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PROPOSITION

THE STATES are asked to decide whether they are of opinion —

(@)

(b)

to approve —

(i)

(ii)

(iii)

(iv)

the establishment of a new Strategic Houdimjt in the
Chief Minister’s Department as set out in secti@2 to
3.14 of the attached Report of the Council of Mers dated
4th March 2013;

the proposed regulation of Social Housing st out in
sections 4.1 to 4.18 of the attached Report;

a rent policy of a return to near markeirfeent levels as set
out in section 3.12.9 of the attached Report;

the incorporation of States owned housingaaompany
Limited by Guarantee wholly owned by the State3evkey as
set out in sections 3.38 to 3.47 of the attachgubRe

to request —

(i)

(ii)

(iii)

(iv)

the Chief Minister to take the necessaryatcto establish the
Strategic Housing Unit and to further request thieie€
Minister to bring forward for approval by the Asdagnthe
necessary legislation to give effect to the profsosarelation
to the regulation of Social Housing;

the Minister for Social Security to take thecessary action to
address the Income Support implications of thesexlirent
policy to enable its implementation by April 2014;

the Minister for Housing to take the necays action to
prepare for company status and to bring forwardafgroval
by the Assembly the necessary legislation to gffeceto the
proposals with a target date for commencement @f th
Company’s operation of 1st July 2014;

the Minister for Treasury and Resourcesaketthe necessary
action to establish the funding arrangements asosttin
section 3.59 and 3.63 of the attached Report.

COUNCIL OF MINISTERS
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REPORT
Executive Summary

This Report and Proposition recommends the intrbolucof formal regulation of
social housing for the first time in Jersey and éséablishment of a wholly States-
owned Housing Company as part of my coordinatetsfamation proposals.

A quarter of States homes and a lesser proporfibtoosing Trust properties, require
improvement to meet basic Decent Homes Standamishas proportion will worsen
significantly over the next 5 years unless considier investment is made. This is
particularly pressing for the States housing stablere current arrangements do not
provide sufficient funding to enable existing stards to be maintained going
forward.

Four key changes are proposed to achieve the regd¢ssnsformation —

1. That a new Strategic Housing Unit be establistted¢oordinate a
long-term housing strategy.
2. That a new Social Housing Regulator is estabtisto ensure that

tenants best interests are protected and thatcpabkstment in social
housing delivers optimal value for money.

3. That a new, not-for-profit, wholly States-ownddusing Company is
established to improve the States-owned socialihgssock and with
the financial capacity to develop new social hogsiten required on
a sustainable basis.

4, That social housing rents are returned to meaket fair rent levels to
ensure that tenants who can afford to do so, gay &ent.

Given the significance of the changes proposed,Rieport sets out in some detail the
strategic context for the proposed regulation aadsfer and summarises the relevant
elements of the social housing review, which wasliphed as a Green Paper in 2010
and subsequent White PapeAchieving Decent Homes — An Affordable Social
Housing Framework for the Futurgjublished in April 2012 (R.47/2012).

The Green Paper confirmed that the Jersey sociaihg regulatory frameworkis

not strongly developedand, for the Housing Trusts to play a more sigaificrole,
this would have to be based on the same finann@ikregulatory regime as that put in
place as a result of restructuring the Housing Bemnt. The Green Paper
acknowledged that the current Housing Departmeanffigg is “parsimonious”
compared to UK equivalents, but being structured &ates Department prevents it
from operating to best effect and that an orgaitisahore at arms length needs to be
put in place.

This Report goes on to explain how the Housing 3i@mation Programme was

established to fully separate regulatory, policg aarvice delivery functions and how
both the Green Paper and the White Paper consui$asiuggested strong support for
appropriate regulation of the social housing sector

The Report then sets out the requirement for ampgse of, the proposed legislation,
including the current regulatory arrangements agpaonsibilities for social housing
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and explains the current conflicts of interest thoe Minister for Housing who must
presently act simultaneously as policy maker, raguland landlord.

The Report summarises the role identified for, patential regulations arising from,
the establishment of the Strategic Housing Undversee the development of housing
policy and strategy across all tenures. The ralestified are —

1. Developing a robust cross-tenure Island Housingt&gy .

2. Prioritizing resource allocations within the sodialusing sector.

3. Championing the Supply of Homes.

4. Managing the Affordable Housing Gateway.

5. Proposing new affordable housing products to mdet heeds
identified through the new Affordable Housing Gadgw

6. Proposing and updating a Jersey Social HousingdStdn

7. The development of housing policy within a Statedewstrategic
policy framework.

8. Carrying out (or commissioning) survey work.

9. Proposing and delivering the social housing retitpo

10. Proposing the criteria for eligibility for sociabhsing on the Island
through the Affordable Housing Gateway.

11. Proposing standards for Tenant engagement and |tatitsu

12. Setting performance and probity standards for $ot&lausing
Providers.

This Report then sets out the how the strategitesdnbusiness case and consultation
outcomes all strongly support the argument forldistaing a Housing Company and
proposes a robust process founded on establiskeddgent to achieve it.

If approved, this change would result in a siguaifity improved service for States
tenants, who would benefit from an organisation Nyhimcussed on their needs and
one which involves them in improving all aspectstloé service they receive. The
proposed Company would very much remain a “sociadiness” and one that
continues to protect and support many of the maisterable in our society.

The change would mean better “value for money’tfar taxpayer from the initiation
of an operationally efficient and commercially agitompany able to deliver
continuous improvement for Tenants and to driveinamin value from the States
housing assets on a sustainable basis.

The Housing Department is a small, well run orgatios. It receives good reports
throughout a number of disciplines and is innowativ style and forward thinking;
hence the proposals contained in this Report. Stiathe Department are proud of
what they do and are dedicated to the people thdgavour to help, many of whom
are the most disadvantaged in our society. Mucthatf help goes unannounced and
largely unrecognised. That is regrettable but iraga where we dedicate inordinate
amounts of time putting a price on everything, thisertainly one of those instances
where we know the cost but pay little regard torthad value it delivers. Regardless of
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the lack of recognition, the Department gets oretiyiwith the very important service
it provides. That is commendable.

Notwithstanding the above, the Department has stgghone as Minister for Housing
in challenging the current way services are pralidé supports my view that it
requires a different future and as such has beensgiearhead for the proposals
contained in this Report. Over some 2 years, ssiyjjduard work has been undertaken
by the Housing Team in order to bring some 90 watrkams to a conclusion; ready
for a debate. That hard work is acknowledged hetbis Executive Summary. These
are proposals that should be the blue-print fongban other States Departments.

The States will exert more effective control of g®posed Company than it does
under the current arrangements, through effectbeeai its sole owner “shareholder”
role, through setting the policy objectives for thecial housing sector via the
Strategic Housing Unit, and through the activity tbé Social Housing Regulator
ensuring standards are achieved and performanaeveagh

The financial and human resource implications déldishing the proposed Social
Housing Regulator and the proposed return to Famt Revels are considered for both
the proposed new Housing Company and the existowgidg Trusts. This is followed

by a summary of the many benefits for tenants, é&ddbusing Providers and the
States of the proposed regulation and wider tramsfoon.

Under the Regulations that follow any States apgir@f an enabling Law, tenants
would be guaranteed Decent Homes Standards fdirthdime in Jersey, the policy

and regulatory separation necessary for good gamemwould be achieved and the
States and Public would be able to ensure thataBétousing is provided in a

sustainable, fair and efficient way in the intesastall social housing tenants.

A related Report and Propositidfictoria and George V Cottage Homes (Repeal of

General Principleswill propose incorporating the Victoria and GeorgeCottage
Homes within the standard tenancy arrangementhéoproposed new company.

COUNCIL OF MINISTERS
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1. I ntroduction

1.1

1.2.

1.3.

1.4.

The way Social Housing is provided in Jersey néed® transformed
if the sector is to operate on a sustainable lzasisbe able to deliver
new and improved homes for Jersey residents.

A quarter of States homes, and a lesser propodifidtiousing Trust

homes, require improvement to meet basic DecentddoBtandards
and this proportion will worsen significantly ovére next 5 years
unless considerable investment is made. The cuimgriementation

of rent policy and the Annual Returns arrangemenheteby

£26.7 million will be paid back to the States fraemtal income in

2013), effectively prevent sufficient investmenttire social housing
stock. There is currently little regulation of salchousing to ensure
this situation does not occur again. The Statesgrézed this need for
change in approving the Strategic Plan 2012 (PQA&P which sets
“House our Community” as a corporate priority amd approving

P.6/2007 The States of Jersey Property Plan, boe ghe economic
downturn and with waiting lists for social housinging, a policy

solely based on selling the States housing stockndslonger

sustainable.

Over the last 3 years, a fundamental review of dpgons for re-
structuring social housing has been completed akelydchanges are
now proposed to achieve the necessary transformatiarify roles
and address the current conflicts of interest &ffgahe Minister for
Housing —

1.3.1.1.That a new Strategic Housing Unit is established
coordinate a long term housing strategy.

1.3.1.2.That a new Social Housing Regulator is establighezhsure
that tenants’ best interests are protected and Fhddlic
investment in social housing delivers optimum vafoe
money.

1.3.1.3.That a new, not-for-profit, wholly States-owned HKimg
Company is established to improve the States-ovauedal
housing stock and with the financial capacity tvelep new
social housing when required on a sustainable basis

1.3.1.4.That social housing rents are returned to near-etdair rent
levels to ensure that tenants who can afford teadpay a fair
rent.

The Council of Ministers at its meeting of 13th Mlar2012 approved
the principle of establishing a Strategic HousingitUThis Report
sets out the role that the Strategic Housing Uriit perform, its

proposed setting and how it is proposed the Unitldps a long-
term, cross-tenure housing strategy.
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1.5

1.6.

This Report proposes the establishment of a Sbiciaking Regulator
and the bringing forward of regulations that wouyd@rmit the
confirmation of social housing rents at fair rezwdls, amongst other
matters. The Report proposes that the States agieeshe
establishment of Housing Company from the curreandlord
functions of the Housing Department.

Together, the policy proposals set out in this Repnd Proposition
provide a strong framework for a sustainable andrtially viable
social housing sector, able to meet the needs wémuand future
Tenants and the population at large and to addresskey social
housing challenges presented by Professor Chrigtinécehead OBE,
(of the London School of Economics and Cambridgantr@e for
Housing and Planning Research, Department of Laodn&my,
University of Cambridge), within her “Review of SakHousing in
Jersey” which was published as a Green Paper ighv2010.

2. Strategic Context

2.1

When the States agreed its Strategic Plan 2006-@RXD/2006), it
committed to “review, develop and implement stragegfor the
provision of Social Housing in the Island includifag the long term
management of States rental accommodation” (Se&i8m refers).
These principles have been continued within thereciir States’
Strategic Plan 2012 (P.28/2012) and the corponabeity “House our
Community”.

Green Paper — Professor Christine Whitehead'’s ResfeSocial Housing

2.2.

2.3.

The States strategic direction led the then Minifte Housing to
commission a fundamental review of social housingvigion. The
review was led by Professor Christine Whitehead OBE

The Green Paper review encompassed wide Termsfefdree, but
Professor Whitehead'’s key findings were that —

. “...the current governance and financial structur@sit the
opportunities to make best use of resources...”;

. “Rents in the States sector vary from 90% to dkelas 60%
of market rental values”;

. “the current balance of income and expenditure fidyamet
by running down the condition of the(States hoysstock”;

. the regulatory framework is “not strongly developeahd it

is “clearly inappropriate” for Housing Trusts “to & formally
regulated by the Housing Department”;

. the size of the sector is too small to address ‘eidemand
“from those in long term housing need”;
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2.4.

2.5.

2.6.

2.7.

2.8.

. “only a very small minority of those currently hadsin the
social sector are not in need of that assistance”.

As part of the Terms of Reference for her reviewpf&ssor
Whitehead was specifically asketb“analyse the present regulatory
structure, compare it with regulation in other jsdictions and
recommend a suitable framewbrkProfessor Whitehead identified
that —

“At the present time there is no separate regulafoaynework for
States housing because it is within a States Depart. However there
is a complication in that while the Housing Depagtm in principle
has the responsibility to regulate Housing Trustgpractice there are
no resources to make this possible. There are @isential conflicts of
interest, if one housing management organisationraquired to
regulate another.

Any transfer of ownership and/or management woulagbwith it the
need to delineate the relationship between the eStand the
independent landlord or manager more carefullyGreen Paper 2010.
Section 5.4).

http://www.gov.je/Government/Pages/StatesRepops?deportiD=3
90

Professor Christine Whitehead’s review of socialiding in Jersey
identified that the current Housing Department apes within ‘a
very traditional and constrained approach and there important
reasons to re-examine options that can improveieffcy; enable the
social landlord to be more responsive to changigant needs; and
perhaps most immediately can better address th&lbgof repairs
and improvements required and better adjust theahixrovision for
identified future needs

Professor Whitehead found thatHe average level of house prices
and its relation to average incomes suggest thaiddmental
inflexibilities in the supply of land and new hodmelding (in Jersey)
result in price/income ratios far much higher tharthe UK, where it
is generally accepted that there are long run symualnstraints which
adversely affect the competitiveness of the ecorammwyell as the
stability of the housing mark&tTherefore there was likely to be a
continuing demand and role for social housing is&g

Further, the Professor found that States housintants were
characterised by low incomes, a high proportioperisioners, single
parents and separated and divorced or widowed wamnenlower

levels of economic activity than within other teeswr Consequently
the overwhelming majority of States Tenants wekelyi to be life-

long renters.

As the Housing Trusts outsource their managememtnaaintenance
functions the Professor considered they had limibiity to cope
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2.9.

2.10.

2.11.

2.12.

2.13.

with Tenants who cannot manage their finances oo \eRhibit

difficult or anti-social behaviour. As a result thi®using Department
also tended to function ash€ landlord of last resdt, which can be
evidenced from the higher incidence of Income Suppotitiement

amongst States Tenants.

