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1.
INTRODUCTION

1.1
This Meeting Note has been prepared by Miffa Salter, the independent facilitator engaged by Westminster City Council to design, facilitate and report back on a workshop focusing on the experience and perceptions of private landlords active in the Westminster area.  The event, which took place on the afternoon of Thursday, 11th May, formed part of the consultation programme orchestrated by Westminster’s Housing Commission.

1.2
The objectives for the event were agreed as follows:

· To explore the current challenges facing private sector landlords operating in the City of Westminster;

· To look in detail at the potential for involving private sector landlords in the intermediate housing market; and,

· To assess the extent to which private sector landlords could play a greater role in accommodating those people who could otherwise be categorised as homeless.

1.3 A total of seven delegates attended the event including a member of Westminster’s Housing Commission.  (A full list of attendees including their contact details is provided in the Appendix to this Note).  

1.4 The group included individuals responsible for a range of portfolios, with four participants holding 100 or more units within the Westminster area and two of the group holding five or less properties.  A range of different locations were also represented within the group with three delegates holding the bulk of their portfolio within the SW1 (Pimlico) area; two delegates holding the majority of their stock within W2 (Lancaster Gate); and the remaining individual holding three units in NW8.  While three of the participants had been landlords for in excess of a decade (one individual had been in business for over forty years); others, including the two individuals with the smaller portfolios, had been in business for six years or less.  One participant had 18 months experience in the sector but came from a family with over forty years plus worth of experience.

1.5 The session began with a group review of the main challenges facing the private sector landlord in Westminster.  Attendees then went on to comment on both the potential for their involvement in the intermediate housing market; and, their potential role in responding to those people who could otherwise be categorised as homeless.  This note provides an overview of the range of views expressed during the group discussion.  It is not a transcript of the event but instead seeks to provide a summary, highlighting areas of consensus as well as focusing on avenues of further work.

2.
THE MAIN CHALLENGES FACING PRIVATE SECTOR LANDLORDS OPERATING IN THE WESTMINSTER AREA

2.1
The discussion began with participants outlining the main challenges which currently face them as private sector landlords in operating within Westminster.  The main concerns and/or issues are summarised below and include:

(a) General Issues

· Growing competition in the market and the need to keep properties up to standard.  In particular the growth in “buy-to-let” mortgages was identified as a main factor behind the burgeoning of the private rented sector.

· High property prices mean that yields are too low to make it viable to significantly increase the private rented sector portfolio.
· Westminster City Council’s interpretation of the 2004 Housing Act (HMO Licensing).  The City Council is accused of adopting an inflexible approach in terms of its interpretation of the Act.  Specifically this is resulting in a large (and growing) number of evictions, as landlords are forced to change the configuration of units to comply with changing space and facilities standards.  “Overall this lack of flexibility is going to significantly reduce the amount of affordable housing that is on offer.  Driving up space requirements also drives up rent.”

(b) Issues which relate to Housing Benefit funded Tenants

· The distinct difference between “low” or “zero risk” private tenants versus those tenants on Housing Benefit (HB).  All members of the group drew a clear distinction between what they described as ‘low or zero risk’ private tenants compared to higher risk groups including those on Housing Benefit.  While there was agreement across the group that landlords need “to be careful who they took on irrespective of background” there was also consensus that “Housing Benefit just means hassle”.  Numerous anecdotes were provided to support this belief.  

· A lack of respect for rented property particularly amongst Housing Benefit funded tenants resulting in damage.  Associated problems with accessing Council funds for refurbishment.  All participants agreed that HB funded tenants were more likely to show a disrespect for rented property and also tended to act as if “they are entitled to it”.  This in turn resulted in more cases of damage to property including fixtures, fittings and structure.  Again, numerous examples were provided of instances in which HB tenants had caused large amounts of damage resulting in significant refurbishments costs and associated loss of earnings while properties / fixtures were repaired.  All participants complained of problems with accessing funds for refurbishment from the Council.  “They either take ages to pay or they only pay a tiny amount of the costs”.
· The Council’s unhelpful attitude to Private Sector Landlords and in particular the abdication of responsibilities with respect to HB tenants.  Although many individuals had had good experiences with individual officers – particularly those operating in the Housing Options Department – all six of those landlords with holdings in Westminster complained of what they experienced overall as a negative and/or unsupportive attitude from the Council.  “At the end of the day, they do not treat us as an asset and we are not valued”; “They do not consult us properly and they do not respond”; “There is just no goodwill and no understanding of what we do”.  In particular, the Council was seen to “turn its back on problems with HB funded tenants” leaving landlords to fight long drawn out battles to secure rents and/or refurbishment costs.  “Everything gets left up to me if we have a problem with an HB tenant.  They do not deliver on their statutory obligations in this context”.

