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Local Housing Allowance
Questions and answers for Landlords.

1. What is Local Housing Allowance?
2. What does the LHA scheme cover?
3. What do you define as the mainstream private sector?
4. How is the LHA calculated?
5. Who decides the LHA rates?
6. When will LHA rates be published?
7. How does LHA Work?
8. Will there be any right of appeal against the LHA rates for reach Broad Rental Market Area (BRMA) determined by the Rent Officer Service?
9. What if the customer’s benefit is lower than their rent?
10. If I increase the contractual rent will Housing Benefit increase to cover this?
11. How will service charges be handled?
12. Are Crown Tenancies excluded from LHA?
13. How are board and lodgings cases assessed?
14. Who will benefit be paid to?
15. What are these exceptions?
16. Can I make direct payments a condition of the tenancy?
17. What if the tenant is withholding rent due to a dispute?
18. What is the “fit and proper” test?
19. How will overpayments be recovered?
20. Will appeals against direct payments decisions be allowed?
21. If I won an appeal obliging the local authority to make direct payments to me, would the LA pay me all the arrears that are due, even though they had already paid benefit to the tenant?

1. What is Local Housing Allowance?
Local Housing Allowance (LHA) was introduced on 7 April 2008 and is used to work out most new claims of Housing Benefit for tenants who live in private rented accommodation. 
LHA is a flat rate housing allowance, based on the size of the tenant's household and the area in which they live.   This amount is not directly related to the rent that you charge and may be lower than the contractual rent.  This means that tenants with the same household criteria and living in the same area will be entitled to the same rate of LHA.  
2. What does the LHA scheme cover?
The new scheme will apply to Housing Benefit customers in the deregulated private sector and mainstream private tenancies only. 

If you are a landlord providing accommodation in one of the following types of tenancy, your tenants will be exempt from receiving the LHA: 

•	Registered social landlord tenancies; 
•	Protected cases, such as supported housing provided by certain local authorities, social landlords, charities and voluntary organisations; 
•	Tenancies which are excluded from current rent restrictions (such as pre-1989 tenancies); 
•	Exceptional cases such as caravans, houseboats and hostels; and 
•	Cases where the rent officer judges that a substantial part of the rent is attributable to board and attendance (e.g. hotel accommodation which already exists in the private sector). 

Customers renting within these sectors will continue to receive Housing Benefit calculated under the existing rules. 

3.  What do you define as the mainstream private sector?

If you are a landlord who lets accommodation in the sector deregulated by the Housing Act 1988, then we consider this as the mainstream private sector. 

4. How is the LHA calculated?

The LHA is calculated by the Rent Officer Service, for individual areas, known as Broad Rental Market Areas (BRMAs).  It is based on the median rental figure for that particular area depending on the size of the property. Basing the LHA on the median of rents for a certain property size means that exactly half of the rental properties of that size in the area will be affordable within the LHA amount that the customer receives.





5. Who decides the LHA rates?

Having set the BRMAs, the Rent Officer Service is responsible for calculating the LHA rates for different sizes of property in that area. Once the LHA rates for an area have been determined, an individual customer’s benefit will depend on their age and the size of their household. For example a person aged under 35 will receive the shared room rate whilst a couple with one child will receive the two-room rate.

6. When will LHA rates be published?

LHA rates are reviewed annually from the beginning of April each year.  The new LHA rates will be published during March prior to the commencement of the new financial year.  

7. How does LHA Work?
The Rent Officer Service provides the Local Authority with a set of rates ranging from shared to four-bedroomed accommodation.  
The LHA rate that will be used in the calculation depends on the 'category of dwelling' (i.e. number of bedrooms) allowed for the household. 
The number of bedrooms will be based on the number, age and gender of the people living in the household. They are entitled to one bedroom (up to a maximum of four bedrooms) for:
· every adult couple (married or unmarried) 
· any other adult aged 16 or over 
· any two children of the same sex aged under 16 
· any two children aged under 10 
· any other child 
· a non-resident overnight carer – if appropriate
Single claimants under 35 will be entitled to the Shared Accommodation Rate (unless they fall within one of the exemptions).   Single claimants over 35 and couples with no children will be entitled to the 1 Bedroom self-contained rate of LHA, providing they rent property of at least that size.
8. Will there be any right of appeal against the LHA rates for each Broad Rental Market Area (BRMA) determined by the Rent Officer Service?

No, because the BRMA covers an area which includes other tenants, any appeal received could ultimately change the LHA rate for tenants who have not appealed and are content with their allowance. This is because any decision would have to be implemented to all tenants receiving that LHA rate. 

9. What if the customer’s benefit is lower than their rent?

You may ask them to make up any shortfall out of their other income. Alternatively, the customer may also choose to move to cheaper accommodation. 

10.  If I increase the contractual rent will Housing Benefit increase to cover this?

There is a new provision from April 2013 which allows us to consider any increases or decreases in rent, but if the Housing Benefit we already pay is the maximum Local Housing Allowance rate then we cannot award any more.
 