The Professor noted the political and public desirpressed in
Housing Needs Surveys for higher levels of home erghnip, but
concluded that a significant proportion of socialseholds would be
very unlikely to be able to purchase without somgnificant
assistance. The Professor considered the curiigitiilly criteria for
States housing to be highly constrained and thexetlwvere likely to
be many “hidden households” as a result of thisstamt as well as
many eligible and qualified households housed wittiie private
rented sector.

In considering the Housing Department resources, Bnofessor
concluded that the budget allocated was insufficienensure the
adequate repair and modernisation of the Statesimgpstock, and
that this had resulted in the backlog identifiedtie Social Housing
Property Plan (P.6/2007).

The Property Plan (2007-16) was adopted by theeSiatJuly 2007.
The Plan addressed the issue of how both revendieagital funds
could be made available to ensure adequate stanbgrsetting out a
programme of sales to sitting tenants and the wickrket of up to
800 States rental homes over a 10 year period. &pcogramme was
established to meet 3 distinct goals: providing thmds for

reinvestment in the remaining stock; helping to ag owner-

occupation; and changing the mix of States housibgerall, the

financial constraints in the social rented secteremo be overcome
by reducing the size of the sector. The mix of fatsocial provision
was to move away from family housing to smallertsirfor older

people and a higher proportion of new family homese to be

provided as affordable rather than social housiihghould be noted
that this also enabled re-alignment of the Statesksthrough the
acquisition and construction of 400 homes aimeadatressing the
ageing population.

Professor Whitehead considered that the Propeaty Was a response
to the constraints of a situation created by thenkipation of the
policy of only funding investment from revenue, h&t than from
borrowing, and the requirement for the Housing Depeant to make
a significant annual return to the Treasury whieft insufficient
revenue to address the annual repair needs ofdble s

The Professor noted that the Property Plan expliett a view on the

appropriate size of the social sector to her margldmental review.
In addressing this, the Professor concluded thasé@rices and the
limited supply of affordable homes would mean tBatsey would

require a large rented sector for the foreseealtlgd. In considering
the size of the social rented sector, Professortéhibad concluded
that whether the social sector should be enableskpand depended
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2.14.

2.15.

2.16.

2.17.

on the best way of meeting the needs of slightlitebeoff less

vulnerable households who will almost certainly erebe able to
afford to buy. If this is seen as best met by dograviders, there
would be a strong case for expanding the sect@motoe degree —
although the Professor envisaged this would be invign rather
different policy framework and probably through affedent

organisational structure where funding to suppogbaasion and
restructuring could be provided.

Professor Whitehead considered the managemenismowithin the
Housing Department to be parsimonious, comparet witsimilar
sized Housing Provider in the UK employing roughiyce as many
staff as Jersey in housing management and mairdepan part
reflecting a different performance and regulata@gime and in part
the much lower available budget.

These findings led the Professor to conclude that drganisation
more at arms length needs to be developed.”

All tenants in States housing were issued a sumroatye Green

Paper findings in 2010 and asked to indicate whdttey felt a social

housing regulator was necessary: 264 responses reeeeved and

74% of respondents confirmed they believed a régulaas required.

The comments received on the Green Paper indidhtdtenants,

Housing Trusts and the public were also concerhatiany regulator
should not duplicate other existing roles and veemgcerned to ensure
that it represented an efficient use of Public nyone

Of those responding, 40% believed an option sepgratanagement
to ownership should be followed, with 26% indicgtisale to sitting
Tenants should be considered, 14% preferring a tsala newly
created private sector landlord and 2% preferrialg $0 a private
sector landlord. Only 7% preferred the status quo.

Restructuring States Housing — Options considereéda Whitehead Review

2.18.

2.19.

2.20.

Professor Whitehead reviewed the options availadslehanging the

social housing sector, noting that in relation wnership, the States
housing assets were debt free, but that any caseafesfer would lie

in the greater efficiency and flexibility in opeat, and would be

unlikely to be driven purely by the achievementaotapital receipt
and so any decision must also be grounded in empuhat more

people obtain a better housing outcome.

The Professor considered that the States Housouk $4,502 unitsn

January 201} was not significant and so the break up of treteSt
housing stock between landlords would create a euandd small
organisations without generating any significant ndfids of
competition and there would be inevitable lossanr®mies of scale.

Therefore, the Professor went on to outline podéndptions that
might be worthy of further consideration: thesenlget
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2.21.

2.22.

2.23.

2.24.

. The status quo

. An Arms Length Management Organisation
. A Hybrid Trading Company

. Sales to sitting Tenants

. Sale to one or more social landlords

. Sale to the private sector

In relation to the status quo, Professor Whiteheadcluded that
“while in principle, the status quo might appear e the cheapest
and easiest option it is fundamentally unsustaieaahd it is unlikely

that the flexibility necessary to generate a modsyaal sector could
be achieved without major changes. Maintainingdtatus quo would
simply lead to an increasingly segregated, inadégj@end inefficient

sector, and one which is increasingly out of linghwhe general

approach to the provision of public services insést.”

The Professor considered thaptions that involve significant sales to
existing tenants; partial sales to a range of landk, or sale to the
private sector do not appear to be viable — in gmtause of a lack of
available experience; in part because of issuefinaincial viability;

in part because of political constraints. They aldo not appear
desirable. All would undoubtedly leave large gapsacial provision
which would require additional States funding ieyhwere to be
filled.”

This left 3 main options, each of which the Probesonsidered could
have potential net benefits —

. Option 2 — an Arms Length Management Organisation;

. Option 3 — a Trading Company Hybrid, which coulduee
the demands on the public purse with respect toawpg the
existing stock and possibly enable some additiorithe stock
—as long as rents are allowed to rise;

. Option 6 — Sale to a Single Independent Landlom@most
certainly in the form of a transfer to a newly ¢ezhlandlord,
which would realise the capital value of the stotkhe form
of a one-off payment to government (possibly wita bption
of a leasehold arrangement).

The Professor concluded that the current arrangesmeere not
appropriately structured or sustainable if a twdirgt century social
housing system was to be provided. If the status were to be
maintained, the sector would become smaller andsihguquality
would decline. In part this was an outcome of thécy framework
which places controls on access to States houbingart it was the
result of the governance and financing structuwdsch inhibit the
adequate management, maintenance and upgradinigeofidusing
stock.
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Establishment and role of the Housing Transfornmaloogramme

2.25. The former Minister for Housing established the Bblog
Transformation Programme in October 2010 in respdasStrategic
Priority 14 (“Adequately House the Populatiop’within the States
Strategic Plan 2009 — 2014 (P52/2009). StrategariBr 14 included
directions for the Minister and Housing Department

. Support the development of affordable housing.

. Define a new ‘Jersey standard’ for social rented
accommodation.

. Continue to upgrade and improve older States hameseet
the new ‘Jersey standard’.

. Implement proposals for the regulation of all affable

housing providers including common waiting listsdan
allocation criteria.

. Establish a gateway for all affordable housing ts@re that
existing and future stock is targeted to deliverximam
benefit.

2.26. In November 2010, the Political Steering Group Eshed to
oversee the Programme (Chaired by the MinisterHousing and
attended by the Chief Minister, the Minister foreasury and
Resources and the Minister for Social Security Hrer respective
Assistant Ministers) determined that the key outesfior the Housing
Transformation Programme to be a success were hfercurrent
Housing Department to —

1. become a self-sustaining social housing seryoegder;

2. become a flexible delivery organisation abladapt to
change; but to

3. continue to provide a guaranteed significanbine stream;
and to

4. fully separate Regulatory, Policy and Serviaecfions.

In achieving these priorities, the Programme shaigd —

5. establish whether the Housing function shoultbbee a fully
independent (from States of Jersey) provider ofasoc
housing.

In developing the new organisation, the Programinoeilsl endeavour

to -

6. provide increased “housing for life” accommodati

7. improve Housing standards for residents;

8. provide better security of tenure for residents;

9. develop a level playing field for social housprgviders;
10. encourage higher owner occupation.

To do this, the Programme must determine the apipitedevel that
will —

Page - 12
P.33/2013



11. set fair rents at a sustainable subsidised. leve

2.27. The Housing Transformation Programme appointed réxpeed and
respected advisers to assist in the developmepblafy proposals,
including financial advisers Sector Treasury Sesitimited, legal
advisers Trowers & Hamlins LLP and governance asgulation
advisers Cambridge University Technical Servicanitagd. Professor
Christine Whitehead has also been retained to geosssurance for
the Programme that the challenges presented wihieirGreen Paper
are adequately addressed.

2.28. Upon his appointment in March 2011, the current iser for
Housing commenced quarterly meetings with the @meir of
Housing Trusts to discuss and inform the develoginlicy and to
prepare the Housing Trusts for proposed regulation.

2.29. It is considered that the Housing Transformatiomppsals now
presented for consideration by the States direadigress all of the
actions identified for the Minister for Housing hi Strategic
Priority 14 of P.52/2009.

2.30. The Programme had as one of its key critical sicdastors the
requirement to establish whether the Housing function should
become a fully independent (from States of Jeys@y)ider of social
housing.

2.31. To inform the financial review of options for chamg States housing,
a condition survey of the States housing stock @easmissioned and
undertaken in 2010 by Ridge Property & Constructitumsultants.
This confirmed that, while 73% of the States stowit the English
Decent Homes Standard, the remainder did not amguhvey further
indicated that the proportion failing the standavduld increase
significantly over the following 5 years.

2.32. An assessment of market rental levels of the steack undertaken in
2010 using a quality assured process, validatethstg®opulation
Office private rental records and a wholesale nandetal and capital
valuation of the stock by Jones Lang LaSalle waspteted in
December 2012. This most recent market valuatidicated that the
stock had an Existing Use Value for Social Housifid582 million
and a Market Value — Vacant Possession of £982omill

2.33. The market rental assessment indicated that thesSteock was being
rented out at 70% of market equivalent rates omagee— behind the
near market levels set by the former Housing Cotemit
(P.142/1991)

White Paper — “Achieving Decent Homes”

2.34. The outcome of the work of the Housing TransfororatProgramme
was the White PaperAthieving Decent Homes — An Affordable
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2.35.

2.36.

2.37.

2.38.

2.39.

2.40.

Housing Framework for the Futute published for public
consultation and presented to the States on 13thl 2p12 as
R.47/2012. In the White Paper, proposals to esfaldinew Strategic
Housing Unit, Affordable Housing Regulator, wholBtates-owned
Housing Company and to revert to the previous Stptdicy of near
market rents were set out, together with the maagefits and
financial and resource implications of doing so.

A summary of the White Paper was circulated in ssitde form to all

current Tenants in social housing and copies offtheNhite Paper

document were made available at public places adihe. A social

networking site was set up to engage the increasimngper of people
using the internet to receive information. Advengsin local press,
on radio and on-line was taken out. Posters andchdranwere

displayed at public places and on States Housitagessand Parish
offices.

The Housing Trusts and Housing Department stafeveensulted in
advance about proposals within the White PapeiStaé&s Members
attended a briefing on the White Paper by the Menifor Housing at
the Société Jersiaise on 15th May 2012.

Presentations and briefings on the White Paper wede to many
key stakeholder groups and representatives duned.2 week public
consultation period, including the Tenant's Foruother standing
Tenants Panels and Residents’ Associations, thee@g# Advice

Bureau, the Women’s Institute, Causeway AssociatiBrighter

Futures, Jersey Child Care Trust, the Speech anduaae Service,
the Youth Service, Midwives, Parenting Support 8e&w; the Youth
Action Team, Jersey Women’'s Refuge, the Mother’sobnthe

Methodist Network, Age Concern, Girls’ Brigade draimily Nursing

and Home Care.

In response to the White Paper consultation 4 tewritesponses were
received, 57% of whom were States or Housing Ttesants. At
peak, the social networking campaign reached ove®0D social
network account holders and 369 comments were madhe White
Paper web page.

Key findings from the White Paper public consutiatiwere in
relation to —

. Acceptance that the current system isn’t suitable.

. Significant demand for new social and affordabladmog.
. Tenant demand for decent homes.

. Concerns about rents and affordability.

. Some challenges to customer service and respoesisen

The Minister for Housing has acknowledged all tbenments made
and believes that in most cases the dissatisfadiescribed by
respondents is a clear support for change. Theopedp within this
Report and Proposition will certainly address ttendard of homes
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2.41.

2.42.

2.43.

2.44,

within the social sector and will establish a mappropriate strategic
and financial framework for increasing supply ofries in the future.

It is acknowledged that the proposal which has tecedahe most
concern and comment amongst tenants relates tqribgosal to
return to 90% equivalent market rents. Key conceaimsed were in
relation to —

. Affordability.

. The detrimental effect the proposal could have lwsé not
on Income Support who may not qualify for the plase
removal of the subsidy.

. The belief that high numbers of additional tenawitsneed to
claim Income Support.
. The knock on effect of increased Income Supportiscos

There was also a clear acknowledgement from Membérshe
Tenants Forum that the proposals were fair ovarallthat only those
who could afford to pay more rent would be askeddo.

The responses of the 4 Housing Trusts that woulcebelated under
the White Paper proposals differed in tone, butntiagority supported
the key proposals and all accepted the principleeg@ilation and the
necessity for the independence of the proposed|Regu

The Jersey Homes Trust were broadly supportivel the proposals,
but warned that the White Paper did not adequaigtlyess the unmet
demand for social housing and that the businessfoaghe proposed
Company would be challenging to deliver. The Chaiss Together
Housing Trust supported the proposals for introdgidhe Strategic
Housing Unit, Regulation and new Company, but wdrribat
regulation should not be overbearing and were aoeckthat the rent
policy should be set at an affordable level forirtAenants. The FB
Cottages Trust expressed support for the Affordableusing
Gateway and indicated they had no concerns with poposals
within the White Paper. Finally, the Les Vaux Trustpressed
concerns with several aspects within the White Paplee Minister
for Housing welcomed all the responses and undertoccontinue
consultation with the Housing Trusts to inform thr@posals and to
assist the Trusts in preparation for regulation.

Role of the Health, Social Services and Housing§HBScrutiny Panel

2.45.