· The inefficiency of Housing Benefits.  Perhaps the biggest concern for participants related to the inefficiencies of the Housing Benefit Department.  Participants complained of both day-to-day inefficiencies in terms of: responding to queries; answering telephones; and replying to letters.  In addition there were specific concerns raised in relation to the HB system which issues rental payments in arrears and on a fortnightly schedule.  This causes additional administration costs to private landlords who for the most part run a system of rent payable in advance on a monthly schedule.   “At the end of the day, it just causes me a headache.  Why do I want to employ additional administrators to deal with this?”  Several participants also highlighted specific instances of problems in resolving claims.  Many of these problems were linked to the fact that the system is operated from a call centre and as a result there are no relationships with individual case officers in the Council.  Information is data protected and not shared between departments and as a result the landlord is consistently disadvantaged.
· The new Rent Deposit Scheme.  The new system when introduced will disadvantage landlords because many tenants will not pay their last month’s rent. If there is a need to call on the funds within the deposit the landlord will therefore lose out.

· The Landlord Incentive Scheme is seen as inadequate.  The Landlord Incentive Scheme (LIS) was criticised as totally inadequate in attracting Private Landlords to participate in finding accommodation for those who could otherwise be categorised as homeless.  (This was debated in greater detail in the final session – see below).

3.   
EXPLORING THE POTENTIAL FOR GREATER INVOLVEMENT BY THE PRIVATE LANDLORD

3.1
The second half of the event focused debate on the potential for greater involvement by the private sector landlord in both a) the intermediate housing market; and, b) the accommodation of those people who would otherwise be classified as homeless.  The response to both of these issues is set out below:  

(a)   
The Intermediate Housing Market

· General support of the concept –  A number of participants highlighted their general support for the concept of Council subsidised market rents allowing those with incomes which were too high to qualify for Housing Benefit but too low to afford market rents / market purchase to gain access to housing in Westminster.  However, they also raised a number of qualifiers which need to be taken into account in this context.

· Payment schedule to mirror that of private market  – Payment of rents should be monthly and in advance – i.e. it should mirror what happens in the private sector as opposed to aping the Housing Benefit system.

· System to be administered by a division / department which sits outside of Housing Benefit  –  This system would have to be separate from Housing Benefit which is described as “totally incompetent”.  Moreover, it would have to be not only efficient but revenue competitive – “At the end of the day, I am only going to get involved with something like this if it delivers something as good as and/or more than I could get on the private market.  It has just got to be commercially viable.”

· Would require change of culture and attitude of Council and demonstration of “long term” commitment  – This will only work if “there is a long term commitment to me as a landlord.  That means a change in attitude and culture in the Council”.  Specifically, participants felt that they would need “a single point of contact” acting as a quasi account manager to demonstrate this kind of commitment and partnership.

· Guarantees required – Landlords would require guarantees from the Council not just in terms of rent but also in terms of meeting the conditions of the lease, for example with respect to: curtailment of the tenancy; costs associated with damage and loss of earnings; and, associated legal fees. Participants were unanimous on this point and wished to emphasise that this was the most important consideration.

· Other -  Two participants remained unconvinced of the potential for this kind of scheme.  As one participant stated – “Surely this will mean double the hassle.  It is more complicated and arguably more dangerous.  You could end up with a situation in which neither the Council nor the tenant pays.”  Another stated, “At the end of the day I want the tenant to take responsibility for the rent, I don’t care where they get the money from but I don’t want to be landed with the responsibility of sorting it out.”  Another participant added that he already applies a discretionary system based on what he knows certain tenants can afford.

(b)   
Accommodating those who would otherwise be categorised as homeless.

· Landlord needs access to information on tenant – Participants agreed that if landlords were being asked to take on “higher risk” tenants they should have access to information on the individual concerned.  In addition there was a shared sense that there should be a greater sharing of information between Housing Benefit and other departments such as Housing Options.  

· Council guarantees  – The issue of guarantees was again highlighted by the group.  “The Council would have to guarantee the rent for a minimum of a year and guarantee conditions set out in the lease”. Again participants were unanimous on this point and wished to emphasise that this was the most important consideration.
· Landlords’ rights of refusal and references – The landlord would have to retain the right to refuse a tenant as well as the right to take up references as would be the case with any tenant.   

· Insurance – Insurance in instances of damage must cover both repair and incurred costs in terms of loss of earnings.

· Market rents – The Council would have to accept market rent levels.  “This just would not be viable unless we are talking about realistic market rents, and not some totally unrealistic ‘lowest rent’ in some dark corner of Westminster”.
· Other – Participants then went on to emphasise the potentially negative impact of the 2004 Act (see above) highlighting the importance of “protecting Westminster’s existing stock as opposed to worrying about new vehicles which will increase supply”.  There was a shared sense that the “draconian adoption of space and facilities standards” would result in a huge increase in the number of evictions and hence tenants looking for affordable properties for rent.  This will in turn impact upon the supply of key workers in Westminster.  One participant suggested that there should be more private sector expertise in Westminster’s housing department so that “policy is actually informed by what happens on the ground”.   Another participant went on to add that more should be done to address illegal sub-letting.
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