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Housing Panel Bulletin
Reviewing your Income Management Strategy 
March 2015
A companion document to RSL Panel documents
: Issue Number 17 October 2005 – Maximising income streams in RSLs
: Issue 21 RSL Panel Newsletter Spring 2010

This update / companion document to the Registered Social Landlords Panel Bulletin / Newsletter originally issued in October 2005 and updated in 2010 is primarily intended for use by Housing Associations, though many of the issues covered are relevant to Local authorities who still retain their housing stock or have it managed by Arms-Length Management Organisations (ALMO’s) and indeed to any organisation who is dependent on an income stream to maintain its financial viability.
To quote from the earlier documents:

“Housing Associations (RSL’s) are no different to any other business, the lifeblood of their survival and ability to develop is very much dependent upon receipt of income. Failure to maintain an adequate income flow will put pressure on loan repayments, impact on the level of services to residents, through fewer repairs and improvements and potentially result in staff being made redundant. The overall viability of the business becomes threatened which will be of more than a passing interest to the funders and the regulator; RSLs have a proud record of financial viability.
However, unlike many businesses, RSLs are limited in their ability to raise additional income or generate additional income. Equally, business plans of RSLs are very much subject to economic factors which fall outside their direct control – for example – Increases in interest rates, reductions in inflation, changes to the housing benefit system and increases in VAT. It is therefore important that RSLs, as part of their overall financial strategy, should seek to maximise income. This paper looks at practical ways in which this can be achieved”.
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Purpose of an Income Management Strategy
What is the purpose of the Income Management Strategy? 
Is it …. “To set out how the Association aims to maximise its income streams (not just from rents) that it collects to support the ambitions of its business plan which are? 
· Deliver service improvements to its tenants/leaseholders – referred to as customers  

· Improve the standards of homes 

· Supporting neighbourhoods and communities where people want to live

· New Build and other development opportunities

· Secure and Improve the association’s financial viability 

· …. ? anything else

The strategy should enable customers (tenants, leaseholders and other stakeholders) to:

· pay rent and service charges on time to avoid the accrual of arrears

· make payments in a way which suits their needs and preferences

· receive the right information about rent and service charges in a timely manner

· understand how much they pay for what services they receive and why

· be involved in the improvement and development of the income management services (customer panels/focus groups) 

· continue to benefit from additional services provided by their landlord– providing choice wherever possible.
It should also enable the association to:

· remain in a viable financial position (V1 HCA Assessment)
· continue to provide additional services

· achieve top quartile performance amongst RP’s in relation to key financial indicators

· reduce the resources required to recover debt

· actively respond to the Homes and Communities Agency (HCA) and governmental changes

· be accountable and transparent 

· be confident that customers effectively influence the development and improvement of income management

· demonstrate value for money

· meet statutory/regulatory requirements.
A review of an association's IMS will help focus the strategic financial direction it wishes to achieve and ensure its financial arrangements around rents and charges are fit for purpose.
Material considerations 
The strategy review should:

Consider all potential income sources and make proposals how to uprate them including:

· rents for homes, garages and leased premises – such as commercial shops.
· licence fees for occupying surplus land - allotments, garage sites etc.

· service charges – do they reflect current costs – If fixed consider changing to variable. Need to consider consultation arrangements with existing tenants of any changes in service charges arrangements.
· charges for services – those services not covered by Housing Benefit entitlement - do they reflect true cost of service provision – is there scope for extending the service to improve value for money, or alternatively if the service is non-eligible is it essential to provide it at that level and thus reduce the cost. Reference needs to be made to the DWP’s review of eligible/non eligible charges to ensure tenants can maximise their benefit entitlement.

· leaseholders – contributions towards major repairs – are your Section 20 procedures adequate so you can recover full costs.

· freeholder contributions following RTB sales – contributions towards environmental improvements – grass cutting etc. Do your sale contracts provide for such eventualities?
· charges for use of premises  for other activities, such as:

· Guest bedrooms

· Use of communal facilities by non-tenant groups (polling Stations)

· Rechargeable Repairs – are your procedures for identification /recovery of costs fit for purpose.
· former tenants arrears – are your termination procedures adequate to know where former tenants have gone - use of tracing agents.
· recovery of court costs and debt collection costs – adequate procedures to identify what is due. 

· for some but not all – supporting people income
· review tenant /customer communications to ensure they are informative and easily understood – get tenants to assist in the review

· the strategy should show the proportion of all income sources and their importance to the business and if relevant their dependency on external factors – such as increasing energy prices on heating charges. Which of the charges is within the gift of the association to increase or not change? 
· remember annual increases in charges should broadly be in line with rent increases to keep the charges affordable. 

