
specific responsibilities in this regard, therefore, it is possible for the Council and the ALMO to have
divergent views, and differences must be discussed and negotiated. Short of invoking the ultimate
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sanction, the Council does not have (and by its nature is not intended to have) day to day
operational control over the ALMO.

At a level below the ultimate sanction, the Council’s key strategic control mechanism is the
negotiation of the annual ALMO Delivery Plan (providing control over the performance and strategic
direction of the ALMO) and ownership of the Housing Revenue Account, which encompasses the
level of funding to the ALMO, the services to be provided and the outcomes required. We view this
annual cycle as a positive factor because it provides the ALMO with a degree of autonomy that
makes the delivery of required outcomes more likely, whilst providing the Council with a very high
level of strategic control.

Below this level, the client function in the Council will have in place meetings and mechanisms to
monitor the performance of the ALMO. A key success factor in this approach is the way in which
the Council fulfils its client role in terms of how it fully exploits the annual cycle, and how it delivers
operational and strategic clienting during the year.

If this works well, then there should be benefits from the combined expertise in the Reformed ALMO
(board, staff and residents) and the Council However, there is a structural tension at the heart of
the relationship between the Council and the ALMO, which can lead to reduced control (conflicting
positions), which could undermine delivery.

In-house
An In-house service offers greater levels of close control. The main strategic control mechanism will

be the Council’s business planning mechanism which will set the objectives for the housing service
for a year ahead. During each year corporate and housing related operational issues and pressures
will arise, and how these in-year issues are handled will have a significant impact on the housing
service. However, the Council in its corporate sense does have the authority to make changes as it
sees fit, even if these may fall outside the formal planning processes and timetables.

On a day to day and operational basis, the In-house option provides a greater degree of control
through the line management structure. This includes not just what individual staff and teams do
and how they do it, but the level, balance and deployment of resources, and the operational
priorities. Whilst this is also true of the ALMO or JV option, the difference is that the senior staff are
employed by, and accountable to, the Council and not by an arm’s length body.

If these mechanisms, by which the rest of the Council are run, are effective across a diverse range of
business streams then that provides an evidence base for asserting that those same mechanisms will
be capable of supporting the delivery of a good housing service. The counter-argument is that the
housing service will become a small cog in a bigger engine as part of the Council and that the service
will come under pressure from a wider range of Council issues. These very pressures, and their
outcomes in terms of poor housing services, played into the creation of the ALMO model.

The In-house option provides the greatest level and clarity of control.

Joint Venture
Control is a big differentiator for the joint venture, where there is significantly less ongoing control

for the Council.
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Initially the Council has complete control over the format of the joint venture in terms of the service
specification, the terms of the agreement with the partner and the choice of partner. But beyond
that point the Council will be one of two key shareholders and stakeholders in the joint venture and
the Council’s views will have to be weighed with the views of the partner organisation. The reality of
any partnership is that the negotiations to form the partnership will mean that it is very likely that
there will be changes to the original service specification and terms of agreement.

The JV would have a Board with (presumably) equal representation by both partners. As with the
ALMO, there is the potential for the Council and the Board not to share the same opinion. On most
matters that would be dealt with as in the case of the ALMO, by negotiation and agreement.

If the Board were chaired by a Council representative and the Chair had a casting vote, then this
would in practice give the Council ultimate control. However, it is also worth noting that, as with the
ALMO Board members, the Directors on the JV Board have a legal duty to act in the best interests of
the JV, so if there was a significant and genuine divergence of interests between the JV and the
Council, then all the Directors would be obliged to act in the best interests of the JV. Though this is
unlikely, it is not inconceivable.

The day to day operational control would be exercised by the senior management team, but
similarly to the ALMO, they are employed by the JV organisation and are accountable to the Board.
Given that the Board is 50% Council, this is debatably a higher level of control than under the ALMO
option but definitely less than In-house.

Overall for this criteria, the In-house options is the strongest because it offers both strategic and
operational clarity of control.

LEADERSHIP
The focus on leadership reflects how important good leadership will be in achieving the potential

outlined in the optimised options. The leadership team in particular, but also the Board, are the
ones who set the tone for, and develop the culture of, the organisation. They are the ones who can
empower (or disempower) the staff to deliver their potential and drive change through all levels of
the organisation to improve the service. Although, as mentioned above, the staff team on the
whole remains largely unaltered, the current leadership team at BHP consists of two interims and
one person who is acting up. Therefore, whichever option is selected, there will be the opportunity
to recruit a new (or substantially new) management team to drive the change.

Each of the options proposes a slightly different management structure, based on the current
management interim structure of the most senior post plus two operational senior managers
reporting to them. There may also be differences in the ability to recruit to those management
structures. Campbell Tickell is one of the largest senior recruitment specialists in the sector, and
their experience suggests there is often a hierarchy of preference of housing candidates for the
nature of their employer:

- Large RPs tend to be top of this chain, offering posts with a lot of autonomy and with career
prospects, maybe in organisations which are perceived as cutting edge
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- ALMOs tend to be second, offering some of the autonomy and independence but little
opportunity for advancement

- Local authorities tend to be least favoured because the roles offered have less authority and
autonomy for a given salary level, and any available progression tends to be outside the sphere
of housing.

Reformed ALMO
The leadership expertise required is specialist housing expertise. That expertise exists in the

commercial, not-for-profit, ALMO and local government sectors. Not all of the talent is willing to
work in every segment. Generalising, the stronger specialist housing talent will be found in the
registered provider sector (and can therefore be accessed via the joint venture), some of that talent
will be prepared to work in the ALMO sector. So in terms of staffing the strongest option is the joint
venture, the ALMO option is moderately strong and the In-house option faces the most challenges.

The most senior post (Managing Director) in a Reformed ALMO would be a joint appointment made
by the Council and the ALMO Board, and the next tier would be made by BHP. Campbell Tickell’s
(CT) social housing recruitment arm advises that the ALMO recruitment market is currently busy and
buoyant and has a reasonable pool of good quality candidates in it. They also advise that structuring
the team as a Managing Director plus 2 Directors (and paying accordingly) will attract higher calibre
candidates than an MD plus 2 Heads of Service. The closer relationship between the Council and the
ALMO set out in the Reformed ALMO option has been factored into this analysis and recruitment to
new senior roles could be done in such a way that the expectations of close working and the tight
relationship are implicit from the very beginning.

In-house
The local government sector ranks below the ALMO sector and further below the housing
association sector in its ability to attract and retain high quality housing staff.

The most senior post in this structure the Operational Director with responsibility for the housing
management service would be a Member appointment, and the other two posts (Heads of Service)
would be officer appointments. CT’s recruitment arm advises that the number of Council director
posts currently being filled is having the effect of shrinking the pool of talent on the market for the
level of Operational Director. Moreover, the candidates for that post will have questions about the
level of autonomy and authority that the post commands, given that it will be a third tier post. The
role will need to be carefully positioned to ensure that the strongest field is attracted. To pitch it at a
level to attract suitable calibre candidates may cause imbalance with other parts of the Council’s
operations. The same concerns would apply to the two senior posts at the next level.

Joint Venture

Appointment to the most senior post would be made by the JV Board (or shadow Board), which
would be 50% Council. However, it is likely that an RP partner might wish to bring in (at least) one
of its own senior team to head up the operation in the short to medium term. We discuss this
further under implementation. We would not expect this to carry an additional cost (above the
ALMO premium), since the charge made to the JV should not exceed the market level for the post,
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even if the post holder seconded from the RP was actually paid more. In other words, the partner
would bear the additional cost. As and when the JV recruited externally to these posts, our
experience leads us to believe that the posts would readily attract suitable, well-qualified
candidates. Therefore, the JV option would be the strongest option in terms of recruiting the senior
team, but like the ALMO this would incur a relatively small additional cost.

IMPLEMENTATION

The focus on implementation in this section is the initial implementation of the option — moving
from the current position to setting up the new option. This section is not focused on the full
delivery of optimised option: the challenges of full delivery have already been covered above in
terms of the common starting position, and the control and leadership of the new delivery
organisation (ALMO, in-house service or JV), and the benefits of full delivery in each options are set
out in the following sections.

This section evaluates the work required to move to the new option (test of opinion, setting up new
organisations) and the risks to service during that transition (focus on creating a new organisation,
rather than on service delivery), in order that we can understand whether the additional work, cost
and risk is worth it given the benefits delivered by each option.

Reformed ALMO
Implementing a Reformed ALMO option is the option involving least change. There will be changes

to the Board (moving to a skills based board), recruiting a new senior team and setting up the new
client and the new relationship with the Council, but all of this would be complete by April 2017, and
because there are no wider structural changes the Council, the Board, interim management team
and residents could get on with co-designing and planning implementation of the wider and more
fundamental service changes from December 2016.

