Briefing Note: the role of tackling empty homes in contributing to the New Homes Bonus
Summary
Bringing empty homes back into use contributes, along with new build housing, to boroughs’ New Homes Bonus. This paper includes an explanation of how it works.
There is a good business case that can be made in each borough for resourcing empty homes work in order to maximise income from the New Homes Bonus. Such a case could include allocating some of the New Homes Bonus funds received by each borough to empty homes work, e.g. as revenue funding for officer resources and enforcement work or as capital for use as grant or loans. 
Since New Homes Bonus is calculated on the basis of Council Tax returns there is also a strong argument for empty homes officers working closely together with Council Tax departments to improve the investigation of empty homes, to capture and update accurate data and to target intervention. 
Tackling empty properties is a government priority
The Communities Minister, Andrew Stunell, has highlighted the need to tackle empty homes, describing the 300,000 long-term empty homes in England as a “scandal” with four million people “stranded on housing waiting lists”.
He wants work to be stepped up to tackle the problem by making use of help and support from the Government.  “For every property renovated the extra council tax will be matched for six years - so if ten typical houses are brought back into use the community will receive nearly £100,000 of extra funding from government.”   One of the ways he suggested the extra funding could benefit the local community was by renovating more empty properties.

· Regionally, empty homes remain a high priority for the Mayor, with a current London-wide target of reducing the number of empty homes to less than 1%.  There is a continuing expectation for sub-regions - and boroughs as part of these - to undertake empty homes audits on an annual basis, similar to the exercise completed last year – the results of which are to be published shortly
· DCLG is expected to produce a draft National Empty Homes Strategy towards the end of summer 2011, which is likely to express support for using New Homes Bonus revenue to support empty property work.
· £100m (nationally) has been allocated to the HCA’s Empty Homes Programme. It is intended that the programme will enable mainly housing associations to bring over 3,000 empty homes back into use between 2012 and 2015. Confirmation of the detail of the programme and the criteria that will apply are still awaited. It is expected that it will be based on leasing properties and because it will only cover the cost of works it will be reliant on revenue from elsewhere to make it work.  
The New Homes Bonus (NHB) 
The New Homes Bonus scheme, effective from April 11 (when the first tranche was received), will operate over the following 6 year period, with the level of grant being equal to the national average for the Council Tax band D on each additional property. New homes are the main contributor. Details of NHB receipts and how it is calculated are set out in Appendix 1 but ultimately it is the increase in “effective stock” from one year to the next.
A further premium of £350 per annum exists for every new affordable property.
NHB is not ‘ring fenced’ i.e. the government does not stipulate how local authorities should use the grant.
The purpose of the NHB is to provide some incentive for increasing housing supply.  In this context, returning empty homes into use is seen to increase the provision of available housing stock and they are therefore included in the calculation of net additions.  These calculations of net additions to housing stock are based on the annual Council Tax returns that are made in October each year (so, for example, NHB received in April 2012 will be based on returns for October 2010 to October 2011).
The rationale behind including bringing empty homes back into use as part of the basis for calculating NHB is to strengthen the incentive for local authorities to identify empty properties and work with property owners to find innovative solutions.  The inclusion of empty homes brought back into use therefore is designed to complement the £100m fund in the HCA’s Affordable Housing Programme (see above).

The empty properties that the calculations are based on are categorised as ‘long term’ – i.e. have been empty for 6 months or more. (This does not include dwellings that have been unoccupied and ‘substantially unfurnished’ for less than 6 months which are a different category and therefore exempt from Council Tax – ‘Class C’).
Empty properties that are made uninhabitable (for example as part of an estate decant scheme or due to major repair) are classified as Class A for Council Tax purposes and are not therefore treated as ‘long term empty homes’. However they do revert to being treated as long term empty homes after 12 months of being classified as uninhabitable. 
Empty Property officers supporting New Homes Bonus and Council Tax revenue: the business case
Each Council Tax Band D equivalent property brought back into use since the previous year attracts a New Homes Bonus of £1,439 a year for 6 years – £8,634 in total.  Ten properties brought back into use would therefore attract over £80k over a 6 year period; £80k in any one year would be enough to cover the cost of an empty homes officer plus resources for updating databases, mail outs to owners of empty properties, and some enforcement work. In any one year it could reasonably be assumed that an empty homes officer would generate a further £80k for the next 6 years and so on.
In addition, any properties taken out of the short term empty homes category or categories of unoccupied dwellings that are exempt from Council Tax would generate additional Council Tax revenue.

If owners of empty properties enter into a lease or nomination agreement with the Council or a RSL to let to applicants referred by the Council, then this will either save temporary accommodation costs or will assist people on the council’s housing waiting list.