· outline the approach to increasing (decreasing) rents and charges over at least the next three to five years in line with Budget and financial planning requirements – model these, how do they impact on the business plan. Do you need to consider introducing Differential Rent systems or other incentive arrangements to encourage take up for low demand properties?


The IMS should ultimately outline the approach to maximising rent and other 
income and minimising rent arrears and collection costs.
The strategy should set out a clear vision for service improvement including improved value for all:

· Providing an excellent service
· Determine highest standards of locally based customer service 

· Offer comprehensive support advice and guidance service to help customers pay rent regularly and on time.

· Detail approach to taking prompt action on respect of non-payment and subsequent eviction processes

· How you will continuously seek to achieve service improvement 

· Ensure that you use customers to help shape service delivery 

It should set out the potential risks to the income streams and the plans to mitigate them. The current pressures on income streams - the risk factors (some though not all) include:

Rent setting regime post 2014/15 (i.e. from 1 April 2015)
· Change in rent guideline formula to CPI + 1.0%.
· Need to consider the potential impact of negative rent inflation on the viability of the Business Plan.

· Removal of Target Rent except for void properties which are outside of the new rent setting formula.

· Continuance of the 5%/10% rent tolerance continues to be applicable, if rents above these limits arrangements should be put in place to reduce rents.

· Need to model financial impact on business plan

· Social Tenant Household income above £60,000 – charge at full market rent – but how do you identify such tenancies?

Welfare Reform implications arising from:

· Need to identify those who can’t or won’t pay – different approaches to these groups.

· Accurate and current business intelligence in respect of your tenants is crucial / essential 

· Single Room Subsidy (SRS)

· Do you know who is affected

· Impact on household incomes – 14% or 25% loss for under occupancy

· Ability for customers to downsize within association’s own stock. Do you have /need a policy on how to deal with arrears due to the SRS where tenants can’t move because there are no properties available, particularly where a key date is only months away - such as reaching retirement age?

· Increasing voids – reduced demand particular property sizes

· Reclassification options – impact on rental streams and stock valuation

Universal credit and benefit cap 

· Do you know who is affected 

Direct payment of benefit to tenants

· Will this have an impact on your current rent collection arrangements?

· Is offering rent free periods still a feasible way of operating.

· Is having a weekly rent debit still relevant – with the advent of Universal Credit paid four weekly should you consider alternatives –

· Can rent systems staff operate more than one alternative method  

· Do you know who is affected 

When will they receive their benefit and how will you collect rents due

· Do they have a bank account that can do Direct Debits? 

· What payment methods have you available – are they any alternatives?

· What is you policy on recovering arrears via DWP – are they fit for purpose?

Continued low interest rates for investment purposes

· Need to ensure Cashflow processes are fit for purpose to minimise need for unnecessary borrowing.
It should include linkages to the Associations strategies for ensuring customers receive the help and support they need to support their tenancy – such as benefits/money advice and promotion of financial inclusion.

Providing an effective network of support advice and guidance

· Use business intelligence to ensure you can identify those tenants who are wholly or partially dependant on benefits.

· Work with those who are amongst the most financially vulnerable to ensure they have access to the best advice and support around managing and maximising their income.

· Train staff so they can provide support directly or signpost tenants to relevant agencies.

· Develop network of service level agreements to offer widest possible range of options for customers.

· Ensure that you have the intelligence in place to anticipate changes in benefit circumstances – such as children’s ages - - becoming potential non- dependants.
Help in Maximising income generated through the housing benefits system.

· In particular how tenants can tap into the Discretionary Hardship Payments arrangements administered by the Local Authority.
· Maintaining an effective working relationship with your Local Authorities Housing Benefits team or whichever central agency which will replace them.
If possible maintain a Verification contract which will speed up customer claims by checking documents on the Council’s behalf – alternatively consider paying the Council directly for a dedicated benefits officer post if Verification Contract is not an option.

Adopt a Financial Inclusion Strategy designed to sustain tenancies so you can:

· Each household has the financial capacity to sustain its tenancy

· Provide each household with every opportunity to keep all its payments to you up to-date in addition to other outgoings

· Ensure the best advice, support and training is available to your customers to enable their financial independence 
Income streams should reflect the impact of the Asset Management / Development strategies on lettable housing stock numbers and potential disposals in respect of Right to buy and demolitions. Wherever practicable service charges should ideally be designed out of any new developments.

The IMS should reflect the intentions of the Asset Management Strategy and reflect changes in stock profile where poorly performing or underutilised assets are disposed of either by sale, demolition or remodelling, whilst these changes will have a greater impact on management and maintenance costs it is still essential to be aware on the impact on income streams.
It should promote a rent payment culture 

· Ensure all staff work to promote regular and prompt payment for all customers (new and old)

· Tenants need to know that faced with competing demands rent is a priority

· All staff able to provide relevant advice and support 

· Start as you mean to go on – no rent no keys at sign up?