This option involves the least structural change. It is the simplest, cheapest and least risky to
implement. For example, for staff, the location, the employer and the terms of employment all
remain the same. However, for this reason it also creates a different and specific risk to the other
two options: because there is no significant visible structural change, it is more difficult to create
the momentum behind change as the perception could be “same old, same old” and this would be a
barrier to the culture shift necessary to bring about the longer term improvements. This would be a
key challenge for the new leadership.

In-house
The In-house House option creates fairly significant change. There would need to be a consultation

with residents — a ‘test of opinion’ on the proposed changes, and the definition of a new relationship
between the Council and residents although this should mean relatively minimal change. For BHP
staff it will not mean a change in location, but it will mean a change of employer, which brings a
range of contractual issues, but also cultural issues as well. The current Council Housing
Partnerships Team would also need to be realigned as they would no longer need to client the
ALMO.
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This means that the permanent senior team would be in later, probably October 2017, and between
the initial cabinet decision, there would be two periods: November to April (when the test of
opinion takes place) and April to October while the implementation of the new Council delivery unit
is implemented. This will create a period of instability and there is a risk of loss of focus and dip in
performance. Mitigating this risk would require strong partnership working between the BHP
Board, the interim senior management team and the Council. The recovery period provides
evidence that this type of partnership working is possible.

Of the three options the implementation of the In-house option is a close second after the ALMO in
terms of reduced disruption and the ability to manage this disruption. There would be a period of
consultation and delayed recruitment of a new permanent senior management team, this would
make implementing further changes more complicated, but as the recovery period proves, this
doesn’t have to impact negatively on performance.

Joint venture
The implementation d the JV requires the greatest amount of structural change, and therefore

disruption. There are a significant number of unknowns, which will need to be worked through in
implementing:

=  The terms of the service requirement

=  The terms of the agreement with the partner
=  The expertise of the partner

=  The new senior management team

=  The partner’s organisational culture

Working through these will require a consultation with residents (test of opinion on the
recommended option from November 2016 Cabinet), and the negotiations with potential partners,
which means the new structure and management team will not be in place until April 2018.

The changes will be greater than in the other two options for staff — a new employer in (probably) a
new location, and the perceived threat of job losses and change of terms & conditions, irrespective
of whether this perception is justified. It will also produce a greater challenge in terms of
maintaining the focus on service performance over a longer period of change than the in-house
option. The option also requires the redesign of the Housing Partnerships service, not only to
provide effective scrutiny of the joint venture, to ensure the Council’s and the residents’ priorities
remain a focus, but also to ensure that the work the team does with other Housing Associations
(other than the chosen partner are not affected.

This option is clearly the most complex in terms of set-up because of the number of new
arrangements required. Itis therefore also the most expensive. However, the size of Brent’s stock
mean that it would be possible to find a joint venture partner that can bring very useful expertise to
the table, therefore, increasing the chances of a complex and expensive journey, but ultimately a
successful outcome. The key question, which the rest of this document focuses on is whether these
additional difficulties and costs are worth it in the long term.
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Overall for this criteria the Reformed ALMO option is the simplest, whilst the In-House option
provides a balance between simplicity and change.

OUTCOMES

The three options have been evaluated based on how they interact with 5 headline criteria, each
clarified by a small number of sub-criteria. (discussed further in chapter 6) Here we present the key
findings of the evaluation not covered in the previous sections.

1. Assures provision of modern, high-quality and continuously improving housing
management services

What good looks like

. Focus on the housing service

. Improving the accessibility of services through enhanced digital opportunities and other IT
related issues. Supports customers to self-solve and self-serve

. Delivers repairs and maintenance to specified quality and price

= Supports continuous improvement

Reformed ALMO
The focus taken on the housing service is, nominally, strong. Like the joint venture the Reformed

ALMO is solely focussed on the housing service, relatively free from pressures from across the
Council. However, the opportunity to focus on the housing service has not led the ALMO to deliver
an acceptable level of service in recent times.

A reformed ALMO is (marginally) in the weakest position in relation to digital transformation. This is
because gains in this area need to be achieved via the Council’s systems and the ALMO is half a step
further removed from influence over those channels than an In-house business unit.

Given that the existing contractual framework within which repairs are delivered applies equally to
all options this is about the ability of an option to deliver high quality contract management. The
operating environment for social housing repairs contracts is busy, competitive and characterised by
relatively low margins. It is easy to create a combination of circumstances where performance on a
contract is unsatisfactory. Improving performance on an underperforming contract requires building
a relationship with the contractor that allows challenging issues to be raised and resolved. The role
of a strong contract client is crucial. If the contract client is weak then the contractor will often
exploit that weakness. The Reformed ALMO option outperforms the In-house option in this regard
because it has the potential to attract better staff at senior levels and at the contract management
level.

Moving beyond contract management there are the broader issues of stock condition, financing,
work programming and procurement. It is reported to us that the stock condition data held by BHP
is outdated and inadequate. Compiling sufficiently strong stock condition data will be a pre-requisite
of finessing work programmes to optimise the financial impact of making required improvements.
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Again, these skills will most readily be available in the JV environments, with the Reformed ALMO
ranking second.

The poor track record of the ALMO in achieving continuous improvement means that this option
starts at a disadvantage to the other options in this regard. The likelihood of turning the situation
around is enhanced by the ability of this option to attract good staff. The ALMO has reduced costs
but is still currently carrying an establishment that costs more than is covered by the management
fee though this was a clear decision of the Board to maintain this level of expenditure during the
Recovery Period.

In-house
The risk of the In-house option is that the focus on the housing service is diluted by becoming a sub-

set of a wider Council department. Whilst integration will bring access to the Council’s approach to
running a business generally (some of which may be beneficial) some dilution of focus on the
housing service is inevitable and therefore this is the joint weakest option in that regard.

An In-house service is marginally stronger than the ALMO option in respect of digital transformation.
There exists the opportunity to piggy back on the Council approach. Clear internal Service Level

Agreements and strong internal clienting will be important. Issues such as digital transformation are
not sector specific so it is possible that wider Council initiatives can add value to an In-house service.

Given that the existing contractual framework within which repairs are delivered applies equally to
all options this is about the ability of an option to deliver high quality contract management. On the
one hand the In-house option is the weakest in terms of its ability to attract quality specialist
housing senior management expertise. However, it is also true that the Council more broadly has
significant expertise and track record of successful service management in other disciplines. So the
challenge for the In-House service will be to mitigate the risk of weaker housing contract
management expertise by the application of learning from other Council business streams. Striking a
balance between the recruitment challenge and the wider Council expertise we rank the In-House
option as level with the Reformed ALMO option.

The Council will have its own programmes and methodologies that seek to modernise services and it
is possible that the housing service will be able to benefit from these work streams. The Council has

a strong track record in taking cost out of service provision which will serve an In-house option well.

This is joint strongest (with the Joint Venture) in this regard.

Joint Venture

Our views on the JV option are measured against a generic partner organisation. Whilst on the one
hand the Council can specify the qualities it is looking for in a partner there will still be a line of best
fit to be found and the selected partner will not have the highest possible strength in respect of
every single issue. An additional benefit that accrues is access gained to expertise in the partner’s
operation. This being in addition to the staff within the JV.

The JV is the strongest option in terms of the focus on the housing service. This would be a new
organisation, focused on delivering the service specified in its agreement with the Council. It has a
better opportunity than the ALMO to turn around the current service.
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The JV has a good opportunity to take forward digital transformation. The ability of the JV partner to
bring forward expertise in this regard place the JV on a par with the In-house option in terms of
taking the issue forwards.

The JV is the option within the strongest offer in terms of repairs and maintenance. Not only is the
JV better able to attract good staff it also can call on specialist expertise within the JV partner.

The JV very much has the opportunity to make a fresh start on the issues such as continuous
improvement and can bring to bear the experience and expertise of the JV partner. It is the
strongest option in regard to his issue.

The JV is likely to perform best in respect of this criteria whilst the In-House and Reformed ALMO
options are equal.

2. Achieves significant efficiencies and savings to contribute to the financial
sustainability of the Council’s housing revenue account

What good looks like

= The ability to make an initial saving through the initial implementation of the new option
=  Atrack record in producing operational savings and a focus on cost reduction

. Flexibility in order to fully exploit opportunities

Financial modelling of the impact of the government’s Housing and related reforms on the Council’s
housing finances and the sustainability of the Housing revenue account has been undertaken.
(Further detail on the findings from this will be set out in detail in a section of the final review
report.). The main impact arises from the prescribed 1% rent cut each year from 2016-2020. In 2020
this will reduce the rental income to the Council by £7.5m compared with that due on the basis of
the Council’s previous rent policy.