The HSSH Scrutiny Sub-Panel, assisted by Experisédsy from the
Chartered Institute of Housing, reviewed the Wiitgper proposals
and produced an interim report published on 17tgusti 2012. This
indicated that the Minister had produced strongppsals but also
provided some useful guidance to the Housing Toansition

Programme on how to improve them.

Page - 15
P.33/2013



Subsequent Consultations

2.46.

2.47.

2.48.

Since publishing the White Paper the Minister favusing held a
States Member consultation briefing to releasectivesultation drafts
of his proposed enabling Laws and has undertakeroffared
consultations with all States Members on an indigldbasis or in
groups. The Minister and Assistant Minister coresliltwith the
Comité des Connétables on 15th October 2012.

Consultations have continued with the Housing Bush the

proposals in general and specifically on the drafyulatory Enabling
Law. These resulted in several changes to the daaftand mean that
all Housing Trusts have been able to support thgirement for

Regulation in principle. Of key importance to theuding Trusts will

be their on-going consultation and involvementhia tlevelopment of
regulations.

As a direct result of these consultations and spwadence with the
Health, Social Security and Housing Scrutiny SubePahe Minister

for Housing revised his White Paper rent policygmsals to increase
protection for Tenants and reduced the sanctioopgsed within the

draft Regulatory Enabling Law

3. Summary of proposed regulatory changes

3.1.

This Report and Proposition proposes the formalodhiction of
regulation of the sector for the first time.

Requirement for and purpose of L egisation

Current regulatory arrangements and responsibilfitie social housing

3.2.

3.3.

At present there is no formal regulation of sotialising provision.
The Minister for Housing received nominal respoititjb for
regulating the sector following the transfer of dtians from the
Housing Committee (R&0.41/2005 refers) but there ao current
formal vires to enable the Minister to do so efifesy.

The establishment of the Population Office resultedregulatory
responsibilities for such matters as housing dgalibns and
residential tenancy, regulation of lodging housas the non-qualified
housing sector being separated from the functidnthe Housing
Department. Responsibility for rent rebate and @dmdtement were
transferred and incorporated within the unified dme Support
system under the Minister for Social Security. Téssentially meant
the role of the Housing Department was subsequéintijed to the
performance of landlord functions for the circaOf4States social
housing properties from the commencement of Mingte
Government.
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Current conflicts of interest for the Minister fidousing

3.4.

3.5.

Professor Whitehead drew attention to the unfores@é&culties and
conflicts of interest for the Minister for Housimghich became more
pronounced as a resulted of Ministerial Governmeoitganisation.

At present, the expectation of the States is that Minister for

Housing will be able to propose policy and reguthesocial housing
sector through the work of the Housing Departmé&uit Professor
Whitehead confirmed that it was “clearly inapprapei’ for the

Housing Department, as the largest social housiogger to regulate
the smaller Housing Trusts. Instead, clear semaradf policy and

regulatory functions was needed to give policy maltarity between
the setting of policy and its implementation andviiers and lenders
confidence that regulation will be implemented dstesitly and

without political interference to enable them tacde on service
delivery. The Minister for Housing upon his appaient therefore
commenced extensive consultation with the Housingf to inform

development of his proposals.

Establishment and appropriate setting for the &iatHousing Unit.

3.6.

3.7.

3.8.

3.9.

3.10.

As a result of these conflicts of interest facirge tMinister for
Housing, the Council of Ministers at their meetiafj 15th March
2012 agreed that a Strategic Housing Unit shoulediablished to
separate the policy making function from landloediveery functions.

The “Achieving Decent Homes” White Paper concludedt the
Strategic Housing Unit should remain a Ministeniabponsibility.
This is due to the importance of maintaining pcéiticontrol of and
accountability for the development of social andavihousing policy
making and associated regulations under the dradiab Housing
(Jersey) Law 201-.

Professor Whitehead was asked by the Minister faudthg to advise
on the most appropriate setting for the Strategiadihg Unit.

In her report, Professor Whitehead concluded thatsetting of the

Strategic Housing Unit should be one clearly witkine context of

strategic planning, enabling a more holistic applhoi issues which

affect everyone living in Jersey and impact on dewiange of other
policies. The Professor noted that a major objeciivsetting up the

Strategic Housing Unit is to enable its membersdacentrate on

strategic matters, including a cross tenure houstrategy that can
help ensure adequate affordable housing for albtider is to ensure
that the housing strategy is fully integrated intdder strategic

thinking and that those working on its developmeate access to the
full range of available empirical evidence.

Therefore the Professor considered that, the $icatdousing Unit
should not be constrained by the necessary pasrif an individual
spending department and the consequent operaticoaflicts
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3.11.

involved in day to day resource allocation. Ratftershould be
thinking in the context of overall priorities angngrgies between
different policy areas.

The Professor concluded that these objectives cast masily be
achieved in a location separate from any one spgnbiepartment
and that the Chief Minister's Department was thaneefthe most
appropriate setting.

Role and potential regulation arising from the @& Housing Unit

3.12.

The proposed roles of the Strategic Housing Umittaioadly those set
out within the “Achieving Decent Homes” White Paf&.47/2012)

namely —

3.12.1. Developing a robust cross-tenure Island Housingt&gy;

3.12.2.

Developing a long-term, cross-tenure strategy tarsing the
population of the Island would be a key activity tbe Unit.
The strategy once developed will —

Describe the prevailing Housing market, including
unit numbers, tenure, its capacity for growth,
affordability, unmet need and demographic
projections.

Set out current supply projections across tenude an
their ability to meet need.

Provide opportunities and recommended methods for
increasing the level of home ownership and progdin
other means of increasing affordability or proviglin
housing support.

Propose housing standards to encourage sustaipabili
across all tenures.

The Cambridge Centre for Housing and Planning Rebkea
have been appointed by the Minister for Housing &mel
Chief Minister to prepare a proposed Housing Sgrate
Framework setting out the approach proposed todogtad
for developing the strategy.

Prioritizing resource allocations within the soctabusing

sector;

It is expected that this will involve recommendirige
allocation of any States controlled land for socaid
affordable housing development to registered Sddémlsing
Providers, and the distribution of any gains frdva planning
system. The manner in which such land is ultimately
developed would remain a function of the planniggtem.
The Strategic Housing Unit would also provide advic the
Treasury and Resources Department in considerirgg th
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prioritization of any further public support of SalcHousing
Providers, for example in increasing social hougirayision,
but also on disposal of social housing properties.

Approval of a subsequent Regulatory Enabling Lawuldio
allow the Strategic Housing Unit to consult upondan
recommend appropriate regulations for the Minisfter
Housing to bring forwardinder the Law setting requirements
for Social Housing Providers to observe in relatiim
prioritizing the allocation of resources to the teecand
disposal of social housing property.

3.12.3. Championing the Supply of Homes;

The Strategic Housing Unit would play a key role in
identifying the need for new homes, through thedence
generated by the new Affordable Housing Gatewag ée
below), Housing Needs Surveys and other means. The
Strategic Housing Unit would also have responsbifor
promoting the release of land for new social arfdrd&ble
homes, albeit that the release of land for devetynand
development control will remain a function for tplnning
system.

3.12.4. Managing the Affordable Housing Gateway;

A key objective of the Housing Transformation Pexgme
was to ensure the best use of the available saal
affordable housing in the Island. The most effextivay to
achieve this was considered to be to establishgiesiunified
application process (known as the Affordable Hogsin
Gateway), for affordable housing in Jersey, whetberent
or for purchase. The Affordable Housing Gatewaydfwe
commenced operation in January 2012, and now afuth
support and involvement of all the 4 Housing Trustat
would be regulated under the draft Social Housidgrdey)
Law 201- for their own independent housing schemes.

Approval of a subsequent Regulatory Enabling Lawldio
allow the Strategic Housing Unit to consult upondan
recommend appropriate regulations for the Minister
Housing to bring forward under the Law to formalisse of
the Affordable Housing Gateway by Social Housing
Providers in identifying those in priority need #dlocate
available social homes.

3.12.5. Proposing new affordable housing products to nteeneeds
identified through the new Affordable Housing Gadgw

The Affordable Housing Gateway is collating infotioa on
a much wider range of housing need than has beecatfe to
date. The Gateway will, through its means-testimyg a
banding processes, enable the details of the derfearidw
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3.12.6.

3.12.7.

cost forms of home ownership to be quantified, tiogewith
the levels of financial support necessary to malaeeasing
the level of home ownership achievable. Using éwadence,
developing affordable housing policy and affordahdeising
schemes would be a key activity for the Strategausing
Unit and is expected to include the sponsoringegfslative
changes by regulation.

Some of these functions, including the developna¢diersey
Homebuy as a specific affordable housing schemes baen
undertaken by the Minister for Planning and Envinemt
within the Island Plan. Clearly though, the esttiiient of
the Strategic Housing Unit now means the overall
responsibility for this is proposed to become #msponsibility

of the Chief Minister.

Proposing and updating a Jersey Social Housingd&tdn

The English Decent Homes Standard sets _a minimum
standard of social housing condition and states lloaes
must —

. be kept in a reasonable state of repair;
. have reasonably modern facilities and services;
. provide a reasonable level of heating comfort.

Currently, approximately 3 quarters of States hored a
higher proportion of Trust properties meet thisndtad,
however this will inevitably decrease without adaigu
investment. The Minister for Housing considers tlisk of
investment to be unacceptable in Jersey.

Approval of a subsequent Enabling Law would enahke
Strategic Housing Unit to consult upon and reconunen
appropriate regulations for the Minister for Hogsto bring
forward to require that Social Housing Providerhiewe the
English Decent Homes Standard for all their sob@lsing
stock within 10 years of the enactment of the Law.

A future role for the Strategic Housing Unit woule
improving housing standards (in consultation withcigl
Housing Providers and others) and in particulanding
forward any necessary changes to the ‘Decent Homes
Standard’ to develop an appropriate “Jersey Sdd@lsing
Standard”. This would be an activity coordinatedotigh
consultation with the Health Protection Service ahe
Building Control Section of the Environment Depaegtrt
having regard to subsequent costs.

The development of housing policy within a Statedewn
strategic policy framework;
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3.12.8.

3.12.9.

Strategies such as the Island Plan have a stromgjrigptone
and the Strategic Housing Unit would play a keyerat
assessing and reporting on housing supply and aeddn
particular social rented and low cost affordablading.

Carrying out (or commissioning) survey work;

The Strategic Housing Unit would undertake the
commissioning, review and reporting of periodic $iog
related survey work, either by specific housingveys such
as the Housing Needs Survey, or within other wilawveys
such as the Jersey Annual Social Survey.

Proposing and delivering the social housing retitpo

Rents across the social housing sector, (both fate$S
housing and for the Housing Trusts), are curresty in
relation to ‘fair rents’. These represent an udpeit for the
rent of a social rented property with a given numbé
bedrooms. The Fair Rent Levels are also used bystual
Security Department in setting housing componegbrime
Support limits for Tenants in both the social amivagie
rented sectors.

A ‘fair rent’ is not precisely defined in legislati, which
states only that ‘fair rents’ should ‘follow, bubinlead’ the
market. The Housing Strategy for the 1990s (P.10®&Y)
made clear that fair rent levels should be setetar market
equivalents. In practice this has been taken fanynyeears to
mean that a ‘fair rent’ should be set at 90% of dpen
market rent for a comparable property.

However, in recent years, ‘fair rents’ have notrbeereased
to follow comparable open market rents. Succegsolitical

decisions to limit annual rent increases in ‘fagnts’ to
around 2.5% per annum have created a widening gayebn
‘fair rents’ and comparable open market rents.

This has led to a situation where the averageakeathome in
the States owned social rented stock is now 70%s oharket
equivalent. Moreover, the range of rents variesictamably.

The subsidies within the current rental structwegainst the
principle of Income Support provided by the So&ekurity
Department being the sole, unified support systemttose
unable to support themselves

Finally, because social rent levels are behind etaldwvels,
the viability of private development of affordatilemes has
been depleted to the point that no private seciwiashousing
schemes have been commenced since the economi¢uiown
and only those involving States land or other sijpare now
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possible (Source: Planning and Environment Departme
Interim Review of Residential Land Availability. 20).

A reinvigorated, sustainable and enforceable ralicy is

therefore needed and responsibility for developimg policy

would rest, henceforward, with the Strategic Hogsunit.

Approval of this Report and Proposition would emalthe
Strategic Housing Unit to propose a social renticyol
regulation to the Minister for Housing and thereafto the
States for consideration.

The most appropriate level of rent policy will bekay

decision for the States Assembly to take when ediguls are
brought forward, but in the interim a return to thésting rent
policy of 90% of equivalent market rents is conside
essential for the following key reasons —

The back-log maintenance to achieve the Decent
Homes Standards in the States Housing stock was
assessed as being approximately £48 million in 2010
by Ridge and Partners LLP. The Business Case
proposed for the wholly States-owned Housing
Company (R.15/2013) makes clear that this backlog
cannot be addressed to enable the States ownéd stoc
to meet Decent Homes Standards within the 10 years
proposed by the Minister for Housing unless a retur
to the 90% near market rent is achieved. A 90% near
market rent policy enables social housing providers
provide homes on a sustainable basis that wouttt tra
market prices, but not drive inflation in the wider
property market.

Outline business models have been developethtor

4 Housing Trusts that it is proposed are regulated
under the draft Social Housing (Jersey) Law 201-
using data and assumptions provided by the Housing
Trusts. These indicate that a return to a 90% near
market rent would enable the avoidance of defimits
calls on the States for interest rate subsidiess Th
level is also needed by the Housing Trusts whose
homes are understood not to meet Decent Homes
Standards. The 90% level is also likely to be
necessary to ensure sustainable business models for
the majority of Housing Trusts when a range of
economic conditions are considered through
sensitivity analysis. Not to introduce a consistemit
policy would create inequities in provision between
providers and would distort incentives for Tenants
accessing social housing through the Affordable
Housing Gateway. It should be noted that condition
surveys have not been carried out by Housing Trusts
against the Decent Homes Standard at this time.
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Vi.