Some boroughs have been able to arrange for empty properties to be used for supported housing clients needing accommodation (e.g. clients with learning difficulties or mental health problems) where the move can be planned and property improvements tailored around the client.  This may save hundreds of pounds a week if it releases supported accommodation or allows clients to be discharged from hospital.

All South East London boroughs have experience in offering loans for empty property refurbishment (rather than grants), usually with repayment over a 5 year period.  This means that funding can be recycled in future years.  Boroughs may have some repayments coming through from loans that have been offered previously using sub-regional SELHP funding. As well as a business case for revenue for an empty homes officer there may also be a business case to be made for securing capital to be used for further loans, or, in some circumstances, grants.
The scope for joint working between Empty Property and Council Tax teams

The Empty Homes Audit carried out across SE London in 2010 showed that in some boroughs the Council Tax register is significantly inaccurate or suffers from long delays in updating information.

Since Council Tax returns are submitted in October, there is a need to work with Council Tax departments in the previous months to update records and to make them accurate as far as possible.

Joint visits or officers visiting properties on each others’ behalf are recommended.

Any joint working is likely to require an information sharing agreement to ensure compliance with data protection requirements.
Jointly drafted letters may offer the basis for targeted mail outs to empty property owners including offers of assistance, such as Council or RSL leases and nominations, or threats of enforcement and use of legal powers to deal with the worst properties and those not prepared to engage.

An uncertain future for local authority empty property work?
· Without any direct government funding, recent achievements (such as those derived from the London ‘Targeted Funding Stream’ that ended in March 2011) in bringing empty homes back into use may not be sustained.  Without access to resources to support grants or loans what can be achieved by empty homes officers becomes more limited.     

· Some local authorities do not have funds for empty homes activity in their base budgets. If empty homes activity was no longer funded, expertise will be lost to the sector, and local authorities are unlikely to be in a position to either assist RSLs or take up any funding themselves from April 2012 onwards. It would mean that the capacity to provide advice or pursue any enforcement work – the latter being labour intensive and lengthy in terms of processes, with outcomes not guaranteed – will simply not exist.
· Since empty homes have the capacity to have a negative impact on local authorities’ New Homes Bonus it is logical to expect there to be a net cost to not providing an empty homes service.
· Significant cuts to the HCA’s Affordable Housing programme from April 11 onwards and the switch to “Affordable” rents mean that the level of grant available to support new supply will be greatly reduced (likely to average £30k per unit).  Even in this context, grants to empty property owners could still be made to represent better value for money based on the sub-region’s past track record (i.e. the grant per unit used in sub regional programmes has been in the region of £15k).
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Appendix

Table 1 – New Homes Bonus in South East London 2011-12
	SE London borough
	2011-12 New Homes Bonus (Year 1)
	Total NHB payment over 6 years
	Change in number of empties Oct 2009 – Oct 2010
	Stock of empty properties (6 months +) at October 2010

	Bexley 
	£359,005
	£2,154,033
	85
	670

	Bromley 
	£993,382
	£5,960,290
	80
	922

	Greenwich 
	£923,819
	£5,542,916
	8
	1.341

	Lewisham 
	£705,698
	£4,234,185
	-141
	942

	Southwark 
	£2,590,116
	£15,540,698
	-361
	1,648

	 
	 
	
	 
	

	SE London total
	£5,572,020
	
	
	


How the New Homes Bonus is calculated

The New Homes Bonus is based on data in the Council Tax return which is submitted to DCLG in October every year.  

The NHB is calculated on the number of “effective stock” (net additions to residential properties on the Council Tax register, minus the number of long-term empty homes, by Council Tax band), and the change in this from one year to the next.  Long term empty homes are those which have been empty for 6 months or more.
The first year payment of New Homes Bonus was in 2011-12 and was based on the change in “effective stock” from October 2009 to October 2010.
If there is an increase in the number of empty homes, this is shown as a negative figure (eg Lewisham and Southwark in the table above).  This is deducted from the number of new homes on the register.  An increase in the number of empty homes could be due to changes in the housing market, or properties due for regeneration being categorised as long-term empty prior to demolition or refurbishment.

For every property increase in the “effective stock”, a council is paid NHB of the national average Band D council tax (in 2011-12, £1,439 per property).  Year 1 NHB payments for South East London boroughs are shown in the first column in the table above.
The New Homes Bonus is paid for 6 years.  The total NHB payment over 6 years is shown in the second column above.

In Year 2, a similar calculation is made and added to the amount due for Year 1 properties.  The NHB will accumulate in this way until Year 7, when the payments for Year 1 properties cease.
For each empty property in Band D brought back into use, there would be payment of £1,439 each year for 6 years, amounting to a total of £8,634.