It is not known what the government’s rent policy or direction will be beyond 2020. Two positions
have been assumed and modelled: firstly, that the policy reverts to the former position with annual
increases of CPI plus 1%; secondly that increases are limited to CPIl only. Currently the view in the
sector is that the latter is more likely. There is another potential scenario of further annual rent
reductions in cash terms and if this was sustained for a significant period social housing finances
would become simply unsustainable.

The financial impact of the government’s other reforms — in particular the requirement to pay a
government levy to fund the extension of the RTB to housing association tenants — is harder to
assess because regulations including the formula to be used have not yet been published by
government. A number of scenarios have been modelled and these will be set out in the financial
section of the report.

On the basis of the known rent reductions to 2020 and on the standard sector assumption of CPI
only increases thereafter it is calculated that a reduction in costs (or increased income) of £3.6m
needs to be realised over three years. This will enable the HRA to maintain minimum revenue
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balances over the medium to long-term and implement the planned stock investment programme.
Total core management costs equate to £12.5m and this would represent a 29% saving if all taken in
this area. There may be potential to realise savings in other areas of revenue expenditure to reduce
the required savings in core management costs but a significant contribution will nevertheless be
required. Cost reduction on this scale represents a massive challenge for any/all of the options. We
comment further below on the interaction of each option to this requirement.

For each option an initial piece of financial analysis has been done, which focuses on the current
core management fee to BHP, which is £7.5m. This expenditure relates primarily to staffing costs
(including associated on-costs), and an assessment has been made in respect of each option, which
establishment posts can be reduced, amended or deleted in each of the options. For example, in the
BHP reformed option the senior leadership team comprises a Managing Director and two Directors
for Operations and Asset Management (a deletion of 1 post from the status quo); for the in-house
option an Operational Director and 2 heads of service are assumed; for the JV option the structure
of Managing Director and 2 directors is spread across management of the Council and partner’s
Brent stock and costed proportionately.

It must be emphasised that this is an initial saving from implementing each option driven by changes
in governance, economies of scale, and optimum integration with Council or partner services. There
will be one-off redundancy and associated costs which are not covered here.

Beyond the savings arising from introduction of each option significant additional savings will need
to be realised by 2020 — the difference between the initial saving achieved and the £3.6m target.
These savings will need to be generated through changes to service delivery and efficiency, service
scope, by income generation or other means. The implementation of modern service delivery
arrangements using digital technologies through online self-service and mobile working will be
central to this. A key issue therefore is the prospects for achieving such savings under each option.

Reformed ALMO
It is estimated that a saving of £350K would be realised on implementation of this option. This is

considerably less than the prospective savings realised under the other options and reflects the
additional governance, senior leadership and management costs inherent in the operation of
separate company. These savings could be achieved from April 2017.

Therefore, it is likely that the Reformed ALMO would need to identify and deliver a further £3.25
savings over the next three years. BHP has experience of making efficiency savings over the last 4
years. There exists the opportunity to enforce cost reduction on the ALMO via the annual
management fee settlement. However, this does not change the fact that the larger medium term
savings target would represent a significant challenge for the new senior management team.

A further downside of the ALMO’s focus on the housing service is that it may not be focused on
maximising the potential financial benefits of working flexibly with the wider HRA and GRF activity.
The opportunity to make this happen formally will work to the annual business planning cycle. The
Reformed ALMO option does however outperform the JV option in this regard.
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In-house

It is estimated that a saving of £1m would be realised on implementation of this option. This is
highest potential saving of all the options, and is realised through the full integration of the ALMO
back into the Council, thereby cutting out the most duplication in an already existing organisation.
These savings could be achieved from October 2017.

Therefore, it is likely that the In-house option would need to identify and deliver a further £2.6m
savings over the next three years. The Council has a track record of re-defining and maintaining
service delivery in the face of significant funding cuts. This track record and experience will be of
great use to an In-house service. However the level of cuts required will present a huge challenge for
the service’s new managers.

The In-house option is also the strongest option in regard to fully exploiting the opportunities to
work flexibly across the HRA and GRF to the maximum benefit of the public purse.

Therefore, the In-house option is the strongest option in terms financial sustainability because it
achieves the largest initial saving, has the strongest prospects for achieving further savings and has
greater flexibility.

Joint Venture
It is estimated that the adoption of this option will generate savings of £800k. The initial saving will

not be realised until April 2018 because of the longer lead-in to establish the Joint Venture.

Therefore, it is likely that the JV option would need to identify and deliver a further £2.8m savings
over the next three years. Compared to the local government sector the housing association sector
does not have a strong track record in producing efficiency savings. The JV will focus on the issues
that it is tasked to focus on within its scope of service. It will be possible to mandate budget
reductions and to incentivise the generation of efficiency savings. However, savings will not all pass
to the Council, some will pass to the JV partner. It is the weakest option in this respect. The need to
integrate service delivery arrangements and IT and other supporting infrastructure (moving from a
degree of integration with the Council at this point in time) may require additional investment
beyond that implied by modernisation and this will need to be recouped and savings may arise
somewhat later.

The JV is the least flexible in its relationship to the HRA and General Fund. Such flexibility that there
is will need to be expressed through annual negotiations.

Overall for this criteria, the in-house option provides the largest initial saving, the greatest potential
to deliver more (based primarily on track record) and has the greatest flexibility to deliver financial
sustainability.

3. Maximises the value and performance of the Council’s housing stock through
active asset management and new development.
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What good looks like

. Major works delivered on time, to required quality including quality of customer care as
expressed through customer satisfaction.

= Development opportunities maximised and proceeding to completion at fastest rate that
funding will allow.
There are two key issues that arise in property management, the stewardship of buildings and the
services provided to residents. Arguably of the two the stewardship of the buildings is the more
fundamental. Properties last longer than residents, each building will serve multiple generations of
the same or a variety of households. The gulf between the best and the worst asset management is
vast. Great asset management, through the quality of improvements, by reducing cost in use for
residents, by exploiting opportunities for infill development, by keeping properties on good repair,
can make significant impact on the health and well-being of residents. Moreover, asset management
is crucial in influencing the perception of an area by residents and others, for example through the
external condition of buildings and the design choices with regard to issues such as rat-runs and
community facilities. For these reasons this is a key criterion.

It is important to reflect also that asset management is an issue on which the Council will, under any
option, continue to have a view and a degree of involvement. Under all the options the Council
retains ownership of the buildings and will have views on what is done to the buildings and
surrounding land and how work is financed and programmed. Under any option work will be
required to define the Council’s role and the role of the delivery agent. A lack of clarity on these
roles has played a part in the shortfalls that exist in current BHP asset management for example in
the absence of adequate stock condition data.

Reformed ALMO
Achieving the timely delivery of major works to specified quality within an agreed price is a question

about the ability of each option to put in place good quality contract management people and
mechanisms. In this regard the reformed ALMO is the middle ranking option for the reasons
discussed elsewhere about its ability to attract candidates.

With either the Reformed ALMO or In-house options, there is a team in place which has some
experience and has local knowledge. The team has had some success but in general developments
have taken longer than anticipated and there have been delays in meeting targets, particularly for
obtaining planning permission. The team is necessarily small, and it is difficult for a small team to have
the full range of expertise required. The size of the programme is unlikely to ever be enough to gain
the critical mass necessary to expand the team and acquire all the skills. Unlike the In-house and Joint
Venture options the Reformed ALMO option cannot hope to pair these responsibilities with others in
order to apply greater levels of expertise.

In-house

The In-house option is the weakest in terms of recruiting specialist housing staff. This makes the task
of recruiting the required quality of contract management expertise tougher. However, it is also true
that the Council more broadly has significant expertise and track record of successful contract
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management in other disciplines. So the challenge for the In-House service will be to mitigate the
risk of weaker housing contract management expertise by the application of learning from other
Council business streams. Striking a balance between the recruitment challenge and the wider
Council expertise we rank the In-House option as level with the Reformed ALMO option. However, it
is the riskiest option.

As a self-contained business stream small scale regeneration would face the same problems In-
house as in a Reformed ALMO. However, the Council would have the opportunity to potentially pair
the small scale regeneration work with the larger scale regeneration work and this would offer the
opportunity to access greater levels of expertise. This is not without risk however, the risk that
smaller scale regeneration would not receive sufficient attention from a team also working on large
schemes.

Joint Venture

A Joint Venture partner would have more scope to make changes or bring in additional resources at
middle management level. It is often the case that large RPs have strong combined asset
management and development teams with greater experience in managing asset-related contract
than Councils, and the introduction of an experienced and robust contract manager in particular
could make a considerable difference.