Vii.

Likewise, Housing Trusts have yet to carry out
independent rent assessments on their properties.

Current sub-market rent levels have lead, itadbly,

to a situation where the value of the existing fodict

is understated and insufficient rental income is
generated to maintain the States portfolio whilst a
maintaining the annual return.

In respect of new developments. The accepteginsie

of assessing the viability of social housing
developments and the capital value of the homes
constructed is a calculation primarily arrived @inf

the potential rental yield, less necessary experda]it
over a specified period. In Jersey the practice has
been to repay borrowing for social housing
development over a maximum of 25 years.

Even allowing for inflationary increases, debt
repayment models based on the current sub-market
rent levels demonstrate unequivocally that there is
insufficient new rental income to develop new sbcia
housing without some form of development subsidy
being provided.

Hitherto the States has addressed this |lackadiility
through the provision of development subsidies. In
the Housing Trust sector in particular, it has been
necessary for the States to support the developafient
new homes through a combination of the provision of
land at nominal value, direct capital subsidy oreno
commonly through the provision of interest rate
subsidy agreements where the States is required to
meet the cost of Housing Trust borrowing if intéres
rates rise above pre-determined levels. This has be
greatly assisted by the provision of re-zoned,
(previously green zone), land where a significant
uplift in land value has meant that homes can be
acquired from developers at values consistent with
sub-market social housing rents.

In its approval of the Island Plan 2011, that8s has
directed, inter alia, that further development loé t
green zone should be avoided and it is therefore
anticipated that new affordable housing will hage t
come from the development of sites with existing
uses and higher intrinsic values. The additionad la
cost will require higher levels of capital subsidy
unless the yield from social housing rents can be
increased to a level which will support both
development costs and land acquisition.
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As a matter of principle, the Minister for Housiognsiders it
would be unacceptable to ask those Social Housiogégnt
States and Housing Trust) Tenants currently recgilncome
Support to meet the cost of returning to near niarets as
the primary basis of Income Support is to providafety net
for those in greatest need.

However, ensuring that all Social Housing Tenantsteeated
fairly and protected according to their means isoal
considered vital. The Minister for Housing recoguisthe
concerns of fellow States Members, the Health, &@oci
Security and Housing Scrutiny Sub-Panel and Hou$hugts
about the potential impact on low earning Tenatitsis
recognized that, while the impact on low income datolds
may be affordable in the vast majority of casesnea phased
increase may be difficult for these households tigpaarly
pensioners) to plan for in times of austerity.

Therefore, the proposed Fair Rental Level of 90%nafket
rents would only apply to those Tenants moving &wn
tenancies enabling them to plan for the increasatias they
do so. This would protect Tenants in receipt of hioesing
component of Income Support and for Tenants noeaeipt
of the housing component of Income Support it piesia
balance between requiring those who can affordaiorpore
to do so and recognising that Tenants have entereid
tenancy agreements and planned their financeseobasis of
the prevailing rent levels.

As approximately 7% of tenancies are re-let eadr,yand
the achievement of Decent Homes Standards will irequ
refurbishment of 578 properties during the 10 ymiod, the
hidden rent subsidy will be progressively removiedt in a
way that allows individual Tenants to plan for ieases. It is
expected that approximately 55% of new tenancidisbeito
tenants from the waiting list. Therefore, the IneoBupport
paid for these tenancies will replace Income Supparently
paid in the private sector.

The Housing Department and Social Security Departme
have reviewed what the financial, social and ecaoampact

of returning to the 90% equivalent market Fair Resuel and
removing the hidden rent subsidy would be for Tésan
Social Housing Providers and the States. The scaia
economic impact assessment follows and the finhncia
implications are set out at the end of this Report.

For the two-thirds of States tenants (and half ofising Trust
tenants) who receive any amount of the housing compt of
Income Support, rents charged will continue to ba &vel
that would be covered by the housing componenhobrne
Support. Therefore, Tenants entitled to the fullusiog
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component of Income Support will continue to hatve full
amount of their rent paid whilst they remain a Trenand
Tenants entitled to any lower amount of the housing
component of Income Support will continue to reeethe
level of Income Support appropriate to their cirstances. In
other words, tenants in receipt of any amount eftibusing
component of Income Support will not be directlyafincially
impacted by the proposed rent policy in their coirre
tenancies nor if they transfer to another propairithin the
social housing stock provided their circumstances nit
change. Given that States’ tenants in receipt efthtbusing
component of income support will be fully protecteam the
proposed rents policy, there is therefore no dit¥erse
economic or social impact on these tenants. le¢®gnized,
that following the return to Fair Rent Levels, Tetia
earnings would need to increase to a greater exteotder
for them to no longer require Income Support.

Existing tenants not in receipt of the housing congnt of
Income Support (approximately one third of Statmsants
and half of Housing Trust tenants) will not be rieed to pay
additional rent as a result of the proposed retorRair Rent
Levels (other than normal annual increases) whitety
remain in their current properties. Should thespatés
transfer to another property within the social hiegsstock
(thus creating a new tenancy), rent will be charge#é0% of
market rent for the new property. Transferring téaavill be
made aware of the rental of the new property bedeading
whether to sign the tenancy, so will be fully awafeany
impact that this may have on their financial cirstamce.
Tenants transfer for a variety of reasons, but dwaf of
tenants transfer to smaller properties, which waéderally
command a lower rental than the larger propertynfuehich
they are moving. Where Tenants are moving to ptisethat
have been refurbished to Decent Homes Standari®, till
be compensatory savings in energy costs that \sil affset
the return to Fair Rent Levels.

Work undertaken jointly between the Housing andi&oc
Security Departments has looked at the Social amh&nic
Impact Assessment of the proposed rent policy éisoat
within R.15/2013). Given that the proposed Fair tResvel
will only be implemented on new tenancies, the ioipa
considered to be very small. Full details of thealgsis
undertaken can be found in R.15/2013.

If the States approve this Report and Propositibnis
proposed that this rent policy be implemented frépril
2014. To enable this to happen the Minister for i&oc
Security will need to be asked to take such stapsas
necessary to adjust the rental component of Inc8opgport
through Regulations, including setting the appagrilevel
for the rent component of Income Support in thevaid
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sector. A Regulatory Enabling Law and then Regoneti
would be developed during 2013 by the Strategic stay
Unit to enable the Minister for Housing to requdsit the
States agree that rents in the social housing rsebtmuld be
reset at the Fair Rent Level of 90% of the marlezit,r
applicable for the equivalent home in the privateted sector
from April 2014.

3.12.10Proposing the criteria for eligibility for sociabbsing in the
Island through the Affordable Housing Gateway;

A new single application process and waiting lighe(
Affordable Housing Gateway) has now been implengknte
Whilst operating the Gateway is largely an admiatste
function, overseeing its operating parameters aaoditoring
underlying demand would be a function of the Stiate
Housing Unit.

In her review of Social Housing in Jersey (Greerpdpa
2010), Professor Christine Whitehead highlighteav hbe
current eligibility requirements for States Housinghich
restrict housing to those with housing qualificati®f limited
financial means with young children, aged over 50nih
disabilities, are severely restricted and mean ethés
considerable unmet demand amongst other demographic
groups for social housing provision.

The Strategic Housing Unit would have the role efiewing
qualifying criteria for the Affordable Housing Gatay as
new supply becomes available. These criteria cdogd
widened to include those who presently do not €udbr

social housing such as single people and coupldsnitd

means, under 50 years of age, who do not haverehild

To fully answer the challenge presented by the Geaper,
the future housing strategy will need to look closé the
whole market and in particular the relationshipwesn the
residentially qualified and non-residentially gfieli sectors.
The Strategic Housing Unit once established wiledhdo
consider its role in respect of the related acésitpresently
undertaken by the Population Office within the Chie
Minister’s Department, which include —

. Providing information on residential requirements
. Determining the residential status of Island rasisle
. Consideration of new migration policies

. Registration and regulation of lodging houses
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. Collating and providing information on non-qualdie
accommodation

3.12.11Proposing standards for Tenant engagement and latisu

Currently there are no requirements for Social Hays
Providers to engage their Tenants, either to gatlesvs on

the service being provided or to help shape thaticse into

the future. The former Minister for Housing estabéd the
Tenant’'s Forum in 2007, which has successfully ed

opportunities for Tenant representatives from e&tates
Residents’ and Tenants’ Associations to meet, giiee to

Tenant's views and to inform the policies of theulimg

Department.

The Housing Department, as the largest providdersdor
those tenants with complex social needs, and gisoates a
Community Liaison Team to address matters of cander
residents such as anti-social behaviour and to wage
Tenant interest in optimizing the services providedhem.
An Independent Living Team assesses Tenant's dpeszals
in partnership with the Supported Housing Group er@ss
agency body with responsibility for advocating ayprate
care packages for those who need them. HousingsTdes
not provide any of these enhanced services.

Best practice elsewhere indicates that Tenantseviétbeir
services more if they are actively engaged in sttapheir
delivery. Therefore, one of the likely regulatioms be
brought forwards by the Strategic Housing Unit uraléuture
Regulatory Enabling Law if approved, are minimum
requirements for all Social Housing Providers tosaile
relating to consultation, complaints and appealatirgy to
their services which can then be considered byptbposed
Social Housing Regulator. Any such regulation wifled to
be proportionate to the needs of Tenants and #ile,sscope
and purpose of individual Social Housing Providers.

3.12.12Setting performance and probity standards for $étdasing
Providers

The consultation response to the “Achieving Dedd¢oines”
White Paper indicated concern amongst Tenants neghrds
to certain areas of customer service provided bgreat
Social Housing Providers.

In the past some States Members have been conctraed
Housing Trusts have not been perceived to alwayachiag
in the Public and Tenant interests. This suggebts t
regulation of certain minimum performance standandy be
in the interest of Tenantand that minimum standards of
good governance, probity and financial compliarfueugd be
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defined under regulation to ensure continuing publipport
for the integrity of Social Housing Providers.

Approval of this Report and Proposition would emakte
Strategic Housing Unit to consult upon and reconumen
appropriate regulations for the Minister for Hoggsto bring
forwards setting minimum performance, probity aimaiicial
compliance.

Resources for the Strategic Housing Unit

3.13. The Strategic Housing Unit will be led by the Di@cof Corporate
Policy within the Chief Minister's Department. A diget for the
appointment of a Senior Officer, to be responsilge the social
housing elements of the Strategic Housing Unit'&e,rdias been
funded from the carry forward of the existing butdgkéthe Housing
Department together with the funding for developiagHousing
Strategy Framework.

3.14. The function and staffing of the Affordable HousiGgteway would
be transferred from the Housing Department to tingt&yic Housing
Unit during 2013. The administration of the Gatewagy be best
undertaken by the Social Security Department urdemcy to the
Strategic Housing Unit, given its expertise in cectthg means
testing and the desire to maintain separation h@tweperational
functions and policy making within the Chief Miress Department.

Implications for existing Housing Trusts

3.15. The Minister for Housing acknowledges the positieatribution that
Housing Trusts have made towards providing thoseeed with good
housing services in the past, supported in mangschg volunteers,
and the introduction of regulation should not beetaas criticism of
their good work. However, the challenges facedheydocial housing
sector in terms of demonstrating that best valuseiag obtained for
public investment, the need for improving standasfiperformance
and housing condition, the need for an enhancedlssector and
rising expectations of Tenants, together mean ribglation is now
essential.

3.16. Regulation will be limited to those providers ofaaflable housing
who have had the benefit of States subsidy, whehizrbe in respect
of the provision of capital, land or, more commagrihe underwriting
by the States of the exposure of the Housing Tiwudban interest
rates above defined levels.

3.17. Initially this will limit the Regulator’s activitis to the proposed new
Housing Company managing States rental homes,hend Housing
Trusts who have received public assistance fronthges of Jersey.
They are —
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3.18.

3.19.

3.20.

3.21.

3.22.

. the Jersey Homes Trust;

. the Christians Together in Jersey Housing Trust;
. the Les Vaux Housing Trust, and;
. the Florence Boot Cottages Housing Trust.

The other significant provider, the Clos du Paratlisising Trust, has
not benefited from States subsidy and will not efiene be regulated.
One other provider the Scott Gibaut Homes Trustdrdg 7 units
catering for a very specific client group and willl below the
minimum threshold considered appropriate in orddeetep regulation
proportionate.

The approach to regulation proposed is designduktproportionate
to the reasonable expectation of Tenants from ihdividual Social

Housing Provider. That is, what will be expectederms of Tenant
engagement or compliance reporting will be in prapao to the size
of the Social Housing Provider concerned and theuarnof risk it

represents in the view of the independent regulator

However, all Providers would be required to complth the adopted
rents policy, employ the Affordable Housing Gatewdyen making

allocations and achieve Decent Homes Standardekhasvsatisfying
minimum standards of performance, probity and campk. A

culture of continuous improvement will be encoudhder all Social

Housing Providers to ensure that the public carassured that the
sector is providing value for money with its pubhwestment.

This will mean a change in approach for all exgtiiousing Trusts,
mainly in the requirement to formally report onitheusiness plans,
but not one that need materially affect their irstegence,
constitutional role, governance or their resoursigmificantly. The
positive response to the principle of regulatioonirthe Housing
Trusts confirms that they see the advantages oflatgn in terms of
public perception of their services.

Consultation responses to the “Achieving Decent elimWhite
Paper from the Housing Trusts suggested a desieagore that any
proposed regulator was distinctly independent ftbenpolicy making
and landlord functions of the States and this ddsas been respected
in the form of regulation proposed.

Development of a Business Case for transformation

3.23.

3.24.

A Full Business Case explaining the assessmenegsamdertaken to
assess the best delivery organisation for the reduransformation
has been published as R.15/2013

Sector Treasury Services Limited were appointefthascial advisers
to the Housing Transformation Programme and toshgsi the
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development and assurance of a business case sweothe options
for change. Sector Treasury Services recommendedst of the UK
HM Treasury 5 Case Model for Public Sector Busin€sses to
evaluate the options for change and this was addptehe Housing
Transformation Programme.