· Introduce pre-tenancy financial checks – not used to exclude tenants but identify relevant support / advice requirements (if necessary)

· Do you need different procedures for different tenancy types – do those on probationary tenancies need more frequent contact to ensure tenancies are sustainable

· What are your feedback arrangements – what/how do tenants feel about your support services- are they useful, adequate – could they be better and if so in what way.

· Should you consider bringing new tenancy agreements which stipulate that Direct Debit is the compulsory option to pay rent (especially for garages) – link this to financial inclusion issues and help to tenants to set up bank accounts? Ultimately you need to have a clear DD policy 

The strategy should provide an overview in respect of preventing arrears and other debts.

· Maximising income and minimising arrears are crucial indicators of being able to respond to the current financial climate.

· Ensure by providing locally based customer facing services and the careful use of resources you can deliver effective and sustainable services to help your customers deal with financial problems.

· By delivering your Financial Inclusion Strategy and action plan you should be able to sustain tenancies, reduce the incidence of former tenant arrears and recognise that a logical approach to write-off of unrecoverable debt is part of sound financial management.
· Actively pursue opportunities for partnership work with other agencies (Welfare Rights and debt advice agencies) where joint activity will have a greater impact for customers.

· Don’t leave contacting tenants in arrears until it is too late. Ensure strategy has triggers built into the systems that indicate when action should be instigated. Consider use of text messaging to remind tenants but be aware of any potential data protection issues. 

Four overarching themes – does the IMS ensure? 
· Your collection arrangements for rents and other charges are efficient and cost effective?

· Your arrears prevention and recovery processes are fit for purpose – able to predict / identify problems at tenant level before they become critical.

· Your tenancy support arrangements are adequate to sustain failing tenancies.

· You are able to signpost tenants to other partners / agencies to help address financial exclusion and support financial wellbeing?

Business intelligence used in preparing this briefing note
· HQN – Income Management Toolkit -  Tony Newman June 2012

· HQN – Financial Inclusion Toolkit – Tony Newman August 2012

· HQN – Welfare Reform Checklist

· CIH – How to …. Manage Income Collection Effectively

· Various RP and Council Income Management Strategies from an internet search

· Rent Income Excellence Network – for those associations who are members there is a library of useful strategies which can be used to help develop/ improve your own

· DCLG’s Guidance on Rents for Social Housing May 2014

Sections a typical IMS should include 

The rent collection arrangements 

· The sign up process – what is expected from tenants – links to Financial Inclusion teams.
· Emphasise that Direct Debits are the preferred method of payment – help to set up Bank accounts if tenant does not have one. – Do you introduce incentives for tenants who take up DD option?
· How tenants can pay their rent & charges – alternatives if not by DD.
· For those without Bank Accounts consider alternatives – signpost to Credit Unions – potential use of Jam Jar type accounts. But be aware of cost implications, potential to pay charges for tenants – better than having to chase arrears.

· Does the association have performance targets in place for DD take- up – including effective arrangements in place to achieve the target?

· Benchmark against other Providers and try to achieve top quartile performance, or even better.

House rent setting arrangements 

· Brief overview of how social rents are set by reference to HCA guidelines:
· Reference to use of the allowable tolerances of 5% and 10%

· Rent convergence issues – for properties not at target, change when become void.
· Reference to any differential rent policies the association has, what they are designed to do and impact on business plan. May be in relation to low demand areas.

Details of other rent regimes used 

· Affordable rents – range of percentage of Market Rent applied.
· Any discretion to vary the percentage used – criteria to be applied.
· Use of intermediate rents
· Revaluation processes  on becoming void – who and when

· Rent policy for setting rents for new developments 

· Rent policy to be applied when a property becomes void if not at target 

· Procedure for reclassification – Bedroom Tax issue – if applicable

Policies for setting other charges 

· Garage rents

· Service charges 

· Other miscellaneous charges 

· Service level agreements 

It is preferable to give an indication of likely resources available in future years to meet emerging issues arising from the Corporate Plan – usually it will also tie in with the life of the medium-term financial plan.

Arrears recovery processes to be followed 

· Review of Corporate Write-off arrangements linked to scheme of delegations.

Arrears prevention and financial wellbeing arrangements.

Performance management arrangements

· Details the key performance measures to be reported, when and to whom.
· Details benchmarking arrangements – what and who with.

Outlines the partnership working arrangements in place 

· Which partnerships – what they are designed to achieve

· Monitoring arrangements.

Customer involvement – how tenants can help develop services
Action plans 
· Details key tasks to be undertaken in respect of the issues raised above, who will undertake them and by when
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