It is also the case that the larger RPs tend to have software and other models which might permit
them to plan and programme more efficiently, with resultant cost savings. There might also be
options for them to add Brent stock to their existing programmes and contractor arrangements,
again with potential savings through economies of scale. However, the likely cost savings cannot be
determined at this stage and are unlikely to be very large — this should not be overestimated. Taking
these factors into account this is the strongest option in this regard.

The Council would make the development capability of the joint venture partner an important
aspect of the selection and negotiation process. There exists the potential to draw on the wider
development expertise of the joint venture partner. This makes this the strongest option in his
regard.

There is the risk that the JV partner might be too focused on development to the detriment of the
core services. The Council would need to assure itself that the partner was able and willing to fully
engage with provision of core services and that the potential development opportunities were not its
sole objective, and would need to ensure that focus was maintained on the core services throughout
the contract period.

An additional risk is that the JV partner will be picked based on a range of selection criteria of which
development will be only one. Dependent upon the weight given to development expertise in the
selection criteria the selected JV partner may or may not have sufficiently a strong development
offering.

The JV is likely to perform best in respect of this criteria whilst the In-House and Reformed ALMO
options are equal.
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4a. Contributes to improved outcomes for tenants including in respect of employment
and training, health and wellbeing and tenancy sustainment for vulnerable
tenants.

What good looks like

=  Advances LBB'’s strategic intent in respect of People and Place through the delivery of specially
commissioned projects including in respect of employment and training, health and wellbeing
and tenancy sustainment for vulnerable tenants. For example, adding Council funding to an
existing Housing Association programme where they have expertise like tenancy sustainment

=  Advances LBB’s strategic intent in respect of People and Place through the forging of closer
links with existing programmes of work (expected to be primarily Council commissioned) on
issues such as employment and training, health and wellbeing and tenancy sustainment in
order to maximise the value to Council tenants and leaseholders, for example, realigning the
Council’s financial inclusion project to encompass the needs of BHP tenants

. Involves resident in governance and maximises the impact of customer insight on the
operations of the business

Housing management practise in respect of these issues is an evolving situation. Historically (and
generally, rather than just in Brent) housing managers have had a role in tenancy sustainment and in
signposting to other agencies whether that be adult social care, detailed debt advice or
employment/training initiatives. What started as a side-line to Housing Officer activity got
formalised in the shape of tenancy sustainment teams. However, as budgets are squeezed so the
focus homes in on core housing management activity and time spent/cost incurred on these
peripheral activities comes under ever increasing scrutiny. With £3.6m to be saved it seems certain
that the headroom (by which we mean the cost of staff having time to do it) will disappear. The
revenue outlook for the General Fund means also that the likelihood of new work on these issues
being commissioned is also much reduced. Initiatives to the benefit of all residents look more likely
than initiatives to the benefit of only Council tenants and leaseholders. So our view is that
realistically this is about how well an option can signpost to Council and other services.

There is a separate but related issue, that of eliminating duplication whilst promoting tenure
blindness. The Council will want to extract maximum value from every HRA and GF pound. One way
in which this can be achieved is for there to be an increase in tenure blind service offerings (for
example a financial inclusion offer that applies irrespective of tenure). Prospectively the HRA could
be sharing the cost of the tenure blind service offering with the General Fund.

Reformed ALMO

BHP currently provides a number of services that are aligned to the first criteria. It delivers financial
inclusion services (which are commissioned by the Council) and also delivers the Community Fund
and BHP Academy. It therefore has a limited track record of contributing to improved outcomes on
some of these criteria, but it is not a core activity and so expertise is limited. In addition, there is a
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risk in bolting on aspects of this type of work to the work of a relatively small number of housing
specialists.

The Reformed ALMO is reasonably positioned to work closely with and signpost to the work of
Council departments and local partners on wider range of issues. In other sections we have regarded
positively the focus on a housing service caused by being arm’s-length. In this regard being arm’s-
length is more of a mixed blessing. While arm’s-length does not weaken the case for a Reformed
ALMO to win commissions it does weaken the case for the (arguably more likely) position of the
ALMO as a signpost to wider Council services. It is the middle ranked option in this regard.

Therefore, this is the weakest option for this criteria as it doesn’t have the scale or experience in
delivering wider benefits, and there is one further degree of separation from Council services
although this issue could be minimised through a different way of working.

In-house

One of the key objectives of the Council is to improve the health and wellbeing of the residents of
Brent. The In-house option offers the opportunity to more fully integrate housing management
work with the Council’s wider work.

The housing management service has in-depth relationships with an important sub-set of the
Council’s customers. Achieving outcomes outside of the housing agenda (for example a successful
employment or training outcome) can have beneficial outcomes for the housing agenda (rent paid,
tenancy sustained, void loss avoided) and for the Council’s wider agendas (increased levels of
economic activity etc.). Creating an In-House service is a great opportunity to redesign the corporate
jigsaw and figure out afresh the opportunities that arise from having the housing business unit under
direct Council control. We foresee a range of opportunities such as:

= Specifying a tenure blind service to be delivered by a non-housing department with some
financial support from the HRA.

=  Athoroughly joined up approach to signposting of Council services by housing managers

In respect of all of the above the In-House option is, by far, the strongest option.

Joint Venture

Many potential RP partners have very extensive experience and already well established teams and
projects focused on delivering wider outcomes for residents, for example, some will have
apprenticeship schemes or trade training academies or health initiatives. Some — particularly those
with a wider charitable remit — will have whole departments devoted to community development
and social regeneration projects. The partner might well offer access to these initiatives either free
or at marginal cost. Even a ‘free’ service is, most likely, reflected in the range of recharges passed to
the JV by the partner. The Council would have less choice or influence over these services than
under other options.

The Joint Venture is the option which is most distant from the Council. This makes signposting more
complex, but arguably no more complex than for a Reformed ALMO.
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In order to gain access to greatest value the JV will need to piggyback on the wider work of the JV
partner on these issues. Any enhancement to Brent agendas of Place and People will be coincidental
rather than causal. This is not to say that local benefit will not be achieved. But inevitably it will not
be as closely related to Brent’s agendas as is possible under the In-House Option

Therefore, the JV offers significant potential opportunities, making it the middle ranking option in
this regard.

Overall for this criteria, the In-house option is, by a wide margin, the best performing option with
the JV ranking second and the Reformed ALMO ranking weakest.

4b. Resident engagement
This criterion is focused on two things:

. Residents being able to actively participate in the governance mechanisms of an option with a
meaningful influence on decision-making, which is an area where there are very distinct
differences between the options, but also

=  Abroader and possibly more important point: successful organisations in any sector have a
common theme — they know, understand and respond to their current and future customers.
This doesn’t have to be through formal decision making,

Either way, resident involvement and scrutiny should be based on the specific principle that the

priorities and views of residents should be at the heart of a housing organisation’s framework for

directing, monitoring, assessing and modifying its own activities. And all options face the same

challenge, given the budget pressures, of how to deliver effective resident engagement at the lowest

cost, so changes will be required through all options.

The history of resident engagement is (for the most part) a history of a relatively small number of
people providing insight that is then applied to some or all residents. There is no criticism here of
that approach and it has been fortunate to benefit from input from some amazingly dedicated
customers. There will always be a place for these types of interactions but increasingly technology
offers new opportunities to bring people together virtually, including ways to find out customer
views without them needing to leave home. But there are also significant opportunities to improve
services using customer insight. This might be data that BHP already hold, it might be data that the
Council already hold or it might be data about the population of Brent held by other organisations.
This type of data is the very opposite of the views of a small number of involved residents. Some of
the data will be about all people in Brent (not focused on tenants and leaseholders). Neither of these
methods hold all the answers and the best way forward will include a mix of both approaches. As
budget pressures increase the cost and value derived from formal engagement structures will come
under intensifying scrutiny. Customer insight costs less and as such will have an increasing profile.

Reformed ALMO

Under a Reformed ALMO our assumption is that, in line with sector good practice, there will be a
move towards a smaller Board recruited on the basis of skills rather than constituencies. A skills-
based approach does not rule out residents from sitting on the Board but increases the importance
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of the ability to make a contribution driven from a particular skill/expertise. It is important to note
here because it is likely resident involvement on the Board would reduce though.

Which is why it is more important to note that, that even with residents on the Board there is the
need to be able to meaningfully engage with residents beyond carrying out surveys. To meet this
necessity many RPs have created strong advisory panels of residents who are able to help formulate
policy and to review the progress of the organisation. It is a regulatory requirement for social
housing organisations to put in place scrutiny panels.