Key assumptions within the proposed new Housing @omw Business Case

(R.15/2013)
3.25.

Following significant financial modelling and seigty analysis, a
preferred set of business modelling assumptions agased by the
Political Steering Group for the Housing Transfotiora Programme
as being —

. The English Decent Homes Standard achieved in asyend
maintained for the duration of the Business CaBeyéars).

. The annual return to the Treasury of the Statedenfey
maintained in real terms (from 1 January 2016 afedivering
the returns set out in the Medium Term FinancighnPI
including Comprehensive Spending Review savingiiB).

. Refurbishment and new build plans with a net gdia4
households (as more fully set out in Appendix B of
R.15/2013). The Housing Trusts will also develop an
additional 203 new properties.

. Continued sales of 300 properties (15 per annungngble
re-alignment of the stock and encourage home owwipeend
affordable housing solution development.

. £40 million internal borrowing facility (as set ouin
R.15/2013 and below) to support the refurbishmentlb
stock to the Decent Homes Standard within 10 years.

. An external borrowing facility to fund new stockveédopment
and to provide cash flow balances (as set out fb/R013
and below).

. Return to the States Rent Policy of 90% of markgtivalent
levels, to remove rent subsidy from those who déordito
pay a Fair Rent Level and to track but not inflai@rket rents
in the private sector.

. Protection of those in receipt of Income Suppartrfithe cost
of rent subsidy removal.

. A return to 90% of equivalent near market Fair Rexels as
envisaged within R.15/2013 for new tenancies.

. Retention of current Cottage Homes residents urideir
existing arrangements, but incorporation of new tags
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Homes tenants within the standard Company tenancy
arrangements.

. Additional Income Support costs (resulting from the
protection of all existing recipients of Income $op from
the cost of rent subsidy removal and the small rermolb new
claimants) to be met by an additional budget atioogby the
Treasury to the Social Security Department.

. The use of the States of Jersey Statistics Uniralescenario
Retail Price Index projections and average earninfigtion
of 0.75% in excess of Retail Price Index (whichresgnts
half of the long term expectation).

. Market rent inflation at Retail Price Index plusesage
earnings inflation.

. These assumptions are dependent upon the approwat o
appropriate Social Housing Regulator and will needbe
reflected in the rent policy and in the housing poment of
Income Support in associated regulations. Thergfbtbese
assumptions are accepted by the States, the Réay Bad
Income Support regulations brought to the Statdisreflect
this position.

The Strategic Business Case for Change

3.26. The first of the 5 cases is the Strategic Busir@ase for change.
R.15/2013 sets out the strategic context for theistn making
process. Of key importance here is the alignmenthef proposed
transformation with the States’ Strategic Plan 20R28/2012) and
the corporate priority “House our Community”.

3.27. The proposed business case enables resolutioredbllowing key
actions with the “House our Community” priority —

. Continue work on existing homes to meet the DeElemes
Standard.

. Address the funding of the maintenance and reinverst of
the States owned social housing stock.

. Complete the Housing Transformation Programmelowal

more flexibility in tackling housing issues.

3.28. The proposed rent policy level (of 90% of equivalearket rates)
would also enable the following actions to be met —

. Put in place schemes to generate affordable hodsirspcial
rental and purchase.
. Bring forward schemes to support those who mayifyualr

assistance to purchase their own home.
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The Economic Business Case for Change

3.29.

3.30.

3.31.

3.32.

The second case for change is the Economic BusiBasse, which
consists of an option appraisal process to idertkify best delivery
vehicle for the landlord services of the currentising Department.

The Housing Transformation Programme Political ftge Group
considered the 3 viable options for States housinggested by
Professor Whitehead and agreed that these ande4soshould be
subject to further evaluation. The options congidewithin the
business case options appraisal undertaken weaefdhe—

1. The status quo — A States Department with nesscdo
borrowing
2. A States Department, but with access to intdsoaiowing
3. An Arms Length Management Organisation
4, I/_A T)rading Operation (as defined within the Pal#finance
aw

5. A Hybrid Trading Company
6. A Wholly States-owned Housing Company
7. Freehold (or leasehold) sale to a new sociasingdandlord

The 7 options were each developed within a findrmiginess model
that expressed all of their balance sheet impboatiover a 30 year
time period and allowed the consideration of a eanfj sensitivity

analyses.

The 7 options were then assessed against 4 finamitiaal success
factors for the Housing Transformation Programnaenely —

1. For the housing service to become a self-sustaisigal
housing services provider;

2. For the service to become a flexible delivery orgation able
to adapt to change;

3. For the housing service to continue to provide gmiStcant
income stream to the States of Jersey; and

4. To fully separate Regulatory, Policy and Servicactions.
Included in this appraisal is a review of the ektenwhich
the delivery vehicle options would be governed
independently.
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3.33.

Option 6 — transfer to a Wholly States-Owned Hogistompany —
ranked highest against 3 out of 4 of the critiaatcgss factors and
ranked second on critical success factor 4. Opdiaesulted in the
second highest Net Present Value and also wassaskas having the
lowest risk. Option 6 allowed stock developmennplto be delivered
whilst ensuring the expected level of annual retiarrthe States of
Jersey. The separation of landlord functions ared atsilability of
finance provide the required independence and auigrsought by
the Critical Success Factors. Option 6 — transies WWholly States-
Owned Housing Company — is therefore the prefeoptbn from the
Full Business Case assessment.

The Commercial Business Case for Change

3.34.

3.35.

3.36.

3.37.

The third case for change is the Commercial Busin@ase, the
purpose of which is to summarise the commerciatinpang and
personnel arrangements that will deliver the ideratibenefits and the
key success factors for the Programme. It theretmesiders the
services to be transferred and how expected castb@nefits can be
controlled through contractual arrangements.

The Commercial Business Case proposes that theractuml

arrangement between the States of Jersey as whaiercand the
proposed Housing Company would be through meana fifrmal

Transfer Agreement, incorporating a funding agregmend a
memorandum of understanding between the 2 org@msatin a

similar way to previous precedents with other gat Investments.
The draft Heads of Terms for the Transfer Agreensamet set out
within R.15/2013. These would be worked up into@rfal agreement
for approval by the States Assembly following ampr@val of this

Enabling Law.

The proposed commercial risk allocation betweerStates of Jersey
and the proposed Company is set out within AppenBEixto
R.15/2013. This reflects the management of riskhieyparty best able
to do so in accordance with established public ymerment principles.

Other sections of the Commercial Business Casé(#013) go on to
consider the contractual, governance, organisdtiama funding

elements of the proposed transfer. Some of theseemmare set out
below.

Company form and States control of ownership ofnigw Company

3.38.

Following a review of alternative company forms the proposed
Housing Company, supported by Trowers and Hamlin® L(a
leading legal adviser on housing matters), it &ppsed to proceed by
way of Company Limited by Guarantee. This undedittee fact that
there is no intent to sell or trade the ownershipthe proposed
Housing Company, whilst preserving flexibility fire Company.
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3.39.

The annual return currently made by the Housingdbement would
be replaced by a covenanted payment made by thsittpGCompany
to the States of Jerségs sole Member and guarantacying through
the Minister for Treasury and Resources, rathen foa example by
way of share dividend. The role of the Member wobkl set out
within the draft Articles of Association for the Hsing Company
which will be lodged for approval by the Statesd anithin the
proposed Transfer Agreement.

Governance of the Proposed Company.

3.40.

3.41.

3.42.

3.43.

3.44.

The need for an independent Board to govern thpgsed Company
is made clear within R.15/2013 and has been degdlopith the
advice of Trowers and Hamlins LLP, Sector Treas@srvices
Limited and the Cambridge Centre for Housing an@nRing
Research as legal, financial and regulatory an@g@ance advisers to
the Housing Transformation Programme. The govemaroposals
were noted by the States Employment Board at tBest January
2013 and 14th July 2011 meetings.

It is proposed that the Company Board would operatder a
Constitution, Memorandum and Articles of Associatateveloped by
a “Shadow” Board, and lodged for approval by thatest of Jersey by
the Minister for Housing. The new Company’s Boamuld comprise
a total of 6 Non Executive Directors; 3 of whom wWbube

independent Directors, 2 Tenant Directors and onigecibr

nominated by the Minister for Treasury and Resaurdenis Board
structure appears to offer the right balance ofinmss focus,
accountability to the customer and operational ilfiidiky and

integrity.

The review of best practice housing organisaticas $hown that, in
order to be successful as a business, it is \itat the proposed
Company has the services of experienced indepen@eard

Directors with wide and deep knowledge of the ledalancial,

commercial, economic and social implications of agng social

housing, and who can bring a commercial focus atgevto the work
of the Company whilst ensuring that the social hess ideals of the
existing Department are retained and enhanced.

It is proposed that the Appointments Commission wilersee an
open appointment process in accordance with then@ssion’s Code
of Practice for Autonomous and Quasi-AutonomousliBuBodies
and Tribunals. Initial appointment of the Chair amdlependent
Directors of the Board would be by the States Addgnon the
recommendation of the Minister for Housing. Subsedly, the
appointment of Board Directors would be through iaternal
appointment process to the new Company.

It is also critical that the governance arrangemdot the proposed
Company meet the needs of the company structuee, chrarly
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3.45.

3.46.

3.47.

defined, and flexible to change. It is thereforepmsed that these
governance arrangements should broadly reflecgtioel governance
standards set out by the UK National Housing Feiera

Independent Commission on Good Governance in PShkligices and
Financial Reporting Council.

It is proposed these should be developed by thed&h” Board
supported by an external legal adviser, experiengeéstablishing
successful social housing companies, and appoiaeslpport the
Law Officers in developing the most appropriate eqmance and
company arrangements for the Company. This is thioligely to
require proposals for audit and remuneration cobesst for the
Company as a minimum. Therefore it is also propotet the
Comptroller and Auditor General would be formallynsulted on the
proposed governance arrangements to comment onrtiristness
and probity.

The best practice governance review also indictitatla further key
feature of successful housing organisations elsewhis the
involvement of the customer — the Tenant — infadl activities of the
company. Excellent organisations had Tenant reptatiees in every
aspect of their work — from the development of @plito the
overseeing of delivery.

It is therefore proposed that 2 Tenant Represepstivould be
nominated following an open application processingef in due
course by the “Shadow” Board. These Tenants woaldub Board

Members and Directors of the new Housing Compard, taerefore
would need to understand and be willing to meei thigigations to

the Company whilst serving on the Board. The Clodithe Board
would need to ensure that the roles for the TeRapresentatives
sought have been clearly defined and that the ratenih Tenant
Representatives will be able to perform the rolesded.

Organisational development for the new Housing Camgp

3.48.

3.49.

Following a review of best practice organisatiostalictures amongst
newly created social landlords in England and Wéaestor Treasury
Services Limited confirmed that the current HousiDgpartment
performs well in relation to its service output fhie resource input
applied. The best practice organisations benchrdadgainst have
similar organisational roles, but due to the gnesgsource applied to
meet Decent Homes Standards, meet higher Tenanticeser
expectations and regulatory requirements the numblferstaff
employed is significantly higher than in Jersey.

A fundamental review of service delivery has berdantaken as part
of the transformation and best practice revieweHhazaen undertaken
with other Strategic Investments and similar siasdociations in the
UK. This identified areas where the new Companyl wied to
enhance its service in order to meet best praetick to offer best
value for money.
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3.50.

3.51.

The areas requiring resource investment are idedtitvithin the
Business Case (R.15/2013) and include asset maeagelong term
maintenance planning and customer service and engayg. These
investments will offer efficiencies through morenumercial and cost-
effective management of the housing stock as welresulting in
step-change improvements to the quality of sendedivered to
Tenants.

These proposed changes are in addition to those areich the new
Company would require replacement of functions enity provided
by the States including governance, legal serviged liquidity
management. Where outsourcing services would offefinancial or
operational advantages, States services will bained, including
those for insurance, payroll and financial and rimfation technology
systems. The business case includes for replaceofieiie current
sub-optimal housing management |.T. system in deorsd year of
Company operation. Existing Service Level Agreementith
Transport and Technical Services will be honouredd a
contractualised.

Human resource arrangements for the proposed Cgmpan

3.52.

3.53.

While re-organisation of reporting lines and theer@a efficiency

review has resulted in some change to all rolds rgdes will not be

materially different under the proposed Housing @any. Instead a
skills-matching exercise will be carried out to ofaturrent staff to
the new roles required within the proposed HouS§ingpany.

It is therefore envisaged that all members of aurrélousing
Department staff, (excluding those identified whdminister the
Affordable Housing Gateway which will become fuocis of the
Strategic Housing Uni}) would transfer to the proposed Company on
their prevailing terms and conditions, in accoréaneith the
prevailing States policy on alternative service visimn which
provide for the following —

. That the States of Jersey will incorporate adequaisiness
transfer” protections.

. That the States of Jersey will seek to ensuretthasferring
staff enjoy terms and conditions not less favowedban those
prevailing prior to transfer.

. That employees within the existinfublic Employees’
Contributory Retirement ¢heme will retain prevailing
pension rights and liabilities unaffected when s$farring to
theproposedCompany and that new starters post-transfer will
be offered that same prevailing pension scheme.
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. That any necessary restructuring of staff roleeadiness for
the new Company will be undertaken prior to thendfar
taking place.

. Transferring employees would not be subject to atiobary
periods, although they would be subject to the gsed
Company’s performance management processes.

. That the proposed Company would recognize bonaTfidde
Unions including Unite and Prospect which represent
transferring staff at present.

3.54. If this Report and Proposition is approved, theppsed Transfer
Enabling Law would therefore be drafted to refigcs position.

Pension provision for the proposed Company

3.55. To protect the pension rights of the transferritaffsit is intended
that the proposed Company become an “Admitted Bauytie States
Public Employees’ Contributory Retirement SchenteGRS) and the
retention of prevailing allowances. Consultationghvthe Employer,
the States Employment Board, and representativéiseoCommittee
of Management of PECRS have indicated that thisldvdie an
acceptable approach were the States to indicatsujport for the
proposals.