11. How will service charges be handled? 

Under the LHA no consideration will have to be made of service charges. Tenants will simply receive up to the maximum applicable LHA rate, and will then be able to exercise their discretion about whether or not they would prefer to pay a higher rate for accommodation that includes additional services.

12.  Are Crown Tenancies excluded from LHA?

Yes Crown Tenancies are excluded from LHA.

13.  How are board and lodgings cases assessed?

Claims from boarders will in general not be subject to LHA.   However, if the Rent Officer Service decides that the accommodation you let does not fit the board and lodging criteria, your tenant’s claim will be subject to LHA. 

14.  Who will benefit be paid to?

Personal responsibility and financial inclusion are two key aims of the LHA. In the vast majority of cases, benefit will be paid to the tenant who will be responsible for making their own payments of rent to their landlord. In certain circumstances, benefit can be paid directly to the landlord – see below. 

15.  What are these exceptions?

Local authorities will have the discretion to pay LHA direct to the landlord where there is evidence that the customer would be unlikely to pay their rent and making direct payments would be in the interests of the tenant. The following factors, which are not exhaustive, may be considered when deciding on whether direct payments should be made: 

As a safeguard. The customer may have learning difficulties, a medical condition or educational needs that suggest that they may have difficulty in handling their own financial affairs; they may not be able to read or have language difficulties; they may suffer from drug or alcohol addiction; or have debt problems. It should be noted that the existence of any of these factors does not necessarily mean that rent should be paid directly to the landlord.
 
People who are unlikely to pay their rent. Customers may have demonstrated, through their past behaviour, that it is improbable that they will pay their rent. In these cases, a local authority may make payments direct to the landlord.
 
If 8 weeks rent arrears have built up. If rent arrears are owed, the local authority will arrange to make payments direct to the landlord unless it is not in the customer’s overriding interests to do so. However landlords are encouraged not to wait for the 8 week period to be reached before contacting the local authority. 


Also from 01 April 2011 Local Authorities can make payment direct to the landlord where they consider that it will assist the tenant in securing or retaining a tenancy.  For a tenancy to be secured or retained it is implicit that the rent should be affordable to the tenant.   
An affordable rent level would normally be the latest LHA rate or below.
In some exceptional cases the rent could be above the LHA rate, however, there would need to be clear indication that the rent had been reduced and that the tenant could afford the new rent.  Once direct payments are being made on the grounds of assisting or retaining a tenancy they will continue unless the rent becomes unaffordable.  

16.  Can I make direct payments a condition of the tenancy?

A Local Authority is not party to the tenancy agreement between landlord and tenant and is not bound by any conditions in a tenancy agreement.  The Local Authority cannot pay LHA to a landlord directly at the tenant’s request.  Circumstances where landlord direct payments are considered are outlined above and this cannot be changed by making direct payment a condition of the tenancy. 


17.  What if the tenant is withholding rent due to a dispute?

Once arrears of rent, whatever the cause, have reached 8 weeks then it is mandatory for the local authority to make payment direct to the landlord provided that there has been no finding that the landlord is not a “fit and proper” person or that it is not in the customer’s overriding interests to make direct payments. This can include where the tenant is in dispute with the landlord, but they must provide evidence of this.


18. What is the “fit and proper” test?

Local authorities are not obliged to make direct payments where they are not satisfied that the landlord is a “fit and proper person to be the recipient of a payment of rent allowance”. This will apply even when the criteria for a direct payment would otherwise have been met.

A landlord may not be a “fit and proper person” where it is proven that they have engaged in financial impropriety. This should normally include an element of HB impropriety, such as fraud or a knowing failure to declare changes in circumstances affecting the payment of benefit. Authorities may choose to consider other areas, such as failure to pay Council Tax or business rates, but generally the lesser connection that the offence or impropriety has with Housing Benefit, the less relevant it will be.





19.  How will overpayments be recovered?

As most customers will receive their benefit themselves under the LHA, most overpayments will, therefore, be recovered from the customer.

However, Benefit overpaid to a landlord can be recovered from either the landlord or the customer, as the local authority chooses.
 
As a landlord, you have the right to appeal against our decision to make you a target for recovery of an overpayment. If you do not repay overpayments when we ask you to, we can take the money out of benefit we are due to pay you for other tenants.

20.  Will appeals against direct payment decisions be allowed?

Yes. Both you and your tenant, as persons affected by the decision, may appeal against any decision about whether or not to pay rent direct. Appeals can also be made against decisions on vulnerability.

21.  If I won an appeal obliging the local authority to make direct payments to me, would the LA pay me all the arrears that are due, even though they had already paid benefit to the tenant?

No. Even if you win an appeal, the local authority will not make duplicate payment of benefit. Direct payments would be made from an acceptable date in order to ensure that no overpayment occurs.
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