BHP also has a strong track record of capacity building through the BHP Academy. This was
recognised as best practice, and BHP was invited to address a National Federation of ALMOs best
practice briefing and also to address MPs in Westminster about its resident engagement. BHP also
has a Customer Scrutiny Group and, following a recent review, there are proposals to build on this
with the creation of more scrutiny groups tasked with examining specific service areas.

The track record and future prospects for resident engagement are a strong suit for a Reformed
ALMO. However, the situation with regard to customer insight is somewhat different. Most housing
organisations are in the early stages of accessing and adding value using customer insight data.
Moving forwards it is likely that the Council and a JV partner will both have more to offer in this
regard than the Reformed ALMO which may struggle to deliver the In-house capacity and capability
to deliver the more strategic customer analysis and intelligence function.

Building a strong customer focus in to the culture of the organisation is crucial from front line to
dedicated capacity and capability to analyse data is crucial. If the Reformed ALMO delivers a
structure which is focused on front line engagement then it should be strong to this degree, but it

In-house

Under the In-house option the existing formal governance structures would come to an end. The
question then becomes what would/could come in their place? It will not be possible to offer the
same level of direct formal involvement represented in the current approach by residents having a
seat on the Board. However, there does exist the opportunity to take this loss as a starting point,
take a blank piece of paper and to design a new approach that provides a pathway for resident views
to influence the thoughts of those running the service. The In-house team would work to develop
mechanisms for resident engagement and involvement in a variety of ways, and given BHP’s current
expertise in this area, we would anticipate that the In-house team would make a good showing at
this and provide a new range of modern options for engagement and involvement.

Nevertheless, it is a different structure. Having a strongly resident focused Board was one of the key
reasons for the development of ALMOs, with the objective of providing a degree of resident focus on
housing services which no Council would ever be able to directly mirror. This is the weakest option in
this regard.

In respect of customer insight, the In-House offer is stronger. Across the Council there exists masses
of information. Some of this is about tenants and leaseholders, some about all residents. The Council
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will be seeking to improve its use of customer insight data and to generate meaningful impacts on
policy and practise. An integrated housing business unit has the opportunity to gain value from the
Council’s improved use of customer insight.

Joint Venture

A JV would be different again. Historically, RPs have had a strong track record of resident
involvement in governance structures, including resident membership of the main Board. However,
in recent years this has changed as there has been increased pressure for highly skilled boards with
extensive professional expertise. Since the introduction of rent reductions in 2015, and the
resultant need for extensive restructuring and efficiencies, this change has been accelerated.

Although a few of the larger RPs do retain some resident membership, this is usually on the basis of
skills based recruitment where resident members are expected to display the same levels of
knowledge and skills which independent members are expected to have, in order to run large and
complex businesses. This has tended to reduce the number of resident members. In Rochdale the
mutual created by the Council has a wholly skills based board behind which there is a strong
representative body of residents and employees on which the Council also has representation. Its
role is to work with the board to develop policy and review performance.

It would be reasonable to expect that any JV would provide a range of modern options for
engagement. For example, many RPs have excellent Tenant Scrutiny arrangements. However, we
think it unlikely that an RP would willingly embrace resident membership on the JV Board. Of course,
the Council might be able to insist on that as part of the terms of the JV, and we are not suggesting
that RP partners would necessarily consider it a deal-breaker. Nevertheless, we flag it up as being a
potential area of disagreement on principles.

In respect of customer insight, it is hard to predict the strength of a JV partner’s offer. The housing
association sector is also in the early stages of its work on big data and its role in customer insight. It
is an issue that is unlikely to make or break the case for a JV partner and therefore there is both
opportunity and risk.

Overall for this criteria, striking a balance of the strengths/weaknesses between resident
engagement on one hand and customer insight on the other we find that the Reformed ALMO and
In-House option are level in strength (although with each option having different strengths to its
offer) with the JV slightly behind (chiefly because of the uncertainty about the JV partner).

5. Contribution to the delivery of the Council’s priorities

What good looks like

=  Adirect read across from the Council’s strategic policies into the strategic and operational plans
of the service delivery organisation

. Flexibility such that the plans of the service delivery organisation can adapt to changes in
Council strategy outside of the annual business planning cycle.
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This section looks at the degree to which the options are capable of being in tune with the Council’s
specific priorities and the extent to which the various options might be reactive to changes in
priorities.

Reformed ALMO

The Council will wish to ensure that the ALMO recognises its position as a wholly owned subsidiary
of the Council with only one shareholder, the Council. Once both parties take robust ownership of
this position then the flexibility of the ALMO to the Council’s strategic issues increases.

However, the Council will be reliant upon the ALMO board to interpret and apply the Council’s
strategic priorities. There is the possibility of accidental misinterpretation. In addition, changes may
be required which do not fit in with the ALMO’s annual planning cycle, which is the Council’s primary
opportunity to input into planning strategic priorities and allocation of resources. Although the
cycles will be co-ordinated, if the timing of change did not coincide with the cycles, then despite
partnership working this might lead to a lag in the ability for the Council to influence events.

In-house

Looking at the In-house option, the Council would have complete control over this. Any changes in
priorities and resources would be entirely the Council’s decision. Clearly any change of direction
takes some time to implement, but it would be quicker under this option than any other.

It would also be the option with the cheapest cost of change, partly because of the relative speed of
change but also because there would not be any costs associated with contractual change.

There is a risk with this option that over time the Council’s focus on housing could be diminished. One
of the reasons for setting up ALMOs was to ensure that in a busy and fast moving environment where
housing forms only a relatively small part of the Council’s overall business, housing maintained its
priority and did not get side-lined. The In-house option creates anew the potential for a lack of focus
on the housing service to accrue.

Joint Venture

As a joint venture is by definition an organisation in which the Council holds a half share, a JV should
be responsive to changing priorities. But the same comments apply here as to an ALMO, there is a
risk that changed priorities do not accord with the JV’s priorities and/or that changes have
implications which the JV is unable or unwilling to meet and/or there is a time lag and/or Council
strategic changes may be misinterpreted by the JV.

We do not see this as an insuperable problem. When the venture is joint, the partners should be
able to reach an accommodation and this may in fact be easier with a JV than with an ALMO because
the issues regarding an annual planning cycle do not apply in quite the same way. Nevertheless,
resultant changes would be both slower and more remote than under the In-house option. As with
the Reformed ALMO option, there might be contractual cost implications of change.

Overall the in-house option has the greatest strengths in relation to this criterion.
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Summary

This table sets out and compares the key points for each of the options, derived from the narrative above.

Criterion

Reformed ALMO

In-house

Joint Venture

Contributing to
Council priorities

Single shareholder, so high level of
ongoing strategic control (through
annual delivery plan), but less day to
day operational control. Mitigation is
the single focus and the housing
expertise of the Board.

Highest levels of strategic and day to day
operational control as the service would be
directly line managed by the council.

This is a partnership, so significant strategic
control, but still the lowest of the 3 options
because strategic direction would need to
be negotiated. Less day to day control.
Mitigation would be expertise of partner.

Leadership

Appointment to the most senior post
would be made jointly by the ALMO
and the Council. Other posts
appointed by the ALMO. Recruitment
to the senior team likely to attract
strong candidates.

All appointments made by the council.
Operational Director would be a Member
appointment; the others posts officer
appointments. Recruitment to the senior
team (and middle management) could be
more challenging as it is not a standalone
housing management service with the
autonomy that brings, and flexibility over
terms and conditions.

Appointment to the most senior post
would be made by the JV Board, including
the Council representatives. Other
appointments made by the JV. In the first
instance, the senior team could be
seconded from the partner; if so, likely to
the best option for a high calibre team.
External recruitment to the senior team is
likely to attract the strongest candidates.

Implementation

Immediate clarity about the long term
structure, would provide a simpler
basis for change to start immediately
in December. However, the new
senior team (April 2017) would be the
key driver for change in service
delivery medium term. A barrier

Period of consultation for the ‘test of
opinion” would make the basis for
immediate change more complicated, but
would still be achievable. New permanent
senior team not in place until October
2017. Medium term CT have raised
concerns about attractiveness of posts, but

Period of consultation for the ‘test of
opinion’ and then identifying the partner
and setting up the JV would make the basis
for immediate change more uncertain. The
new senior team and the terms of the JV
would be strong drivers for change, but
would not be in place until April 2018.
There would be a clear signal to staff and
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Criterion

Reformed ALMO

In-house

Joint Venture

would be the possible perception
amongst staff that ‘nothing has
changed’.

would benefit from Council’s change
expertise. There would be a clear signal to
all staff from April 2017 that this is a new
service.

the JV partner would bring all their
expertise to drive change quickly after
implementation. Change of employer
brings the greatest sense of uncertainty for
staff, with both positive and negative
connotations.