3.56. However, it will be necessary for the pre-1987 p@mdability at the
point of transfer to resolve the portion of thaficlein relation to the
Housing Department staff. In order to establish #xtent of the
relevant deficit, an indicative actuarial valuatiogis been carried out.
A further actuarial valuation of the pension fursl itiis relates to
those staff will be carried out immediately priorttansfer to fix the
deficit sum due.

3.57. The responsibility for meeting that deficit will géh rest with the
Company and it is envisaged that this would beened by means of
a lump sum payment at the point of transfer. Theaa@l valuation
will also provide the proposed Company with infotima about its
ongoing contribution rates. Provision for the pasd of pension debt
of £2.135 million has therefore been included ie trew Company’s
business model and the proposed Transfer Enableg ivould
therefore be drafted to reflect this position.

Funding for the proposed Company

3.58. R.15/2013 makes clear that the proposed Housingp@oynwould
require both internal and external States suppdimeaace in order to
meet its objectives.

3.59. The Minister for Treasury and Resources has coefirtiat, should
the States Assembly support the proposed estaldishnof a
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3.60.

3.61.

3.62.

3.63.

3.64.

Company, a £40 million internal borrowing facilityould be made
available to the new Company. The basis for thidif@ is set out in
States Investment Strategies (R.132/2011). TheslirgeDepartment
has indicated that this facility will attract fixedterest of 4% per
annum, which exceeds the expected interest accririog the
currency fund from where this funding would be s®uk. The internal
borrowing facility would be formalized in the progex Transfer
Agreement between the States of Jersey and th&pawpany.

The States agreed P.40/2012 to permit the withdrafren additional
£27.1 million from the consolidated fund to fundS6cial Housing
schemes, 3 of which already had expenditure appiavthe 2012
Annual Business Plan,; and 3 of which were beirmubht forward
from future years’ capital programmes. This fundimguld be paid
back from the Company’s internal borrowing facildy the point of
establishment of the proposed Company.

During development of the Business Case (R.15/20p8)ential

providers of external finance were approached scudis providing
funding facilities for the proposed Company. Thecome of this
consultation is set out within R.15/2013, but, imsnary, indicated
that there was a general expectation that fundamgtie proposed
Company could or should be approached as part démttates of
Jersey funding requirements. The meetings confirthatino facility

would be committed for more than 5 years and tlasingle Lender
would be likely to wish to take on the entire lemgliportfolio

envisaged as required for the proposed Companya Aesult of the
meetings, the Treasurer of the States was apprdatheonsider
whether the States were likely to want to take athge of the pricing
benefits which might be derived from a differenpeagach.

The Minister for Treasury and Resources has sulesgiguindicated

that the States of Jersey may, for major investsneaoth as social
housing, which have long term benefits and a ddfineome stream,
decide to borrow in order to finance the projedieTMinister for

Treasury and Resources is therefore presently erpl@ range of
options to support such borrowing.

Work is underway to appoint a financial advisor tially to
recommend options for the best financing optionssiach funding.
Once a workable solution is identified, a propositivill be taken to
the States to seek their approval for the prop@seding strategy, in
compliance with Article 21 of the Public Financésréey) Law 2005.
The Minister for Treasury and Resources has inditttat borrowing
of up to £200 million over a 20 year period couidrbade available to
the Housing Company at a fixed interest rate assompf 5% per
annum.

The Business Case (R.15/2013) has therefore beeeloged
reflecting this internal and external borrowing ysion and
assumptions.
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Taxation position of the new Housing Company

3.65.

3.66.

The tax position of the Housing Company in relatiornthe Income
Tax (Jersey) Law 1961 has been discussed with nhenie Tax
Department. Representatives of the Income Tax Dmeat have
stated that as long as the Company was wholly obgdtie States, it
would benefit from a miscellaneous exemption untter Law as
detailed in Article 115(c), namely “Exemption francome tax shall
be granted in respect of any income derived by3tates from their
own property”. This exemption would apply to boémtal income and
other associated income generated from the owmershi the
properties.

In addition, the new Company would need to regi&terGoods and
Service Tax (G.S.T) and would become a “taxableg®rin its own
right (as opposed to being part of the States ideyés registration).
The Company would then be required to pay and col®&S.T. on
taxable supplies as now, but would be able to clarredit back from
the Comptroller on a 3 monthly basis.

Efficient Procurement arrangements for the prop@aupany

3.67.

3.68.

3.69.

3.70.

The new Housing Company will set targets to geeergierating

efficiencies which will be used to repay borrowiearly. It will do so

through being able to take a more commercial acdded approach
in providing landlord functions and through measursuch as
investment in achieving the Decent Homes Standwrkeby reducing
the annual cost of reactive maintenance.

There will undoubtedly be further efficiencies ded from a move to
Company status and enhanced focus on businesdioégedlowever,
it would be inappropriate to constrain the Board #me Minister for
Treasury and Resources through setting binding cieffty
requirements beyond these commitments in advancéhefnew
Housing Company being established and the Boarthgedut its
objectives.

Failing to adequately maintain States social hausrfundamentally
inefficient, as it inevitably results in the neeat farge scale capital
investment over a short term period, or homes whighnot fit to be
let with a potential loss of significant rental ame. Homes which fail
to meet appropriate standards for thermal effigiemmpact on

Tenants directly in respect of how expensive they ® run —
particularly in terms of energy costs, thereby gbaoting to fuel

poverty.

Further efficiencies can be achieved in the useexfting land
resources. The ability to access additional cagpisading will allow
decisions to be made about the appropriate inteasdn of some
existing sites rather than only carrying out refsinments to achieve
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3.71.

the Decent Homes Standard. The new homes crealigateviide new
rental streams which will be sufficient to servibe borrowing.

The new Housing Company will inherit various seevidevel
agreements with other States’ departments. Theleneéd to be
converted into contracts, but the current terms gl honoured. The
new Housing Company will still be able to acceswises currently
provided by the States to the Department, whetcaritbe shown that
in not doing so, this would increase costs to treppsed Company
unnecessarily.

Assets proposed to be transferred to the new Coympan

3.72.

3.73.

3.74.

3.75.

3.76.

All immovable assets owned by the States, but aidieired by the
Housing Department for the purpose of providing idocented
housing and associated services, will be trangfetwethe proposed
Company under regulations brought to the StatesrAkly.

Details of boundaries, title descriptions and gitans would be
included within regulations which would be lodgedlldwing
registration of the proposed Social Housing (TrensfJersey) Law.

The default basis for the proposed transfer wowdtdoinclude all
assets currently administered by the Housing Depmart. Each of
these assets or collection of assets in the casestates, are the
subject of an ongoing review by the Conveyancingidion of the
Law Officers’ Department.

This process is to —

. Confirm ownership and title.

. Identify any need for the States to retain direebership and
to agree through consultation with Jersey Propedidings
the appropriate administering Department for suetained
assets.

. Identify the need for the States and the New Compamave
reciprocal rights to facilitate access or maintegam respect
of adjacent assets.

. Establish unique property references linked to 8tates
digital map system and property registry.

. Prepare a site plan showing boundaries for eacht aws
collection of assets.

. Prepare a schedule of asset transfers for inclusion
subsequent regulations for debate by the Statdswioly
debate and approval of the proposed Transfer Law.

The assets to be transferred presently include €539 social rented
homes as set out in the table below as well agassibciated estate
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3.77.

roads, common areas, private drainage systems olnéoe States,
street lighting installations and the other estamdrastructure
necessary to operate the homes. In addition 3 slues at Dorset
Street and 2 at Jardin du Soleil, which form pdrsacial housing
developments, shall also be transferred. The leatating to those 3
shops would be assigned to the new Housing Company.

A list of the existing assets which it is proposeil be transferred
will be set out in the draft Social Housing (Traer$f(Jersey) Law
201- and is summarised in the table below.

House type

Number of bedrooms

- 1 2 3 4 5 6 Total

Bedsit

298 298

Bungalow

8 39 6 2 55

Flat

1,664 | 1,125 91 2,880

House

26 239 724 118 7 2 1,116

Maisonette

3 144 41 2 190

306 | 1,732 | 1,514 | 858 120 7 2 4,539

3.78.

3.79.

3.80.

The Housing Department presently administers a meumbf

properties which are occupied by charities (Sheherst, Women'’s
Refuge, Jersey Council on Alcoholism, Caring Har@saritable

Trust, Les Amis and the Causeway Association). &lpesperties are
fundamentally residential in nature and provide $iog for

vulnerable people as a core function. The operdiihgrities are all
key partners of the present Housing Department elihnts of these
organisations regularly transferring on to be hdusey the

Department.

It is proposed that these assets will also be fearsl to the new
Housing Company and provision for their long termimienance has
been made within the business plan of the new Cogpa

The proposed Company business plan envisages ltbeifig stock
changes —

. Build on new sites with a net gain of 434 units (20vhich
will be sold for lifetime enjoyment as affordableusing).

. Refurbishment of 578 units.

. Sale of 300 units (projected at 15 per annum) tbknon-

going re-alignment of the housing stock to meetrteeds of
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an ageing population and to enable those Tenarés tab
purchase and affordable home to continue to do so.

3.81. Appendix B of R.15/2013 has further details on fieposed new

build and refurbishment programme. Additionallye gocial Housing
Trusts plan to develop 3 sites projected to geae?f3 new units.
Projected movements in Strategic Housing Units iwithe Business
Plans can be summarised as follows:

Changein | Total Units
Units
Current social housing stock (2012) 4,539
Gained through new build projects (years 1 — 20) 598
(including assets currently in development)
Lost through demolition (years 1 — 20) (164)
Sold as part of a new build project (years 1 — 20) (20)
Sold as part of on-going sales (years 1 — 20)* (330)
Units held by the Company at year 20 4,623

*The sale of 330 properties includes 30 sales gadhe commencement of the new
Housing Company proposed for 1st July 2014. Thecqwds from the sale of
properties part funds the stock development upetr YO when borrowing is repaid.
Sales of properties after year 20 would create sagbluses for the Housing Company
but could alternatively be deferred or delayed hé tdemand for social rented
accommodation was so required.

3.82.

3.83.

The proposed sales throughout the 30 year periddtarse that will
take place prior to 2014 will all be classified @dfordable’ in
perpetuity and this will mean that the stock ofoetfible homes is
increased by 414 units, albeit that these homek bgiltargeted at
affordable home ownership. Overall the Islandstistof Affordable
Housing will be augmented further by the additiér2@3 units to the
Housing Trusts.

However, the robustness of the business case opritigosed new
Housing Company means that these sales and revadignof the
stock will not prevent the Company from developingw social
housing and affordable units, should the Statesugh approval of
its Housing Strategy, wish to do so. Each projeculd need to be
considered on its merits and in light of the boliraywnecessary, but
the new Company would have capacity and flexibitity react to
changing requirements.

Page - 42

P.33/2013



Sites and Assets in Development

3.84.

It is also proposed that sites presently undeathainistration of the
Housing Department and awaiting development suctAas Court,
Lesquende and the Le Coin site in Ann Street, aldb be transferred
to the new Company as will any assets in developnben not
complete at the time that the transfer takes place.

Assets not Owned by the States

3.85.

The States leases land at Le Parcq de la BellealmentSt. Saviour
from the Crown on a 99 year lease. 5 social rehtedes have been
constructed on that land. The homes are administeyehe Housing
Department and let to Social Housing tenants. firigposed that as
part of the stock transfer the lease between tlosv@iand the States
will be assigned to the new Housing Company. Then@rhas agreed
to this and to being party to the necessary contrfeassignment.

Third Party Leases

3.86.

Jubilee Wharf

3.87.

3.88.

Over the years the States has entered into a numbdease
arrangements in respect of land administered by Itoeising
Department. Predominantly these relate to sitegdoipment owned
and operated by Utility Companies. It is proposedt these leases
will be assigned to the new Housing Company.

The Department is based at 24 Jubilee Wharf, Eagrst. Helier. It
is envisaged that this building be retained by thmtes and
administered by Jersey Property Holdings along thieghremainder of
the office estate and that the States will entéo e lease for the
building with the Company. Lease terms are to bbeedy however, it
is anticipated that this will be on a full repagirbasis and that
appropriate break and development clauses wilstebhéshed

Non-property assets currently administered by theudig
Department will also be transferred to the Houstgmpany and
these will be set out in a schedule under a forttieg regulation for
States consideration.

Reporting and Accounting processes for the prop@sedpany

3.89.

The proposed Housing Company would provide theeStaf Jersey
with the following information —

. An annual business plan and report, setting oubljpectives,
policies and programmes of the Housing Company and
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3.90.

3.91.

reporting on progress compared to the previouslseet
business plan. The report will include review ot tkey
performance indicators measure by the Housing Cagnpa

. An annual report to be provided within 6 monthshe&f end of
each financial year. The report will include audifenancial
statements, auditor’s report and a comparison effidures
contained in the business plan with actual resatteived.

. A half yearly report of operations to be providedthin
2 months after the end of the first half year. Tepgort will
include a comparison of the figures contained witkine
business plan with actual results achieved in #rég and a
report concerning the key performance indicatorasuesed
by the Housing Company.

. Ad hoc reporting as required for the purpose oparmg the
financial statements of the States of Jersey afainvation
required to assist with the financial planning loé {States of
Jersey.

In the spirit of open dialogue and a “no surprisgslicy, it is
expected that the Housing Company will, unless ifipally
contemplated in the Business Plan, seek the conddhe States of
Jersey before it makes any material changes ®usiness Plan. For
example, if the Housing Company —

. Makes any material change in the nature of itsrass or
commences any new business.

. Sells, transfers, leases, licences or in any wagasies of all
or a material part of its business or assets.

. Creates any material mortgage or security interest.

. Changes the financial year end.

The following minimum communications will take ptaeach year —

. The Chairman, Chief Executive and Finance Directfothe
Housing Company will meet on a 6 monthly basis wiith
Minister for Treasury and Resources to discuss armtt
generally covered by the Transfer Agreement.