Provision of housing
management
services

Single focus and opportunity to recruit
the right leadership team should
underpin success.

BHP and council needing to work
together on digital transformation
could create delays. New leadership
team would need to move to a new
customer focused transformation
model, which is not currently in place
to tackle cross cutting issues such as
repairs. Would have the housing
expertise, but relies on Council
contract management procurement
support to deliver change with Wates,
which is fundamental to improving
repairs performance.

This option would tie the Housing
Management Service directly into the
Councils digital and customer focused
transformation methodology, and provide
direct access to the capacity and capability
to support change. This would be of direct
relevance to the fundamental challenge of
repairs for example. There would need to
be a sustained focus on delivering change
with Wates equal to the challenge for the
Reformed ALMO.

Single focus, ability to recruit and bring
across staff and expertise in all areas would
be of benefit if the ideal partner could be
found. The service could benefit from
their digital and transformation expertise
as well if the right partner was chosen, and
they would bring leverage in the wider
market in terms of repairs and planned
maintenance contractors. In theory this
presents the best opportunity, but there is
a significant risk for this option — not
knowing who the partner is at this point,
and therefore evaluating it on the basis of
the perfect partner, that does not exist.

Achieves efficiencies
& savings

Initial saving on implementation:
c£350k

Potential for delivering the additional
savings required: unproven track
record on this scale and likely to be
the least able to achieve savings.

Initial saving on implementation: c£1m

Potential for delivering the additional
savings required: the Council has a good
track record in addressing funding
pressures while maintaining services.

Initial saving on implementation: c£800k

Potential for delivering the additional
savings required: generally, producing cost
savings are not a great strength of the RP
sector. Savings could be contractually
mandated and might be more achievable
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Criterion

Reformed ALMO

In-house

Joint Venture

than for an ALMO, but not all of the savings
would accrue to the Council and the HRA.

Asset management
and development

There is a team in place which has
experience and local knowledge. The
team has had some success but in
general developments have taken
longer than anticipated and there
have been delays in meeting targets,
particularly for obtaining planning
permission. The team is necessarily
small, and it is difficult for a small
team to have the full range of
expertise required. The development
team would necessarily remain small
in this option, so no opportunity for
structural improvements.

The in house option will also have the
challenges set out for the reformed ALMO,
but it is also true that the council more
broadly has significant expertise and track
record of successful contract management
in other disciplines. Therefore, if the risk
of less housing expertise could be
mitigated and the benefits of the wider
expertise exploited, there is a good chance
of improved performance. There is also
the opportunity to join the BHP
development team with the Council’s
regeneration team, which could also bring
additional benefits.

It is often the case that large RPs have
strong combined asset management and
development teams with greater
experience in managing asset-related
contract than Councils, and the
introduction of an experienced and robust
contract manager in particular could make
a difference. Access to well-resourced
development teams, expertise and
opportunities for development which are
not available to either of the other options.
This is the strongest option for both asset
management and for delivering more and
better development.

However, the risk identified above for

provision of housing management is
equally true for this option.

Contributes to
improved outcomes
for tenants

If the Council seeks project delivery
(the council commissioning new
services for BHP tenants), this is the
weakest option. If it seeks project
signposting (improving access to
existing services).

Whether the Council seeks project delivery
or project signposting, this is the strongest
option because of the links with, and
potential for close interaction with other
and partner Council initiatives.

A JV may offer the widest range of delivery
projects carried across from its own
activities, but the Council would have less
influence over them

Signposting would be similar as with the
Reformed ALMO option.
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Criterion

Reformed ALMO

In-house

Joint Venture

Resident
involvement in
governance

The tenant membership inherent in an
ALMO Board, and a strong track
record in resident engagement.

The Council would not be able to replicate
the Board level representation, but could
replicate everything else.

There is unlikely to be resident
involvement in the formal governance
(board) structure. Most RPs already have a
track record in other forms of resident
engagement, but this has been reducing as
budgets tighten
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Financial Evaluation of Options

The financial evaluation of the options is an important part of the exercise being undertaken by
Brent Council, but it is only one of the tools that the Council will use in its decision-making process.

The purpose of this financial evaluation is to create a map of the financial landscape and show how
that map changes over time. The financial evaluation shows the size of the challenge and shows one
way in which the financial challenge can be met. It is not the role of the financial evaluation to offer
opinion on the likelihood of any option achieving the savings required. The issues of probability are
dealt with in the narrative evaluation at chapter 9 above.

Brent Council monitors the financial resources it has available to be able to manage, maintain and
invest in its housing stock to keep it at a lettable standard using a 30-year business plan for the HRA.
The business planning tool that it uses is an industry-standard product supplied by Capita. There are
clear targets that the HRA business plan must legally achieve, these being:

=  The HRA reserve balance cannot be negative (working capital);

=  The housing debt does not exceed the debt cap of £199.3 million

Whilst there is no requirement to be debt free after 30 years, a prudent business plan would also
show that there are sufficient HRA reserves to repay any outstanding debt at year 30 if required. In
reality, the Council may have loans that are not due for repayment within the next 30 years but it
should be capable of paying them if required at the time they fall due. Within our evaluation we
have shown the HRA position with and without the requirement to be able to repay HRA debt at
year 30. As you would expect if your debt horizon is longer than 30 years then the savings required
to make the HRA viable are lower.

In addition, to the legal requirement to avoid a negative balance on the HRA reserves, Brent Council
also has an internal policy of maintaining HRA reserves above the equivalent of £200 per unit of
housing stock (this figure increases with inflation annually). In 2016/17 this is around £1.57 million.

This financial evaluation is based on testing each option to see whether it meets the target criteria
for a viable business plan as described above. Where the option does not meet the criteria, we
consider the level of mitigation that would be required to bring the HRA back into balance.

The design of each of the options — Reformed ALMO, In-House and Joint-Venture (JV) partner, have
resulted in the identification of potential savings. These savings arise mainly from posts that would
be no longer required as a result of reorganisation, through combining services and also from
economies of scale. We have called these the first pass savings. The first pass at savings have been
factored into the modelling. Where the models indicate there are further mitigating actions
required, the results are not telling you how to make the savings, but are giving an indication of the
level required, so that this can be used to decide and plan what to change.
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Summary of the Outcomes

Each of the options assumes that the current standard of service continues to be provided to
tenants, so that options are evaluated on the basis of cost compared to the existing HRA budget.

Firstly, from the work undertaken, it is not the case that one option produces the forecast savings
requirement whilst other options do not. None of the options as described delivers a viable HRA
over 30 years. All of the options require further mitigation to achieve a viable HRA.

The savings requirement weighs heavily across all the options. For this reason, our view is that a
decision cannot be taken based on current financial data. Further work on financial matters, set out
below, will be required to support decision making on the detailed business plan of the chosen
option.

Secondly, when we work through the numbers and the level of savings required in future to
maintain a viable HRA, the savings required look massively challenging. To give an example: For the
In-House Option the estimated level of savings required is £3.6m.

However, it is important to note that there are significant variables within the models as they stand
now. Whilst the current models are sufficiently robust to support choosing an option further work
will be required to improve the model of the chosen option prior to the approval of the detailed
business case. The view of our expert independent financial advisor is:

=  The models make the case that significant savings are required moving forwards

. Having selected an option there will be further work to be done on the financial model to
improve confidence around key variables

=  Asconfidence around key variables increases so will confidence in the level of saving required

=  Once greater assurance exists on the savings required it will then be appropriate to plan how
the savings will be made.

Key Variables
Without additional mitigating actions, the HRA business plan hits problems for its HRA revenue
balances and would need to breach its debt cap. There are a number of reasons for this:

Stock condition data: The 30-year profile of investment required in the stock is taken from the
Council’s asset management systems. The Finance Team and BHP have indicated that this data has
not been subject to survey in recent years and may not adequately reflect the needs of the stock. It
may be higher than forecast, it may be lower. The timing of investment is crucial to determining the
Council’s need to borrow.

Sale of high value voids: The plans within the Housing & Planning Act 2016 to introduce a
requirement for Councils to sell off its higher value void properties has been included in the base
HRA models. This is likely to require a levy to be paid to the Government, but the mechanism for
delivering the policy is not yet available. The Council has assumed that it will sell homes over a 5-
year period from 2017/18, and pay over a levy but the decisions on replacing the stock are
dependent on the actual requirements and regulations which are yet to be published. The
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assumption of replacing homes increases borrowing significantly and uses up the headroom
available in the plan.

The current base HRA business plan shows that in order to accommodate in the shortest and earliest
time possible, the assumption that rents will only rise by Consumer Price Inflation (CPI) post 2020
(rather than return to CPI+1%) and the profile of sales of high value voids, the Council would need to
make real savings of 9.5% per annum on its housing management costs (in addition to savings
required from stock reductions due to sales) for each of the next three years = 26% cut in total.

The point to note is that none of the options inherently generates the required level of savings on its
own, so to achieve a balanced HRA business plan would require significant additional savings.

The evaluation of the options has involved a rigorous review of existing housing management
budgets and identified those posts / costs that could be saved under each delivery vehicle without
changing the service or maintenance standards. This means that finding additional savings to fill the
gaps will need to look more closely at the value for money delivered by the assets.

As additional mitigating actions are required regardless of the option chosen, we would recommend
that time is taken to get clarity on as many assumptions as can reasonably be achieved. These would
include:
e the survey of the housing stock is undertaken soon to properly inform the business plan;
e the provisions of the Housing & Planning Act are monitored closely and reflected accordingly
in the plan;
e committed development schemes are included in the base plan.

Basis of the Financial Modelling

A Council’s HRA business plan details the income and expenditure cashflows that it believes will arise
from owning and managing the housing stock and related assets over the next 30 years. The starting
point for year 1 (2016/17) is the Council’s agreed HRA budget and capital programme for the year.
Assumptions about how these cashflows change over time are made on the basis of that which is
known, for example, Government legislation to decrease rents by 1% per annum for the next 3 years
or a recent stock condition survey; and otherwise, best endeavours based on historical trends or
economic factors and estimated sales from Right to Buy. New policy (national and local government)
provisions affecting Councils are also factored in based on what is known at the time of preparation.
Plans for development of new homes are also included based on schemes that are likely to occur.

Defining a viable HRA business plan
Having prepared the business plan with the forecasts and assumptions, to be deemed financially
viable the business plan will need to show that it can:

] Maintain a positive HRA reserve balance (and be above the local level set);
=  Achieve the capital investment required without breaching the debt
. Repay its debts as they fall due

. Ideally, have sufficient resources to cover debt outstanding at year 30
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Where the plan does not achieve these targets, the Council will need to take mitigating actions to
bring it back into balance. The Council is limited in what it can do. For example, it cannot increase
rents for social tenants above those set by reference to the Government’s rent policy; it cannot
charge any more for additional services to tenants and leaseholders than those services cost; it must
maintain its homes to at least the Decent Homes Standard to ensure that they remain lettable;
management/ restructuring of loans depends on the penalties for early redemption. Typically, if a
Council is satisfied that its stock investment profile is accurate, then its day-to-day repairs ought to
be minimised and therefore housing management costs and decisions over development plans are

the only variables left within their management control.

Models Used In Evaluation

An explanation of how each option has been modelled is set out below.

Improved ALMO option

The financial models for this option include the same assumptions as base HRA business plan for all
except the real savings of 9.5% assumed in years 2 — 4. For these we have substituted the profile of
savings in salaries and other costs estimated to be achievable if the ALMO is retained but with
restructured management and service delivery.

The savings generated by this proposal total £350k and would save 7 posts within BHP’s staffing
structure.

In-house Management Option

The financial models for this option assume the same assumptions as base HRA business plan for all
except the real savings of 9.5% assumed in years 2 — 4. Instead, we have substituted the profile of
savings in salaries and other costs that are assumed to be achievable if the ALMO no longer manages
the Council’s stock, and its staff transfer back to the Council. BHP owns a number of properties in its
own right which it also manages and earns income from. No account of these will be made in the
Housing Revenue Account. We are told that these may be dealt with by means of an investment
company within the General Fund.

Details of the savings estimated total £1,000,000 and would save 17 full time equivalent posts, of
which 12 are full posts, within BHP’s staffing structure. These arise from senior management posts
that would be duplicated in the Council, together with economies of scale arising from combining
teams that carry out similar roles. Working together, it is assumed that some posts will be removed
without a reduction in the level of service. Savings would also be made in governance costs as there
will no longer be a board of management.
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Joint Venture (JV) Partner Option

The financial models for this option assume the same assumptions as base HRA business plan for all
except the real savings of 9.5% assumed in years 2 — 4. Instead, we have substituted in the profile of
savings in salaries and other costs that are assumed can be made if the ALMO no longer manages
the Council’s stock as BHP but instead the management service would be provided by an alternative
Registered Provider that already owns and manages its own housing stock. The partner organisation
would both need and be expected to take on some of the BHP staff to deliver the service for Brent.
Others may also transfer back to the Council to take on monitoring roles.

Details of the savings estimated total £800k and would save 29.75 full time equivalent posts of
which 15 are full posts, within BHP’s staffing structure. These arise from senior management posts
that would be duplicated in the Council or the JV partner, together with economies of scale arising
from combining teams that carry out similar roles. Working together, it is assumed that some posts
will be removed without a reduction in the level of service. This option also assumes some savings
for example in the infrastructure, for example IT costs, from combining housing management within
the JV partner’s existing systems.

Evaluating the Outcomes

The detailed financial evaluation undertaken clearly shows that there is no clear winner amongst the
options. It also shows how there are factors beyond the Council’s control that can have a significant
impact, but that impact affects all options equally. The area within the Council’s control is
operational costs and hence the appraisal concentrates on that aspect. Initial, more obvious savings,
have been identified but further more detailed financial work will be required once the Council has
agreed the option the gives it the best chance of achieving a balanced HRA.

RECOMMENDED WAY FORWARD

Detailed consideration of the issues covered by this review is a rare event and as such an
important first stage in charting the course to be taken by Brent’s housing stock and the 12,000
households who live in the properties over the years to come.

The reason for staging the review, in this case the poor performance of BHP in several regards,
principally in their management of the Wates contract, is less important than the landscape in which
the chosen option will have to operate.

Each option has been optimised. In other words, we have not answered the question ‘How well or
poorly would option X perform exactly the role fulfilled by BHP now?’ Instead we have answered the
guestion ‘What is the way of configuring option X that will best deliver the outcomes we require
from the housing service?’ So each option is a tweaked version of current operations. In essence this
gives three different approaches:

. Reformed ALMO: Strong focus on the housing service.
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. In-House: Strong focus on the housing service and the contribution that the housing business
unit can make to the Council’s wider strategic agenda.

=  Joint Venture: Strong focus on the housing service with the added benefit of the expertise of
the JV partner.

All the options inherit the same starting position, the same buildings, residents and staff (via TUPE).
Each of these are significant issues in their own right. Looking across the piece we have reviewed
each option against:

=  Control

. Leadership

. Implementation

. Financials

. Provision of housing management services

=  Asset Management and Development

=  Contributes to improved outcomes for tenants

. Contributes to Council priorities

Amongst our key findings:

. No aspect of our evaluation categorically rules out any particular option. All options could work.
. It is in the financial evaluation that the most challenging findings arise

. Every option has a mixture of strengths and weaknesses, so picking the best option is a matter
of judgement about the weighting given to issues and risks

There is a decision to be made about how the housing service fits in with the wider Council. The
current position is clear, a standalone housing service, formed to provide a strong focus on housing
management. This approach produced good outcomes for a long period, less good outcomes
recently. Another approach is to view the housing service as an important sub-set within the wider
Council and to seek to maximise the role played by the housing service in improving outcomes for
12,000 households across well-being, employment and other issues as well as core housing
management. If you give weight to this approach, then the In-House Option is clearly the strongest
option in this regard. This is not without risk. The biggest risk is that the dilution of focus on the
housing service causes performance to worsen.

Turning next to the financial issues. LBB use a nationally recognised piece of software to run a 30-
year model of the Housing Revenue Account. The model allows entry of a wide range of financial
information and interprets how a change in a variable (for example stock numbers going up or
down, inflation going up or down) affects the HRA over a 30-year time span. There are many
variables that the Council cannot control such as the rate of inflation and government set rules
about rent increases. There are only a small number of variables that the Council can control such as
staffing costs (employ more or less staff) and levels of investment (in the existing stock and to build

new stock).

The financial model sets out a very tough financial landscape. This is primarily due to three variables:
The governments rent policy (currently CPI -1%); the interpretation applied of the likely impact of
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the sale of high value void properties (required under the Housing and Planning Act) and the profile
of stock investment. The financial landscape is equally tough for all the options with savings required
in the range of 20% to 55%. Even with these savings the HRA does not contain enough money to
fund investment in new dwellings beyond 1-for-1 replacement of high value voids sold.

It is important to state that the financial model needs further work in two areas. Firstly, it is not yet
known what regulations the government will set relating to the sale of high value voids and the use
of the finds arising. LBB have made prudent assumptions about this and these assumptions have
impacted on the financial model. Secondly LBB and BHP are currently relying on 6-year-old stock
condition data and have relatively low confidence in the current data and the programming/costs of
major work that flow from it. It is possible that a better long-term position may arise when these
variables are refined. However, it is also the case that currently the model does not have headroom
to fund development. It is clear that reducing operating costs will be of key importance to the
creation of headroom to build new homes.