. Officers on behalf of the Minister will meet on antnthly
basis with senior management of the Company toudssc
matters generally covered by the Transfer Agreement

. Following the formal Annual General Meeting eaclaryghe
Board will meet with the Minister to review prevewear
performance.

. A record of matters discussed at such meetingswithade.
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Financial Business Case for Change and risk assg$sm

3.92. The fourth business case for change within R.15281he financial
case, which summarises the financial projectionstii@ proposed
Company as follows:

Income Statement Years
15| 610| 11-15| 16-20| 21-25| 26-30| Total
£m £m £m £m £m £m £m
Rental income 240 340| 430| 530| 655| 812| 3,007
Expenditure including 183| -188| -221| -255| -335| -390| 1,572
depreciation
Net profit before finance 57| 152| 209| 275| 320 422| 1,435
Costs
Interest on borrowing -20 -46 -30 -6 - - -102
Profit after finance costs 37 106 179 269 320 422 1,333
Depreciation charge go| 116| 129| 142| 157| 175| 808
included in the above
Profit excluding 126| 222|308 411| 477| 597| 2141
depreciation charge
Return to States of Jersey -153 -182 -216 -256 -304 -361| -1,472
Net profit excluding 27 40 92| 155 173| 236| 669

depreciation charge

* Peak external debt is forecast to be £160 milabiYear 7.

3.93. Cash will be generated from operations and socasimg sales. This
cash will be used to —

Fund the annual return to the States of Jerseytlandtock
development costs to the extent that it is avaslald the
extent that it is not available, borrowing is takmr).

Repay borrowing.

3.94. Cash surpluses are not generated until year 1Beobtisiness model
when all borrowing is repaid. The net present valfieash surpluses

generated at year 30 of the business model is £6ii@n.

3.95. When cash surpluses are generated, the Housing &gymand the

States of Jersey will agree the best use for thogguses.

3.96. The following key financial risks were considereithin the financial
case of R.15/2013 —
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External finance is not available.

The proposed rent policy is not adopted in falhd
maintained.

3. A change results in an increased level of anretatn to the
States of Jersey.

4. The required capital proceeds from the saleooias housing
stock are not achieved.

5. Fluctuations occur above assumptions for remeeasing in
line with Retail Price Index inflation +0.75%.

6. Market rents increase at a lower rate than fineganflation.
7. The stock development plans are not achieved.

8. The required rents are not collected.

9. Increased interest rates are incurred for bangw

10. Unexpected costs incurred.

3.97. The resulting risk assessment identified that, withpropriate
mitigations, the business case for the proposedp@agncan remain
viable in the event that these risks were to oerwt that the residual
risk for the proposed Company is therefore considienanageable.

Management Business Case for change for the pgdgdsmpany

3.98. The fifth and final business case for change isMlamagement Case,
which sets out the project, business change, lenafi contract
management arrangements proposed to implemeneth€ompany.

3.99. Should the States give approval to this Report,p&siion and
Enabling Law, separate Delivery Teams will be dihbd to
implement the business change activity within thheppsed new
organisations to develop the requisite regulatiaiating to formal
commencement of activity and recommend these td&thtes — this
would be termed the “Shadow” activity phase.

3.100. The high level key contractual milestones can bersarised as
follows:
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Milestone Delivery Date
States consideration of the Reform of Social Hay&teport and | April 2013
Proposition

Council of Ministers consideration of Enabling Laws May 2013

Commencement of Strategic Housing Unit in agre¢iihge

Health, Social Services and Housing Scrutiny Pesnaéw of
Enabling Laws

May — July 2013

States Assembly consideration of Social Housing@oaal
Housing (Transfer) (Jersey) Laws within Reports Brnopositions,

July 2013

States Assembly consideration of Shadow Board appents and
terms of reference.

September 2013

Lodging of Enabling Laws in the Royal Court, Appeid Day Act
considered by States Assembly.

November 2013

States Assembly consideration of Enacting Regulat(for
Regulatory, Transfer and Social Security arrangésy)en

January 2014

Company registration completed. March 2014
Tenancies, Staff and Stock transfers completed.

Social Housing Regulator appointed.

Rents uplifted to near market level. April 2014
Company operation commenced. July 2014

4, Key Principles proposed for a draft Social Housing Regulatory Enabling

Law

Definition of Social Housing

4.1. For the first time a definition of Social Houg would be proposed
under the Law, which would establish that “socialusing” is
accommodation made available, either for rent or fome
ownership, that —

(a) the Minister has designated as being subjecestrictions,
specified in Regulations, in respect of the renyapte, the
persons who are eligible to rent or acquire anr@stein the
accommodation or the standards that must be maedan
respect of the accommodation; or

(b) is accommodation resulting from a ‘housing eot]j [a
project funded by the States or where lending Her groject
is guaranteed by the Stajes

4.2. This broad definition is considered necessamnable the Law to be

employed for the variety of potential economic &itons that may
prevail in future and to enable the Strategic HogsiUnit to
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recommend subsequent regulations relating to affded housing
products.

The Social Housing Reqgulator

4.3.

4.4,

4.5,

4.6.

4.7.

The Enabling Law would need to set out theppsed role and
functions of the proposed Social Housing Regulatwd to enshrine
the independence of the Regulator as a Non-MimgtStates Funded
Body.

The Chief Minister would appoint the Regulator aft@aving sought
and received the advice of the Appointments Comioniss

The Regulator would be provided with resources bg Chief
Minister and be able to delegate functions to @h\professionals,
for example if a Chartered Surveyor or Valuatiopeasx is required to
inform a review of Social Housing Provider data.

Independence of the Regulator would be formalis&lch
independence is considered essential to ensuréplibhant, lender
and Social Housing Provider confidence in the dpmma of the
Regulator. During the “Achieving Decent Homes” VéhiPaper
consultation, lenders were keen to ensure thatrégalator was at
arms length and able to exercise his/her powersowit ministerial
‘interference’. This independence if achieved, wiole likely to
afford greater efficiency in the lending to thetseover time.

The Regulator would be required to produce a bssiqggan and an
annual report on the activities of the Regulatat #e performance of
the Social Housing Sector to the Chief Minister w¥ith then present
the report to the States.

Registration of Social Housing Providers

4.8.

4.9.

The act of regulation requires registration of &beiousing Providers
under the Law and the Enabling Law would set oatgiovisions for
doing so.

As the Regulator will be limited to the affordale@using sector,
which in Jersey is relatively small, a part timepaiptment is
envisaged and it is proposed that, rather thandoute tax payer
with the cost of regulation, which are anticipatectost in the region
of £160,000 per annum. The costs of establishiry agperating the
Regulator will be met by a levy on regulated landéo on a
proportional basis.
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Performance Measures for Social Housing Providers

4.10.

4.11.

4.12.

4.13.

The scope of performance standards envisaged follSHousing
Providers would be set out under the Law. Thesedvbe limited in
scope but broadly defined to enable flexibilitysnbsequent issuing
of regulations.

In addition to those key matters expanded upon wtestribing the
role of the Strategic Housing Unit above, it is pwweed that
regulations could also be brought relating to smeltters as the terms
of social housing tenancies and policies for dealrith anti-social
behaviour and for contributing to the wider envirental, social and
economic well-being of the areas in which propsritge situated.
These provisions would reflect those establishethexessary from
time to time in other jurisdictions and which coeldable the States to
determine wider contributions for Social Housingo\WRders should
such provisions be deemed necessary in future.

The Regulator would be able to issue Codes of eadb give
guidance on good practice to Social Housing Prosiden those
matters which may need clarification, but which dot require
detailed regulation. This will enable the Regulatior take a
proportionate approach to implementation of regoet across the
range of Social Housing Providers.

Social Housing Providers would be required to pievaccounts to
demonstrate the state of its affairs in relationitsosocial housing
activities and disposition of funds and assetssTikiconsidered a
crucial requirement to ensure that the Regulatarestablish for the
satisfaction of the States that the Social Houstmyiders maintain
prudent financial management to ensure the adherefcsocial

housing with defined condition and standards okerdong term.

Monitoring and Enforcement Powers

4.14.

4.15.

Whilst it is envisaged that enforcement provisiailsbe very much a
last resort, and the proportionate approach addpyetthe Regulator
will encourage a culture of co-regulation (whereci8b Housing
Providers should effectively self-regulate to egéaidegree), current
shortfalls against Decent Homes Standards andigkeof imprudent
action by Providers in future to the detriment @n#nts, means that
meaningful enforcement powers are proposed foiSthgal Housing
Regulator.

Those envisaged include powers to establish infbomafrom

Providers or gain access to premises where coneeqiss, to the
agreement of voluntary undertakings for minor imfjeéments or
enforcement notices for more significant concelfibere consistent
poor performance exists, stronger powers such pssmg financial
penalties are proposed, although the Regulator aluatys balance
this having consideration to the benefit to TenaBimilarly, financial

compensation is proposed where it is clear thato@ab Housing
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4.16.

4.17.

Provider has acted against and to the demonstdaiitanent of the
interest of its Tenants. Such provisions are nomroon in other
jurisdictions and reflect the desire to respect floenan rights of
Tenants who have little choice as to their Sociali$ing Provider.

Where serious failings have arisen, it is propased the Regulator
should have powers to act in the interest of Tenagtreplacing or
part replacing management or transferring respditgibfor
management to another more suitable provider arstea land or
assets where absolutely necessary. The powerhddstates to make
regulations controlling the basis for any disposdIsSocial Housing
land would need to be set out. These powers cauidlze employed
by the Regulator with the consent of the Chief Igli@i to ensure they
are always deployed in the Public interest.

Finally, powers to ensure that false informatiorpstouction or
offences by individuals can be captured under thw together with
the power for authorized persons to request injonstin severe
circumstances.

Miscellaneous Provisions

4.18.

Finally, the Enabling Law will need to make prowisifor the serving
of notices under the Law, permit the regulator émimate authorized
persons and the process for appeal. An amendmehe @welling-
houses (Rent Control) (Jersey) Law (1946), as aeend permit the
same exemptions from Rent Control for Social Hogi$tnoviders that
are currently enjoyed, and which would otherwisecbatradictory
given the proposed regulation of social housing peticy.

5. Financial and human resour ceimplications

Affordable Housing Regulator

5.1.

It is proposed that the Regulator will be limitea the affordable
housing sector which in Jersey is relatively snaaldl it is therefore
proposed that rather than burden the tax payer t¢h cost of
regulation, which could conceivably cost £160,0& pnnum, the
costs of establishing and operating the Regulaiibbemet by a levy
on regulated landlords on a proportional basis.

The Annual Return to the States

5.2.

The rental income received by the Housing Departrhas always
provided an income to the States. Prior to the émantation of
Income Support this return was internalized withire Housing
Department to fund the provision of rent abatensard rent rebate.
Following the implementation of Income Support ttedurn from
rents has been made to the Treasury. In 2013, r¢hisn will be
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5.3.

5.4.

£26.1 million, which more than covers the net colthe housing
element of Income Support.

The annual return made by the Housing Company ¢oStates of
Jersey will be maintained in real terms from 201&. (adjusted

annually by RPI). This is after delivering the me® set out in the
Medium Term Financial Plan including Comprehensipending

Review savings. In years 2013 to 2015 the retuthbei adjusted to
reflect agreed transitional costs. Therefore, iases in rental income
above RPI will be retained by the Housing Compafifiere increases
in rental income are below RPI, i.e. in a weak abmbharket, the

Housing Company will absorb this in to its operasio

The table below illustrates the returns up to 2@hé&reafter the return
will be adjusted annually by RPI.

Annual Return

2012 2013 2014 2015

£000s £000s £000s £000s

Near cash return as péiedium 24,559 26,798 27,972 29,339

Term Financial Plan

One off set up
organisation

costs of the new - (706) - -

Transfer of costs to Chief Minister
Department for Strategic Housing

Unit

182 182

[
I
I

Annual Return

24,559 26,092 28,154 29,521

Income Support Implications

5.5.

The States of Jersey is responsible for additionebme Support

costs as a result of the proposed rent policy. Tdlde below

guantifies the likely additional cost and includesecasts for —

. The additional rental income received by the Hogisin
Company as a result of the proposed rent policyngoei
implemented (compared to the existing rent policy)

. The amount of the additional rent that will be pay the
Social Security Department. This is expected t6 % of the
additional rent because approximately 67% of tmartés of
the Housing Department are entitled to an eleménthe
housing component of Income Support

. This additional cost for Income Support will neea he
funded by the Treasury by means of an additionalgbti
allocation to the Social Security Department
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Date Year of Company Additional Additional rent
Operation rental income | paid by Income
Support
£m £m
2014 1 0.5 0.3
2015 2 1.1 0.7
2016 3 1.1 0.7
2017 4 1.5 1.0
2018 5 1.6 1.1
2019 6 1.9 1.3
2020 7 2.2 15
2021 8 2.2 15
2022 9 2.2 15
2023 10 24 1.6
2024-2028| 11-15 (annual average 2.5 1.7
2029-2033| 16-20 (annual average 2.8 1.9
2034-2043| 21-30 (annual average 3.0 2.0

*The amounts shown in the above table are in reahd, therefore, the impact of
inflation has been removed

5.6.

5.7.

5.8.

5.9.

It is expected that approximately 55% of new teremavill be to
tenants from the waiting list. Therefore, the IneoBupport paid for
these tenancies replaces Income Support paid iprivegte sector.

The additional units built by the Housing Companifl \provide
growth to the social housing sector. This will charthe proportion of
Income Support payments made to social housinddedsl (relative
to private landlords) but the overall cost wouldtie same.

Likewise, there will also be an additional costrioome Support as a
result of the proposed rent policy for Housing Thu®perties. Again,
the costs will build over many years as new teremare created at a
similar rate to those shown in the table above wailll peak at
£1 million in real terms once fully implemented. Wear 1, the
additional costs will be approximately £50,000, lathat year 10 the
additional cost will be £550,000.

The additional cost of Income Support payable speet of Housing
Trusts’ properties will be funded by the Housingidts themselves,
following implementation of the proposed rents gglias this is
additional income over and above the expecteddevel
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Convergence to 90% of market rents

5.10. The table below illustrates the modelled convergewiccurrent rents
to 90% of market under the proposed rent policy.

No. of units | No. of units | No. of units % of units | No. of unitsat

at 90% of | below 90% in stock at 90% of | below 90% of

mar ket rent of market market rent | market value

rent not in receipt

of Income

Support

Year 1 - 865 3,637 4,502 19% 1,218
2014

Year 5 — 2,449 2,324 4,773 51% 597
2018

Year 10 — 3,485 1,288 4,773 73% 328
2023

Year 15 — 3,869 829 4,698 82% 219
2028

Year 20 — 4,114 509 4,623 89% 134
2033

Year 25 — 4,269 354 4,623 92% 97
2038

Year 30- 4,377 246 4,623 95% 61
2043

5.11. In 2014, business modeling estimates that theleb@iB,637 units for
which rent is charged at below 90% (1,288 unitgear 10). Of those
units —

. 2,419 units are forecast to be occupied by teriameceipt of
the housing component of Income Support, reduargpd at
year 10. Therefore any increases in rent would &id py
additional Income Support

. 1,218 units are forecast to be occupied by tenahtsare not

in receipt of the housing component of Income Suppo
reducing to 328 at year 10. This is analysed furtiedow

5.12.

The forecast units where the rent is belo% @ market rent and the

tenant is not in receipt of the housing componém@me Support at

year 1 and year 10 of the business model are fheted.
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Property size Year 1 Year 10
2012 2023
Bedsit 58 16
1 Bedroom 361 97
2 Bedroom 490 132
3 Bedroom 277 75
4 Bedroom 31 8
5 Bedroom 1 -
Total 1,218 328
% of total stock 27% 7%

5.13. This modeling is only an approximation basedprevious years’
averages. No account has been taken of increaseditynof those
with higher incomes nor has any account been takapportunities
to purchase properties contained within this bussindan. The sales
of 15 properties per annum that are forecast throug the first
20 years of this business plan are likely to bgeted at those higher

incomes within the social sector.

5.14. Work undertaken jointly between the Housimgl &ocial Security
Departments has looked at the income distributibrihose States
tenants not receiving income support. This analisigiven in the
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table below.
Incomein bands Total
£0k-£5k 58
£5k-£10k 74
£10k-£15k 77
£15k-£20k 167
£20k-£25k 200
£25k-£30k 215
£30k-£35k 163
£35k-£40k 92
£40k-£45Kk 73
£45k-£50k 33
£50k plus 72
Total 1,224
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5.15.

This table clearly indicates that even th8ges’ tenants who do not
claim Income Support, most have modest incomesh vaihly
178 tenants having a household incavhever £40,000 per annum.

Implications for the Requlated Housing Trusts

5.16.

The Minister of Housing has requested theghm@uTrusts undertake
independent stock condition surveys and rent asgsgs to inform

long term business plans for their continued deyaknt. Indicative

business models have been constructed from th&etnmformation

provided by the Housing Trusts and these have bsed to inform

the indicative figures in this report. When thenfiat rent policy is

introduced under regulation, the Housing Trust$ béglrequired to set
out their long term development proposals and detnate how

additional Income Support costs will be met witktve requirements
of existing funding agreements.

Explanation of financial implications

5.17.

5.18.

5.19.

5.20.

An allowance has been made for the enhanosdrigance costs
required to enable establishment of a Board andpaom functions
for the proposed Company which are estimated &0,680.

There will be additional operating costs asged with the new
Company and provision has been made within the @ogip
Business Plan (R.15/2013) for these. These lamgédye to staff costs
for improved asset management, planned maintenamo®me
management and the governance of the proposed @Qympa

An additional allowance has been made fenking and contributing
to the costs of regulation of £120,000. There de ane-off set up
costs which, based on experience in other jurigdist are estimated
at £685,000. An allowance of £500,000 has also bese within the
business case for replacing existing sub-optimakimy management
information technology systems.

Finally, the Public Sector as a whole hagyaifccant pre 1987 past
service liability pension debt and in common witthey Strategic

Investments such as Telecoms and Postal, the nexsiltpCompany

will take on responsibility for its proportion dfidat debt for which an

allowance of £2.14 million has been made within5R013). These

costs are indicative for the purposes of the FultiBess Case. They
will be subject to review and confirmation withinFinal Business

Case at the point transfer is recommended to tiesSst

Human Resource Implications

5.21.

The Human Resource implications of transferthe proposed
Company are set out within R.15/2013 as followse THousing
Department currently employs a total of 47.6 Futh@ Equivalents
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(FTE) staff. Additionally, 2.6 Full Time Equivaletustomer Service
staff transferred to the Housing Department dur2@l?2 (as the
customer service function moved from Cyril Le Maagd House to
the Housing Department), as follows:

No. of FTEs
Chief Officer and Personal Assistant 2
Strategic Development Directorate 13
Operations Directorate 24.6
Finance and Resources Directorate 10.6
Total Housing Department Staff 50.2

5.22.

5.23.

5.24.

5.25.

5.26.

As already noted, this has been independeadygfirmed as
representing a very lean establishment comparededoivalent
housing organizations in the United Kingdom.

In preparation for the proposed move to #w klousing Company,
the Housing Department has undertaken a numbegreice reviews
to establish the appropriate organizational arrareges that will need
to be put in place in order to affect a successfave to the new
Housing Company. In addition, a number of sitetsigiere arranged
to other Strategic Investments and social housingvigers to
establish appropriate governance and financial gamant
arrangements.

These reviews confirmed that the Housing Bepnt performs well
in relation to its service output for the resourgaut applied. The best
practice organisations benchmarked against have ilasim
organisational roles, but due to the greater resoapplied to meet
Decent Homes Standards, meet higher Tenant seexipectations
and regulatory requirements, the number of staffpleyed is
significantly higher than in Jersey.

The reviews identified many of these areasexigellent current
practice, but also that the new Company will wamtimplement
further changes in areas such as asset managemstaimer services,
governance and financial management to ensuréhatew Housing
Company is fully prepared to act in an efficientexible and
commercially agile manner to provide tenants witie improved
services intended.

These changes can be summarised in the foljd8vthemes —

. Ensure processes are fair and accountable to Tenant
. Ensure resources remain focussed on those moseih n

Page - 56

P.33/2013



. Improve understanding of the standards Tenantexpect

. Ensure policies are in place to meet the needsulofevable
customers

. Improve customer care and ensure customers atedregth
dignity

. Ensure all Staff are motivated and accountable thair
performance

. Identify new systems required to improve the bussnéor
customers

. Manage assets optimally for the customer

5.27. The overall effect of these changes ideutifibove is summarized in
the table below:

No. of FTEs
Chief Executive and Personal Assistant 2
Strategic Development Business 13
Operations Business 26.6
Finance and Resources Business 14.6
Total Housing Company Business 56.2

5.28. The additional staff in the Strategic Devetept Business relate to
the appointment of an Asset Management Team, whigte
confirmed as necessary by Ridge and Partners LLmaonage the
implementation of the refurbishment and new buildbgpammes
envisaged within the Company Business Case, ammuntd
approximately £20 million per annum over the neftykars. The
additional roles within the Operations Businessateelto a capital
management trainee to assist oversight of the ealdamaintenance
required to achieve the Decent Homes StandardsseThaes are
considered essential if the States accepts thatsiment to achieve
and maintain Decent Homes Standards is to be made.

5.29. In addition, the Finance and Resource Busimesludes increased
staff compliment to provide Board Support, Humars®gce and
Liquidity Management roles that are necessary ef 8tates accepts
that a new Company at arms length from the State=quired.

Implications for existing States Services

5.30. The States services whose workloads couldaffected by the
proposed Company include the Chief Minister's Dépant,
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5.31.

5.32.

5.32.

Treasury and Resources Department and Law OffiCersreyancing
Division.

The establishment of a separate Company ssutiated Board will
mean the Human Resource support to the Housing rDegat,

currently paid for by the Department will be re@éddy a role within
the proposed Company.

Within the Treasury and Resources Departnibet,financial and
treasury management functions currently supportimg Housing

Department will have a change in reporting arrargggsibut as the
new Company will remain a Strategic Investment aildbe reported

within the States finances this is not considereatennl. As the
Company plans to retain Information Technology eyst following

transfer, the impact of this change cannot be fgbantified at
present. Within the Property Holdings Departmehereé will be a
marginal reduction from the number of sold propearansactions no
longer requiring Standing Order approvals, but ihisot expected to
be material.

The new Company will be required to seeloits legal advice on
property matters and to conduct its own conveyanciburing the
transformation process, external consultancy advicsebeen procured
by both the Law Officers and Conveyancing Servitedacilitate
transformation and so no material reduction in wedtumes is
anticipated in these areas that would result ieaaflisavings.

6. Conclusions

The Benefits of Transformation

6.1.

6.2.

The policy proposals set out in this Law pdevisolutions to the
challenges presented in the earlier Green and WRdfgers. They
provide a basis for a long term sustainable andnfifally viable

social housing sector to meet the needs of exiskeigants and the
population at large as Jersey seeks to come tastesith significant

changes to its population and the global econorpgcific benefits

are identifiable —

For Social Housing Tenants and Prospectivaiiis

. All Social Housing Tenants will have homes whichemthe
Decent Homes Standard within 10 years. Homes wiliiore
efficient, cheaper to heat and run, combating ssweh as
fuel poverty;

. All existing Social Housing Tenants, and prospeciienants,
will have access to a single application and atioogprocess.
This increases choice and ensures that affordaitee$ are
provided to those who need them most;
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. All States Tenants will benefit from an improvedxnof
States social housing which will better meet deraphic
needs;

. Homes will be refurbished or developed to betteetntbe
needs of the changing population particularly speet of the
need to meet the life-long and sheltered housirglsef the
ageing population;

. All Social Housing Tenants in receipt of Income Soit will
be fully protected from the removal of the hiddesntal
subsidy;

. All Social Housing Tenants not in receipt of Inco®eapport

will be protected from any change to Fair Rent Leumtil
they take up new Tenancies. These Tenants willlbdbe @
know the financial impact of converting tenancy gvldn
accordingly.

. All Social Housing Tenants will have the benefit tife
independently regulated social housing sector whigh
protect the rights of the Tenants across the seittoiuding
the application process and standard of properties;

. All existing and prospective States Tenants withdfé from
the new Housing Company which will be focused oa th
delivery of housing services to its customers;

. All States Tenants will benefit from increased ous¢r focus
and communication. The board of the new Housing @z
will have real and meaningful representation fromat&s
Tenants and Tenant engagement will be promotedighrthe
policies of the Strategic Housing Unit.

6.3.  For the States —
. The establishment of the Strategic Housing Unit —

o] Allows the States to focus on long term policy and
strategy for housing across all tenures includiegf r
policies, stock requirements and options for
affordable housing;

o] Allows the States to provide a clear set of
performance standards which enable clear
measurement and continuous improvement;

o} Allows the States to ensure that allocations acdtoss
social housing sector are made from the Affordable
Housing Gateway and so are targeted at those in
need;
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6.4.

o] Allows the States to rely on an independent, fully
accountable and regulated Sector to implement their
policies and manage social housing;

o] Provides a means of allocating responsibility for
resource allocation including the reinvestment of
financial surpluses;

A regulatory structure which generates confideieg social
housing providers are contributing positively t® libng term
strategic objectives and that there is a focuserTenant and
upon continuous improvement with powers to inteeven
where social housing providers fail to meet stadgstar

Increases in rent yield mean that the value oftiexjsassets
will increase and the development of new socialshray as
and when it is needed, becomes viable without e rfor
large capital subsidy from the States;

Over time, the removal of the hidden rental subsvdly—

o] provide transparency in respect of social housing
provision and the cost of providing affordable
housing;

o] generate more income to improve the housing stock;

o] allow the Housing Trusts to become less reliant on

States subsidy in the event of interest rate rises;

o] help in making new affordable housing schemes more
viable;

Social housing is maintained in the long term withthe
need for capital allocation from the States;

The existing conflicts of interest for the Ministei Housing
are removed,

For Social Housing Providers: (i.e. the pra@absiousing Company
and the regulated Housing Trusts)

Strategies and policies set by the Strategic Hgusinit will
give clear direction in respect of services and hbwse
contribute to social policy generally;

Long term clarity of rental policy will make for tter long
term planning, allowing decisions to be made about
reinvestment and development;

A single application and allocation process, thioutpe
Affordable Housing Gateway, will reduce duplication
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increase equity and efficiency and provide for atdre
measure of demand;

. The new Housing Company will have a clear remifocus
purely on landlord services including implementatiaf the
policies set by the Strategic Housing Unit.

Role for the Minister for Housing following transfoation

6.5.

6.6.

6.7.

If the States approves the proposed transfiiwm of social housing,
the Minister for Housing’s role will change sigedintly. The
Minister for Housing would continue to lead the whoated
implementation of transformation until complete liring bringing
regulations to the States for consideration unterBnabling Laws
established through transformation.

The establishment of the Strategic Housingt Um the Chief
Minister's Department effectively transfers respbitisy for housing
policy to the Assistant Minister to the Chief Mitgs If the States
approves this Report and Proposition, the role egfulating social
housing will fall to the Social Housing Regulatardue course. If the
States consents to the proposed establishmene girtdposed wholly
States-owned Housing Company the responsibility delivery of
States owned social housing will in due course tfalthe Board of
that Company. Added to this are changes arising fitee Control of
Housing and Work (Jersey) Law 20Which will mean a reduced
responsibility for the Minister for Housing in thagea.

These changes are consistent with the cdepgriority to Reform
Government and the Public Sector set out within Strategic Plan
(P.28/2012). If the States gives its consent to {reposed
transformation, it is anticipated that the roleMihister for Housing
should be reviewed as part of the current reviewhefmachinery of
Government and Public Sector Reform.
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