The view we have taken is that the financial model as it stands makes clear that the ability of an
option to significantly reduce operating costs is a key factor. Because the model impacts all three
options equally we do not see the uncertainty about aspects of the model as a reason to hold back a
decision to choose an option. But we do recommend that as part of the process to approve the
detailed business case for the chosen option the financial model is refined to address the areas
outlined above.

It is the In-House option that, by a wide margin, best interacts with the requirement to make
significant savings. The Council has a track record of successfully delivering large budget reductions
whilst carefully managing the impact on services over recent years. These experiences will be
directly relevant to, and can be directly applied to, an in-house option. In contrast BHP do not have a
track record of making cost reductions over the same period. The Joint Venture will take time and
money to implement and in any case becomes difficult, if not impossible, to engineer as the cost
reduction requirement increases.

The financials are a major factor in reaching our recommendation.

Control is another important factor. The In-House option gives the highest level of strategic and
operational control. The Reformed ALMO and Joint Venture options offer good levels of strategic
control (though the ability to change course operates more slowly) and lower levels of operational
control.

Leadership is another key consideration. Here the In-House option faces challenges. Of the

three options, the In-House option finds it hardest to attract high quality housing expertise.
However, the In-House service will have access to the Council’s expertise in cost reduction and this is
an important consideration. Consideration of the salary and positioning of the senior roles in the In-
House Housing Business Unit (how they are described to candidates etc.) will be of key importance
in maximising the quality of the field of candidates. Although both other options bring better
leadership to bear their inherent weaknesses in relation to the financial aspects is more important.

Governance and resident engagement are important issues also. Irrespective of the option chosen

the existing Board structure within the ALMO is likely to change due to the strong trend towards
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skills based Boards as opposed to Boards with members representing constituencies (e.g. Members
and residents). The option which will have to be most imaginative in how it addresses Member and
resident engagement is the In-House option. But we do not see the issue as being insurmountable.
For example, a Members Scrutiny Committee with co-opted resident members may overcome the
loss of the ALMO Board under the In-House option.

In conclusion, taking into account the challenging financial landscape we are recommending that the
In-House option is chosen. Moreover, the In-House option offers the opportunity to re-position the
housing service within the Council with the aim of improving a broad range of outcomes for 12,000
households. This is not the lift and shift of a self-contained housing service into the Council’s
structure. This is the engagement of the housing service with the Council’s wider agendas in order to
secure improved outcomes for residents and to enable the Council’s expertise in cost reduction to
be brought to bear. However, there are two areas for particular consideration within the detailed
business case for the In-House option and these are refining the financial model to provide a greater
degree of confidence regarding the accuracy of the long-term HRA forecast and the identification
and mitigation of the key risks arising from the new position of the housing service within the
Council’s wider business.
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Appendix 1 —Jargon Buster

Jargon Long version Meaning
ALMO Arms Length An organisation, set up a Council, to run a Council
Management service. An ALMO is owned by the Council.
Organisation
Asset Asset Management Work that is to do with buildings and land. In this
Management case the Council’s housing stock and housing land.
Back Office Back Office The range of services needed to run an organisation
but which do not have face to face contact with
customers. So things like, finance and human
resources.
BHP Brent Housing The organisation currently managing the Council’s
Partnership housing stock. BHP is an ALMO.
BMG BMG A consultancy provider specialising in market
research
Cabinet Cabinet The group of Councillors who hold the most
important positions within the Council. This group
has delegated power to make some decisions.
Campbell Campbell Tickell A consultancy provider specialising in housing.
Tickell
CCG Cross Council Group The group of senior Council officers responsible for
supervising the project.
Client Client As used in this report it means the organisation
issuing a contract.
Corporate Corporate Management | The group of the most senior Council officers, lead
Management | Team by the Chief Executive of the Council with the
Team Council’s Strategic Directors
Council’s See ‘Stock’
housing stock
DCLG Department of The central government department responsible for
Communities and Local managing local government.
Government
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Jargon

Long version

Meaning

Demographics

Demographics

Statistical data relating to the population and
particular groups within it.

Digital Digital Technology Computers, software, the internet, mobile phones,

Technology apps, storing data electronically rather than on
paper.

Ethnicity Ethnicity Belonging to a social group that has a common

national or cultural tradition.

General Fund

General Fund

The account which manages income (grants and
Council tax and other income) and spending (the
cost of services such as adult social care and
education) on services provided by the Council.

Maintenance

Governance Governance Corporate governance is the way an organisation
polices itself. So the policies and rules and groups
(such as a Board or

Grounds Grounds Maintenance Looking after open spaces which may mean cutting

the grass, maintaining a flower bed, or tree
management for example.

Household

Household

Everyone who lives in a self-contained flat,
maisonette or house. There will be lots of single
person households as well as lots of households with
two or more people living in the same property.

Housing Stock

Housing Stock

See ‘stock’.

HRA

Housing Revenue
Account

The account which manages income (grants and rent
and service charges) and spending (the cost of
maintaining the stock and the cost of delivering the
housing service) on services to the stock owned by
the Council.

In-house

In-house

As used in this report ‘In-house’ means a housing
service delivered by a Council department (rather
than by a separate organisation as it is currently)

\Y

Joint Venture

As used in this report ‘Joint Venture’ means a new,
independent organisation formed as a partnership

between the Council and a housing association to
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Jargon

Long version

Meaning

deliver housing management services to the
Council’s housing stock.

Lettings

Lettings

The process to choose a household to move in to an
empty Council property.

Levy

Levy

An amount of money, such as a tax, that you have to
pay to a government or organisation. In this case this
refers to the Council having to pay a sum of money
to the government based on an assumption that the
Council has sold a number of high value empty
properties.

Major Works

Major Works

A name given to replacement works that happen not
very often. For example kitchen, bathroom, boiler,
roof replacement.

Management
Agreement

Management Agreement

The main contract between the Council and BHP that
sets out the terms of the relationship between the
two.

Median

Median

The middle value in a range of values

NAIL

New Accommodation for
Independent Living

A project to work with the care and housing markets
to develop more local Extra Care and supported
living accommodation.

ONS

Office for National
Statistics

The Office for National Statistics (ONS) is the
executive office of the UK Statistics Authority, a non-
ministerial department which reports directly to the
UK Parliament. It is an organisation that collects lots
of information and works out lots of statistics about
the people and economy of the UK.

Procurement

Procurement

Buying something. In these terms it might mean
reaching agreement with a contractor to deliver a
specified amount of work for an agreed sum of
money.

Public Realm

Public Realm

The open spaces owned by the Council including
verges, pavements, open spaces on estates, public
parks etc. Some public realm is looked after paid
from the General Fund (Council tax payers) and

some public realm is looked after paid from the
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Maintenance

Jargon Long version Meaning
Housing Revenue Account (tenants and
leaseholders)6

Repairs and Repairs and Maintenance | Work to keep a building in working order. If you fix

an existing tap that is a repair. If you replace a worn
out tap with a similar tap that is a repair. If you
replace a worn out tap with a much better tap that is
an improvement.

Reformed Reformed ALMO As used in this report ‘Reformed ALMO’ means an

ALMO ALMO that continues to exist but which is changed
to make the service better and lower cost in ways
described in the report.

RPs Registered Providers Housing associations who are registered with the
regulator, the Homes and Communities Agency.

Service Service Charges Charges to a tenant or leaseholder for a share of the

Charges cost of delivering services to the block and

surrounding area. Leasehold service charges are
defined by each lease.

Stakeholders

Stakeholders

People who have a direct interest in an issue. For
example Council tenants and leaseholders and
elected Councillors all have a stake in the subject of

this report.
Stock Stock The blocks, flats, houses and estate land in which the
Council’s 12,000 tenants and leaseholders live.
TMO Tenant Management A organisation that is controlled by tenants that
Organisation provides the housing management service to as
defined group of Council owned properties
Voids Voids Empty Council properties
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Appendix 2 - Resident workshop session — hopes and fears of residents

Option 1: Reformed BHP

Services

e that the use of digital systems will be
advanced

e there will be improved contract
management

e that services for vulnerable groups will be
improved

that there will be more opportunities for
residents

Continuity

e that services that work well are supported

e that communicating with residents via text
and email is working well

e good relationships between BHP officers
and residents can continue

Organisational Culture
e the quality and visibility of staff will

improve

e that there will be more accountability and
transparency

e an adaptable culture that is responsive to
change will be created

the incorporation of feedback from
residents wi